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ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM I.D. NO.
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT 3
ANGELA SARACENO : 509-747-2158°
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
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(Address) (City) (Zip Code)
CHECK ONE:
[A Certified Public Accountant
O Ppublic Accountant ROCESSED

[0 Accountant not resident in United States or any of its possessions.
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THOMSON
FINANCIAL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)
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OATH OR AFFIRMATION

I, TIM VORPAHL. ... , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

VORPAHL WING SECURITIES . . as
of  DECEMBER 31 ,2002 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

PRESIDENT

Signaty
OM Ww(é" ou T

Notary Publié’ CHRISTINE C. LEFKOWSK]

This report ** contains (check all applicable boxes): NOTARY PUBLIC
(@) Facing Page. STATE OF WASHINGTON
(b) Statement of Financial Condition. EXPIRES MARCH 4, 2003
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

b
X
X
X
X
O
@ (g) Computation of Net Capital.
]
O
B
O
D]
O
O

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j) 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.

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

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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T JDAN SCHOEDEL CPA U.S. BANK BUILDING
. ’ O]ED]E l 5& L .l 5 ‘ " 422 W. RIVERSIDE, STE. 1420
' o . ' o PATRICKA TERHAAR, CPA. . - SPOKANE WA 99201 RN ;
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CERTIHED PUBLIC ACCOUNTANTS C : T . JAMESR. HAR_LESS CPA, . ) www.schoedel.com

Tim Vorpahl, P;resi,dentl_ '
.~ Vorpahl Wing Securities, Inc. -~ -~ +
* 505 W. Riverside Ave., Suite 205 -
Spokane, Washington 99201

We have audited the accompanying balance sheet of Vorpahl Wing Securities, Inc. (a Washington
Corporation) as of December 31,2002, and the related statements of income, retained earnings and
changes in stockholder’s equity, and cash flows for the year then ended. These financial statements
are the responsibility of the Company s management Our respon31b111ty isto express an oprmon on
these ﬁnancral statements based on our audlt ‘

We _conducted our audit in accordance withv auditing standards generally accepted in the United
- States of America. Those standards require that we plan and perform the audit te obtain reasonable:
. assurance about whether the financial statements are free of material misstatement. An audit -
~ includes examining, on a test basis, evrdence supportmg the amounts and disclosures in the financial
- 'statements. Anaudit alsoincludes assessmg the accounting principles used and significant estimates
~ madeby management as well as.evaluating the overall financial statement presentatlon Webelieve
—that our audit provrdes a reasonable ba515 for our oplmon :

In our oplmon the ﬁnanc1a1 statements referred to above present farrly, in all matenal respects, the -

~ financial position of Vorpahl Wing Securities, Inc. as of December 31, 2002, and the results of its
operations and its cash flows for the year then ended in conformlty with accountmg principles
generally accepted in the Umted States of Amerrca

Our exatmnatlon was made for the purpose of formmg an oprmon on the basic financial statements
taken as a whole. The supporting data contained in Schedules T through IV is presented for the .
" purpose of additional analysis and is not a required part of the basic financial statements of the
 organization. Such information has been subjected to the auditing procedures applied in the audit

of the basic financial statements and, in our opinion, is fmrly stated inall materlal respects inrelation

to.the basrc financial statements taken as a whole. - . | _ . | o

February 18,2003 .



VORPAHL WING SECURITIES INC..
Spokane Washmgton

_ BALANCE SI—IEET
December3l 2002

' ASSETS

CURRENT ASSETS: -
Accounts recelvable comm1s51ons
Advances to corporate officer
Central Regxstratlon Dep0s1tory
Security deposit :
. Wedbush- Morgan deposit account

. Total current assets " .

- PROPERTY PLANT AND EQUIPI\/[ENT
- Netof accumulated deprec1anon

INTANGIBLEAS_SETS: ) N
Net of accurnulated amortization ‘

$ - 13,394

29,532
50
115
25,124

68,215
1,534

801

§ 70,550

LIABILITIES AND STOCKHOLDERS"EOUITY L

CURRENT LIABILITIES
. Bank drafts in excess of balance
Credit card payable
‘Accounts payable
Accrued payroll taxes:
Business and occupation tax
Note payable - current portion

~ Total current liabilities’

‘LONG-TERM LIABILITY:
: Long-te'rm debt, less curren't portion' v

* STOCKHOLDER'S EQUITY
 Authorized capital consisting of 10,000 shares of

$1 par value, issued and outstandlng 1,000 shares
Retained eammgs C corporation :
Retained earnings - S corporation

Total 'stockholde’r‘,s equity .

