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Statement of Financial Condition.

Statement of Operations.

Statement of Cash Flows.

Statement of Changes in Shareholder's Equity.

Statement of Liabilities Subordinated to Claims of General Creditors
(not applicable).

Computation of Net Capital for brokers and dealers pursuant to Rule
15¢3-1.

Computation for Determination of Reserve Requirements Pursuant to
Rule 15¢3-3 (see Note 1 - Description of Business).

Information Relating to the Possession or Control Requirements for brokers and
dealers under Rule 15¢3-3 (not applicable).

A reconciliation, including appropriate explanation, of the Computation
of Net Capital under Rule 15¢3-1 and the Computation for Determination
of the Reserve Requirements under Exhibit A of Rule 15¢3-3(see Note 1-
Description of Business, and Note 3 - Net Capital)

A reconciliation between the audited and unaudited Statements of
Financial Condition with respect to methods of consolidation (not
applicable).

An Oath or Affirmation.

A copy of the SIPC Supplemental Report (not applicable).

A report describing any material inadequacies found to exist or found to
have existed since the date of the previous audit [see item (0)].

Independent Auditors’ Report on Internal Accounting Control Required by
SEC Rule 17a-5 (filed concurrently herein).

Schedule of segregation requirements of funds in segregation — customers’
regulated commodity futures account pursuant to Rule 171-5.




AFFIRMATION

I, WC A - (Z,éj,C&-k , affirm that, to the best of my knowledge and belief, the
accompanying financial statements and supplemental schedules pertaining to the firm of
Ironwood Capital Ltd. for the years ended December 31, 2001 and 2000 are true and
correct. I further affirm that neither the Company nor any partner, proprietor, principal
officer or director has any proprietary interest in any account classified solely as that of a
customer.

&Q L\ L((a(uu

Signature Date

Marc A. Reich
President
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Independent Auditors' Report

Board of Directors
Ironwood Capital Ltd.

We have audited the accompanying statements of financial condition of
Ironwood Capital Ltd. as of December 31, 2001 and 2000, and the related
statements of operations, changes in shareholder’s equity and cash flows for
the years then ended that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Ironwood Capital Ltd. as of
December 31, 2001 and 2000, and the results of its operations and its cash
flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the
financial statements taken as a whole. The information contained in the
supplemental schedules is presented for purposes of additional analysis and
is not a required part of the basic financial statements, but is supplemental
information required by Rule 17a-5 of the Securities and Exchange Act of
1934. Such information has been subjected to the auditing procedures
applied in the audits of the basic financial statements and, in our opinion, are
fairly stated in all material respects in relation to the financial statements
taken as a whole.

Sl Lohrs § [ouyny L0F

February 7, 2002




Ironwood Capital Ltd.
Statements of Financial Condition
December 31, 2001 and 2000

ASSETS
001 2000
Cash and cash equivalents $ 10,710 $ 10,022
Accounts receivable 25,000 21,666
Total assets § 35710 § 31,688
LIABILITTES AND SHAREHOILDER’S EQUITY
Commission payable $ 3,750 $ -
Shareholder’s equity:
Common stock, no par value; 100 shares
authorized, 100 shares issued and outstanding 7,600 7,600
Additional paid in capital 3,000 3,000
Retained earnings 21,360 21,088
Total sharcholder’s equity 31.960 31.688
Total liabilities and shareholder’s equity $ 35710 $ 31,688

The accompanying notes are an integral part of these financial statements.
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Ironwood Capital Ltd.
Statements of Operations
For the Years Ended December 31, 2001 and 2000

2001 2000

Revenues:
Investment banking income $ 1,399,807 $ 685,313
Other income 698 474
Total revenues 1,400,505 685,787

Expenses:
Management fees paid to parent 1,395,428 661,531
Other administrative expenses __4.805 3.360
Total expenses 1,400,233 664.891
Net income h) 272§ 20.896

The accompanying notes are an integral part of these financial statements.
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Ironwood Capital Ltd.
Statements of Changes in Shareholder’s Equity
For the Year Ended December 31, 2001 and 2000

Additional Total
Common Common PaidIn Retained Shareholder’s
Shares Stock Capital Earnings Equity

Balance at January 1, 2000 100 $ 7,600 $ 3,000 § 192 $ 10,792
Net income - year ended

December 31, 2000 - - - 20,896 20,896

Balance at December 31, 2000 100 7,600 3,000 21,088 31,688
Net income - year ended

