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Whitmer =

& Company Fourth and Walnut Centre

Certified Public Accountants 105 East Fourth St., Suite 1100
Cincinnati, Ohio 45202-4011

Phone: (513) 381-8010
Fax:  (513) 381-2601

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors
Mantor Watson Securities, Inc.

Gahanna, Ohio

We have audited the accompanying statement of financial condition of Mantor Watson
Securities, Inc. as of March 31, 2002 and the related statements of operations, changes in
shareholders’ equity, changes in liabilities subordinated to claims of general creditors, and cash
flows for the year then ended filed pursuant to rule 17a-5 under the Securities Exchange Act of
1934. These financial statements are the responsibility of the Company’s management. QOur
responsibility 1s 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. These 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 the
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 Mantor Watson Securities, Inc. as of March 31, 2002, 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 supplementary information is presented for the 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 Commission. 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.

WHITMER & COMPANY
May 21, 2002



MANTOR WATSON SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION

MARCH 31, 2002
ASSETS

Cash and cash equivalents — Note B $ 35,641
Commissions receivable — Note C 563
Accounts receivable — shareholder — Note D 1,553
Organization costs, net of accumulated amortization of $7,029 243
Prepaid expenses 3,281
Prepaid taxes — Note F 1,406
Deferred income taxes — Note F 1,079
Fixed assets, net — Note E 56,550

TOTAL ASSETS $ 100316

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES
Accounts payable $ 761
Note payable — Note G 42,200
Payroll taxes withheld and accrued 634
TOTAL LIABILITIES 43,595

SHAREHOLDERS’ EQUITY

Common stock — Note H 100

Additional paid-in-capital 29,200

Retained earnings 27.421
TOTAL SHAREHOLDERS’ EQUITY 56,721
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 100,31

See auditors’ report and notes to financial statements.
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MANTOR WATSON SECURITIES, INC.
»  STATEMENT OF OPERATIONS
YEAR ENDED MARCH 31, 2002

REVENUES
Sales commissions $ 604,215
Interest income

1,925

TOTAL REVENUES 606,140

EXPENSES
Salaries and wages 459,400
Payroll taxes 16,967
Depreciation and amortization 14,919
Automobile expense 2,467
Travel and lodging 654
Dues and subscriptions 1,700
Entertainment 6,896
Licenses and fees 1,975
Legal and professional 38,496
Promotion 11,078
Real estate and other taxes 3,546
Rent 24,000
Telephone 4,610
Interest 529
Insurance 6,031
Office equipment rental 21,101
Office expense 5,191
Donations 1,120
Miscellaneous 781
TOTAL EXPENSES 621,461
INCOME (LOSS) BEFORE INCOME TAXES (15,321)
PROVISION FOR INCOME TAXES - NOTE F (100)
NET INCOME (LOSS) $ _(15.221)

See auditors’ report and notes to financial statements.
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MANTOR WATSON SECURITIES, INC.
STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
YEAR ENDED MARCH 31, 2002

Additional
Common Paid-in Retained
Stock Capital Earnings Totals
Balances at
April 1, 2001 $ 100 $ 29,200 $ 42,642 $ 71,942
Net income (loss) - - (15,221) (15.221)
Balances at
March 31, 2002 $ 100 $29.200 $27.421 $ 56,721

See auditors’ report and notes to financial statements.
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MANTOR WATSON SECURITIES, INC.
STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS
YEAR ENDED MARCH 31, 2002

This statement has been omitted as the Company had no subordinated liabilities at any time
during the year.

