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OATH OR AFFIRMATION

swear (or affirm) that, to the best of my knowledge and

belief the accompanying/Zinanhcial staten77t and supporting schedules pertginipg to the firm of
i ESEL X N ETRAIET o I P2 - , as of
5 A o/ /uiﬂqaéjgl— ,200 d—"are true and correct. I further swear (or affirm) that neither

the company nor any pa@r, proprie{or, principal officer or director has any proprietary interest in any account classified solely

as that of a customer, except as follows:

Aé/\/a?

.. DAWN M. SCHWALEN

: * MY COMMISSION EXPIRES

is report ** contains (check all applicable boxes): AUGUST 6, 2005

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss). i

d) Statement of Changes in Financial Condition.

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

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.

[0 (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.

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

(I) 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.

Notary Public
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3).
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INDEPENDENT AUDITORS' REPORT

To the Member
Diesel Energy International, L.L.C.

We have audited the accompanying statement of financial condition of Diesel Energy International, L.L.C. as of December 31,2001, and
the related statements of loss, changes in member’s equity, changes in liabilities subordinated to claims of general creditors, 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 responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit 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 audit provides 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 Diesel Energy
International, L.L.C. at December 31, 2001, and the results of its operations and its cash flows for the year 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 information
contained in Schedules'I, I, III and IV 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 stated in all
material respects in relation to the basic financial statements taken as a whole.

PHILIP VOGEL & CO. PC

Phidty Vosel £ &, P

Certified Public Accountants

Dallas, Texas

March 22, 2002

Members: American Institute of Certified Public Accountants ® Texas Society of Certified Public Accountants
CPA Associates International, Inc. with Associated Offices in Principa! U.S. and International Cities




DIESEL ENERGY INTERNATIONAL, L.L.C.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2001
Assets
Cash and cash equivalents : 3 8,426
Prepaid expenses - Central Registration Depository 6,049
3 14,475
Liabilities and member’s equity
Liabilities v $ 0
Member’s equity . 14,475

$ 14,475

The accompanying notes are an integral part of this statement.




DIESEL ENERGY INTERNATIONAL, L.L.C.

- STATEMENT OF LOSS
FOR THE YEAR ENDED DECEMBER 31, 2001

Revenues ' $ 0
Expenses: ‘ .
Exchange and registration fees $ 37451
Occupancy expenses 23,971
Other expenses 1,574
Reimbursed expenses (25,532)

Total expenses § 37464

Net loss : , $ (37,464)

The accompanying notes are an integral part of this statement.




DIESEL ENERGY INTERNATIONAL, L.L.C.

STATEMENT OF CHANGES IN MEMBER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2001

Balances - January 1, 2001 » $ 0
Capital contribution 51,939
Net loss for the year . ‘ ' ‘ (37,464)

Balances - December 31, 2001 $ 14,475

The accompanying notes are an integral part of this statement.




DIESEL ENERGY INTERNATIONAL, L.L.C.

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
FOR THE YEAR ENDED DECEMBER 31, 2001

Subordinated borrowings at January 1, 2001 $ 0
* Increase during the year R 0
Decrease during the year 0

o3
[en]

Subordinated borrowings at December 31, 2001

The accompanying notes are an integral part of this statement.




DIESEL ENERGY INTERNATIONAL, L.L.C.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

Cash flows from operating activities:

Net loss _ ' S (37,464)
Changes in operating assets: :
Increase in prepaid expenses (6,049)
Net cash used by operating activities $  (43,513)
Cash flows from financing activities:
Capital contributed ‘ 51,939
Net increase in cash and cash equivalents $ 8,426

Cash and cash equivalents:

Beginning of year _0
End of year 3 8,426

The accompanying notes are an integral part of this statement.




DIESEL ENERGY INTERNATIONAL, L.L.C.

NOTES TO FINANCIAL STATEMENTS

Note A - Organization and nature of business:

Diesel Energy International, L.L.C. (the Company) is a broker-dealer registered with the Securities and Exchange Commission (SEC)
and is a member of the National Association of Securities Dealers (NASD). The Company is engaged by Pioneer Energy Resources,
L.L.C. as a placement agent to offer and sell units of working interests in oil and gas drilling projects. The Company is a Texas limited
liability company and maintains its principal office in Dallas, Texas. The single member owner is PER Holdings Corp. (PER), a Texas
corporation.

Note B —Summary of significant accounting policies:

Securities transactions

Amounts receivable and payable for securities transactions that have not reached their contractual settlement date are recorded
net on the statement of financial condition. .

