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_ornerstone Investments, L.L.C.
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E Certified Public Accountant

_ Public Accountant
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OATH OR AFFIRMATION

i, Seott—P—FabberT D" nedd L . frukwai"i’ , swezr (or affirm) that, to the
sest of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Cornerstone Investments., L.L.C. as of

December 31 , ¥x_2001 are rrue and correct. I further swear (or affirm) that neither the company
or any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
1 customer, except as follows:
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“:is report** contains (check all applicable boxes):
= (a) Facing page.
T (b) Statemen: of Financial Conditon.
{c) Statement of Income (Loss).
_(d) Statement of Changes n Financal Condidorn.
(e) Statemen: of Changes in Stockholders’ Equirty or Partners’ or Sole Propnetor’s Capital.
(f) Star=ment of Changes in Liabilities Subordinated to Claims of Creditors.
{g) Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
() Information Relating to the Possession or control Requirements Under Rule [5¢3-3.
() A Reconciliation, including appropriate expianation, 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 Staternents of Financial Condition with respect to methods of con-

solidation.
{1} An QOath or Affirmation.

{m) A copv of the SIPC Supplemental Report. ' )
{n) A report describing any material inadequadies found to exist or found to have existed sincs the date of the previous audit.

Sor condirions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

The Members
Cornerstone Investments, L.L.C.:

We have audited the accompanying statements of financial condition of Cornerstone Investments, L.L.C.
(the Company) as of December 31, 2001 and 2000, and the related statements of operations, changes in
members’ 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 Cornerstone Investments, L.L.C. 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 audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplementary information contained in Schedules 1 through 5 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 Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion,
is fairly presented in all material respects in relation to the basic financial statements taken as a whole.

ié’ fonesve Frallws Co LA

Topeka, Kansas
February 5, 2002

= MCGLADREY NETWORK

An Independently Owned Member
Worldwide Services Through RSM International
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CORNERSTONE INVESTMENTS, L.L.C.

STATEMENTS OF FINANCIAL CONDITION

December 31, 2001 and 2000

ASSETS

Current assets:

Cash and cash equivalents:
Unrestricted (Note 3)
Restricted (Note 2)

Commissions receivable

Total current assets

LIABILITIES AND MEMBERS' EQUITY

Current liabilities:
Accounts payable (Note 3)
Commissions payable
Fidelity bond payable

Total current liabilities

Members’ equity (Note 6)

2001 2000

$ 65,868 $ 18,555
35,105 35,711
25.870 41.430
S___ 126843 S___ 95696
$ 52,435 S -
20,296 35,065

- 5.000

72,731 40,065
54.112 55.631
S___ 126843 S___ 95606

The accompanying notes are an integral part

of these financial statements.




CORNERSTONE INVESTMENTS, L.L.C.

STATEMENTS OF OPERATIONS

Years Ended December 31, 2001 and 2000

Revenues:
Commissions and concessions
Interest
Other income

Expenses:
Commissions and concessions
Allocated expenses (Note 4)
Licenses
Professional fees
Dues and subscriptions
Other operating expenses

Net income (loss)

2001 2000

$ 949,842 § 1,124,137
1,609 1,382

79 602

951.530 1,126,121
800,088 884,559
190,089 213,784

8,711 6,207

6,970 8,526

1,650 2,241

33414 10.466
1,040,922 1.125.783

$ 89.392) $§______ 338

The accompanying notes are an integral part

of these financial statements.
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CORNERSTONE INVESTMENTS, L.L.C.
STATEMENTS OF CHANGES IN MEMBERS’ EQUITY

Years Ended December 31, 2001 and 2000

Balance at January 1, 2000 $ 63,853
Distributions (8,560)
Net income _ 338
Balance at December 31, 2000 55,631
Contributed capital 87,873
Net loss —(89.392)
Balance at December 31, 2001 $ 54.112

The accompanying notes are an integral part
of these financial statements.
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CORNERSTONE INVESTMENTS, L.L.C.
STATEMENTS OF CASH FLOWS

Years Ended December 31, 2001 and 2000

2001 2000
Cash flows from operating activities:
Net income (loss) $ (89,392) S 338
Adjustments to reconcile net income (loss) to net cash
provided by (used in) operating activities:
Changes in assets and liabilities:
Commissions receivable 15,560 7,568
Accounts receivable - 3,500
Accounts payable 52,435 (4,375)
Commissions payable (14,769) (525)
Fidelity bond payable (5.000) -
Net cash provided by (used in) operating activities (41.166) 6.506
Cash flows from financing activities:
Capital contributions 87,873 -
Distributions - — (8.560)
Net cash provided by (used in) financing activities 87.873 8.560)
Net increase (decrease) in cash 46,707 (2,054)
Cash and cash equivalents, beginning of year 54.266 56.320
Cash and cash equivalents, end of year $ 100973 § 54.266