See auditors’ report and notes to financial statements.
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MANTOR WATSON SECURITIES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED MARCH 31, 2002

Cash flows from operating activities:
Net income (loss)

Adjustments to reconcile net loss to net cash

provided by operating activities:
Depreciation and amortization
Decrease in commissions receivable
Increase in accounts receivable - shareholder
Increase in prepaid expenses
Increase in deferred income taxes
Decrease in accounts payable - trade
Decrease in accounts payable - shareholder
Decrease in accrued income taxes
Decrease in accrued payroll taxes

Net cash provided by operating activities

Cash flows from investing activities:
Cash payments for the purchase of property
Net cash used by investing activities
Cash flows from financing activities:
Proceeds from note payable
Principal payments on note payable
Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplemental disclosures of cash flow information:
Cash paid during the period for:

Income taxes
Interest

See auditors’ report and notes to financial statements.
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$ (15,221)

14,919
19,379
(1,553)
(1,534)

(325)
(4,674)
(4,447)
(2,165)

(162)

4,217

(43.729)
(43.729)
43,729

(1,529)
42,200
2,688

32953

$ 35641

$ 1,898

$ 529



MANTOR WATSON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2002

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization
Mantor Watson Securities, Inc., a corporation formerly known as Helston Securities, Inc., is
engaged in the business of buying and selling marketable securities for its customers who are

limited in number and located principally within the Greater Columbus, Ohio area.

Property and Equipment

Depreciation is computed on individual assets using the straight-line method over the estimated
useful life of the asset for accounting purposes. Estimated useful lives are as follows:

Automobile 5 years
Office equipment 5 years

Cash Flows

For purposes of the statement of cash flows, the Company considers all highly liquid debt
instruments purchased with maturities of three months or less to be cash equivalents.

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 certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

Income Taxes

Income taxes are provided for the tax effects of transactions reported in the financial statements
and consist of current and deferred taxes. Deferred taxes are recognized for differences between

the basis of assets for financial statement and income tax purposes.

The deferred tax asset and liability represent the future tax consequences of those differences,
which will either be taxable or deductible when the assets and liabilities are recovered or settled.

Intangible Assets

Organizational costs are being amortized on a straight-line basis over a period of 60 months.
Amortization expense for the year ended March 31, 2002 totaled $1,454.

See auditors’ report.
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MANTOR WATSON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2002

NOTE B - CASH AND CASH EQUIVALENTS
The Company is required to maintain a minimum balance on deposit with the broker dealer
through whom the Company clears all trades. At March 31, 2002, the amount on deposit was
$31,369, of which $25,000 was restricted.
NOTE C - COMMISSIONS RECEIVABLE
At March 31, 2002, commissions receivable on broker transactions totaled $563. These funds
are due from one broker dealer through whom the Company clears all trades. Management
considers all amounts to be fully collectible.

NOTE D - RELATED PARTY TRANSACTIONS

At March 31, 2002, the Company had an outstanding receivable from a shareholder in the amount
of $1,553. This amount is non-interest bearing and is payable on demand.

The Company has a verbal agreement with a shareholder for the rental of office space. The rent
paid is $2,000 per month, and totaled $24,000 for the year ended March 31, 2002.

NOTE E - FIXED ASSETS

Principal categories of fixed assets as of March 31, 2002, are summarized as follows:

Office equipment $ 4,966

Automobile 60,211
Total fixed assets 65,177

Accumulated depreciation (8,627)
Fixed assets, net $ 56,550

Depreciation expense for the year ended March 31, 2002 totaled $13,465.

NOTE F - INCOME TAXES

Deferred tax assets as of March 31, 2002 consist of the following:

Deferred federal taxes $ 981
Deferred city taxes 98
Total deferred taxes $ 1,079

See auditors’ report.
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MANTOR WATSON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2002

The Company’s deferred tax assets represent the tax effect of taxable temporary differences in
book and tax reporting. The taxable temporary differences result from reporting book income
on the accrual method and taxable income on the cash basis, and the use of straight-line
depreciation for book purposes and accelerated methods for tax purposes.

