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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

VORPAHL WING SECURITIES

FIRM 1D. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
505 W. RIVERSIDE AVE., SUITE 205
y (No. and Street)
SPOKANE WA 99201
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
TIM VORPAHL ' 809 747 1749

(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION _
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

SCHOEDEL & SCHOEDEL, CPAS

(Name — if individual, stote lasi, first, middle name)

422 W. RIVERSIDE AVE., SUITE 1420 SPOKANE WA 99201
(Address) » (Cty) (State) Zip Code)
CHECK ONE: |
@ Certified Public Accountant ,
O Public Accountant PROCESSEB

J Accountant not resident in United States or any of its possessions.
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*Claims for exemption from the requirement that the \gnpual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumistances relied on as the basis for the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

1, /mﬂ WV ﬂd M , swear (or affirm) that, to the

best of my knowledge. and befxef the accompanymg financial statement and supporting schedules pemumng to the firm of
4 oypaid Wing -Secunties
DECEMBER 31

as of

ﬁ 2001 are true and correct. 1 further swear (or affirm) that neither the company

nor any partner, proprietor, pnncxpal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

/ _— 2

//_//:;/

. —
N /”éézdcgmf

CHRISTINE C. LEFKOWSKI
NOTARY PUBLIC
STATE OF WASHINGTON
EXPIRES MARCH 4, 2003

report** contains (check all ‘applicable boxes): ——

{a) Facing page. : :

(b) Statement of Financial Condition.

(c) Statement of Income (L.oss).

_{d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor s Capital.

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

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.

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

() 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report descnbmg any material inadequacies found to exist or found to have existed since the date of the previous audit.

oo 0 HFO00SBEEed

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3).
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g \TlmVorpahI Pres1dent S R S A S L N
- Vorpahl Wing Securities, Inc I R T DI S I
1505 W. Riverside Ave,; Su1te205 e n e T
* -_i:_fSpokane Washlngton 99201 '

L We have audlted the accompanylng balance sheet of Vorpahl ng Secuntres Inc (a Washmgton‘- o
P 'Corporatron) as of December 31,2001, and thé related statements of i mcome retamed edrnjngsand. .
e changes n stockholder s equity,.and cash ﬂows for the year then ended. These financial statements ‘
" arethe respon51b111ty of the Company $ management Our respon31b111ty is to express an oprmon on s
Vo jthese ﬁnancral statements based on: our audrt ‘ : T > ’

R We conducted our audrt in accordance w1th audrtmg standards generaIIy accepted in the Umted S
- E States of Amenca “Those’ standards requlre that we plan and perform the audit to ‘obtain reasonablefff N
- - . assuranceé about whether the financial statements are free of material misstatement. “An. audit” <

L 1nc1udes exammmg, on atest basrs ev1dence supportmg the amounts and drscIosures inthe ﬁnancraI o

o statements An audit also 1nc1udes assessmg the accountmgtpnncrples used and si gmﬁcant estlmates“ .
;madebymanagement aswell as evaIuatmg the overall ﬁnanc1a1 statement presentatlon Webeheve: f
‘that our aud1t prov1des a reasonable basrs for our oprnron g : ‘
e In our opmron the ﬁnanc1al statements referred to above present falrly, in aII matenal respects the IR
’ ‘-ﬁnancral position of Vorpahl ng Securities, Inc as, of December 31, 2001, and the results of its - -
*. operations and -its cash flows for the year then ended in confonmty wrth accountmg prmc1ples" L

- generally accepted 1n the Umted States ofAmerlca T e . ‘_‘- e e T .

g 'Our exammatlon was made for the purpose of formrng an oprnron on the basrc ﬁnanmal statements S
o taken as-a whole. . The supportmg data contained:i in, Schedules I through IV 1is presented for the R
SR purpose of addltlonal analysis ‘and is not a: requrred part of the basic ﬁnan01al statements of the
L organization. Such information has been subjected to the aud1t1ng procedures apphed in‘the audit

