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CHU and WATERS, LLP
CERTIFIED PUBLIC ACCOUNTANTS

120 MONTGOMERY STREET, SUITE 1450 ' TELEPHONE: (415) 398-4769
SAN FRA:JC(SCO, CA 94104 FACSIMILE: (415) 394-6664

EMAIL: CHUWATERS@AOL.COM
INDEPENDENT AUDITOR’ PORT

To the Board of Directors and Stockholder of
Cypress Capital Corporation
San Francisco, California

We have audited the accompanying statements of financial condition of Cypress Capital
Corporation (a wholly-owned subsidiary of Cypress Leasing Corporation) (The Company) as of
December 31, 2001 and 2000, and the related statements of operations, changes in stockholder’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 Cypress Capital Corporation (a wholly-owned subsidiary of Cypress Leasing
Corporation) at 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 basic financial statements
taken as a whole. The information contained in the accompanying schedules of Computation of Net
Capital Pursuant to Uniform Net Capital Rule 15¢3-1 of the Securities and Exchange Commission
and Computation for Determination of Reserve Requirements Under Rule 15¢3-3 of the Securities
and Exchange Commission 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 of the
Securities 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, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Chi and e ton . LLP

CHU and WATERS, LLP
Certified Public Accountants

January 25, 2002



CYPRESS CAPITAL CORPORATION
(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

STATEMENTS OF FINANCIAL CONDITION

December 31,

2001 2000
ASSETS
CURRENT ASSETS:
Cash $ 140,020 $ 75,460
Commission advances 73,050 35,475
Other receivable 8,000 -
TOTAL ASSETS h) 221,070 h) 110,935
LIABILITIES AND STOCKHOLDER’S EQUITY
CURRENT LIABILITIES:
Accounts payable $ 925 $ 975
Other payable 8,000 -
Total current liabilities 8,925 975
STOCKHOLDER'’S EQUITY:
Common stock, no par value, 10,000
shares authorized, 1,000 shares issued
and outstanding : 15,000 15,000
Paid-in capital 534,590 409,590
Accumulated (deficit) ) (337,445) (314,630)
Total stockholder’s equity 212,145 109,960
TOTAL LIABILITIES AND
STOCKHOLDER’S EQUITY 5 221,070 $ 110,935

The accompanying notes are an integral
part of these financial statements.



CYPRESS CAPITAL CORPORATION
(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

STATEMENTS OF OPERATIONS

For The Years Ended December 31,

2001 2000
REVENUE:
Commission income $ 2,254,812 $ 856,163
Expense reimbursement revenue 1,003,750 380,064
Interest income 568 1,285
Total revenue 3,259,130 1,237,512
OPERATING EXPENSES:
Commissions to other broker-dealers 2,260,697 860,650
Commissions to employees 1,001,539 380,064
Professional fees 11,500 9,062
Other operating expenses 8,209 4,517
Total operating expenses 3,281,945 1,254,293
NET (LOSS) $ (22,815) $ (16,781)

The accompanying notes are an integral
part of these financial statements.



CYPRESS CAPITAL CORPORATION
(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

TATEMENT

Balance at
December 31, 1999

Net (loss) for the year ended
December 31, 2000

Balance at
December 31, 2000

Additional capital
contribution

Net (loss) for the year ended
December 31, 2001

Balance at
December 31, 2001

The accompanying notes are an integral
part of these financial statements.

AN T LDER’ Y
Common Paid-in Accumulated
stock capital (deficit) Total
$ 15000 § 409,590 $(297,849) § 126,741
- - (16,781) (16,781)
15,000 409,590 (314,630) 109,960
- 125,000 - 125,000
- - (22,815) (22,815)
$ 15000 § 534,590 $(337,445) § 212,145




CYPRESS CAPITAL CORPORATION
(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

STATEMENTS OF CASH FLOWS

For The Years Ended December 31,

2001 2000
Cash flows from operating activities:
Net (loss) $ (22,815) $ (16,781)
Adjustments to reconcile net (loss) to net
cash (used) provided by operating activities:
(Increase) decrease in commission advances (37,575) 25,275
(Increase) decrease in other receivable (8,000) 4,047
(Decrease) in accounts payable (50) (1,455)
Increase in other payable 8,000 -
Total adjustments (37,625) 27,867
Net cash (used) provided by
operating activities (60,440) 11,086
Cash flows from financing activities:
Proceeds from additional paid-in capital
provided by The Parent 125,000 -
Net cash provided by
financing activities 125,000 -
NET INCREASE IN CASH 64,560 11,086
CASH, beginning of year 75,460 64,374
CASH, end of year $ 140020 § 75,460

The accompanying notes are an integral
part of these financial statements.