Prepaid income taxes as of March 31, 2002 consist of the following:

Prepaid federal taxes $ 1,297
Prepaid city taxes 109
Net prepaid taxes $ 1.406

Income tax expense for the year ended March 31, 2002 consists of the following:

Current
Federal taxes $ 528
City taxes (128)
Total current income taxes $ 400
Deferred
Federal taxes $ (455)
City taxes (45)
Total deferred income taxes $ (500)
Total income tax expense, net 100

NOTE G - NOTE PAYABLE

In December 2001, the Company took out an installment loan with Chase Manhattan Bank.
The Company financed $43,729, to be repaid in 48 monthly installments of $1,028, including
interest at a rate of 5.93% per annum. The loan is secured by a new automobile. Principal
amounts due on this loan at March 31 for the next four succeeding years are as follows:

2003 $10,104
2004 10,721
2005 11,374
2006 10,001

342,200

See auditors’ report.
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MANTOR WATSON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2002

NOTE H - COMMON STOCK

As of March 31, 2002, the Company had 750 shares of no par common stock authorized, with
10 shares outstanding at a book value of $10 per share. The Company holds no treasury
stock.

NOTE I - 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. The rule also
requires the ratio of aggregate indebtedness to net capital not to exceed 15 to 1. At March 31,
2002, the Company had net capital of $(10,214), which was $15,214 less than the required net
capital of $5,000. See Note K for information regarding the correction of this net capital
deficiency in a subsequent period.

NOTE J - RESERVE REQUIREMENTS

Rule 15¢3-3 of the Securities Exchange Act of 1934 specifies certain conditions under which
brokers and dealers carrying customer accounts are required to maintain cash or qualified
securities in a special reserve account for the exclusive benefit of its customers. The
Company is exempt from the provisions of this rule, because all transactions with and for its
customers are cleared through another broker dealer on a fully disclosed basis.

NOTE K - SUBSEQUENT EVENTS
In April 2002, a shareholder contributed $50,000 to the Company as additional paid-in-

capital, increasing the Company’s net capital to an amount in excess of the minimum net
capital required by rule 15¢3-1.

See auditors’ report.
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MANTOR WATSON SECURITIES, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

MARCH 31, 2002
NET CAPITAL
Total shareholders’ equity $ 56,721
Deferred income taxes (1,079)
Total capital and allowable subordinate borrowings 55,642
Non-allowable assets:
Net organization costs 243
Accounts receivable - shareholder 1,553
Prepaid expenses 4,687
Equipment, net 56,550
Total non-allowable assets 63,033
Net capital before haircuts on securities positions (7,391)
Haircuts on securities positions (2.823)
NET CAPITAL $ (10214
AGGREGATE INDEBTEDNESS
Accounts payable $ 761
Note payable 42,200
Payroll taxes withheld and accrued 634
TOTAL AGGREGATE INDEBTEDNESS $ 43,595

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS:

Minimum net capital required $ 2,906
Minimum dollar requirement 5,000
Net capital requirement 5,000
Excess net capital (15,214)
Excess net capital at 1,000 percent $ (14574
Excess net capital at 1,500 percent $ (13,120)

The reconciliation with the Company’s computation and the computation of the alternative net
capital requirement has been omitted as no material differences exist.

See auditors’ report.
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Whitmer
& Company Fourth and Walnut Centre

Certified Public Accountants 105 East Fourth St., Suite 1100
Cincinnati, Ohio 45202-4011

Phone: (513) 381-8010
Fax:  (513) 381-2601

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY SEC RULE 17a-5

Board of Directors
Mantor Watson Securities, Inc.

In planning and performing the audit of the financial statements and supplemental schedule of Mantor
Watson Securities, Inc. (the Company) for the year ended March 31, 2002, we considered its internal
control structure, including procedures for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing an 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 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 (or aggregate debits) 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, 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 an internal control
structure 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 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 accounting principles generally accepted in the
United States of America. Rule 17a-5(g) lists additional objectives of the practices and procedures
listed in the preceding paragraph.

Because of the 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.

Our 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 a specific internal control structure element 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, we noted no matters involving the
internal control structure, including procedures for safeguarding securities, considered 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 March 31, 2002, to meet the SEC's objectives.

This report is intended solely for the use of the Board of Directors, the SEC, the New York Stock
Exchange and other regulatory agencies that rely on Rule A7a-5(g) under the Securities Exchange Act
of 1934 and should not be used for any other purpose.

Whitmer & Company

Cincinnati, Ohio
May 21, 2002