Marketable securities are valued at market value, and securities not readily marketable are valued at fair value as determined
by management.

Cash and cash equivalents

For purposes of the statement of cash flows, the Company has defined cash equivalents as highly liquid investments, with
original maturities of less than ninety days, that are not held for sale in the ordinary course of business.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to
make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. Actualresults
could differ from these estimates.
| Note C - Net capital requirements:

The Company is subject to Securities and Exchange Commission Uniform Net Capital Rule (SEC 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
8to 1. AtDecember 31,2001, the Company had net capital of $8,426 which was $3,426 in excess of its required net capital of $5,000.
At December 31, 2001, the Company’s ratio of aggregate indebtedness to net capital was 0 to 1.

Note D - Reserve requirement:

The Company does not engage in any transactions which would require the maintenance of a reserve account under SECrule 15¢3-3.




DIESEL ENERGY INTERNATIONAL, L.L.C.

NOTES TO FINANCIAL STATEMENTS

Note E - Income taxes:

The Company is not a tax paying entity for federal income tax purposes, and thus no income tax expense has been recorded in the
statements. Income of the Company is taxed to the member in the member’s return.

The Company has adopted the provisions of Statement of Financial Accounting Standards No. 109 and uses the liability method of
accounting for state income taxes. Under this liability method, a provision for state income taxes is recorded to the extent that the amount
of state tax payable on the Company’s income exceeds the state franchise tax payable based on the Company’s capital.

The amount of income-based state taxes payable in future years on the net temporary differences between the financial reporting and
the tax reporting basis of the Company’s assets and liabilities does not exceed the capital-based state franchise taxes payable in future
years. Therefore, no deferred state tax liabilities or assets have been recognized in the accompanying financial statements.

Note F - Management contract:

The Company entered into a service/management agreement with PER Holdings Corp. (PER). PER provides basic services to the
Company and pays all of the Company’s overhead expenses, as defined. According to the agreement, PER may invoice the Company
for such overhead expenses. PER agrees to waive payment on that portion of the overhead expenses which would result in the Company’s
net capital, as defined, to be reduced to an amount less than the minimum net capital required for the Company, as set forth in SEC Rule
15¢3-1.

Note G - Reimbursed expenses:

The Company entered into a sublease for office space effective March 1, 2001 through June 30, 2001. Occupancy expenses for that
period are reflected in the financial statements. The occupancy expenses were paid by PER and therefore are reflected as offsetting
reimbursed expenses.
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SCHEDULE I
DIESEL ENERGY INTERNATIONAL, L.L.C.

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

AS OF DECEMBER 31, 2001
Net capital: ‘
Total member’s equity $ 14475
Deduct member’s equity not allowable 0
Total member’s equity qualified for net capital ' $ 14475
Add:

Subordinated borrowings allowable 0
Total capital and allowable subordinated borrowings ” $ 14475
Deductions and/or charges:

Nonallowable assets: -

Other , § 6,049
Total nonallowable assets 6,049
Net capital before haircuts on securities positions 3 842
Haircuts on securities 0
Net capital : 3 8426
Aggregate indebtedness . ' » ' 3 0
Computation of basic net capital requirement:

Minimum net capital required v $ 5 ,000

Excess net capital . § 3,426

Excess net capital at 1000% $ 8426

Ratio of aggregate indebtedness to net capital Oto1l |
Reconciliation with Company’s computation

(included in Part II of Form X-17A-5 as of

December 31, 2001):

Net capital as reported in Company’s Part II
(unaudited) Focus Report $ 8,426
Audit adjustments ‘ : —_ 0

Net capital per above $ 8426
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SCHEDULE I
DIESEL ENERGY INTERNATIONAL, L.L.C.
COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS UNDER RULE 15¢3-3 OF

THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2001 '

Diesel Energy International, L.L.C. does not engage in any transactions which require the maintenance of a reserve account under
Rule 15¢3-3.
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SCHEDULE III
DIESEL ENERGY INTERNATIONAL, L.L.C.
INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3 OF THE

SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2001

Diesel Energy International, L.L.C. operates as exclusive placement agent to Pioneer Energy Resources, L.L.C. and does not have
possession or control of customer accounts.
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SCHEDULE IV
DIESEL ENERGY INTERNATIONAL, L.L.C.
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS
IN SEGREGATION FOR CUSTOMERS’ REGULATED COMMODITY
FUTURES AND OPTIONS ACCOUNTS UNDER RULE 15¢3-3 OF THE

SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2001

Diesel Energy International, L.L.C. does not engage in any transactions resulting in segregation requirements and funds in segregation.