.- of the basic ﬁnanc1al statements and, inour opinion, is falrly stated mn alI matenal respects in relatlon - ;"x S

R to the basw ﬁnancral statements taken as awhole

o

January29,2002



‘;‘VORPAHL WING SECURITIES, 1Nc;}f
- Spokane Washmgton E

BALANCE SHEET
December 31 2001

o " ASSETS .
CURRENT ASSETS: " .
o 'Accounts recervable comm1ss1ons o ‘
X Advances to corporate ofﬁcer S

* Central Reglstratron Deposrtory
o ‘Security deposit. - o

. Wedbush Morgan deposrt account 'ﬂ

Total current assets T R IR

e PROPERTY PLANT AND EQU]PMENT o TR

Net of accumulated deprec1at10n

I lNTANGIBLE ASSETS

B Net of accumulated amortrzatlon

LIABILITIES AND STOCKHOLDERS' EOUITY

N SRS X PR

o .33,829‘ "

154

115

3’*25 185”’_3-' -
L5267

2,634

L LA0L

: CURRENT LIABILITIES
Bank drafts in excess of balance
! "Accounts payable " "
- Accrued payroll taxes;
e ‘Pensron plan payable :
. Note payable current portron

Total current l1ab1l1t1es B

" LONG TERM L‘IAB[LAITYU "

Long-term debt less current portron |

- STOCKHOLDER‘S EQUlTY ‘ , 2
Authonzed capital consrstmg of 10; 000 shares of . _
. $1 par: value, issued and outstandmg I OOO shares:~ .
Retamed earnings - C corporatlon o '
Retamedreammgs S corporatlon

Total stockholder S equ1ty

279302,

ﬂ C R R E SISV EAA [ S 752
Credit card payable S T e R L R

o, 410 .

© 2,499

1,226
L704

536

‘.i’.’ .8 127‘ :

See Independent Audrtor s Report and ‘the accompanylng notes L

:': S
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R I “;__‘VORPAHLWING SECURITIES NC. - -
LR el Spokane Washlngton « :f“'_’- cen T

. STATEMENTOFINCOME .~ "7 o .
e For the year ended December 31 2001 O P

‘ ‘ Comm1ss1ons B ,“ '. , S $ 159 755;'\ i
_Gamonassetsales T

1934 T

-, - Interest earned {‘_i:‘g_? o . SR . S 918", _
. Interest partlclpatlon SN TR e SO 1 713 SRS

Tota] revenues '; ~' “- 164 320 o

EXPENSES e T T T T T
2N Advertlsmg e e e e e TBTIE
o Bank/mvestment charges LT T SRR S AR
" Broker Commlssmns Lk ’ "‘;_‘Ll T : C 1,703

S 75T : “ )

: ‘“‘Busmess gifts - SE e : 116 c
- ~Charitable donatxons R e . A 871-',' o

."I]:'CRDexpenses B R e
- Depregiation and amortlzatlon P e T e 10487

"86.

. _Dues and subscnptlons ‘ N RN ST T 3 626: ‘ _: Coe
,Educatlon T L ey o ) 101 A
Gross wages. " S e e - 20 786 .

* Insurance R = A e e T e BT T TS
. »‘Interest AR R el
‘Legal and- accountmg T AT RN -
. Marketing - e Sl e e T 3000

7,940 -

" Meals and entertamment ) R SRR IR . ‘_5‘712 118'.'.‘“: .

