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"OATH OR AFFIRMATION

‘ o ,- swear (or afﬁrm) that, to the
best of my knowledge ‘and belief the accompanying ﬁnancral statement and suppomng schedules perteumng to the firm. of
‘ Sanstrum §&: Assoc1ates, Inc. :

_December’ 31 - 200‘I are true and correct 1 further swear (or afﬁrm) that nexther the compa.ny

‘as of

. nor any partner, proprietor, prmcxpal officer or dlrector has any propnetary interest in any ‘account classrﬁed soley as that of .

a customer, except as follows

I
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: 1) \lﬁt J

OLT,(I'V PUBLIC- OREGON

NCUMM SSIGN NO. 347059
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Y Y COMMISSIONS % EXPIRES SEPT. 24, b0 S
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. Q}Iqtar)" Public

This. report** contams (check all apphcable boxes)

(a) Facing page.
(b) Statement of Financial Condmon
.(¢) Statement of Income (Loss) s
) (d) Statement of Changes in Financial Condition. R '
(¢) Statement of Changes in Stockholders Equlty or Partners or Sole Propnetor 3 Cap1ta1
(f) Statement of Changes in anblhtles Subordmated to ClaJms of Credxtors :
(g) Computation of Net Capital '
(h). Computatxon for Determination of Reserve Requ1rements Pursuant to Rule 15c3 3
- (i) .Information Relating to the Possession or. control Requirements Under Rule 15¢3-3.
. (§) A Reconciliation, 1ncludmg approprxate explanatxon of the Computation of Net. Capital Under Rule 15c3 1 and the
‘Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. .
k) A Reconcxhatlon between the audlted and unaudited Statements of F1nanc1al Condmon thh respect to rnethods of con- -
sohdatlon . - : ‘
O "An Oath.or Afﬁrmanon
(m) A copy of the SIPC Supplemental Report ‘ :
An) A report describing any matenal 1nadequac1es f ound to ex1st or found to have exxsted since the date of the prevxous audxt ‘

**For conditions of conﬁdentzv'alv treatment of certar'n ‘ pdrtions of this filing, see section 240.170—5 (e)(3).
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To the Board‘of Dvirectors o

Sanstrum & Assocrates Inc. .

~ Portland, Oregon o

' We have audited the accompanylng balance sheet of Sanstrum & Assoc1ates Inc as of December 31,
2001, and the related statements of operat1ons changesin stockholders’ equity-and cash flows for the

year 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

responsrbrhty is to express an opmron on these ﬁnancral statements based on our audit.

- We have conducted our audrt in accordance with generally accepted aud1t1ng standards Those -
. standards require that we plan and perform the audit to obtain reasonable assurance about whéther

the financial statements are free of material misstatement. An audit includes exammmg, on a test

. basis, evrdence supportmg the amounts and disclosures i in the financial statements. An audit also
includes assessing the accounting principles used and si gmﬁcant estimates made by management, as

well as evaluating the overall ﬁnancral statement presentat1on Webelieve that our audrt provrdes a

}reasonable basrs for our op1n1on —

In our opinion ‘the ﬁnancial statements referred to above present fairly, in all material respects, the

financial position of Sanstrum & Associates, Inc. at December 31, 2001, and the results of its
operations and 'its cash flows for the year then ended in conformrty wrth generally accepted

- accountrng principles.

TN

S Our audit was: conducted for the purpose of formmg an oprmon on the basrc financial statements
“ taken as a whole. - The information included i in the accompanying supplementary information is

- presented for purposes of additional analysis and is not a required part of the basic financial
'statements, but is supplementary information required by Rule 17a-5 under the Securities and

Exchange Act of 1934. This information is the responsibility of the Company's management. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, 1s fairly stated in all matenal respects when cons1dered in relat1on to '

' 3 the basic financial statements taken as a whole

L«Dpuuc»-.qc,v\. <. ‘A‘séﬂa ., P

- February 4, 2002
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OTHER ASSETS

