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OATH OR AFFIRMATION

i, DAVID D. LEWIS ., swear (or affirm) that, to the best of
‘my knowledge and belief the accompanying financial statement and supporting schedules pcrtainin'g to the firm of

LEWIS INVESTMENTS, LLC , as

of _DECEMBER 31 20 02, are true and correct. 1 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:

/ Signature
Q: ?EII @&

Title

Londiihse

Notary Publif

’,"’Op Wks““ 3

This report ** contains (check all applicable’ TJOX!)‘S\)\\\\\\\\\

X (a) Facing Page.

Xl (b) Statement of Financial Condition.

Xl (c) Statement of Income (Loss).

X (d) Statement of Changes in Financial Condition.

X (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capxtal

X () Statement of Changes in Liabilities Subordinated to Claims of Creditors.

K (g) Computation of Net Capital.

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

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

3 () 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

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

@ (1) An Oath or Affirmation.
3 (m) A copy of the SIPC Supplemental Report.

B (m) 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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MOSS-ADAMS LLP

CERTIFIED PUBLIC ACCOUNTANTS

A member of
Moores

Rowland

An association

INDEPENDENT AUDITOR’S REPORT

To the Members
Lewis Investments, LLC

We have audited the accompanying statement of financial condition of Lewis Investments,
LLC (the Company) as of December 31, 2002, and the related statements of income,
members’ deficit, changes in liabilities subordinated to claims of general creditors, 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 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 Lewis Investments, LLC 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 supplemental information contained in Schedules I, II, and III is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is 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.

MMess ADAMS wp

Seattle, Washington
January 22, 2003

of independent 1

accounting firms throughout the world.




LEWIS INVESTMENTS, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2002
ASSETS
Cash and cash equivalents $ 47,206
Receivable from clearing organization 95,225
Securities owned, not readily marketable, at estimated fair value 16,800
Furniture and equiﬁment, net of accumulated depreciation of $6,890 1,900
Other aésets . 16,653
$§ 177,784
LIABILITIES AND MEMBERS’ DEFICIT
LIABILITIES

Accounts payable and accrued liabilities $ 17,262
Commissions payable to member 70,265
87,527

LIABILITY SUBORDINATED TO CLAIMS OF GENERAL CREDITORS 200,000
MEMBERS’ DEFICIT (109,743)
$ 177,784

See accompanying notes. 2




LEWIS INVESTMENTS, LLC
STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2002

REVENUES
Commissions
Principal transactions
Interest and dividends

EXPENSES
Employee compensation and benefits
Clearance fees
Interest
Occupancy
Business taxes and licenses

Communication
Other

NET INCOME

See accompanying notes.

$ 657,749
4,250

773
662,772

166,222
137,672
22,000
20,260
11,228
8,177
49,693
415,252

$ 247,520




LEWIS INVESTMENTS, LLC
STATEMENT OF MEMBERS’ DEFICIT
YEAR ENDED DECEMBER 31, 2002

BALANCE, December 31, 2001
Member withdrawals

Net income

BALANCE, December 31, 2002

See accompanying notes.

Members’
Deficit

S (85,467)
(271,796)
247,520

$ (109,743)




LEWIS INVESTMENTS, LLC

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO
CLAIMS OF GENERAL CREDITORS

YEAR ENDED DECEMBER 31, 2002

Subordinated liabilities at December 31, 2002 and 2001 $ 200,000

See accompanying notes. 5




LEWIS INVESTMENTS, LL.C
. STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2002

CASHFLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash and
cash equivalents from operating activities
Depreciation
Changes in assets and liabilities
Receivable from clearing organization
Other assets
Accounts payable and accrued liabilities

CASH FLOWS FROM FINANCING ACTIVITIES
Member withdrawals

NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS BALANCE
Beginning of year

End of year

$ 247,520

2,385
(43,532)
6,653
32,828
246,354
(271,796)

(25,442)

72,648

§ 47,206

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash paid for interest

See accompanying notes.

