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OATH OR AFFIRMATION

1, T‘/\@ MAS 53?6 "\ , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Cubus Capital Mavkers Lot , as

of

! DeCcem V‘)@V A ,20_(02— | 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:
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This report ** contains (check all applicable boxes):
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Notary Public

Facing Page.

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Changes in Financial Condition.
Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

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

Information Relating to the Possession or Control Requirements Under Rule 15¢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.

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

An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

6

A report describing 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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Independent Auditor's Report

To the Members
Cybus Capital Markets, LLC

We have audited the accompanying statement of financial condition of Cybus Capital Markets, LLC,
as of December 31, 2002, and the related statements of income, 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 U.S. generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are frec of material misstatement. An audit includes examining, on a (est 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 and net capital of Cybus Capital Markets, LLC as of December 31, 2002, and the

results of its operations and its cash flows for the year then ended, in conformity with U.S. generally
accepted accounting principles.

Walker fguutm* Hunsahur GC

January 16, 2003



Cybus Capital Markets, LLC
Statement of Financial Condition

December 31, 2002
Assets
Current assets
Cash § 399,653
Accounts receivable 30,111
Prepaid expenses 7.659
Total current assets 437,423
Furniture and equipment 6,467
Investment in Cybus Capital Management, Inc. 14.297
$__458.187
Liabilities and Members' Equity

Current liabilities
Accounts payable and accrued expenses $ 3,355
Members' equity 454.832
$_ 458.187

See Notes to Financial Statements.



Cybus Capital Markets, LLC
Statement of Income
For the year ended December 31, 2002

Revenues
Investment banking fees § 859.363
Management fee 971,438
Interest income 3.067
Total revenues 1.833.868
Expenses
Contract services 173,080
Depreciation 6,592
Employee compensation 1,100,574
Occupancy 132,959
Travel 86,301
Management fee to Cybus Capital Management, Inc. 300
All other 163.891
Total expenses 1.663.697
Income before equity in (loss) of Cybus Capital Management, Inc. 170,171
Equity in (loss) of Cybus Capital Management, Inc. (6.016)
Net income - $__164.155

See Notes to Financial Statements.



Cybus Capital Markets, LLC
Statement of Members' Equity
For the year ended December 31, 2002

Balance, December 31, 2001 $ 498,502

Net income 164,155

Distribution to members (207.825)
Balance. December 31, 2002 $_ 454832

See Notes to Financial Statements.



Cybus Capital Markets, LLC
Statement of Cash Flows
For the year ended December 31, 2002

Cash flows from operating activities:

Net income § 164,155
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 6,592
Equity in loss of Cybus Capital Management, Inc. 6,016
Decrease in accounts receivable 25,162
Decrease in prepaid expenses 9,718
Increase in accounts payable and accrued expenses 959
Net cash provided by operating activities 212.602
Cash flows from financing activities:
Members' draw (207.825)
Net cash (used) by financing activities (207.825)
Net increase in cash 4,777
Cash balance, December 31, 2001 394.876
Cash balance, December 31, 2002 $  399.653

See Notes to Financial Statements.



Cybus Capital Markets, LLC
Computation of Net Capital

December 31, 2002
Members' equity at December 31, 2002 $ 454,832
Adjustments for assets not readily converted to cash:
Accounts receivable (30,111)
Prepaid expenses (7,659)
Furniture and equipment (6.,467)
Investment in Cybus Capital Management, Inc. (14.297)
Net capital at December 31, 2002 $  396.298

No material differences exist between net capital as shown above and net capital as shown on the
Company's unaudited Part I1A filing.

See Notes to Financial Statements.



Cybus Capital Markets, LLC
Notes to Financial Statements
December 31, 2002

Note 1.

Summary of Significant Accounting Policics

Organization

The Company is an lowa Limited Liability Corporation. The Company has a 100% owned
subsidiary, Cybus Capital Management, Inc. These statements are intended for the use of
the National Association of Securities Dealers and include only the accounts of the parent
company.

Nature of Business

The Company is a broker/dealer licensed by the National Association of Security Dealers
and an SIPC member. The Company provides specialty corporate finance service to middle
market companies. The Company is headquartered in Des Moines, lowa, with regional
offices in Sacramento, California, and Denver, Colorado.

Depreciation
Depreciation is computed using the straight-line method over an estimated useful life of five

years. Depreciation expense for 2002 was $6,592.