SANSTRUM & ASSOCIATES INC

ISA&IJA&PJ(:IEfSIJIEEYI‘
3 December 3‘1, }2,001;
ASSETS
'CURRENT ASSETS
~ Cash

- Commissions receivable
Prepaid expenses -

- Miscellaneous deposit -
Prepaid corporate tax
Investment

Total current assets

FURNITURE AND EQUIPMENT. - -

'Furniture and-equipment
Less Accumulated deprec1at10n

Net furmture and equxpment
- Deposit at clearing house

Lease depos1t

Deferred tax asset

) Total other assets

TOTAL ASSSETS

See accompanying notes

'S 104,202

51,156

7,457

1,583

19,805

3300

187503

44,130

10,000

1,904

1.263

13,167

\

o 5 (25.966)

18164




s LK

-

SANST RUM & ASSOCIATES IN C

BALAN CE SHEET

December 31 2001

. LIABILITIES AND ST‘OCKH'OLDER_S".VEQUITY B

CURRENT ‘LTABILITIE‘S

. Accounts payable and accrued expenses |
Commission payable

'~ Tofal l‘ia‘bil_ities,

STOCKHOLDERS’ EQUITY

* Common stock — authorized 100,000 shares of no
par value; 1ssued and outstanding 10,000 shares
Retained earnings

. ‘Tot‘al stocmoldefs’ equity -

" TOTAL LIABILITIES |
AND STOCKHOLDERS' EQUITY

See accompanymg notes

-5

0§ 32,587
20459

53046

20,000

145788

165788

v ‘ 7 b .




SANSTRUM & ASSOCIATES, INC.
 STATEMENT OF OPERATIONS

For the year'en‘:ded Dééember 31,-2001 .

REVENUES

Commissions
Other income

Total revenues

OPERATING EXPENSES

-Loss from operations

' OTHERINCOME (EXPENSE)

* Interest income
- Interest expense
-Loss on sale of asset

 Total other income (expense)

* . “Loss before provision for income taxes -

Provision for income taxes . .

NETLOSS

. See accompanying notes

$ 837,856

846,200

884122

_(¢192) "

4203
(258)"

. (2.086)

1,859

. (36,063)

4462
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SANSTRUM &’ ASSOCLATES INC

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY" -

For the year ended December 31 2001 B

. _Comn'lon, Re.tained
_Stock - _ Earnings

. BalanceatDecember31,2000  ©$ 20000 - § 177389

Netloss =~ . . ... oo @3leo0n)

" Balance at December 31,2001 - 820000 0§ 145788

- See accompanying notes




SANSTRUM 8 ASSOCIA’IBS INC
STATEMENT OF CASH FLOWS

| For the year ended December 31 2001

CASH'FLOWST FROM OPERATING ACTIVITIE‘S,

o Net loss

o Cash paid during the period for taxes

See accompanying notes. - )

-8-

Y ‘(31',60‘1")‘

@7

‘Adjustments to reconcﬂe net. loss to net cash
used by operating act1v1t1es ST
Depreciation - 7,733
Loss on sale of assets - 2,086
‘(Increase) decrease in assets: - - o
- Commissions receivable. - (17,122) ¢
Prepaid expenses - , - (18,766)
* Miscellaneous depos1t |
" Deferred tax ' (1, 263)
Increase (decrease) in 11ab111t1es :
- Accounts payable” - 448 -
* Accrued payroll, (4, 898) -
- Income taxes payable . (11 907).
’ Commission‘s\payables - 9,564
| Net cash used by operatmg act1v1t1es o (66.023) N
CASH FLOWS FROM INVESTING ACTIVITIES o
Purchase of furniture and equipment (9,380).
Proceeds. from the disposal of equipment . 850
* Net cash used by investing v,aetiv‘ities "‘ L (8.530)
.NET DECREASE IN CASH ‘(74,’55‘3)‘7
o CASH BEGINNING OF YEAR B 178.755 |
CASH, END OF YEAR o 8 104202
Supplemental Dlsclosure of Cash Flow Informatlon - R
- Cash paid during the perlod for interest $ . 258
’ $ 16,400




SANSTRUM t‘.? ASSOCIATES INC
NOTES TO THE F INAN CIAL STATEMENTS

For the year ended December 31 2001

‘ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BUSINESS ACTIVITY Sanstrum & Assoclates Inc is engaged pnmanly in the sale of secuntles “

~and investment company stock. The company was incorporated in the State of Oregon in June 1987,
~ and commenced 'operat1ons as a broker/dealer in March 1988, when it registered with the Securities.
- and Exchange Commission (the "SEC") and obtained National Association of Securities Dealers .
- authorization, pursuant to the relevant provisions of the Securities Exchange Act of l934 as
amended. a : : -

| CASH AND CASH EQUIVALENTS For purposes of the statement of cash flows, the Company
** considers cash and cash equivalents to include all time deposits, money ‘market accounts, repurchase

agreements and highly liquid investments purchased w1th ori gmal maturities of three months orless

