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OATH OR AFFIRMATION

‘Margaret E. Maul

1, : , swear (or affirm) that, o the
best of my knowledge and belied the accompanying financial statement and supporting schedules peraining to the firm of

MCM FINANCIAL CORP..
, as of

December 31, - 18292 are true and comrect. 1 further swear {or affirm) that neither the company

nor any pariner, proprietor, principal officer or director bas any proprietary interest in any account classified soley as that of
a customer, except as follows:

Tpueod G ol
bebadene L

Title

&l

.DELPH\NE FlTZGERAleD
\ Notary Public. State of Nevada ¥
J  Appointmert No. 01673511
/ My Appl. Expires Nov. 28, 2004

Nowry Poblic 7

I

—

his report** contains (check all applicable boxes):
(a) Facing page. ‘
(b) Sratement of Fmancial Condition.
(¢) Statement of Income (Lous).
. {d) Statemnent of Changes in Financial Condition. .
{(e) Staremesnt of Changes in Stockholilers’ Equity or Panners’ or Sole Proprietor’s Capital.
() Statement of Changes in Liabilitie: Subordinated to Claims of Creditors,
(g) Computation of Net Capital
(h) Computation for Detenmination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to tie Possession ar control Requirerments Under Rule 15¢3-3.
() A Recondliation, including appropiiate explanadon, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determnisation ol the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation betwseen 1he audited and unaudited Statements of Financial Coadition with respect to methods of ¢on-
solidation.
@) An Oath or Affirmation.
{m) A copy of the SIPC Supplememal Report.
(n) A report describing any matenal inadequacies found to exist or found to have existed since the date of the previous audit.

0g0o O ooooocodaaoco

**For conditions of confidential rrcatment of certain portions of this filing, see section 240.1/7a-5(¢)(3).
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INDEPENDENT AUDITORS' REPORT ON FINANCIAL STATEMENTS

Board of Directors
MCM Financial Corp.
Las Vegas, Nevada

We have audited the accompanying balance sheets of MCM Financial Corp. as of December 31, 2002 and 2001,
and the related statements of operations, stockholder's equity and cash flows for the years then ended. 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. Those
standards require that we plan and perform the audits 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 MCM Financial Corp. as of December 31, 2002 and 2001, and the results of its operations and cash
flows for the years then ended, in conformity with accounting principles generally accepted in the United States.

Our audits were conducted for the purpose of forming an opinion on the financial statements, taken as a whole.
The information contained in Schedutes I, I, I1I and [V is presented for purposes of additional analysis and is
not a required part of the financial statements, but is supplemental information required by Rule 17a-5 of the
Securities Exchange Act of 1934. Such information has been subjected to the auditing procedures applied in
the audits of the financial statements and, in our opinion, is faily stated in all material respects when considered
in relation to the financial statements, taken as a whole.

[

January 29, 2003
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MCM FINANCIAL CORP.
BALANCE SHEETS
DECEMBER 31, 2002 AND 2001

2002 2001

ASSETS
Current assets
Cash $ 16853 § 35,097
Prepaid expenses 3,090

$ 19943 $ 35,097
LIABILITIES AND STOCKHOLDER'S EQUITY
Accounts payable 3 3.000
Stockholder's equity
Common stock, $50 stated value, 10,000 shares authorized, 1,000 shares
issued and outstanding $ 50,000 50,000
Additional paid-in capital 50,000 50,000
Deficit (80.057) _(67.903)

19,943 32.097
S 19943 § 35,097

See notes to financial statements. 2



MCM FINANCIAL CORP.
STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31, 2002 AND 2001

2002 2001
Revenue $ 21,151 16,782
General and administrative expenses 15,517 10.995
Income before interest income 5,634 5,787
Interest income 212
Net income $ 5,846 5,787

See notes to financial statements.
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MCM FINANCIAL CORP.
STATEMENTS OF STOCKHOLDER'S EQUITY
YEARS ENDED DECEMBER 31, 2002 AND 2001

Balance, January 1,2002
Distributions
Net income

Balance, December 31, 2002

Balance, January 1, 2001

Distributions
Net income

Balance, December 31, 2001

See notes to financial statements

Number of
shares issued Common Additional
and out- stock stated paid-in
standing value capital Deficit Total
1,006 S$ 50,000 S 50,000 (67,903) §$ 32,097
(18,000) (18,000)
5,846 5,846
1,600 § 50,000 § 50,000 (80,057) § 19,943
1,000 § 50,000 $ 50,000 (13,690) $ 86310
(60,000) (60,000)
5,787 5,787
1,000 § 50,000 § 50,000 (67,903) § 32,097
4



MCM FINANCIAL CORP.
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2002 AND 2001

Operating activities

Net cash provided by (used in) operating activities

Financing activities

Distribution to shareholder
Net decrease in cash
Cash, beginning of year

Cash, end of year

See notes to financial statements.