December 31, 2001 - - - 272 272

Balance at December 31, 2001 100 $ 7600 $ 3,000 $ 21,360 § 31,960

The accompanying notes are an integral part of these financial statements.
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Ironwood Capital Ltd.
Statements of Cash Flows
For the Years Ended December 31, 2001 and 2000

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income $ 272 $ 20,896
Adjustments to reconcile net income to
net cash provided by operating activities:
Changes in assets and liabilities:
Increase in accounts receivable (3,334) (21,666)
Increase in commission payable 3,750
Write off of organization costs - 2.411
Net cash provided by operating activities 688 1,641
NET INCREASE IN CASH 688 1,641
CASH AND CASH EQUIVALENTS, beginning of year 10,022 8,381
CASH AND CASH EQUIVALENTS, end of year $ 10.710 $ 10,022

The accompanying notes are an integral part of these financial statements.
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Ironwood Capital Ltd.
Notes to Financial Statements
For the Years Ended December 31, 2001 and 2000

NOTE 1 ] ORGANIZATION AND NATURE OF BUSINESS

Description of Business - Ironwood Capital Ltd. (the Company) is a registered broker-dealer
located in Avon, Connecticut. The Company is a wholly owned subsidiary of Ironwood
Corporation (the Parent). The Company is registered with the Securities and Exchange
Commission (SEC) and is a member of the National Association of Securities Dealers, Inc.
(NASD) and Securities Investor Protection Corporation (SIPC). The Company was formed on
September 17, 1999 and began operations as a broker-dealer upon receipt of its certificate of
membership into the NASD effective January 7, 2000. The Company is primarily engaged in
investment banking activities.

The Company does not receive customer funds or securities during the course of its operations
and is exempt from the calculation of a reserve requirement within Rule 15¢3-3 under the
exemptive provision Section (k)(2)(1) of the Securities and Exchange Act of 1934.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Cash and Cash Equivalents - For purposes of presenting the statement of cash flows, cash
represents a bank demand deposit account and a money market savings account.

Revenue Recognition - The investment banking fees income represents investment banking fees
and retainers. Investment banking fees are earned upon completion of specific criteria related to
the raising of capital that vary from engagement to engagement. Retainers are earned on a
month-by-month basis.

Income Taxes - The Company has elected to be treated as an S Corporation for federal income tax
reporting purposes. Federal income taxes on the Company's earnings are the responsibility of the
stockholder, Ironwood Corporation. The Company is included within the Parent’s federal and state
income tax returns and, accordingly, no provision for federal or state income tax has been made in
the accompanying financial statements.

Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, along
with the disclosure of certain contingent assets and liabilities as of the financial statement date.
Actual results in the future could vary from the amounts derived from management’s estimates
and assumptions. :

Fair Value of Financial Instruments - The carrying amount of financial instruments such as
cash and accounts receivable approximate fair value.




Ironwood Capital Ltd.
Notes to Financial Statements
For the Years Ended December 31, 2001 and 2000

NOTE 3 - NET CAPITAL:

The Company, as a registered broker-dealer in securities, is subject to the uniform net capital rule
under the Securities Exchange Act of 1934 (SEC Rule 15¢3-1). The Company must maintain a
minimum net capital of the greater of 6.67% of aggregate indebtedness or $5,000, and the ratio of
aggregate indebtedness to net capital, both as defined, may not exceed 15 to 1. The rule also
requires that equity capital may not be withdrawn or cash dividends be paid if net capital is less
than 120% of the Company's minimum net capital requirement or its ratio of aggregate
indebtedness to net capital exceeds 10 to 1.

At December 31, 2001 and 2000, the Company had net capital of $31,960 and $10,022,
respectively, with a minimum net capital requirement of $5,000 for both years. The Company
had aggregate indebtedness of .11 to I as of December 31, 2001 and had no aggregate
indebtedness as of December 31, 2000.

NOTE 4 - RELATED PARTY TRANSACTIONS:

The Company currently has no employees and does not pay any of its own expenses. The Parent
provides all employees and facilities used in operations. Furthermore, all of the Company’s
expenses are paid out of the Parent, and reimbursed by the Company directly or through a
discretionary management fee charged by the Parent. The total discretionary management fee
charged for the years ended December 31, 2001 and 2000 were $1,395,428 and $661,531,

respectively.

