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_INDEPENDENT AUDITOR'S REPORT

i 1
¢

To the Board of Directors and Stockholders ‘ S o
Mirus Securities, Inc. : ’ :
Boston, Massachusetts . . ‘ . IR

We have audited the accompanying 'statement of financial condition of Mirus Securities, Inc. as of -
December 31, 2002, and the related ‘'statements of .operations, changes in stockholders equity, -
,changes in liabilities subordinated to claims.of cteditors, .and cash flows for the year then ended. -
These financial statements are the responsibility of the Company's management Our responsibility-
is to express an oprnron on these ﬁnancral statements are based on our audit.

We conducted our audit in accordance with audntrng 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 assessmg the accounting principles used and significant
-estimates made by management, as well as evaluatrng the.overall financial statement presentatlon
We believe that our audit provides a reasonable basis for our opinion.- ‘ . '

Ih our oplnron the financial statements referred to above present fairly, in aII material respects the .
financial-position of Mirus Securities, Inc. as of December 31, 2002, and the resulits of its operations
and its cash flows for the year then ended, in conformity with .accounting principles generally
accepted in the Unlted States of America. - . .

[T
,

SCHWEITZER KARON & BREMER LLC r S - L
Certified Public Accountants

Minneapolis, Mrnnesota : .
_February 17, 2003 o . , A
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o MIRUS SECURITIES, INC..
STATEMENT OF FINANCIAL CONDITION

" December 31,

See-Notes to Financial Statements. o 4-

2002 -
ASSETS:. : o
Cash and cash equivalents $ 32,968
Accounts receivable ' 9,008
Total assets $ 41,976
LIABILITIES AND STOCKHOLDERS' EQUITY
- LIABILITIES: -0
Accounts payable and accrued expenses o B $ 9,407
"-Total liabilities / o - ' ; 9,407
/ ' . . \
STOCKHOLDERS' EQUITY:
Common stock, no par value, stated vaIue $1.00 per .
share; authorized 20, 000 shares; lssued 100 shares -~ 100
Additional paid-in capital . ‘ - . , 21,146 .
Retained earnings - S ' S - ' 11,323 -
Total stockholders’ equity ’ ' 32,569
] Total liabilities and ewckhelders' equity

' $ 41,976



MIRUS SECURITIES, INC..
STATEMENT OF OPERATIONS »

* Year Ended December 31, — | 2002
Revehues . I : $ 524,831
Operating expensés: E A : ‘ - S ' -

Consuiting fees - L . - - . ) 478,219

Management fees - - ' ’ " , ‘ o o -26,743

- NASD fees . R ' T 11,1408

' Bad'debt expense " o , L o : - 3,061
___Other expenses S ’ - . S . " 6,415 -

" Total operating expenses- T : , R . i 515,546

~ Income (loss) before income taxes \ I o o . 9,285

Federal and state income taxes . ) i ' - 456

© Netincome (loss) = . o o o $ - 8,829

‘ i
See Notes to Financial Statementis.‘ - 0 -5-



MIRUS SECURITIES INC. )
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
AND ;
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO CLAIMS OF
N CREDITORS
" Year Ended December 31, 2002

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY -

Common Stock Issued  ~ Additional .

_ Voting ., - Paid-in. Retained ‘
, ~Shares - Amount -~ Capital Earnings Total
Balance; December 31,2001 . 100 s 100 . $21,146 § 2494 §$ 23,740
(Net income (loss) \ A‘ i - . . _‘ _ | ‘8,82~9' ' 8,82.9-’.
| Balance, December31,2(IO‘2 R ‘ T 100. $ 1oov' '$ 21,146 $11,323 § 32,569

1 ‘ - . ,

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
* TO CLAIMS OF CREDITORS '

-~

. Balance, January 1, 2002 S o . S .. % 0
‘ Net changes in subordinated debt . - ' ' - 0

