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OATH OR AFFIRMATION
1, Gerald P. Mikitka , swear (or affirm) that, to the best of my knowledge and
belief the accompanying financial statement and supporting schedules pertaining to the firm of
Capital Directions, Inc. ; as of
March 31 ,2002 , are true and correct. 1 further swear (or 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, except as follows:

P
< Signature
President
Title
e U M Nk i
Notary Public { “OFFICIAL SEAL”
: JANICE V. McNEELA
This report ** contains (check all applicable boxes): Notary Pubiic, State of [llinois
(a) Facing Page. My Commission Exp. 07/25/2002

b1

@ (b) Statement of Financial Condition. ~

@ (c) Statement of Income (Loss).

(& (d) Statement of Changes in Financial Condition.

@ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f Statement of Changes in Liabilities Subordinated to Claims of Creditors.

& (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

[J (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

0 () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. ‘

3 (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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W Robert J. Workman Certified Public Accountant

7301 Duvan Drive (708) 532-0405
Suite A Fax (708) 532-0451
Tinley Park, Illinois 60477 email: rworkmancpa@aol.com

INDEPENDENT AUDITOR’S REPORT

Capital Directions, Inc.
8038 Anne Court
Orland Park, IL 60462

I have audited the accompanying balance sheets of Capital Directions, Inc. as of March 31, 2002 and
2001, and the related statements of income, operating expenses, retained earnings, and cash flows
for the years then ended. These financial statements are the responsibility of the Company's
management. My responsibility is to express an opinion based on my audits.

I conducted my audit in accordance with generally accepted auditing standards. Those standards
require that I 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. I believe that my audit provides a reasonable basis for
my opinion.

In my opinion, the financial statements referred to above, present fairly, in all material respects, the
financial position of Capital Directions, Inc. at March 31, 2002 and 2001, and the results of its
operations and its cash flows for the years then ended in conformity with generally accepted
accounting principles.

b —

Robert J. Workman
Certified Public Accountant
May 21, 2002

Member of American Institute of Certified Public Accountants



Current Assets:
Cash
Money Market
Accounts Receivable
Prepaid Insurance
Interest Receivable

Total Current Assets

Property and Equipment:
Leasehold Improvements
Furniture

Accumulated Depreciation

Total Property and Equipment

Other Assets:
NASD Warrants
Security Deposits

Total Other Assets

Total Assets

Current Liabilties:
Accounts Payable

Shareholder's Equity:
Common Stock (see note 4)
Paid - in Surplus
Retained Eamnings

Total Shareholder's Equity:

Total Liabilities and Equity

Capital Directions, Inc.
Balance Sheets

03/31/2002 and 2001
2002 2001
ASSETS
$ 4,607.13 $ 118.00
11,576.00 27,163.15
6,557.85 10,330.35
877.50 625.30
2.89 14.22
23,621.37 38,251.02
1,100.00 1,100.00
19,916.00 19,916.00
(21,016.00) (21,016.00)
0.00 0.00
3,300.00 3,300.00
218.75 218.75
3,518.75 3,518.75
$ 27,140.12 41,769.77
LIABILITIES AND EQUITY
S 5,500.00 9,000.00
. 200.00 200.00
19,800.00 19,800.00
1,640.12 12,769.77
21,640.12 32,769.77
S 27,140.12 § 41,769.77

The accompanying notes are an integral part of these financial statements.
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Capital Directions, Inc.
Statements of Income

For the years ended 03/31/2002 and 2001

Revenue:
Mutual Fund Sales

Operating Expenses:
Office Services
Storage Rent
Brokerage Fees
Bank Service Charge
Insurance
Publications
Commissions
Postage and Shipping
Professional Fees
Franchise Tax
Supplies

Total Operating Expenses

Income (Loss) from Operations
Other Income and (Expense):

Interest Income

Total Other Income and (Expense)

Net Income (Loss)

2002 % 2001
$ 3475503 100.0 $ 305,147.91
1,646.20 4.7 1,625.21
600.00 1.7 600.00
42600 1.2 514.00
24.00 0.1 0.00
837.80 2.6 1,358.38
120.00 0.3 301.00
41,900.00 120.6  294,300.00
65.80 0.2 390.23
600.00 1.7 575.00
50.00 0.1 50.00
3495 0.1 0.00
46,354.75 1334  299,713.82
(11,599.72) (33.4) 5,434.09
47007 1.4 1,629.02
47007 14 1,629.02
$  (11,129.65) (32.0)$  7,063.11