CYPRESS CAPITAL CORPORATION
(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Business Activity

Cypress Capital Corporation (The Company) was incorporated under the laws of the State of
California on November 27, 1996. It became a member of the National Association of Securities
Dealers, Inc. and concurrently registered with the Securities and Exchange Commission on

April 15, 1997. The Company is a fully-disclosed broker-dealer engaged exclusively in the
business of the wholesale offering and selling of investment interests in equipment leasing
programs sponsored by its Parent, Cypress Leasing Corporation (The Parent) and its affiliates.
The Company is a wholly-owned subsidiary of Cypress Leasing Corporation.

As a wholly-owned subsidiary, The Company is subject to the control of The Parent and its
subsidiaries. It is also subject to related party transactions such as loans, dividends, and expense
allocations. The Company has entered into an operating expense funding agreement with The
Parent and Cypress Equipment Management Corporation II, a wholly-owned subsidiary of The
Parent, whereby The Parent and Cypress Equipment Management Corporation II, at their
discretion, may directly pay certain commissions and other expenses on behalf of The Company.
The payment of such expenses by The Parent and Cypress Equipment Management Corporation
II results in the recognition of expense reimbursement revenue and the corresponding expense by
The Company. In addition, The Parent may indirectly bear overhead expenses of The Company
by providing certain overhead items (such as office space, equipment use, utilities and
administrative service) without charge to The Company.

Method of Accounting

The Company has prepared the accompanying financial statements using the accrual method of
accounting.

Cash

For purposes of the statements of cash flows, The Company considers all demand deposit
accounts and all interest bearing time deposit accounts due on demand as cash equivalents.

Commission Advances

The Company pays commissions to third parties upon the sale of investment interests in
equipment leasing programs. The Company records these payments as commission advances
until such time as the investor is admitted as a member in the leasing program and The Company
receives its commission income.



CYPRESS CAPITAL CORPORATION
(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

NOTES TO FINANCIAL STATEMENTS
{(Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes

The Company is a member of a consolidated group and does not file separate income tax returns.
The consolidated group, consisting of The Parent Company, The Company and other subsidiaries
of The Parent Company file consolidated income tax returns. Income tax expense for The
Company consists of The Company’s allocable share of the income tax expense of the
consolidated group. Income tax expense is allocated to The Company based upon The
Company’s taxable income for the period as compared to the taxable income of the consolidated

group.

Any income tax liability is reflected on the statements of financial condition as a payable to The
Parent. Per agreement with The Parent, no receivable is reported for income tax benefits. The
Company does not have any significant taxable temporary differences that would require the
recognition of deferred income taxes.

Estimates

Management uses estimates and assumptions in preparing these financial statements in
accordance with generally accepted accounting principles. Those estimates and assumptions
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities, and the reported revenues and expenses. Actual results could vary from the estimates
that were used.

NOTE B - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15to 1. As of
December 31, 2001, The Company’s net capital as defined, was $131,095, which was $126,095
in excess of its required amount of $5,000. The Company’s ratio of aggregate indebtedness, as
defined, to net capital was 0.07 to 1.



CYPRESS CAPITAL CORPORATION
(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE C - CONCENTRATIONS

Concentration of Revenues

During the year ended December 31, 2001, The Company received substantially all of its
commission income and expense reimbursement revenue from The Parent, a wholly-owned
subsidiary of The Parent and equipment leasing programs sponsored by The Parent.

During the year ended December 31, 2000, The Company received 100% of its commission
income and expense reimbursement revenue from The Parent, a wholly-owned subsidiary of The
Parent and equipment leasing programs sponsored by The Parent.

Concentration of Credit Risk

Financial instruments that potentially subject The Company to credit risk include cash accounts
with a bank balance of $492,237 of which $392,237 is in excess of the Federal Depository
Insurance Corporation coverage of $100,000 at December 31, 2001. The difference between the
carrying amount of the cash accounts and the bank balance is primarily due to outstanding
checks and deposit in transit.

