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MOSS-ADAMS LiP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Members and Management Committee
Viewpoint Securities LLC

We have audited the accompanying balance sheet of Viewpoint Securities LLC (a Delaware
limited liability company) as of December 31, 2002, and the related statements of income,
changes in members’ equity, 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 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. 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 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 the Company as of December 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 made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule I — Computation of Net Capital
Pursuant to Rule 15¢3-1 is presented for purposes of additional analysis and is not required as
part of the basic financial statements, but is supplemental information required by Rule 17a-5 of
the Securities and 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.

Z//wa/ ((c( o (P

Portland, Oregon
January 15, 2003

A member of
Moores Rowland International

an association of independent
accounting {irms throughout

the world



VIEWPOINT SECURITIES LLC

BALANCE SHEET
DECEMBER 31, 2002
ASSETS
Cash and cash equivalents $ 292,935
Commissions receivable 45,074
Prepaid expenses and other assets 1,899
Equipment, net of accumulated depreciation 14,790
TOTAL ASSETS $ 354,698
LIABILITIES
Accounts payable and accrued liabilities $ 21,657
Subordinated borrowings due to members 200,000
TOTAL LIABILITIES 221,657
MEMBERS’ EQUITY, net of subscriptions receivable 133,041
TOTAL LIABILITIES AND MEMBERS’ EQUITY $ 354,698
See accompanying notes. 2




VIEWPOINT SECURITIES LLC
STATEMENT OF CHANGES IN MEMBERS’ EQUITY
YEAR ENDED DECEMBER 31, 2002

BALANCE, December 31, 2001

Members’ distributions

Net income

BALANCE, December 31, 2002

See accompanying notes.

Members’ Subscriptions Members’
Equity Receivable Equity, Net
$ 111,001 $  (10,925) $ 100,076
(47,500) - (47,500)
80,465 - 80,465
$ 143,966 $  (10,925) $ 133,041




VIEWPOINT SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - ORGANIZATION

Viewpoint Securities LLC (the Company), is a Delaware limited liability corporation formed on
March 16, 2000, as Wahoo Institutional Trading LLC. During 2002, the Company changed its
name to Viewpoint Securities LLC. All business operations are conducted from the Company’s
office in Bend, Oregon. The Company, as a registered broker-dealer with the Securities and
Exchange Commission and as a member of the National Association of Securities Dealers, Inc.,
provides securities investment and brokerage services to its clients. For the year ended
December 31, 2002, substantially all commissioned brokerage transactions were conducted on
behalf of a related party (see Note 3) and settled through Montgomery Correspondent Services, a
division of Bank of America Securities LLC, pursuant to a Fully Disclosed Clearing Agreement.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents — The Company considers all highly liquid investments purchased
with a maturity of 90 days or less to be cash equivalents.

Commissions and commissions receivable — Commissions and related clearing expenses are
recorded on a trade-date basis as securities transactions occur. Commissions receivable and notes
receivable are charged off against the allowance for doubtful accounts when they are determined
to be uncollectible. The allowance for doubtful accounts is estimated based on the Company’s
historical losses, review of specific problem accounts, the existing economic conditions in the
industry, and the financial stability of its customers.

Equipment — Equipment is stated at cost. Maintenance, repairs, and minor replacements are
expensed. Depreciation of equipment is computed using straight-line methods over the estimated
useful lives, which range from three to seven years. Depreciation expense was $2,995 for the
year ended December 31, 2002. When assets are retired or otherwise disposed of, the cost and
related accumulated depreciation is removed from the accounts and any resulting gain or loss
recognized.

Guaranteed payments to members — Guaranteed payments to members that are intended as
compensation for services rendered are accounted for as expenses of the limited liability
company (LLC) rather than as allocations of LLC net income.

Income taxes — No provision for federal and state income taxes is provided for in the financial
statements as the Company’s income is reported in the tax returns of the members and any
income tax liabilities or benefits attributable thereto is received by the individual members.




VIEWPOINT SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - EQUIPMENT

Equipment consists of the following:

Computer equipment $ 17,572
Software 224
Office equipment 1,429
Total equipment 19,225
Less accumulated depreciation (4,435)
Equipment, net of accumulated depreciation ] $ 14,790

NOTE 5 - COMMITMENTS

In September 2002, the Company entered into an operating lease for a vehicle. The terms of the
lease require minimum monthly payments of $599 through February 2002, at which time the
Company may purchase the vehicle at its then current fair value. Rental expense for this lease
was $2,395 during 2002.

In December 2002, the Company negotiated a long-term lease for office space used as its
headquarters. Under the terms of the operating lease, the Company will pay $2,623 per month
through December 2005. Rent expense for 2002 on the preexisting lease was $55,698.

Future minimum lease payments required under both leases are as follows:

Years ending December 31, 2003 $ 38,657
2004 38,657
2005 38,657
2006 1,198
$117,169
8
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MOSSADAMS LLP @

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SECURITIES AND EXCHANGE COMMISSION RULE 17a-5 FOR
BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Members and Management Committee
Viewpoint Securities LLC

In planning and performing our audit of the financial statements and supplemental schedule of
Viewpoint Securities LLC (the Company) for the year ended December 31, 2002, we considered
its internal control, including control activities for safeguarding securities, in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial statements and
not to provide assurance on internal control.

Also, as 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 15¢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 for 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 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 of disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial

11
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MOSS ADAMS LLP

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SECURITIES AND EXCHANGE COMMISSION RULE 17a-5 FOR A
BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3 -
(continued)

statements in accordance 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 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.

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, including control activities for safeguarding securities 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 members, management, the SEC,
the National Association of Securities Dealers, Inc., and other regulatory agencies that rely on
Rule 17a-5(g) under the Securities 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.

Hors Cidssr 108

Portland, Oregon
January 15, 2003
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