The Company received a placement fee and retainer amounting to $266,241 from the Ironbridge
Mezzanine Fund (IMF), an SBIC fund under common management. The fees resulted from the
Company raising capital for the SBIC fund. In addition, the Company has a carried interest in
the profits of IMF of up to 15% of the general partners 20% interest in the profits of IMF. The
carried interest is deemed to have no value at December 31, 2001, as IMF has not generated any
profits in 2001. IMF obtained its SBIC license in September 7, 2001.

NOTE S - CONCENTRATIONS OF CREDIT RISK:

The Company’s investment banking income from three clients comprised 26%, 19%, and 19% of
total investment banking income for the year ended December 31, 2001.




Ironwood Capital Ltd.
Supplemental Schedule
December 31, 2001

COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS PURSUANT TO
RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

NET CAPITAL:
Shareholder's equity $31,960
Total net capital 31,960
Less net capital requirement [greater
of $250 (6.67% of aggregate indebtedness) or $5,000] __ 5,000
Net capital in excess of requirements $26,960
AGGREGATE INDEBTEDNESS:
Total liabilities $ 3,750
Aggregate indebtedness _ 3,750

Ratio of aggregate indebtedness
to net capital dltol

NOTE: There is no material difference, other than the recording of the accounts receivable of
$25,000 and corresponding commission payable of $3,750, between net capital and
aggregate indebtedness as reported above and that previously reported by the Company
in Part A of Form X-17A-5 as of December 31, 2001. The overall effect of these
adjustments on net capital was an increase of $21,250. The effect on aggregate
indebtedness was that the ratio was reported at zero and increased to .12 to 1 as a result
of these adjustments.

See independent auditors’ report.
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Supplemental Report on Internal Accounting Control
Required by SEC Rule 17a-5

Board of Directors
Ironwood Capital Ltd.

In planning and performing our audit of the financial statements of Ironwood
Capital Ltd. (the Company) for the year ended December 31, 2001, we considered
its internal control, including control activities for safeguarding securities, in order
to determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission
(SEC), we have made a study of the practices and procedures followed by the
Company including tests of compliance with such practices and procedures that
we considered relevant to the objectives stated in Rule 17a-5(g) in making the
periodic computations of aggregate indebtedness and net capital under Rule 17a-
3(a)(11) and the procedures for determining compliance with the exemptive
provisions of Rule 15¢3-3. We did not review the practices and procedures
followed by the Company in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by Rule
17a-13 or in complying with the requirements for prompt payment for securities

- under Section 8 of Regulation T of the Board of Governors of the Federal Reserve
. System, because the Company does not carry security accounts for customers or

perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining
an internal control and the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of
controls and of the practices and procedures referred to in the preceding
paragraph, and to assess whether those practices and procedures can be expected

" to achieve the SEC’s above-mentioned objectives. Two of the objectives of an

internal control and the practices and procedures are to provide management with

- reasonable, but not absolute, assurance that assets for which the Company has
- responsibility are safeguarded against loss from unauthorized use or disposition

and that transactions are executed in accordance with management'’s authorization

- and recorded properly to permit preparation of financial statements in conformity
- with accounting principles generally accepted in the United States of America.
- Rule 17a-5(g) lists additional objectives of the practices and procedures listed in

the preceding paragraph.
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. Because of inherent limitations in internal control or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also,
projection of any evaluation of them to future periods is subject to the risk that
they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may detertorate.
|
' Our consideration of internal control would not necessarily disclose all matters in
| the internal control structure that might be material weaknesses under standards
‘ established by the American Institute of Certified Public Accountants. A
. material weakness is a condition in which the design or operation of the specific
' internal control components does not reduce to a relatively low level the risk that
cerrors or irregularities in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.
' We noted no matters involving internal control that we consider to be material
i weaknesses as defined above.
|
We understand that practices and procedures that accomplish the objectives
- referred to in the second paragraph of this report are considered by the SEC to be
' adequate for its purposes in accordance with the Securities Exchange Act of 1934
“and related regulations, and that practices and procedures that do not accomplish
. such objectives in all material respects indicate a material inadequacy for such
| purposes. Based on this understanding and on our study, we believe that the
' Company's practices and procedures were adequate at December 31, 2001, to
~meet the SEC’s objectives.
I

'This report is intended solely for the information and use of the board of
- directors, management, the Securities and Exchange Commission, the National
- Association of Securities Dealers, Inc. and other regulatory agencies which rely
‘on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation
“of registered brokers and dealers, and should be not used for any other purpose.

| .
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