The accompanying notes are an integral part
of these financial statements.
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CORNERSTONE INVESTMENTS, L.L.C.
NOTES TO FINANCIAL STATEMENTS

December 31, 2001 and 2000

Organization and Summary of Significant Accounting Policies

Oreanization

Cornerstone Investments, L.L.C. is a broker-dealer registered with the Securities and Exchange
Commission and the National Association of Securities Dealers (NASD). The Company
concentrates in the marketing of mutual funds and annuities mainly in Kansas. —

Cash and Cash Equivalents

Cash and investments with an original maturity of three months or less are considered cash and cash
equivalents for the purposes of the cash flow statement.

Commissions and Concessions Revenue

Commissions and concessions are recorded as revenue once the carrier or mutual fund company
confirms that payment has been received and the commission or concession has been earned.

Income Taxes

No income tax provision has been included in the financial statements because income or loss of the
Company is required to be reported by the respective members on their income tax returns.

Use of 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 and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.



CORNERSTONE INVESTMENTS, L.L.C.

NOTES TO FINANCIAL STATEMENTS
(Continued)

Restricted Cash

Cash of $ 105 and § 711 at December 31, 2001 and 2000, respectively, has been segregated in a
special reserve bank account pursuant to an NASD requirement. The Company also deposited
$ 35,000 into a special reserve depository account.

Accounts Payable

In October 2001, the Company received and paid to the agent a commission on a transaction that was
invalid and should be paid back to the mutual fund company. The Company received the amount
due from the agent before December 31, 2001. However, the Company did not remit the $ 49,280
to the mutual fund company until January 2002.

Related Party Transactions

Schwart & Letch Financial Services, Inc. (the Corporation) is a ten percent owner of the Company.
A member of the Company owns 100% of the Corporation. The Corporation pays certain direct and
all indirect costs, such as salaries and overhead, of the Company. The Company reimburses the
Corporation for the allocated expenses paid. During the years ended December 31, 2001 and 2000,
the Company paid the Corporation $ 190,089 and $ 213,784, respectively, for allocated expenses.

Net Capital

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital as defined under such provisions. Net
capital and the related net capital ratio may fluctuate on a daily basis. Net capital requirements,
aggregate indebtedness, and net capital ratio as of December 31, 2001 were:

Net capital $ 52,768
Net capital requirements 25,000
Aggregate indebtedness 72,731
Aggregate indebtedness to net capital ratio 1.38t0 1




CORNERSTONE INVESTMENTS, L.L.C.

NOTES TO FINANCIAL STATEMENTS
(Continued)

6 - Change in Members' Equity

As of January 1, 2001, a member who previously owned 45% of the Company transferred his
interest to another member. The Company is now owned 90% by one member and 10% by the
Corporation.



SUPPLEMENTARY SCHEDULES



hedule |
CORNERSTONE INVESTMENTS, L.L.C.

CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

December 31, 2001

No such liabilities exist at December 31, 2001.



Schedule 2
CORNERSTONE INVESTMENTS, L.L.C.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF
THE SECURITIES AND EXCHANGE COMMISSION

December 31, 2001

Aggregate indebtedness - total liabilities § 72.731
Net capital:
Credit items:
Members' equity $ 54,112
Debit item:
Net receivable on 12b1 fees — 134
Net capital 52,768
Capital requirements 25.000
Capital in excess of requirements $ 27.768

Ratio of aggregate indebtedness to net capital is 1.38 to 1.

-10-




Schedule 3
CORNERSTONE INVESTMENTS, L.L.C.

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

December 31, 2001

The Company is operating under the exemptive provisions of the Securities and Exchange Commission Rule
15¢3-3 since they do not carry securities accounts for customers or perform custodial functions relating to
customer securities.

-11-



Schedule 4
CORNERSTONE INVESTMENTS, L.L.C.
COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS UNDER RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION
December 31, 2001
The Company is operating under the exemptive provisions of the Securities and Exchange Commission Rule

15¢3-3 since they do not carry securities accounts for customers or perform custodial functions relating to
customer securities.

-12-



CORNERSTONE INVESTMENTS, L.L.C.

RECONCILIATIONS

December 31, 2001

COMPUTATION OF NET CAPITAL

Net capital shown in FOCUS II report for December 31, 2001,
as previously filed

Net capital as shown on this report

RESERVE REQUIREMENTS

Not applicable.

-13-
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