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i”ERNST&YOUNG & Ernst & Young LLp & Phone: (213) 977-3200

725 South Figueroa Street WWW.ey.com
Los Angeles, California 90017-5418

Report of Independent Auditors

The Member
Coast Asset Securities, LLC

We have audited the accompanying statement of financial condition of Coast Asset
Securities, LLC (a Delaware Limited Liability Company, the Company) as of
December 31, 2001. The statement of financial condition is the responsibility of the
Company’s management. Our responsibility is to express an opinion on the statement of
financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statement is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statement. 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 statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Coast Asset Securities, LLC at

December 31, 2001, in conformity with accounting principles generally accepted in the
United States.

gc;»vmvt v LLP

February 15, 2002

Ernst & Young LLP is a member of Ernst & Young International, Ltd.




Coast Asset Securities, LLC

Statement of Financial Condition

December 31, 2001

Assets
Cash and cash equivalents

Member’s equity
Member’s equity

See accompanying notes.

$

78,186

$

78,186




Coast Asset Securities, LLC

Notes to Statement of Financial Condition

December 31, 2001

1. Organization

Coast Asset Securities, LLC (a Delaware limited lability company, the Company), is a
registered broker-dealer under the Securities Exchange Act of 1934 and is a member of
the National Association of Securities Dealers, Inc. (NASD). The Company is a wholly
owned subsidiary of Coast Group, LLC. The Company’s only activities relate to acting as
a selling agent for investment company, private placement and direct participation
program securities. In addition, the Company is a registered Introducing Broker (IB) with
the Commodity Futures Trading Commission and is a member of the National Futures
Association. In connection with its registration as an IB, the Company has not conducted
business that would require such registration. However, it may do so in the future.

2. Significant Accounting Policies

The Company uses the accrual basis of accounting. Accordingly, income and expenses
are recorded as earned and incurred, respectively.

Cash and cash equivalents consist of amounts on deposit with major financial institutions
and highly liquid investments with a maturity of three months or less.

The preparation of the statement of financial condition in conformity with accounting
principles generally accepted in the United States requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities at the reporting
date. Actual results could differ from those estimates.

3. Income Taxes

The Company is generally not subject to federal or state income taxes and, accordingly,
no provision for income taxes has been made in the accompanying financial statements.
The members are required to report their proportionate share of income or loss on their
individual tax returns.




Coast Asset Securities, LLC

Notes to Statement of Financial Condition (continued)

4. Net Capital Requirement

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, as defined, does not exceed
15 to 1. Summarized net capital information for the Company as of December 31, 2001,
is as follows:

Net capital $ 78,186
Required net capital 5,000
Excess net capital $ 73,186
Ratio of aggregate indebtedness to net capital 0.00to 1