Balance, December 31,2002 o . L 0§ 0

See Notes to Financial Statements. . -6-



- MIRUS SECURITIES, INC.
| STATEMENT OF CASH FLOWS =

W

. Year Ended December 31, . oo ! L. — 2002

CA§H FLOWS FROM OPERATING ACTIVITIES: .- -~ . o :
Cash received from customers” .~ - : : $ 515,824 -
Cashpaidtovendors =~ - . o S {512,392)
' Income taxes paid . 3 - . o C 1 (456)

Net cash provaded’by (used m) operatlng actlvmes 7 S 2,976 |

Net (decrease) in cash and cash equwalents : \ , o - o 2,976

Cash and cash equiVaIents: o : . L
Beginning : ' " - © o 29,992 ¢

. Ending o o o ", § 32,968

]
\

RECONCILIATION OF NET INCOME (LOSS) TO NET
CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES .

"Net income (loss) - C $ 8,829
‘Adjustments to reconcile net income (loss) to net : : ’
cash provided by (used in) operatlng activities: 4 . ‘ ’ ,
(Increase) decrease in accounts receivable . ' N . (6,427)
" Increase (decrease) in accounts payable and accrued expenses 574
Net cash prowded by (used m) operatmg activities - %8 2976

- See Notes to Financial Statements. } S t



Note 1.

~

~

* Nature of Business and Sign‘iﬁ‘cant Accounting _P'olici'es_

' Revenue recognition: > S o

‘o

. MIRUS SECURITIES INC.
» NOTES TO FINANCIAL STATEMENTS

Nature of busmess
Mirus Securities, Inc (the Company) was. mcorporated as a Massachusetts busmess in May
.1998. The Company acts as a broker-dealer engaged in the placement of corporate or other
securltles to institutional or eligible pnvate placement purchasers."The Company cannot hold
customer funds or securities and does not expect signifi cant business activity for or with retail
securities customers.

The Company. works 'together with RCW Mirus, Inc. (Mirus) to provide investment-banking -

-solutions to public middle corporations primarily in the téchnology and manufacturing
industries. The Company reimburses erus for- expenses and services expended on behatf
of its chents (see note- 2) -

v

N

‘The Company has filed with 'regulatory agencies in order to transact business as a broker-

dealer. As a broker-dealer the Company’s equity.is restricted by the Securmes and
Exchange:- Commcssnon unlform net capltal rule (Rule 15c3-1). ‘

A summary of the Company s sngmflcant accountmg polncues follows

Cash and cash equivalents:

For purposes of reporting on the statement of cash ﬂows the Company includes all cash
accounts; which are not subject to wrthdrawal restrlctlons or penatt:es to. be cash
equwalents ‘ A o . ‘ S : .

The Company maintains its cash in bank»dep'osit accounts, which at times may éxceed

federally insured limits. The 'Company has not experienced any lossés on such accounts.
The Company believes it is not exposed to any significant credit risk on cash..

Acoomplishment fee income and related expenses for transactions are recognized on the '

settlement date, which is generally the trade execution date. There would be no material -

effect on the flnanmal statement if trade executlon date instead of settlement date were used
Consultmg fees are billed to customers and recogmzed as revenue on a monthly basis as the
.services are performed

-

Use of estimates:

v
1

_The preparation of flnanCIal statements in conformnty with accounting principles generally
accepted in the United States of America requires management to make-estimates and -
. assumptions that affect the amounts reported in the financial statements and accompanymg

notes. Actual results .could dlffer from those estlmates .

Federal and state income taxes:

~The Company with the consent of its stockholders, will be taxed under sections of federal

and Massachusetts income tax law, which provides that, in lieu of corporation income taxes,
the stockholders will separately account for their prorata shares of the Company’s income,
deducttons Iosses and credits. State mlnlmum fees pald dunng 2002 amounted to $456.



Note 2.

Note 3.'

o Note 4.

MIRUS SECURITIES INC .
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

5

A
N .