Income Taxes
The Company is considered a partnership for purposes of federal and state tax reporting. It

IS not a taxpaying entity, and thus no income tax c¢xpensc has been recorded in the
statements. Income from the Company is taxed to the members on their individual returns.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities, and the reported revenues and cxpenses.
Actual results could differ from those estimates.

Cash -

For purposes of the statement of cash flows, the Company considers all short-term debt
securities purchased with a maturity of three months or less to be cash equivalents.

Accounts Receivable
Accounts receivable are from various clients for services and expense reimbursements. All
amounts are considered fully collectible; accordingly, no allowance for doubtful accounts

has been made.

Investment in Cvbus Capital Management. Inc.
The Company reports its investment in Cybus Capital Management, Inc. using the equity
method of accounting.




Cybus Capital Markets, LLC
Notes to Financial Statements
December 31, 2002

Note 1. Summary of Significant Accounting Policies (continued)

Exemption from Customer Protection Rule
Cybus Capital Markets, LLC operates under an exemption from customer protection rule
15(c)3-3 using K2(1) as the exemption.

Note 2. Investment in Cybus Capital Management, Inc.

Summary financial information of Cybus Capital Management, Inc. as of
December 31, 2002 is as follows:

Assets
Cash $ 5,491
Income tax refunds receivable 666
[Furniture and equipment 8.946
S__15103
Liabilitics and Stockholder's Equity

Accounts payable A 0
Deferred income taxes 800
Retained earnings 14.297
’ $ 15.103

Note 3. Leases

The Company leases its office facilities. The lease terms are summarized as:

Sacramento, California  $2,619 per month Lease expires February, 2006
Des Moines, Iowa $6,727 per month Lease expires August, 2007
Denver, Colorado $1,148 per month Lease expires March, 2003
Portland, Oregon $1,481 per month Lease expires February, 2003

Rent expense for 2002 was $128,261.
Minimum annual lease payments are:

2003 - §$119,228

2004 - 114,060
2005 - 117,034
2006 - 88,968
2007 - 48,608



Cybus Capital Markets, LLC
Notes to Financial Statements
December 31, 2002

Note 4. Concentration of Credit Risk

The Company maintains its cash balances in one financial institution located in West Des
Moines, lowa. The balances are insured by the Federal Deposit Insurance Corporation up to
$100,000. At December 31, 2002, the Company's uninsured cash balances total $292.907.

Note 5. Related Party Transaction

Cybus Capital Advisors, LLC is owned by the members of the Company. During the year,
Advisors paid the company $971,438 for management services. Advisors receives all of its
income from a single management contract.

Note 6. Retirement Plan

The company maintains a 401(k) plan covering all full-time émployees with more than one
year of service. The company made matching contributions of $19,823.



James Walker, CPA 214 Norih Fourth Street
PO Box 547
J .
ames Egerton. CPA Burlington 14 52601
Kimberly Hunsaker, CPA

Melodaa ‘Walker, CPA 319 752 6348
800 757 6348

Stephani h
ephanie Hoschek, CPA WALKER EGERTON & HUNSAKER PC 319 752 8644 fax
William Hosse, LPA CERTIFIED PUBLIC ACCOUNTANTS infowalkeregerton.com

To the Members
Cybus Capital Markets, LLC

In planning and performing our audit of the financial statements of Cybus Capital Markets, LLC for
the year ended December 31, 2002, we considered its internal control structure 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. However, we noted certain matters that we
consider to be reportable conditions under standards established by the American Institute of Certified
Public Accountants. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control structure that, in our
judgment, could adversely affect the organization's ability to record, process, summarize. and report
financial data consistent with the assertions of management in the financial statements.

Cybus Capital Markets, LLC is not large enough to permit an adequate segregation of duties for an
effective system of internal accounting control. The concentration of closely related duties and
responsibilities. including the recording and processing of cash receipts, preparing checks, preparing
journals and general financial information for ledger posting and analyzing financial information by a
small staff makes it impossible to establish an adequate system of automatic internal checks on the
accuracy and reliability of the accounting records. While we do recognize that the Company is not
large enough to permit a segregation of duties for an effective system of internal accounting control in
all respects, we believe that it is important that management be aware that the condition does exist.

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control structure elements does not reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material 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.

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be reportable conditions and, accordingly, would not necessarily
disclose all reportable conditions that are also considered to be material weaknesses as defined above.
However, we believe that the lack of adequate separation of duties is not a material weakness.

This report is intended solely for the information and use of the board of directors, management, and
the National Association of Security Dealers.

Witk E?MW" Hunoakur FC
January 16, 2003
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