$ 22,000




LEWIS INVESTMENTS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002

Note 1 - Operations and Summary of Significant Accounting Policies

Description of Business - Lewis Investments, LLC (the Company) operates as a securities
broker-dealer for the accounts of customers. The Company is registered with the Securities
and Exchange Commission (SEC) and is a member of the National Association of Securities
Dealers, Inc. (NASD). The Company’s activities include principal and agency transactions in
equity securities.

Securities Transactions - Securities transactions and the related commission revenue and
commission expense are recorded on a settlement date basis, generally three business days
after trade date for municipal and equity securitics and one business day after trade date for
U.S. government securities. As of December 31, 2002, and for the year then ended, the
Company’s financial condition and results of operations using the settlement date basis are not
materially different from recording transactions on a trade date basis.

Cash and Cash Equivalents - For purposes of the statement of cash flows, cash and cash
equivalents are defined as short-term, highly liquid investments that are readily converted to
cash.

Securities Owned - Securities not readily marketable are valued at fair value as determined by
management. Subsequent market fluctuations may require selling securities owned at prices
that differ from the market values reflected on the statement of financial condition. Securities

owned consist of NASD warrants, the fair market value of which approximates cost at
December 31, 2002.

Furniture and Equipment - Furniture and equipment are stated at cost and depreciated over
their estimated useful lives of three to five years using the straight-line method.

Federal Income Tax - The Company’s members have elected LLC status, and its income or
loss is included in the members’ personal income tax returns. Accordingly, no liability for
income taxes is included in these financial statements.

Use of Estimates - The preparation of the financial statements in conformity 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
accompanying notes. Actual results could differ from those estimates.




LEWIS INVESTMENTS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002

Note 2 - Transactions with Clearing Organization

The Company has an agreement with Correspondent Services Corporation, (CSC) whereby
CSC clears all security transactions, carries all customer accounts, finances and holds the
Company’s trading inventory, and performs certain other services. The agreement is
cancelable upon 60 days prior written notice of either party.

Note 3 - Subordinated Liability

The Company has a subordinated debt agreement with one of its members for $200,000.
Interest is paid semi-annually at 11% and the principal balance due on July 31, 2004. The
subordinated borrowing is covered by an agreement approved by the NASD and is thus
available in computing net capital under the SEC’s Net Capital Rule. To the extent that such
borrowing is required for the Company’s continued compliance with minimum net capital
requirements, it may not be repaid.

Note 4 - Net Capital Requirements

The Company is subject to the SEC 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, both as defined, shall not exceed 15 to 1. At December 31, 2002, the Company
had net capital of $47,054, which was $41,219 in excess of its required net capital. The
Company’s net capital ratio at December 31, 2002, was 1.86 to 1.

Note 5 - Commitments and Related Party Transaction

The Company’s offices are rented under a non-cancelable lease agreement expiring
December 31, 2003. The future minimum rental payment is:

Fiscal Year Ending _
2003 $ 32,219

The Company subleases a portion of their office space to a related party. This agreement is
cancelable at anytime. Rent expense was approximately $20,260 for the year ended
December 31, 2002, net of sublease payments of approximately $10,370.




LEWIS INVESTMENTS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002

Note 6 - Concentrations of Credit Risk

In the normal course of business, the Company engages in activities involving the execution
and settlement of various securities transactions for the benefit of customers. These services
are provided on a fully disclosed basis to a large and diversified group of clients. These
activities may expose the Company to credit risk, including off-balance sheet and market risks,
in the event a client or counterparty is unable to fulfill its contractual obligation. Volatile or
illiquid trading markets may increase such risks.