" at the date' of purchase

FURNITURE AN D EQUIPMENT Furniture and equ1pment are recorded at cost Expendrtures
for major repairs and betterments that extend the useful lives of the furniture and equipment are

o capitalized. Maintenance or minor repairs are charged to expense when incurred. When furniture or
‘equipment is sold or otherwise dlsposed of, the asset and related accumulated deprec1at10n are
vremoved from the accounts, and any gam or loss is 1ncluded in the statement of'income.

" The cost of furmture and equ1pm_ent is deprec1ated over the estrmated useful hves of 'the related B
.assets. Depreciation is computed using the straight-line method for financial reporting purposes.. -

The estimated useful lives range from 3 to 7 years. Depreciation expense for the year ended
December 31, 2001 was $7 733. o ’ A

SECURITIES TRANSACTIONS Secunty transact1ons and related commission revenue andr" '

”expense are recorded on a settlement date basis. thferences between trade date and settlement date,
if any, are not si gnlﬁcant ' -

IN COME TAXES - The Company utilizes the llabthty method of accountmg for deferred income -

taxes. The liability method provides deferred taxes on the balance sheet for the temporary
differences between financial statement and income tax return basis of assets and llabllltl es as of the
- year end at the presently enacted tax rates. * - "

'USE OF ESTIMATES The preparation of financial statements in accordance with generally. |
- accepted accounting pnnc1ples requires management to make estimates and assumptions that affect

certain reported amounts and drsclosures Accordlngly, actual results could d1ffer from those f
est1mates : o ' ' : , :




- SANSTRUM & ASSOCIATES, INC.
NOTES TO THE FINANCIAL STATEMENTS

For the year ended December 31 2001

ADVERTISING COSTS -
‘ The Company expensed advemsmg costs m the amount of $3, 794 as mcurred

COMMISSIONS RECEIVABLE

Commissions recelvable represent amounts owed to the company by its clearmg agent Rauscher |
P1erce Refsnes, Inc at December 31, 2001

Management of the company beheves all recewables will be collected and, therefore, no prov1s1onl

. for doubtful accounts has been made

DEPOSITS AT CLEARING HOUSE

~ The company maintains a $10, OOO dep051t at Rauscher Pierce Refsnes Inc R P R. ). R.P.R. may |

offset any deficiencies, of which none were encountered, against the depos1t balance. The agreement -

~ may be terminated by either party, and all remaining balances will be refunded to the company.
‘PENSION PLAN
1 On January 1, 1995, the company adopted a Slmphﬁed Employee Pension Plan The plan coversall

~ employees who have obtained the age of 21 and performed services for the company for at least six
months. Employer contributions to the plan are at the discretion of the Board of Directors. There are

no limits on'employee contributions. The company’s pension expense was $25, 185 for the year
ended December 31, 2001.

OPERATING LEASES o

The Company leases ofﬁce space under tenns of an operatmg lease wh1ch exp1res June 30, 2006 ,
~ Monthly rent under the agreement is $3,124 plus common area expenses Rental expense for the

year ended December 31 2001, was $32,918. .

-10-




S&%INESQFIIIJQVI é?'z%éiS()(?I!KI?EEi 110(3
NOTES TO THE FINAN CIAL STATEMENTS

For the year ended December 31 2001

OPERATING LEASES (Contmued)

M1n1mum future lease payments under the non- cancelable operatlng lease descrlbed above are as .
follows : : ~ :

Year endngecember 31 2002 S 7, $ 37,488 .
. . 2003 . o 37,488
: 2004 - - . 38424 .-
2005 . © - 39,360
2006 Co 19,.680
Total m1n1mum future lease payments k . 172,44
) INCOME TAXES

! Income taxes are prov1ded for the tax effects of transactions reported in the financial statements and_

consist of taxes currently due plus deferred taxes. Deferred taxes are provided for the temporary

. differences in basis of the Company's assets and liabilities and their reported amounts.” These

differences relate principally to prior year net operating loss carryforwards for tax purposes and