The accompanying notes are an integral part of these financial statements.
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Capital Directions, Inc.
Statements of Retained Earnings
For the years ended 03/31/2002 and 2001

2002 2001
Retained Eamings, April 1, 3 12,769.77 § 5,706.66
Net Income (Loss) (11,129.65) . 7,063.11
Retained Earnings, March 31, $ 1,640.12 § 12,769.77

The accompanying notes are an integral part of these financial statements.
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Capital Directions, Inc.
Statements of Cash Flows

For the years ended 03/31/2002 and 2001

Cash flows from operating activities
Net Income (Loss)

Adjustments to reconcile net income (loss) to net cash

provided (used) by operating activities:
(Increase) decrease in accounts receivable
(Increase) decrease in prepaid expenses
(Increase) decrease in other assets
Increase (decrease) in accounts payable
Total adjustments

Net cash provided (used) by operating activities

Cash flows from investing activities:
Investment in warrants

Net cash provided (used) by investing activities

Net increase (decrease) in cash and equivalents

Cash and equivalents, begining of year

Cash and equivalents, end of year

2002 2001

) (11,129.65) 7,063.11
3,772.50 40,437.35

(240.87) 459.38
0.00 (3.40)
(3,500.00) (33,000.00)

31.63 7,893.33

(11,098.02) 14,956.44
0.00 (3,300.00)
0.00 (3,300.00)

(11,098.02) 11,656.44

27,281.15 15,624.71

$ 16,183.13 $ 27,281.15

The accompanying notes are an integral part of these financial statements.
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Capital Directions, Inc.
Notes to Financial Statements
March 31, 2002

1. Summary of Significant Accounting Policies
Basis of Presentation
The Company recognizes income and expenses by the accrual method accounting for both
financial statement reporting and income tax purposes. Commission income is recognized based
on the trade date of a transaction.

Accounts Receivable

The company uses the direct write-off method in recording bad debts therefore, there is no
allowance for bad debts in the financial statements.

Property and Equipment
/
The policy of the Company is to provide for depreciation by charges to earnings using the
straight line method based on the estimated useful life of the asset (see note 2).

Cash Flows Statement

For purposes of the statement of cash flows, the Company considers marketable securities with
maturities of three months or less to cash equivalents.

2. Depreciation

Depreciation expense charged to earnings for the year ended March 31, 2002 and 2001
amounted to $0 and $0, respectively.

The depreciation or recovery methods used and the expected useful or recovery periods of the
depreciable assets are as follows:

Useful Lives/
Assets Methods Recovery Period
Improvements Straight Line 15 years
Furniture Straight Line 5 and 7 years
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Capital Directions, Inc.
Notes to Financial Statements
March 31, 2002

3. Income Taxes

The Company has a net operating loss carryforward of $129,755 including the current year net
loss of $11,130. This will be used in any future periods generating taxable income until it is
fully absorbed.

4. Capital Stock
The Company has authorized 500,000 shares of common stock with a .01 par value. The
Company currently has issued and outstanding 20,000 shares.

5. Net Capital Requiements
The Company is subject to the net capital rule 15¢3-1 of the Securities and Exchange
Commission. This rule prohibits the Company from engaging in any securities transaction at a
time when its aggregate indebtedness exceeds fifteen times its net capital as those terms are

defined by the rule. At March 31, 2002, the Company's net capital and aggregate indebtedness
were $17,012 and $5,500, respectively.
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V\\]‘ Robert J. Workman Certified Public Accountant

— .
7301 Duvan Drive (708) 532-0405
Suite A Fax (708) 532-0451
Tinley Park, Illinois 60477 : email: rworkmancpa@aol.com

To the Board of Directors
Capital Directions, Inc.
Orland Park, IL 60462

I have audited the financial statements of Capital Directions, Inc., for the years ended March 31, 2002 and 2001,
and have issued my report thereon dated May 21, 2002. These financial statements are the responsibility of the
Company’s management. My responsibility is to express an opinion on these financial statements based on my
audit.

