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OATH OR AFFIRMATION

I, _Robert Medhus » Swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
—Asgociated Financial Services, Inc. ) 88
of March 31, _,2003 , 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:

KATHLEEN C. LACQE
Notary Public, STATE F NORTH DAKOTA
My Commission Exp,ree FEB. 25, 2004

C

Notary Public

u ﬂ Signature
/M4,

Title

This report ** contains (check all applicable boxes):

(a) Pacing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capltal

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

(g) Computation of Net Capital. 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.

() 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 unaud:ted Statements of Financial Condition with respect to methods of
consolidation.

(D An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

O00OR B s800sDanBag

*3For conditions of confidential treatment of certain portions of this filing, see section 240,17a-5(e)(3).

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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Consultants ¢ Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

The Board of Directors

Associated Financial Services, Inc.

(A wholly-ewned subsidiary of RTM, Ltd.)
Fargo, North Dakota

We have audited the accompanying statements of financial condition of Associated Financial Services, Inc. (a
wholly-owned subsidiary of RTM, Ltd.) as of March 31, 2003 and 2002, and the related statements of
operations, stockholder's equity, and cash flows for the years then ended that you are filing pursuant to rule 17a-5
under the Securities Exchange Act of 1934. 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 audits.

We conducted our audits 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 audits provide 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 Associated Financial Services, Inc. (a wholly-owned subsidiary of RTM, Ltd.) as of March 31,
2003 and 2002, and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The information contained in Schedule 1 is presented for purposes of additional analysis and is not a required part of
the basic financial statements, but is supplementary information required by Rule 17a-5 under the Securities and
Exchange Act of 1934. 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.

Eale Bt F4r
Fargo, North Dakota
April 28, 2003

406 Main Avenue * Suite 3000 ¢ PO Box 2545 * Fargo, North Dakota 58108-2545 * 701.239.8500 * Fax 701.239.8600
Offices in Arizona, lowa, Minnesota, Montana, North Dakota and South Dakota — Equal Opportunity Employer 1




ASSOCIATED FINANCIAL SERVICES, INC.

(A WHOLLY-OWNED SUBSIDIARY OF RTM, LTD.)
STATEMENTS OF FINANCIAL CONDITION

MARCH 31, 2003 AND 2002
2003 2002
ASSETS
CURRENT ASSETS
Cash - general funds, including interest-
bearing deposits of $9,326 in 2003
and $7,067 in 2002 11,035 $ 9,507
Note receivable - Officer 29,522 32,590
Interest receivable - Officer - 1,660
40,557 $ 43,757
LIABILITIES AND STOCKHOLDER'S EQUITY
CURRENT LIABILITY
Accrued payroll taxes 313 $ 1,254
STOCKHOLDER'S EQUITY
Common stock, par value $10 per share
Authorized, 9,000 shares
Issued, 2,000 shares 20,000 20,000
Additional paid-in capital 3,000 3,000
Retained earnings 17,244 19,503
40,244 42,503
40,557 $ 43,757

See Notes to Financial Statements




ASSOCIATED FINANCIAL SERVICES, INC.

(A WHOLLY-OWNED SUBSIDIARY OF RTM, LTD.)
STATEMENTS OF OPERATIONS AND STOCKHOLDER’S EQUITY
YEARS ENDED MARCH 31, 2003 AND 2002

2003 2002
OPERATIONS
REVENUE
Commissions $ 83,527 $ 95,641
Interest 2,061 2,027
' 85,588 97,668
OPERATING EXPENSES
Other salaries 21,380 20,350
Commissions 20,710 21,566
Office rent and utilities 12,875 10,862
Employee benefits 5,394 5,825
Telephone and postage 4,230 4,162
Office supplies , 3,788 3,463
Travel 3,100 3,665
Professional services 2,260 2,195
Payroll taxes 1,732 1,846
Advertising : 1,296 785
Dues, fees and insurance 769 1,039
Meals and entertainment 756 436
Equipment rental 496 372
Donations 40 25
Officers' salaries - 6,000
Computer/ internet service - 521
Miscellaneous 3,021 2,981
’ 81,847 86,093
INCOME BEFORE INCOME TAXES 3,741 11,575
INCOME TAXES 800 2,300
NET INCOME $ 2,941 $ 9,275
STOCKHOLDER'S EQUITY
Additional
Common Paid-in Retained
Stock Capital Earnings Total
BALANCE, MARCH 31, 2001 $ 20,000 $ 3,000 $ 15,228 $ 38,228
Net income ) - - 9,275 9,275
Distributions - - (5,000) (5,000)
BALANCE, MARCH 31, 2002 20,000 3,000 19,503 42,503
Net income - - 2,941 2,941
Distributions - - (5,200) (5,200)
BALANCE, MARCH 31, 2003 $ 20,000 $ 3,000 3 17,244 3 40,244
See Notes to Financial Statements 3



ASSOCIATED FINANCIAL SERVICES, INC.
(A WHOLLY-OWNED SUBSIDIARY OF RTM, LTD.)

STATEMENTS OF CASH FLOWS
YEARS ENDED MARCH 31, 2003 AND 2002

OPERATING ACTIVITIES
Net income
Changes in assets and liabilities
Interest receivable
Accrued payroll taxes

NET CASH FROM OPERATING ACTIVITIES
INVESTING ACTIVITIES

Change in due to parent company

Net change in loans to officer

NET CASH FROM (USED FOR) INVESTING ACTIVITIES

FINANCING ACTIVITY
Distributions

NET CHANGE IN CASH
CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

See Notes to Financial Statements

2003 2002
2,941 9,275
1,660 (19)

(941) (73)
3,660 9,183
- (3,951)
3,068 (470)
3,068 (4,421)
(5,200) (5,000)
1,528 (238)
9,507 9,745
11,035 9,507




ASSOCIATED FINANCIAL SERVICES, INC.