- differences in book and tax depreciation methods. Deferred tax assets and liabilities are determined '

" based on the enacted rates that are expected to be'in effect when these differences are expected to

~ - reverse: Deferred tax expense or ‘benefit is the result of the changes in the deferred tax assetsand
L 11ab111t1es : : X

- For the year ended December 31, 2001 the Company s 1ncome tax expense consists of the :

followmg components

» 2001
Current income tax expense (beneﬁt) o o D R 4
Federal e . o o 8 (3919
~ State - AR : 720
Deferred income tax expense (beneﬁt)‘: o o ‘ _‘ J
" Federal. - = - L L o $ 409
State . o (1L672)
Incdme'tax\provision ) o o - '8 (4.462)

11




, Non-current:

SANSTRUM 3 ASSOCIA’IES, INC
N OTES TO THE FINAN CIAL STATEMENTS

For the year ended December 31 2001 |

: "IN COME TAXES. (Contmued)

o The net deferred tax liabilities and assets in the accompanymg balance sheet at December 31,
: 2001 included the- followmg components ‘ S

_2001
Deferred tax 11ab111t1es L e SRR s (500
Deferred_tax assets . .. o ©oe e 1,765 N
- The Company has a State of Oregon net operatmg loss carryforward of $26 743 expmng through .

2021 avallable to offset future state taxable lncome '

RELATED PARTY TRANSACTIONS"

The company leases furmture from a stockholder on a month-to- month bas1s Rental expense for

. ‘ the year ended December 31,2001, was $4 668

_ NET CAPITAL

The Company is subject to the Umform Net Capltal Rule (the "Rule") adopted by the SEC Wthh

requires the maintenance of minimum net capital to be greater than 1/15" of. aggregate indebtedness
" or $50,000 under Rule 15¢3-1(a)(2). - At December 31, 2001, the company has net capital and

~ required net capital $50,000, respectively, and a ratio of aggregate indebtedness to net capital of 47 |
j to 1. Net capltal and requrred net capltal may ﬂuctuate ona dally basis. .. - -

S12-
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SANS‘T RUM & ASSOCIATES INC

SCHEDULE OF OPERATING EXPENSES

For the year ended December 31 2001

. Advertising and promotion

Commission and clearing fund.

'CommiSsions and wages

Computer services :
Depreciation and amortlzatlon
- Dues and subscnptlons

| Employee 'educ‘ation‘
. Insurance '

Maintenance -

Meals and entertainment

- Miscellaneous
- Office supplies

Payroll taxes and employee beneﬁts .
. Pension expense _
- . Postage and delivery o

. Professional fees
- Regulatory fees

Rent

" Saif, SIPC
‘Tax and licenses.
: -Telephone

Travel

" Total opefztting expenses

14

s 3,794

54043
570,422
5,367

1733
3,261

2,244
1,256
531

"9987- ,
2,255 -
17,456
74,235
25,185
8,459 .

11,025
- 9,061
37,586

1,573
1534
10,965

26150
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'AGGREGATE INDEBTEDNESS:

SANSTRUM & ASSOCIATES, INC

COMPUTATION OF NET CAPITAL UNDER RULE 15 c3-1 »

December 31 2001

L NET CAPITAL

Total stockholders equlty
Less nonallowable assets: o
Other current assets
Furniture and equipment
Lease deposit - '
" Deferred tax asset

' Total honallowable as‘setsi‘h o

Net capi:tal" -
Total liabilities from balance sheet

Mmlmum net capital required
E_xcess net caprtal
- Excess of caipital at 1 000% ‘

‘Ratio of aggregate 1ndebtedness to net cap1ta1

RECONCILIATION WITH COMPANY’S COMPUTATION

Net capital, as reported in Company’s Part 1A
(unaudited) Focus Report

Reductlons to retained ‘earnings for audit ad_]ustments
pnmanly related to accrual adJustrnents

~Net capltal per above

-15-

32,145
18,165
1,904

1263
53471
S 112311

$ 53047

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS; S

© 113,277

(%66




SANSTRUM & ASSOCIATES INC
- EXEMPTION FROM RESERVE REQUIREMENTS UNDER RULE 15 ¢33

December 31 2001

’EXEMPTIVE PROVISIONS" |

~ . The company is exempt from the prov1s10ns of Rule 15¢3-3 under the Securities Exchange Actof

1934, in that the Company's activities are limited to those set forth in the condltlons for exemptlon

. appeanng in paragraph (k)(l)(u) in the Rule.