See Independent Audltor s Report and the accompanymg notes.
o - 1 z

¢

“$ 435

1,529
2,024
2,508

533
- 824
7,853

883

- 1,000
57,882
2,932

61,814

'$ 70,550



. ,»VORPAHL WING SECURITEES INC
Spokane Washmgton

. STATEMENTOF INCOME-_
_ For the year ended D_ecembe_r_3.1 ,2002 .

. REVENUES: T S . o o ,

Commissions . - e R ‘ $ 156,670
" Gain (loss) on asset sales e I o - (320)

Interestearned . . - - . . T o T , - 1,003
_ Interest participation. B K T T o ‘ L 1,287

Totalrevenues_” ' D _ L N L _158,640

'EXPENSES: - o o | e
Advertising - © v AR R L - ' 113
Bank/investment charges™ . . . o - L 613

- Broker Commissions . - S IR : S o L1S0
Business gifts o N BRI A 85 -
. Charitable donations. - - . =~ . 0 e S 449

" CRD expenses o T 54
Depreciation and amortization -~ - e . © 2,092
Dues and subscriptions B o I : 3,455.
Education .~ . o W 19
.Gross wages . S : o . 20,407
‘Insurance = - U o S 359
Interest © - B J - S 717
Legal and accounting | o S . 5936
Marketing, S o , S 1,219

. Meals and entértainment - » S R 4,090
Medical reimbursement . . - 5347
- Office expense Ve o B 6,048

Officer compensation - .~~~ [ S o 36,000

Other expenses S R B ‘ o - 1,018
Payroll taxes B B SR : o R 5,163
" Postage =~ - , o B 1,840
‘Rent - T L500
* Repairs and maintenance © . e R S . 638
Taxes and licenses -, - R I . 3,710
- Telephone A e e s T ' 3,488
~ Travel T S o R ' - 1,859

TOta.leXpenses o T TR _ ‘ 117,369

NET INCOME

$ 41271

See Independent Auditor's Report and. the accompanymg notes
. . G 2 - .



VORPAHL WING SECURITIES INC. .
Spokane Washmgton ‘

N »'STATEMENT OF CHANGES ]N STOCKHOLDER'S EQUITY
’ For the year ended December 31; 2002 ‘

_Capital Stock._ - . " . Retained Earnings ' Total -
e oD Stockholder's
- ~Common . ... . -:  Corporations o Equlty
© - Shares - Amount = . C - 8

Balances at . o | | P o o
January 1, 2002 . 1,000 $ 1,000 - $ 64,035 $ 4533 $ 69,568

Netincome - .. . aan . am
CDistributions - - o . g7y 42,872)
Dividen.d's‘: I P 153 - (6153

Issuance of . L ‘ . A
common shares =~ - e , - o -

 Balanceat . -

‘$ 61,8I4 <

* December 31,2002 1,000 | $.1000  $ 57882 8§ 293

See Independent Audltor s Report and the accompanymg notes.
. - 3 -



VORPAHL WTNG SECURITIES INC
' Spokane Washmgton o

‘ STATEMENT OF CASH FLOWS
- For the year ended December 31, 2002

CASH FLOWS FROM OPERATIONS ‘ . R = S
Net income B I $ 41,271
Adjustments needed to reconc1le net mcome to T R :

net cash flows from’ operatmg actwmes R S S
Amortization e ) R o o 600

Depreclatlon L ‘ L 1',492_
Net (increase) decrease in recelvables comrmssmns L 2,590
. Net (increase) decrease in security deposxts s o o . : 104
- Net increase (decrease) in payables -~ ~ L S o - (1,039)
* Net increase (decrease) in accrued payroll taxes o S o A 1,282
Net increase (decrease) in business and occupatlon tax o - o . 533
© Net increase (decrease) in bank drafts in excess of bala.nce' o ‘ 31D
Net cash flows from (used by) operatmg actnvmes S o 46,516