"‘ijf',_'-Medlcal relmbursement R P P AT BT 1 < S

;»..'Ofﬁce eXPeﬂSC L . “ 2957 .
,]’Ofﬁcer compensatlon g e e R 36 000" . :‘: :

- Other'expenses - - < . . .t " PR R T Coe Ll 351
"‘_'—‘_Payrolltaxes : SR T Tl 4,848
L :Pensmn plan

3,168

Repanrs and mamtenance UL AP S 7 A
Taxes and hcenses S e e T e e e e e s L30T

‘Telephone RO A A R IS 4718

P

: Total expenses el e

' 39,872

© NETINCOME -

See Independent Audltors Repon and the accompanymg notes NI
B B ey -2- L

g . lr‘

124 448":}5:& -



VORPAHL WING SECURITIES INC

Spokane Washmgton

S _STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY |
- For the year ended December 31 2001 ; :

’:Balances at

Januaryl 20t)1
el ‘."Net mcome

S 'Drstrrbutlons -

L ‘:"ledends o

Issuance of ‘.
common shares

.‘*JBalanceat S
December 31 2001_51.1

CapltalStock . L

Common

P

- Retained Earnings = =

. Corporations

| Shares e Amount

o

1,000 .8 1,000 7

- f".'g; 39, 872

| (35 338)

i (9086) ' "

1,000 -7 1,000 S

Cea03s. S, asi

3 69,569 -

See Independent Audltor s Report and the accompanymg notes

oy

: K

Total

. Stockholders
R Equ1ty s

- $v 74 121

39 872

('35,338): S

L 0,086)
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VORPAHLWINGSECURITIES INC R
Spokane Washmgton ‘- S e

STATEMENT OF CASH FLOWS
For the year ended December 31 2001

L N CASH FLOWS FROM OPERATIONS

Netincome . . R T I SPER R SR X.073
. “Adjustments needed to reconcrle net incometo. LT e e
netcash flows fromoperatlng actlvmes - e e T e T e

© Amortization .- oL L e e 1,066
““"Deprecratlon e e e T e 9,420
Net (increase) decrease in recervables commrsswns S T (4135)

- Net (mcrease) decrease in security deposrts S N T (115),
 Neti increase (decrease) in payables Lot ' c ST T ':'f-;; -t 693
", Net'increase (decrease) in accrued payroll taxes LT T (T,.228)
_ Net ingrease (decrease) in accruéd income. taxes. o LT T T (1,449)

. Netiricrease (decrease) in deferred income taxes - .' T el T (1,34
-+ Net increase: (decrease) in pens1on planpayable ..~ -0 o0 oo L7040

' 'Net increase (decrease) in bank drafts in excess of balance e e s o (2 339) . .

Net cash ﬂows from (used by) operatlng actlvmes ": : f-‘“ e o B 36,151

- CASHFLOWS FROM (USED BY) INVESTING ACTIVITIES TR e e
Fo Purc]hase ofequ1pment EERTE o T l‘;‘ LT (5,815)

~Net (lncrease) decrease in advarnce to" ofﬁcers o Do L e T 9,500 RN

Net (1ncrease) decrease in deposrt accounts e ;, B SR c SOOI T 2,446
Net cash ﬂows from (used by) mvestmg actlvmes L i T 6131
: CASH FLOWS FROM (U SED BY) FINANCING ACTIVITIES

;- Proceeds oflssuance oflong-term debt ..o Tl ', R 2 162 o
 *Principal payments on long term debt " . ;_' “'. S LA ST -(20)

_Distributions to shareholder A e RO -' (44 424) R

4228y

NET I'NCREASE‘,(DECREASE)INCASH R I NI SR

i ',“CASH BALANCE Begmmng ofyear o S . o o

"'CASHBALANCE Endofyear S L el e g

CSUPPLEMENTAL DATA: &~ . o i D
Interestpardmcash e e T B 346

See Independent Audrtors Report and the accompanylng notes S



VORPAHL WING SECURITIES INC
' Spokane Washmgton li c

NOTES TO FINANCIAL STATEMENTS
: SR December 31 2001 ' '

NOTE l ORGANIZATION AND NATURE OF OPERATIONS

e _»’OrgamzatIon and Nature of OperatIons - The Company was Incorporated Aprrl 19,. 1996 The.