Note 7 - Report on Internal Control

In accordance with certain rules of the Securities and Exchange Commission, a report on the
Company’s internal accounting control was furnished to the Commission. A copy of the report
is available for examination at the Company’s office or at the regional office of the Securities
and Exchange Commission.
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SCHEDULE I

LEWIS INVESTMENTS, LLC

COMPUTATION OF NET CAPITAL UNDER SEC RULE 15¢3-1
DECEMBER 31, 2002

COMPUTATION OF NET CAPITAL

Total members’ deficit $ (109,743)
Liabilities subordinated to claims of general creditors 200,000
Total capital and allowable subordinated liabilities 90,257

Less nonallowable assets and other deductions

Other receivables 7,850
Securities owned, not readily marketable 16,800
Furniture and equipment 1,900

Other assets’

16,653

43,203

Net capital 47,054

Less net capital required - the greater of 6 2/3% of total
indebtedness or $5,000

5,835

Net capital in excess of requirement b 41,219

COMPUTATION OF AGGREGATE INDEBTEDNESS

Accounts payable and accrued liabilities ‘ - ’ $ 87,527

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Net capital required, based on 6 2/3% of total indebtedness $ 5,835
Percentage of aggregate indebtedness to net capital 186%
Ratio of aggregate indebtedness to net capital 1.86 to 1

The computation of net capital pursuant to SEC Rule 15¢3-1 as of December 31, 2002, computed by
Lewis Investments, LLC in its Form X-17A-5, Part IIA, as filed with the NASD, does not differ
materially from the above computation, which is based on audited financial statements.

10




SCHEDULE II
LEWIS INVESTMENTS, LLC

COMPUTATION OF RESERVE REQUIREMENTS UNDER RULE 15¢3-3
DECEMBER 31, 2002

The Company is exempt from Rule 15¢3-3 under Section (k)(2)(i1), in that it does not trade or carry
customer accounts and does not hold customer funds. '

11




SCHEDULE III

LEWIS INVESTMENTS, LLC

INFORMATION RELATING TO THE POSSESSION OR
CONTROL REQUIREMENTS UNDER RULE 15¢3-3
DECEMBER 31, 2002

The Company is exempt from Rule 15¢3-3 under Section (k)(2)(ii), in that it does not trade or carry
customer accounts and does not hold customer funds.

12




MOSS ADAMS LLP @

CERTIFIED PUBLIC ACCOUNTANTS

A member of

INDEPENDENT AUDITOR’S REPORT ON
INTERNAL CONTROL STRUCTURE REQUIRED BY SEC RULE 17a-5

To the Members
Lewis Investments, LLC

In planning and performing our audit of the financial statements of Lewis Investments,
LLC for the year ended December 31, 2002, we considered its internal control structure,
including procedures 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 the internal control structure.

We also made a study of the practices and procedures followed by the Company in making
the periodic computations of aggregate indebtedness and net capital under
Rule 17a-3(a)(11) and the procedures for determining compliance with the exemptive
provisions of rule 15¢3-3. We did not review the practices and procedures followed by the
Company in making the quarterly securities examinations, counts, verifications and
comparisons, and the recordation of differences required by Rule 17a-13 or in complying
with the requirements for prompt payment for securities under Section 220.8 of
Regulation T of the Board of Governors of the Federal Reserve System, because the
Company does not carry security accounts for customers or perform custodial functions
relating to customer securities.

The management of the Company is responsible for establishing and maintaining an
internal 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 internal control structure
policies and procedures 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 Commission’s above-mentioned objectives. Two of the 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 disposition and that
transactions are executed in accordance with management’s authorization and recorded
properly to permit preparation of financial statements in conformity 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.

Moores Rowland International
an association of independent 1 3
accounting firms throughout

the world



MOSS-ADAMS LLP @

Because of inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or irregularities 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 the internal control structure would not necessarily disclose 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 relatively low level the risk that errors or
irregularities 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
the internal control structure, including procedures for safeguarding securities, which 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 Commission 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
our study, we believe that the Company’s practices and procedures were adequate at
December 31, 2002, to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, and other regulatory agencies which rely on Rule 17a-5(g) under the

Securities Exchange Act of 1934 and is not intended to be and should not be used by
anyone other than these specified parties.

M<ss AD ARMS LR

Seattle, Washington
January 22, 2003
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