CASH FLOWS FROM (USED BY) INVESTING ACTIVITIES

‘Purchase of fixed assets A S ) L (699)
- Disposal of fixed assets- - - - : . ‘ R L o 307
* Net (increase) decrease in advance to ofﬁcers T - L 4,297
' -Net (increase) decrease in deposn accounts - . T 61
Net cash flows from (used by) mvestmg actlvmes Sl _ L 3,966

CASH FLOWS FROM (USED BY) FFNANCING ACTIVITIES o ' .
" Principal payments on long term debt - R I - (1,457)

Distributions to shareholder -+ . - T -~ (49,025)
, ) L ‘ - (50,482)

_NETINCREASE(DECR_EASE)INCASH- o e e

-CASHBALANCE Begmnmgofyear : L o -

CASHBALANCE Endofyear T 8 -
. ASUPPLEMENTAL DATA _ o . ; , : . : o
Interestpaldmcash “ R T : $ 1

See Independent Audltor‘s Report and the accompanymg notes.”
: -4



VORPAHL WING SECURITIES INC
' Spokane Washmgton

L K NOTES TO FINANCIAL STATEMENTS
B December 31 2002 o

_ NOTE 1 - ORGANIZATION AND NATURE OF OPERATIONS

Orgamzatlon and Nature of Qperatlon - The Company was. mcorporated Aprrl 19 1996. The
‘Company is an Introducmg Broker in securities, which is a non-clearing broker dealer (fully

disclosed.) The Company accepts customer orders, but elects to clear the orders through another
broker for cost efficiency.. The Company is. licensed by the National Assocratlon of Securltles
‘Dealers and must maintain a minimum- net caprtal of $5,000.

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

)Accountmg Method The Company prepares its ﬁnancral statements on the accrual bams wrth a.
fiscal year-end of December 31. : S : .

f Federal Income Taxes - Effectrve J anuary 1, 2001 Vorphal ng Secuntres elected to be taxed as

an “S” Corporation. ﬂrerefore no provision for income tax will be made subsequent to that date. =

' Any tax obhgatlon w1ll be pard by the owner.on hrs 1nd1v1dua1 return.

ropmy and Egulpmen Property and equrpment is stated at cost, and is deprec1ated by stralght hne }
‘ and accelerated methods over the estrmated useful lives of the various assets.

Intanglble Assets Intanglble assets are stated at cost and are amortrzed by the straight-line method '
Startup’ costs and an NASD fee are amortlzed over 60 months. Loan fees are amortized over the hfe
of the loan. . : :

Cash - For purposes of the statement of cash ﬂows the Company con51ders all thhly hquld debt -
instruments purchased with an original matunty date of three months or less to be cash equivalents.

Accountmg Estimates - Management uses estlmates and assumptrons in prepanng these ﬁnan01a1 -
' statements in accordance with generally accepted accounting principles. Those estlmates and
assumptions affect the reported amounts of assets and liabilitiés, the disclosure of contingent assets
“and liabilities, and the reported revenues and expenses Actual results could vary from the estimates
that were used. o o -

Advertising - AdVertising costs are expensed asincurr'ed‘

Compensated Absences - Employees of the Company are entltled to pard vacation and paid sick
days, based on various factors It is impracticable to estimate the amourit of compensation for future
absences and, accordingly, no liability has been recorded in the accompanying financial statements
The Company's policy is to recogmze the costs of compensated absences when actually pa1d

See Independent Audltor s Report
o 5 )



VORPAHL WlNG SECURITIES INC
' Spokane Washmgton

NOTES TO FINANCIAL STATEMENTS
: : December 31 2002

NOTE 3.- PROPERTY PLAN T AN D EOUIPMENT

Property, plant and equ1pment the related accumulated deprecrat1on and the depreciation l1ves and
methods at December 31, 2001 is summanzed as follows ‘

_Description - ‘ 'Life' B Methbd e

' Ofﬁce Equipment/Furnitute  5-7 years SL/Accelerated = $ 19,932
Less: Accumulated deprecratron C e 18398
Balance SRR o 3153

. Deprecratron expense was’ $1 492 for the year ended December 31 2002.