- ;i'ijCompany is an Introducing Broker in' securities,. which is‘a’non* ‘clearing broker. dealer (fullyf T

disclosed.) The Company accepts customer orders, but elects.to clear the orders through another
g broker for -cost- efficiency.. The Company is licensed by the Natronal Assocratron of Securrtresv .
Dealers and must mamtam a mImmum net capItal of $5 OOO " ‘

L NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

L Accountmg Method The Company prepares its ﬁnanCIal statements on the accrual baSIS WIth a R
- ﬁscal year-end of December 31 S SRR SR '

;Federal Income Taxes Effectlve J anuary 1, 2001 Vorphal WIng SecurItIes elected to be taxed as S

~an “S” Corporatlon Therefore, no prov1510n for income tax will be made subsequent to that date o
- Any tax obhgatron WIll be pard by the owner on. hrs IndIVIdual return ‘ ‘ '

Propem and Egulpment Property and eqqument 1s stated at cost and 1S deprec1ated by stralght lIne e |

L and accelerated methods over the estrmated useful lIves of the various. assets P

. _ IntangIble Assets IntangIble assets are stated at cost and are amortrzed by the straIght-IIne method K
o ,Stantup costs and an NASD fee are amortlzed over 60 months Loan fees are amortlzed over the life -
"~ of the loan R : : : '

e Cash For purposes of the statement of cash ﬂows the Company conSIders all hIghly quuId debt}
3 Instruments purchased w1th an orIgInal maturIty date of three months or less to be cash equIvalents

o Accountmg Estrmates Management ‘uses estlmates and assumptrons in preparmg these ﬁnancral- s

) statements ‘in “accordance with- generally accepted accountmg principles. - Those estrmates and
P assumptlons affect the reported amounts of assets, and liabilities, the dlsclosure of contingent assets
- and liabilities, and the reported revenues and expenses Actual results could vary from the estlmates

- that Were used ' : - S : :

‘ Advemsmg - Advertrsmg costs are expensed as Incurred

' Compensated Absences - Employees of the Company are entItled to paId vacatIon and paId srck
- days, based on various factors. Itis ImpractIcable to estimate the: amount of compensatIon for: future ,
- absences and, accordlngly, no lIabIlIty has been recorded inthe accompanying financial statements
B _‘-The Company s pollcy is to recogmze the costs: of compensated absences when actually paId

See Independent AudItor s Repon S
-5 o



VORPAHL WING SECURITIES INC
Spokane Washmgton '

NOTES TO FINANCIAL STATEMENTS
: ‘ December 31 2001 :

S ’NOTE 3 PROPERTY PLANT AND EOUIPMENT

R Property, plant and' equlpment the related accumulated deprecratlon and the deprecratlon hves and
tmethods at. December 31 2001 is. summanzed as follows P o

Descrmtron "“-“';:__*'-Llfe‘ : Method L RN R
. Phone/Computer systems 5 '7"years SL/Accelerated - $ .}11(‘9_,,,1'_247,-;“"' .‘ LT
' ;_;Ofﬁce Equlpment/Fumlture 5- 7years SL/Accelerated 1‘0,602“ e
' Total - R - 1 B ' 29 7267‘,.:‘,"
Less Accumulated depre01at10n L _».27,092_'. S
Balance e L $ 2634

: ‘De"pre‘c‘;lation ‘expenSef\yasz $9,_4~2(} for the year ended-Deeernber 31 ,200 I. ) A

: NOTE 4 LEASES

S ';;The Company pays $l 600 monthly to Klemle & Hagood Company for leasmg the Washmgton

L :Mutual Financial Center premlses that 1t occupres Th1s lease agreement was on amonth o= month e
B bas1s throughFebruary, 2002 IR L S AP

3 Subleases The Company subleases ofﬁce space to one add1t1ona1 occupant The Company receives

T " $850 monthly from the sub lessee These agreements are verbal and on‘a month to-month bas1s '