My audit of the basic financial statements presented in the preceding section of this report was made for the
purpose of forming an opinion on such financial statements taken as a whole. The accompanying information
and schedules are presented for purposes of additional analysis and are not a required part of the basic financial
statements, but is supplementary information required by rule 17a-5 of the Securities and Exchange
Commission. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

s~

Robert J. Workman
Certified Public Accountant
Tinley Park, IL 60477
May 21, 2002

Page 8

Member of American Institute of Certified Public Accountants



]

VV = Robert J. Workman Certified Public Accountant

7301 Duvan Drive (708) 532-0405
Suite A Fax (708) 532-0451
Tinley Park, Illinois 60477 email: rworkmancpa@aol.com

To the Board of Directors
Capital Directions, Inc.
Orland Park, IL 60462

In planning and performing my audit of the financial statements of Capital Directions, Inc., for
the years ended March 31, 2002 and 2001, I considered its internal control structure, including
procedures for safeguarding securities, in order to determine my auditing procedures of
expressing my opinion on the financial statements and not to provide assurance on the internal
control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, I have made a
study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by Capital Directions, Inc. that I considered relevant to the objectives
stated in rule 17a-5(g), (1) in making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capital under rule 17a-3(a)(11) and the reserve required by rule 15¢3-
3(e); (2) in making the quarterly securities examinations, counts, verifications and comparisons,
and the recordation of differences required by rule 17a-13; (3) 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; and (4) in obtaining and maintaining physical
possession or control of all fully paid and excess margin securities of customers as required by
rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgements 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 Commission’s above-mentioned
objectives. Two of the objectives 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 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 generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Page 9
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Capital Directions, Inc.
May 21, 2002
Page 2

Because of inherent limitations in any internal control structure 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
deteriorate.

My consideration of the internal control structure 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 structure elements does not reduce
to a relatively low level the risk that errors 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. However, 1
noted no matters involving the internal control structure, including procedures for safeguarding
securities, that I considered to be material weaknesses as defined above.

I understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its
purposes in accordance with the Securities and 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 my study,
I believe that the Company’s practices and procedures were adequate at March 31, 2002, to meet
the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the New York Stock Exchange and other regulatory agencies which rely on Rule
17a-5(g) under the Securities Exchange Act of 1934 and should not be used for any other

purpose.

Robert J an
Certified Public Accountant
May 21, 2002
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Capital Directions, Inc.

Computation of Net Capital Pursuant to Rule 15C3-1

03/31/2002 and 2001
2002 2001
Capital:

Capital Stock 200.00 200.00

Paid - in Surplus 19,800.00 19,800.00

Retained Earnings 1,640.12 - 12,769.77

21,640.12 32,769.77
Non - Allowable Assets:

Security Deposits 218.75 218.75

Prepaid Expenses 877.50 625.30

NASD Warrants 3,300.00 3,300.00

Leasehold Improvements 1,100.00 1,100.00

Furniture and Fixtures 19,916.00 19,916.00

Accumulated Depreciation (21,016.00) (21,016.00)
Total Non - Allowable Assets 4,396.25 4,144.05
Net Capital before Haircuts 17,243.87 28,625.72
Haircut:

2% Money Market Fund Deduction (231.52) (531.94)
Net Capital 17,012.35 28,093.78
Minimum Net Capital 5,000.00 5,000.00
Excess Capital 12,012.35 § 23,093.78
Total Aggregate Indebtedness 5,500.00 $ 9,000.00
Percentage of Aggregate Indebtedness to Net Capital 32.33 32.04

Reconciliation to X-17A-5 Quarterly Report: |

Quarterly reports for March 31, 2002 and 2001 did not include $6,558 and § 10,330 in accounts receivable,
respectively. These were collected within 30 days and were, therefore, included in allowable assets
increasing net capital by the same amounts. Additionally, the quarterly reports did not include $5,500 and
$9,000, in accounts payable attributable to the respective fiscal years.

There were no other material differences between the computation of net capital and the corresponding
computation and determination submitted by the Company with the unaudited X-17A-5 as of
March 31, 2002 and 2001.
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