NOTE 4 - LEASES- |

~ During February 2002 the Company relocated 1ts ofﬁce to the Fernwell btuldmg, which is also in
the downtown Spokane area. The new lease agreement is for one year. The Company pays $1; 000
“ monthly for the first six ‘monthsand $1,100 monthly for the next six months. There are no sublease
‘ arrangements with other tenants but ofﬁce space is available for such an arrangement in the future

NOTE 5- LONG-TERM DEBT

' Durmg 2001, the Company entered into : a 36 month lease to-own contract for an office copier. The o

contract is for $2,162, with monthly’ payments of $115. The agreement also mcludes full servrce
coverage machme supphes and 1000 copres monthly ' . '

The aggregate ann_ual amount of requrred payment on the long-term'debt is as follows: -

2003 - s w4

2004 - e . 883
PR 8 1707

" NOTEG6 - PLEDGED'ASSETS--&

All accounts recervable equrpment and furmshrngs have been pledged as collateral for a loan
mcurred by the corporatron s sole shareholder :

See Independent Audrtor ] Report
-6 - ‘



VORPAHL WING SECURITIES LNC
' Spokane Washmgton '

NOTES TO F]NANCIAL STATEMENTS
. December 31, 2002 ‘ ‘

-‘ N OTE 7 NET CAPITAL REOUIREMENTS

The Company is subject to the Secuntles and Exchange Commlssmn Uniform Net Capltal 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 15 to 1 (and the rule

- of the exchange which also provides that equity capital may not be withdrawn or cash dividends paid

if the resulting net capital ratio would exceed 10 to 1). At December 31,2002, the Company had -

~ net capital of $29,658, which was-$24,658 in excess ‘of its required net capital of $5,000. The
~ Company’s. ratio of aggregate indebtedness to net capital was 1 to 3. 40 resultmg ina percentage of
. aggregate mdebtedness to net capltal of 29% ’ ,

‘ .NOTE 8 - SAVING IN CENTIVE MATCH PLAN FOR EMPLOYEES ( SIMPLE) 401 ( K) PENSION ‘
PLAN

In 2000, the Company started a SBVIPLE IRA for all quahﬁed employees Contnbutlons are made
. at the dlscretlon of management Company contrlbutlons for 2002 amounted to Zero.

See Independent Audltor s Report
-T-



VORPAHL WING SECURITIES INC
' Spokane Washmgton

Schedule I

Computatron of Net Capital Under Rule 15¢3- 1 of the o

Secuntxes and Exchange Commission
- As of December 31, 2002
Net Caprtal
- Total stockholder s equlty

i Deductions and/or charges'

Non allowable assets:

Receivables from non-customers o 8 29,532
‘ . 124

1,534

801

-Excess clearing deposit
. Furniture, equipment, net -
Intangible assets, net '
_CRD balance -
Security deposit
~Total assets
' Net Capital - -

Aggregate 1ndebtedness

Ttems included in balance sheet: -

- Bank drafts in excess of balance
Credit card payable -
Accounts payable
Accrued payroll taxes
Accrued business and occupation tax
Note payable - secured ’

~ Total aggregate mdebtedness

Computatlon of basic net capltal requ1rement
: Mmrmum net capltal required: - ‘

, Excess net capital |
Excess net capital at I;SOO 'percent‘ |
- Excess net cap1ta1 at 1, 000 percent »
| Ratio: Aggregate mdebtedness to net capltal
Percentage Aggregate 1ndebtedness to net capxtal

Reconciliation w1th company 's computatlon (1ncluded in Part I of Form
X—17 A-5 as of December 31, 2002)

-50

R O

435
1,529
2,024
2,508

533
1,707

Net caprtal as reported in Company s Part II (unaudrted) Focus Reportv .

Audit adjustments
Net capital'_per above

| See Independent Aud1tor s Report
. - .-8-

$ . 61814

32,156
§ 29658 -
$ 8736
$ 5000
$ 24658
$ 29,076
S 28784
 1to340
29.46%
$ 28933
725



VORPAHL W]NG SECURITIES INC.
L Spokane Washmgton o

Schedule H i
As of December 31 2002

Vorpahl Wing Securities, Inc. is an mtrodt’rcing Broker only, and claims exemption from Rule 15¢3-3
under Section (k)(2)(B): All customer transactions are cleared through another broker on a fully
, »dlsclosed basrs This computatron is not apphcable

 Schedule ‘111' .