- ; Subseguent Leas Durmg February, 2002 the Companyrelocated 1ts ofﬁce to the Femwell bu1ld1ng,; :
*_whichis- also in the downtown Spokane ‘aréa. The new lease agreement is. for one year. The = -
Company pays $1, OOO monthly for the first six ‘months and, $1, 100 monthly for the next six months R

\'There are no. sublease arrangements w1th other tenants but ofﬁce space 1s avallable for such an
s arrangement in, the ﬁlture ‘ S :

R _‘NOTE 5- LONG-TERM DEBT

Durmg 2001 the Company entered 1nto a 36 month lease to -own contract for an ofﬁce coprer “The "

.~ -contract is for $2,162; with monthly paymeénts of $l 15 The agreement also 1ncludes full serv1ce” e
L coverage machme supphes and- IOOO coples monthly Sl .

See Independent Audltor s Report
: * [1-6-‘



© "~ VORPAHLWING SECURITIES, INC. ..
... . Spokane,Washington ' -

' NOTES TO FINANCIAL STATEMENTS,
... December31;2000 - .

' NOTE 5 - LONG-TERM DEBT (Continued):

"~ The aiégrjegalt'et a‘nnhal amount of féquifed péyfﬂéﬁ"Oﬁ"tkhé'vl\(’)'n‘g‘:-}é?rfr‘lfdébtl__i‘s as féild\&{s‘:
Celn e L2004 LT S 883

S8 aaa S

" NOTE 6 - PLEDGED ASSETS: -~
Al accounts '_feééi'v‘ébﬂle,' equlp ent arid fumish:ingsi v.ha:\.fe ‘b'eer\lj vpleldged‘:’as cql’late'fal_ for:’a loan |

‘ iﬁggtfred by the corporation’s sole shareholder.

* NOTE7-NET CAPITAL REQUIREMENTS: -

: '«‘ff .;The '_Cbmpaﬁy',is'v‘_sﬂbject‘ t"o"-t‘he Secﬁr‘i‘ti'es; and Excl{éﬁge ;Cbmr‘hi_é‘sibn Unjfor.m_N.e.t‘_;capifal Rl'lle'v '

~ (SEC rule 15¢3-1), which requires the faintenance of minimum net capital and requires that the: -
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1-(and the'rule

" ofthe exchange which also provides that equity capital may not be withdrawn or cash dividends paid - - -

" if the resulting net capital ratio-would exceed 10 to 1).- At December 31, 2001, the Company had -
" net capital of $31,251, which was $26,251 in excess of its-required: net capital of $5,000.. The

' .- Company’s ratio.of aggregate indebtedness to net capital was 1.to 3.21, resulting in a percentage of
“. - . aggregate indebtedness to net capital of 31%. - - e T e

" NOTE 8 - SAVING INCENTIVE MATCH PLAN FOR EMPLOYEES (SIMPLE) 401 () PENSION

o PLAN:

12000, the Company started a SIMPLE-IRA for all qiialified employees. Conributions are made
. at'the discretion of management. Contributions ‘for'ZOOl;;totaled‘A$3'1;',7‘.04‘. 3 R

; See Inqepéﬁdeht Au‘ditor-’s vRep;Q‘rt’. : .': .



. ~.Net Capltal

o Net Caprtal

Spokane Washmgton

Schedule I

Computatlon of Net Capltal Under Rule 15c3 1 of the S
Sl Secuntles and Exchange Commlssmn S
As ofDecember 3l 2001 P

Total stockholders equlty :’, T

Deductlons and/or charges
' Non allowable assets: '

‘Recelvables from non- customers B .