2002 2001
$ (244) $ 7,287
(18.000) (60.000)
(18,244) (52,713)
35,097 87.810
$ 16,853 $ 35,097




MCM FINANCIAL CORP.
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2002 AND 2001

1. Nature of operations and background information:

Business activities. MCM Financial Corp. (the Company),
offers consulting services to clients, ordinarily described as
"money management." The Company does not hold funds or
securities for customers. The Company operates primarily
in southern Nevada; however, its future operations could be
affected by adverse changes in economic conditions in the
local area or in the United States, in general, including the
effects of war.

2. Summary of significant accounting policies:

Use of estimates. Timely preparation of financial
statements in conformity with generally accepted accounting
principles requires management to make estimates that
affect reported amounts, some of which may require
revision in future periods.

Income taxes. The Corporation, with the consent of its sole
stockholder, has elected to have its income taxed as an "S
corporation" and accordingly, in lieu of corporation income
taxes, the stockholder is.taxed on the Corporation's income
or loss. Therefore, these statements do not include any
provision for corporate income taxes or benefits.

Revenue recognition. Revenues for management fees are
recognized when earned based wupon commission
percentages established by various agreements applied to
assets contained in those funds.

3. Net capital requirements:

The Company is subject to the net capital provisions of the
Securities and Exchange Act of 1934. The rules adopted by
the United States Securities and Exchange Commission
prohibit a member from engaging in securities transactions
if the ratio of its aggregate indebtedness to net capital, as
defined, exceeds 10 to |, or if its net capital, as defined, falls
below a specified level. Net capital and the related net
capital ratio may fluctuate on a daily basis. The net capital
ratio of the Company was 0 to | and 0.09 to 1 at December
31, 2002 and 2001. The Company's net capital was $16,853
and $32,097 at December 31, 2002 and 2001. Therefore,
the Company was in compliance with these requirements.

4.  Related party transactions:

Use of the Company's premises are provided to it by a
company affiliated through common ownership at no cost
and without accounting recognition to the Company.

5. Supplemental cash flow information:

2002 2001

Reconciliation of net income to net
cash provided by (used in)
operating activities

Net income $ 5846 $ 5,787
Changes in:

Prepaid expenses (3.090)

Accounts payable (3,000) 1.500
Net cash provided by (used in) $ (244) § 7,287

operating activities
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MCM FINANCIAL CORP.
SUPPLEMENTAL INFORMATION
DECEMBER 31, 2002

SCHEDULE 1
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 of the
SECURITIES AND EXCHANGE COMMISSION

Net capital $ 16,853
Minimum net capital requirement $ 5,000
Aggregate indebtedness None

Excess net capital @ 1000% 3 16,853
Ratio of aggregate indebtedness to total net capital Otol

Reconciliation with company's computation (included
in part [I of Form X-17A-5 as of December 31, 2002):

Net capital, per the Company's unaudited focus report 3 16,664
Audit adjustments, net 189
Net capital $ 16,853

See notes to financial statements



MCM FINANCIAL CORP.
SUPPLEMENTAL INFORMATION
DECEMBER 31, 2002

SCHEDULE I1
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

Computation for Determination of Reserve Requirements Under Rule 15¢3-3 of the Securities and Exchange
Commission:

The Company is exempt from this requirement under paragraph (k)(2) of this Rule.

SCHEDULE 111
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS

Information Relating to Possession or Control Requirements Under Rule 15¢3-3 of the Securities and Exchange
Commission:

The Company is exempt from this requirement since it does not perform clearing services or carry customer
accounts. The Company does not routinely receive customer funds or securities.

SCHEDULE IV
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION

Schedute of Segregation Requirements and Funds in Segregation for Customers' Regulated Commodity Futures
and Options Accounts Under Regulation 1.16 of the Commodity Futures Trading Commission:

The Company does not broker or deal commodity futures or options and is, therefore, exempt from this
requirement.



INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL

Board of Directors
MCM Financial Corp.
Las Vegas, Nevada

In planning and performing our audit of the financial statements and supplemental schedules
of MCM Financial Corp. (the Company), for the year ended December 31, 2002, we
considered its internal control in order to determine our auditing procedures for the purpose of
expressing an opinion on the financial statements and not to provide assurance on internal
control.

Also, required by Rule 17a-5(g)(1) of the Securities and 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 15c¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, 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
Complying with the requirements for prompt payment for securities under Section §

of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.

(98]

Management of the Company is responsible for establishing and maintaining internal control
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 controls 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 SEC’s above-mentioned objectives. Two of the objectives of internal control 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 the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud 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.

(702) 384-1120 » Fax: {702) 870-2474 « 6100 Elton Avenue, Suite 1000 * Las Vegas, NV 89107-0123 » pbtk.com




Board of Directors
MCM Financial Corp.
Page 2

Our consideration of internal control would not necessarily disclose all matters in internal control 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 the specific internal
control components does not reduce to a relatively low level the risk that error or fraud 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 internal control that we consider 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 December 31, 2002, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the National Association of Securities Dealers, the National Securities Clearing Corporation, and
other regulatory agencies that rely on Rule 17a-5(g) under the Securities and Exchange Act of 1934 in
their regulation of registered brokers and dealers, and is not intended to be and should not be used by
anyone other than these specified parties.

?MEM; T ¥ i

January 29, 2003