Related Party Transactions

'Durr‘ng 2002, the Company paid Mirus $478,219 for investment banking:, and consulting -
. services. In addition the Company paid $26,743 1o this affiliate for management services. At

December 31, 2002 there were no amounts due to Mirus.

Net Capltal Requnrements

" The Company is subject to the. Securltles and Exchange Commission's uniform net capital
rule (Rule 15¢ 3-1), which requires the maintenance of a minimuni amount of net capital and -

requires that the ratio of aggregate indebtedness to net .caprtal both as defined, shall not
exceed 15-to-1. The rule also provides that equity capital may not be withdrawn or cash

dividends pald if the resulting net capital ratio would exceed 10-to-1. At December 31, 2002, '

the Company had net .capital and net capital requrrements of $23,562 and $5 000,
respectively. The Company s net caprtal ratio was .40 to 1

. Customer Transactlons

The Company does not hold cpstomer funds or securities. Accordingly, the Company is
exempt from the requirement to maintain”a “Special Reserve Account for the Exclusive

Benefit of Customers” under provisions of SEC Rule 15¢3-3 based on Paragraph K(2)(n) of.

that rule.

N
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INDEPENDENT AUDITOR'S REPORT ON SUPPLEMENTARY INFORMATION,

’ - - . coa

. To the Board of Dlrectors and. Stockholders . RPN , : "
‘Mirus Securities, Inc.’ ' L " o '
‘Boston, Massachusetts L ' N ,
. A . ,‘ . R . . ' : ’ . . . -
Our audit was made for the purpose of forming, an opinion on the basic financial statements taken
as a whole. 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
. ,relat|on to the basic fi nancnal statement taken as a whole :

The |nformat1on contalned in Schedules | through Il is presented- -for purposes of addxtlonal
~analysis and is not a required part of thé basic financial statements but is supplementary .
information, as listed in the accompanymg Jindex, requ;red by rule i7a- 5 of the Securities and ,
. Exchange Commxssmn LA ‘ i

_SCHWEITZER KARON &BREMER L . ——_— , Lo -
- Certified Public Accountants -+ . ce ) -

Minneapolis, Minnesota ;: e : ' -
February 17, 2003

©10- -
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MIRUS SECURITIES INC.

COMPUTATION OF AGGREGATE INDEBTEDNESS AND

NET CAPITAL PURSUANT TO RULE 15¢3-1
December 31, 2002

'

Schedule | .

Total stockholder's equi.ty‘frrom.tﬁe statement of financial condition $ 32,569 .
Deductions: ' ‘ o
- Non-aliowable assets (9,007)
Net capitalvbefore haircuts on securities positions 23,562,
‘Haircuts on securities: ‘
" Trading and investmentsec'u'rities : -0
Net capital '$ 23,562
Aggregate indebtedness:
Included in statement of financial condition: - o
Accounts payable and accrued expenses | - $ 9,407
Computation of basic net capital requirement: ’
Minimum net capital required (the greater-of _ . -
$5,000 or 6-2/3% of aggregate indebtedness) . $ 5,000
. — — -
 Capital inlexcess of minirhum requirement - $ 18,562
Ratio, aggregate indebtedness to net capital -

0.40

S _ I P



'Schedule I '

i : MlRUS SECURITIES INC ‘ :
o RECONCILIATION OF THE COMPUTATION OF AGGREGATE INDEBTEDNESS
" AND,NET CAPITAL WITH THAT OF THE REGISTRANT
| AS FILED IN PART IIA OF FORM X- 17A-5
December 31, 2002

' AGGREGATE INDEBTEDNESS
There were no m’ater,ial adjustments to the,gaggregate indebtedness calculation.

NET CAPITAL

) T'here\ were no material adjustments to the net capital calculation.