. -Excess clearing deposit
. Furniture, equlpment net.
~ Intang1ble assets, net

.- CRD balance

' .-Secunty deposn

Total assets

‘ 'Aggregate mdebtedness -
T Items iricluded in balance sheet: . S
- Bank drafts in excess of balance " '
*. Credit card payable o
. .Accounts payable
: 5Accrued payroll taxes iy
S Pensmn plan’ payable employer match
i Note payable secured

' Total aggregate mdebtedness R

K Computatron of basrc net capltal requ1rement
.»,M1mmum net cap1tal requ1red

P ‘Exces.’svnet-capltal -

"Ei'cess net‘:cap‘ital'at '1;5'0‘0‘ perc'enjt-il;;‘-;’_, T R

Pt _‘Excess net capltal at l 000 percent
S :Ratlo Aggregate 1ndebtedness to net cap1ta1

. Percentage Aggregate mdebtedness to net capltal

Reconcxhatlon w1th company's computatlon (mcluded in Part II of Form

- X 17 A- 5 ds. of December 31 2001)

t

o Net caprtal as reported m Company’s Part I1 (unaud1ted) Focus Report' .

Audlt adjustment to' pensron plan payable

‘ Net .c,apltal» per‘above\

See Independent Audltors Report

-3- -

N VORPAHL WING SECURITIES INC

© 33829
b85S

2,634 -

<1401
S 154
TS

. 1,410
L2899
U226

704 L

PSCYINN

g 69,569

38,318

ST 32,955

s



VORPAHL WING SECURITIES INC
Spokane Washmgton S

Schedule II v' , S

. Vorpahl ng Secuntles Inc is an’ mtroducmg Broker only, and clarms exempt1on from Rule lSc3 3 .. L

“‘:'_,under Section (k)(2)(B): All: customer transactions are cleared through another broker on‘a. fully
gdrsclosed basrs This computatron 1s: not applrcable ’ ol :

Schedule III

Informatron Relatmg to Possessron or Control Requrrements . _
Under Rule 1503 3of the Securities and Exchange Comm1531on
“Asof December 31 2001 e o

S g Vorpahl W1ng Secuntres Inc is: an rntroducmg Broker only, and clarms exemptlon from Rule 1503 3 ,

: ‘ dlsclosed basrs Thls computatlon is not apphcable e

- under Section (k)(2)(B) All customer transactions are cleared through another broker on a fully ‘

-

' Schedule rv
Schedule of Segregatron Requlrements and Funds in Segregatron

for Customers Regulated Commodlty Futures and Optlons Accounts' " | » e
: S As of December 31, 2001 —

;Vorpahl ng Securmes Inc is an mtroducmg Broker only, and clalms exemptlon from Rule 1503 3
~under. Section (k)(2)(B) All customer transactions are cleared through another broker on a fully

E dlsclosed ba51s Thrs computatron is not apphcable

- See Independent Audltor s Report
S _9_ 1. ._’



VORPAHL WING SECURITIES

INDEPENDENT AUDITOR S REPORT ON THE INTERNAL CONTROL STRUCTURE

M T1mothy Vorpahl
- Vorpahl ng Securmes

‘In plannrng and performmg our aud1t of the ﬁnanc1al statements of Vorpahl ng Secuntres Inc. (the

" : Company), for the year ended December 31,2001, we consrdered itsinternal control including control .
~activities for safeguardmg securities, in order to deterrnrne our auditing procedures for the purpose of -
expressmg our oplmon on the ﬁnancral statements and not to provrde assurance on the mternal control T

{‘Also as requrred by rule 17a-5(g)(1) of the Securltres and Exchange Commrssron (SEC) we have made o

a study of the practlces and procedufres. followed by the Company including tests of such practices and

e rprocedures that we consrdered relevant to the objectlves stated in rule 17a-5(g), in making the periodic
. “computations of aggregate 1ndebtedness (or aggregate deblts) andnet capltal under rule 17a-3(a)(1 and .
+ for determining comphance w1th the exemptrve provisions of rule 17¢3-3. Because the company does . -
* notcarry secuntres accounts for customers or perform custodial functions relatrng to customer securities, .