Informatlon Relatmg to Possessron or Control Requlrements
Under Rule 15¢3-3 of the Securitjes and: Exchange Commrssron
As of December 31, 2002

' Vorpahl Wing Secuntres Inc. is an mtroducmg Broker only, and claims exemption from Rule 15c3 3
under Section (k)(2)(B): All customer transactions are cleared through another broker on a fully
. drsclosed bams Thrs computatlon is not appl1cable ‘ :

' Schedule IV

Schedule of Segregatron Requrrements and Funds in Segregation
for Customers’ Regulated Commodity Futures and Options Accounts
: : As of December 31 2002 ‘

Vorpahl Wing Secuntles Inc. is an mtroducmg Broker only, and clatms exemptlon from Rule 15¢3-3
-under ‘Section (k)(2)(B): All customer:transactions are clcared through another broker on a fully
- drsclosed basis, This computatlon is not appllcable

See Independent Audrtor s Report
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VORPAHL WING SECURITIES

. lNDEPENDENT AUDITOR S REPORT ON THE INTERNAL CONTROL STRUCTURE :

M. Timothy_;Vorpahl L
Vorpahl Wing Securities =~

In planning and perforrnlng our audit of the“‘ﬁnancial statements of VOrpathi'ng Secuntres Inc. (thev
Company), for the year ended December 31,2002, we considered its internal control, including control
activities for safeguardlng securities, in order to determine our auditing procedures for the purpose of

: 'expressmg our opinion on the financial statements and not to provrde assurance on the mternal control o

Also as requlred by rule l7a—5(g)(1) of the Secuntles and Exchange Comrmssmn (SEC) we have made
astudy of the practices and procedures’ followed by the Company including tests of such practices and
* procedures that we considered relevant to the obj ectives stated in rule 17a-5(g), in makmg the periodic
‘computations of aggregate indebtedness (or aggregate deb1ts) and net capital under rule 17a-3(a)(1 1) and
for deterrmmng compliance with the exemptive provisions of rule 17¢3-3. Because the company does,
not carry securities accounts for customers or perform custodial functions relating to customer securities,
we d1d not revrew the practlces and procedures followed by the company in any.of the followmg

1 Makmg quarterly secuntles exammatlons counts venﬁcatlons and compansons
. '_ 2. Recordatron of dlffere'nces requlred by Rul'e 17a-13 -

3. . Complymg w1th the requrrements for. prompt payment for secuntles under Sectlon 8 of
' Federal Reserve Regulatlon T of the Board of Governors of the Federal Reserve System

The management of the Company is responsrble for estabhshmg and maintaining an mtemal 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 control, 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 propetly to permit the
preparation of financial statements in accordance with generally accepted accounting principles. ‘Rule
: 17a-5(g) lists add1t1onal objectives of the practrces and procedures lrsted in the precedmg paragraph

,'Because of inherent hmrtatlons in any internal control or the practlces 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 effectlveness of the1r desrgn and operatron may detenorate .

| See Independent Auditor’s Report. |
N ] _ 10 .- . :



VORPAHL WTNG SECURITIES
INDEPENDENT AUDITOR S REPORT ON THE INTERNAL CONTROL STRUCTURE
(Contmued) " '

M Trmothy Vorpahl
Vorpahl ng Securrtles

Our con31derat10n of mtemal control would not necessarrly dlsclose all matters in internal control that r
“might be material weaknesses under standards established by the American Institute of Certified Public
~Accountants. A material weakness is a. condrtron in which the design or operation of specific internal
~ . control components does not reduce to a relatlvely low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audrted may occur and not be detected
within a timely period by employees:in the normal. course of performmg their assrgned functions.
However, we noted no matters involving internal control, including control activities for safeguardmg
secuntles that we consrder to be matenal weaknesses as deﬁned above. ‘ : '

We understand that practrces and procedures that accomphsh the objectives referred to in the second x

- 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 regulatlons and that practices and procedures that do.
- not accomplish such objectives in all matenal respects indicate a material lnadequacy for such purposes.

~ Based on this understanding and on our study, we believe that the Company s practrces ‘and procedures '
o were adequate at December 31, 2002 to meet the SEC s objectives.

This report is 1ntended solely for the mformatron and the use’ of the Board of Dlrectors management,

the SEC, the NASD, and other regulatory agencies that rely on rule 17a-5(g) under the Securities |

- Exchange Act of 1934 in their regulatlon of regrstered brokers and dealers and should not be used for

any other purpose.

SCHOEDEL & SCHOEDEL
‘ Certlﬁed Public Accountants

‘February 18, 2003

. See Independent Auditor’s Report.
- |