NOTE D - RELATED PARTY TRANSACTIONS

The Company had expense reimbursement revenue totaling $854,265 during the year ended
December 31, 2001 from Cypress Equipment Management Corporation II, a wholly-owned
subsidiary of The Parent and the manager of Cypress Equipment Fund III, LLC, Cypress
Equipment Fund IV, LLC, Cypress Equipment Fund V, LLC and Cypress Equipment Fund VI,
LLC, equipment leasing programs sponsored by The Parent..

The Company received commission income totaling $1,246,022 and $764,971 during the year
ended December 31, 2001, from Cypress Equipment Fund V, LLC and Cypress Equipment Fund
VI, LLC, respectively.

During the year ended December 31, 2001 and 2000, The Company received commission
income totaling $243,819 and $85,815, respectively, from Cypress Equipment Management
Corporation II, a wholly-owned subsidiary of The Parent.

The Company had expense reimbursement revenue totaling $147,274 and $380,064 during the
years ended December 31, 2001 and 2000, respectively, from The Parent.



CYPRESS CAPITAL CORPORATION
(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE D - RELATED PARTY TRANSACTIONS (Continued)

As of December 31, 2001, other payable includes an $8,000 of short-term advance from Cypress
Equipment Management Corporation II, a wholly-owned subsidiary of The Parent.

The Company received commission income totaling $770,348 during the year ended
December 31, 2000, from Cypress Equipment Fund IV, LLC.

During the years ended December 31, 2001 and 2000, The Parent provided office space, utilities,
equipment use and administrative services without charge to The Company.
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CYPRESS CAPITAL CORPORATION

(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

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

DECEMBER 31, 2001

NET CAPITAL
Total stockholder’s equity

Total stockholder’s equity qualified for net capital
Deductions and/or charges:
Non-allowable assets:
Commissions advances
Other receivable
Total non-allowable assets
Net capital before haircuts on securities positions
Haircuts on securities positions

Net capital

AGGREGATE INDEBTEDNESS
Items included in statement of financial condition:
Accounts payable
Other payable

Total aggregate indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required (based on aggregate indebtedness)

Minimum net capital requirement of reporting broker or dealer
Net capital requirement (greater of above)
Excess net capital over requirement

Ratio: aggregate indebtedness to net capital

The accompanying notes are an integral
part of these financial statements.
11
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CYPRESS CAPITAL CORPORATION
(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

SCHEDULE OF COMPUTATION OF NET CAPITAL PURSUANT TO UNIFORM
NET CAPITAL RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2001
{Continued)

RECONCILIATION WITH COMPANY’S COMPUTATION

For the year ended December 31, 2001, there were no material differences from The Company’s
net capital computation, accordingly, a reconciliation with company’s computation has not been
included.

The accompanying notes are an integral
part of these financial statements.
12



CYPRESS CAPITAL CORPORATION
(A WHOLLY-OWNED SUBSIDIARY OF CYPRESS LEASING CORPORATION)

SCHEDULE OF COMPUTATION OF DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2001

The Company is exempt under provision of Rule 15¢3-3 due to the fact that The Company does
not carry securities accounts for customers or perform custodial functions relating to customer
securities. The Company was in compliance with the conditions of the exemption.

The accompanying notes are an integral
part of these financial statements.
13



CHU and WATERS, LLP

CERTIFIED PUBLIC ACCOUNTANTS

120 MONTGOMERY STREET, SUITE 1450 ’ TELEPHONE: (415) 398-4769
San Francisco, CA 94104 FACSIMILE: (415) 394-6664
EMAIL: CHUWATERS@AOL.COM

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 173-5

To the Board of Directors
Cypress Capital Corporation

In planning and performing our audit of the financial statements and supplemental schedules of
Cypress Capital Corporation (a wholly-owned subsidiary of Cypress Leasing Corporation) (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
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 for determining compliance with the exemptive provisions of Rule 15¢3-3. Because
The Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by The
Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

The management of The Company is responsible for establishing and maintaining 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 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 accordance with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

14



Cypress Capital Corporation
Page Two

Because of inherent limitations in internal control or the practices and procedures referred to above,
error or fraud 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.

Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weakness 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 error or
fraud 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, we noted no matters involving internal control, including
control activities for safeguarding securities, that we consider to be material 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.

This report is intended solely for the 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 is not intended to be and should not be used by anyone other
than these specified parties.

KA«/M ol LLP
CHU and WATERS, LLP
Certified Public Accountants

January 25, 2002
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