R we d1d not’ revrew the practrces and procedures followed by the company in any of the followrng
1 R :Maklng quarterly secuntres exammatrons counts Verrﬁcatrons and comparlsons

- f ‘ 2 : Recordatron of dlfferences requlred by Rule 17a-l3

3. Complyrng wrth the requ1rements for prompt payment for securrtres under Sectron 8 of .

L ',Federal Reserve Regulatron T of the Board of Governors of the Federal Reserve System

e The management of the. Company is responsrble for estabhshmg and mamtammg an 1ntema1 control« -
" structure and the practices and procedures referred to in the precedmg paragraph In fulfilling this
R -responsrbrhty, estimates and Judgments by management are required-to assess the expected benefits and A

related costs of control, and of the practices and procedures referred to in the precedmg paragraph, and’

" toassess whether those practlces and procedures can be expected to achleve the SEC’s above-mentioned

B eOb_]CCtlveS Two of the objectlves of internal’ control and the- practlces and procedures are to’ provrde‘ ]
“management wrth reasonable but. not absolute assurance that assets for _which the Company has” L
o respons1b111ty are safeguarded agalnst loss from. unauthorized use or drsposmon ‘and that transactions - - - -
* are executed- in accordance with management s authorization and recorded properly to permlt the .

preparation of financial statements in accordance with generally accepted accounting prmcrples Rulé

B 'l7a—5(g) lists addrtronal obJectlves of the practlces and procedures hsted in the precedmg paragraph

L Because of mherent l1m1tat10ns in any 1ntemal control or the practlces and procedures referred to above C
~ error or fraud' may occur and not be: detected Also, projection of any evaluatlon of them to future o
‘ ’1per10ds 1S subJect to the risk that they may become inadequate because. of changes in condrtrons or that ST

s

: the effectlveness of the1r de31 gn and operatron may detenorate

 *See Independent Auditor’s Reporjt;"‘:i o
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| Our cons1derat1on of 1nternal control would not necessarrly dlsclose all matters in mtemal control that» -

mi ght be materral Weaknesses under standards establlshed bythe Amerrcan Instltute of Certified Public
. ‘Accountants. A matenal weakness isa condltlon in whlch the desrgn or operatlon of specrﬁc internal .~
control: components doés not reduce to arelatively low level the risk that errot or-fraud in amounts that .~ -

B would be material in relatlon to the. ﬁnancml statemerits: bemg audited ] may ‘occur and niot be. detectedf o

C w1th1n a trmely period by employees in the normal course of performmg their as51gned functions. .~ .
i However we noted no matters involving 1nternal control; 1nclud1ng control act1v1t1es for safeguardmgg-f: o
T ’securmes that we cons1der to be materral weaknesses as deﬁned above ' nok .

. We understand that practrces and procedures that accomplrsh the Ob_]eCtIVCS referred to i the second;
.. ‘paragraph of th1s report are considered by the SEC to- be adequate for its. purposes in accordance: with -

~ the Securities Exchange Actof1934 and related regulatlons and that practices and procedures that do EE
<. noét accomplrsh such objectives in all materral respects indicate a matenal 1nadequacy for such purposes. -

e Based on this understanding and ¢ on our study, we believe that the Company E practrces and procedures o
were adequate at December 31 2001 to meet the SEC 3 obJectrves , ;

, Thrs report 1§ mtended solely for the 1nformatron and the use of the Board of D1rectors management

B : the SEC, the NASD, and other regulatory agencies' that rely on tule.17a-5(g) under the ‘Securities:

7 Janvary29,2002

. Exchange Act of 19341 1n the1r regulatron of regrstered brokers and dealers and should not be used for c
' !'anyotherpurpose RS T o : | )t beused o

SCHOEDEL & SCHOEDEL,/U o
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See Independent AudrtorsReport o