-16'-
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL :
' REQUIRED BY SEC RULE 17a-5

1

To the Board of Dlrectors _
Sanstrum & Assocrates Inc o
Portland Oregon

In plannmg and performing our aidit of the financial statements of Sanstrum & 'Assoc1ates Inc. for »
the year ended December 31, 2001, we considered its internal control structure, 1nc1ud1ng control .
: ’actwltles for safeguardmg securities, in order to determine our audrtmg procedures for the purpose of .

expressing our ‘opinion on the finang¢ial statements and not to prov1de assurance on the 1ntema1 :

_ control structure

Also, as requlred by Rule 17a 5(g)(1) of the Secuntles and Exchange Commrss1on we have made a

study of the practlces and procedures followed by Sanstrum & Associates, Inc. that we considered

- relevant to the objectives stated in Rule 17a-5(g), in making the penodlc computations of aggregate

1ndebtedness and net capital under Rule 17a-3(a) (11) and for determrmng compliance with the

exemptlon prov1s1ons of Rule 15¢3-3. We did not review the practices and-procedures followed by
. the company (1) - in ‘making the quarterly securities examination, counts; verifications and

comparisons, and the recordation of differences required by Rule 17a-13 or (2)in complymg with the

R requlrements 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 securlty accounts for
o customers or perform cust0d1a1 functrons relating’ to customer securltles -

The management of the company is respons1b1e for estabhshlng and malntalning an internal control
- structure and practices and procedures referred to in the preceding paragraph. In fulfilling this
, responsrbrhty, estimates and judgments by management are required to assess the expected benefits -
‘and related costs of internal control structure policies. and procedures 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 Securities and Exchange Commission’s above-mentioned

' objectives. Two of the obj ectives of an internal control structure and the practices and procedures_
. are to provide management with reasonable, but not absolute, assurance that assets for which the
- company has respon51b111ty are safeguarded against loss from unauthorlzed use or dlsposmon and
© that transactions are executed in accordance with management s authorization-and recorded properly .
" to permit the preparation of financial statements in accordance with generally accepted accounting . -
. -principles. Rule 17a-5(g) lists add1t10na1 ob_]ectlves of the practlces and procedures listed in the
: precedlng paragraph ’ - o

"Because of 1nherent 11m1tat10ns in any 1nterna1 control or the practrces and procedures referred to
-above, misstatements due to error or fraud may occur and not be detected. -Also, projections of any
“evaluation of the internal control or of such practices and procedures to future periods are subject to -

the risk that they may become 1nadequate because of changes in cond1t1ons or: that the degree of
comphance with the practlces or procedures may deteriorate. :

Al




. . ‘

: evaluatron of the 1nterna1 control orof such practlces and procedures to future periods are subJ ect to

the risk that they may become inadequate because of changes in condltlons or that the. degree of
comphance w1th the practlces or procedures may detenorate

Our cons1derat1on of the Company s 1nterna1 control would not necessarlly dlSClOSG all matters in the’ :
Company's mternal control that might be material weaknesses under standards established by the

 American Instltute of Certrﬁed Public Accountants. A material weaknessisa condrtlon in which the

design or operation of one or more of the internal control components does not reduce to a relatively .

R low level the risk that misstatements caused by error or fraud in amounts that would be material in

relatlon to the- financial statements belng audited may occur .and not be detected within a timely - .

- perlod by employees in:the normal course of performmg their ass1gned functlons However we

noted no matters involving the Companys internal control and its operat1on 1nclud1ng control .

. -activities for safeguardmg secuntles that we consrder to be matenal weaknesses as deﬁned above

g We understand that practlces and procedures that accomphsh the obJ ectlves referred to in the second
paragraph of this report are consrdered by the Commission 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 Comm1ssmn S.

obj ect1ves

Th1s reportis mtended solely for the 1nformat10n and use of the Board of Dlrectors management the

~ Sécurities and Exchange Commission, the National Association of Securities Dealers, and other

regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act 0f 1934 in their
regulation of registered brokers. and dealers and is not 1ntended to be and should not be used by
anyone other than these specrﬁed partles L }' R

MWMCJ-\; th%selc..‘, L"" |

. ‘January 29,2002
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