4

;712 -



. o o o . Schedule Ill
MIRUS SECURITIES, INC.
STATEMENT PURSUANT TO'RULE 15¢3-3 OF THE

SECURITIES EXCHANGE ACT OF 1934 )
‘December 31, 2002 I

As descrlbed in Note 4 of the notes ‘to financial statements, the Company does not hold funds’ or

. . securities of customers.: Accordingly, the Company is exempt from the requirements to maintain a'

"Special Reserve Account for the Exclusive Benefit of Customers” under provisions of SEC Rule 15¢3-3
- based on Paragraph K(2)(u) of the rule. -

13-
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- INDEPENDENT AUDITOR'S REPORT ON INTERNAL-ACCOUNTING CONTROL

v

" To the Board of Directors and Stockholders N _ R _
Mirus Securities, Inc. L :
Boston, Massachusetts : S ’

in plannrng and performrng our audlt of the frnancral statements of Mirus Securities, Inc for the year

ended December 31, 2002, . we considered  the Company’s internal control structure, including
procedures for safeguardlng securities, in order to determine our auditing procedures for the purpose

of expressing our opinion on the financial statemerits and not to provrde assurance on the internal

control structure L

‘Also, as required by Rule 17a- 5(g)(1) and (2) of the Securities and Exchange Commrssron we have
made a study.of the practlces and procedures (including tests of compliance with such practicés -and
procedures) followed by Mirus. Securities, Inc. that we considered relevant to the objectlve stated in
Rule 17a-5(g)(1) in making the periodic computation of aggregate indebtedness and net capital under

Rule 17a-3(11) and (2) procedures for determining compliance with the exemptive prévisions of Rule

-~ 16¢3-3. 'We did not review the practrces and procedures followed by the Company in any of the'
followmg o L . <

’

Iy

1. Makrng quarterly securrtles examrnatrons counts verrf catlons and comparisons

2. Recordatnon of dtfferences requrred by Rule 17a- 13
3. Complyrng with the requrrements for prompt payment for securities under Sectron 8 of
Regulatlon T of the Board of Governors of the Federal Reserve System

The management of the Company is responsrble for éstablishing and marntalmng a system of internal
accounting .control and the practrces and procedures referred to_in the preceding paragraph. In
fulfiling this responsibility, - estimates and judgments by management are required to' assess the
expected benefits and related costs of control procedures and of the practices and procedures
" referred to in preceding paragraph and to, assess whether those practices and procedures can be
expected to achieve the Commission’s above- mentioned. objectives. Two 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 dlsposmon and that transactions are ‘executed in accordance with
management s authorization and recorded properly to permit the preparation of financial statements in

accordance ‘with accounting principles generally accepted in the United States of- America. Rule 17a- B

5(qg) lists addrtrona[ objectives of the practices and procedures listed in the preceding paragraph.
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To the Board of Directors and Stockholders.

Page Two - e ' _ S

‘ . - . | . , - . '
N

" Because of inherent limitations in any internal accounting control procedures on the practices and
~ procedures referred to above, errors or irregularities may nevertheless 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 degree of compliance with them may
‘ deterrorate - . . . - .

O_ur ‘consideration of the internal control structure would not',necessarily, dieclose 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 the specific internal control structure elements does not reduce to a relatrvely .

low level the risk that errors or irreguilarities in amounts that would be material in relation to the
financial statements' being audited may occur and not be determined 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 determining compliance with the

exemptron provrsrons of Rule 15¢3- 3 which we consider to be materral weaknesses as defined above.

We understand.that practrces and procedures that accomplish the objectlves referred toin the second
paragraph of this report are considered by the Commission to be. adequate for its purposes in
accordance with the Securities and Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomphsh 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
Commission’s objectives. r ’ : ’

’

"~ This report is rntended solely for the use of rnanagement. the Securities and Exchange Commission

and the National Assocratron of Securities Dealers, Inc:, and other regulatory agencies which rely on.
rule 17a- -5(g) under the Securities Exchange Act of- 1934 in therr regulatron of reglstered ‘brokers and .
dealers, and should not be used for any other purpose

N

iuﬁ/@,. L;LLL o

SCHWEITZER KARON & BREMER, LLC
Certified Public Accountants
Mrnneapolrs Minnesota

February 17, 2003 -