(A WHOLLY-OWNED SUBSIDIARY OF RTM, LTD.)
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2003 AND 2002

NOTE 1- PRINCIPAL ACTIVITY AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Associated Financial Services, Inc. (a wholly-owned subsidiary of RTM, Ltd.) is a North Dakota corporation
operating as a broker/dealer in securities under the Securities Exchange Act of 1934. The Company operates one
site in Fargo, North Dakota with representatives in various locations in North Dakota. The Company's primary
source of revenue is providing brokerage services to its customers.

The Company operates under the provisions of Paragraph (k)(2)(I) of Rule 15¢3-3 of the Securities and Exchange
Commission and, accordingly, is exempt from the remaining provisions of that Rule. Essentially, the requirements
of Paragraph (k)(2)(I) provide that the Company carries no margin accounts, promptly transmits all customer
funds and delivers all securities received in connection with the activities as a broker/dealer, does not otherwise
hold funds or securities for, or owe money or securities to customers and effectuates all financial transactions
between itself and its customers through one or more bank accounts each to be designated as "Special Account for
the Exclusive Benefit of Customers."

Security Transactions

Commission revenue and expenses are reflected in these financial statements as of the trade date.

Income Taxes

The Company files its income tax returns on a consolidated basis with its parent company, RTM, Ltd. The
Company's provision for income taxes is determined using the separate return method. Income taxes are paid by
RTM, Ltd.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those estimates.

Cash Equivalents

The Company considers all certificates of deposit to be cash equivalents.

Advertising

Costs for advertising are expensed as incurred.

(continued on next page) S




NOTES TO FINANCIAL STATEMENTS

NOTE 2 - OPERATING LEASE

The Company leases its office space under a monthly operating lease. The Company is required to pay utilities.
Office lease payments, including utilities, for the years ended March 31, 2003 and 2002 were $12,875 and
$10,862, respectively.

NOTE 3 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission's 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. The rule also provides that equity capital may not be
withdrawn or dividends paid if the resulting net capital ratio would exceed 10 to 1. As of March 31, 2003 and
2002, the Company's net capital ratio, net capital, and net capital requirements were as follows:

2003 2002
Net capital ratio .03:1 15:1
Net capital $ 10,722 $ 8,253
Net capital requirement $ 5,000 $ 5,000

The Securities and Exchange Commission has adopted certain amendments to its Net Capital Rule requiring
increased minimum net capital for brokers and dealers in securities. The Company is still subject to a $5,000
minimum net capital requirement. The Company is also subject to the requirements that if aggregate indebtedness
multiplied by 6-2/3 percent is higher, the minimum net capital would be increased to the higher amount.

NOTE 4 - RESERVE REQUIREMENTS

The Company is exempt from Securities and Exchanges Commission Rule 15¢3-3 under section (k)(2)(A) and,
therefore, is not required to make the periodic computation for determination of reserve requirements and
information relating to the possession and control requirements under Rule 15¢3-3.

NOTE 5- RELATED PARTY TRANSACTIONS

As of March 31, 2003 and 2002, the Company's unsecured 5 percent note receivable balance from one of its
officers, due on demand, was $29,522 and $32,590, respectively. Interest income from this note receivable totaled
$1,860 and $1,660 in the years ended March 31, 2003 and 2002, respectively. Interest receivable at March 31,
2002 totaled $1,660.




ASSOCIATED FINANCIAL SERVICES, INC.

(A WHOLLY-OWNED SUBSIDIARY OF RTM, LTD.)
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION
MARCH 31, 2003

NET CAPITAL

Total stockholder's equity from the statement of financial condition
Deductions

Nonallowable assets:
Note receivable from officer

Net capital

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS
Minimum net capital required -
higher of 6-2/3% times aggregate indebtedness or $5,000

Excess net capital

Excess net capital at 1,000%
(Net capital less 10% of total aggregate indebtedness)

AGGREGATE INDEBTEDNESS
Total aggregate indebtedness included in the statement of financial condition

Ratio of aggregate indebtedness to net capital

RECONCILIATION WITH COMPANY'S COMPUTATION
Net capital per Part II of Form X-17A-5, as originally filed
Audit adjustment of payroll taxes payable

Total aggregate indebtedness per Part I of Form X-17A-5, as originally filed
Audit adjustment of payroll taxes payable

Schedule I

$ 40,244
(29,522)

$ 10,722
$ 5,000
$ 5,722
$ 10,691
$ 313
03:1

$ 9,567
1,155

$ 10,722
$ 1,468
(1,155)

$ 313
7
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL

The Board of Directors

Associated Financial Services, Inc.

(A Wholly-Owned Subsidiary of RTM, Ltd.)
Fargo, North Dakota

In planning and performing our audit of the financial statements and supplementary schedule of Associated
Financial Services, Inc. (A Wholly-owned Subsidiary of RTM, Ltd.) for the year ended March 31, 2003, 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 Associated Financial Services, Inc. (A Wholly-owned
Subsidiary of RTM, Ltd.) including tests of such practices and procedures that we considered relevant to the
objectives stated in Rule 17a-5(g), in making the periodic computation of aggregate indebtedness 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 security accounts for customers or perform custodial functions relating to
customer securities, we did not review the practices and procedures followed by the Company in making the
quarterly securities examinations, counts, verifications and comparisons; in recordation of differences required
by Rule 17a-13; and in 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 Associated Financial Services, Inc. (A Wholly-owned Subsidiary of RTM, Ltd.) is responsible
for establishing and maintaining intemal 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 or disposition 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 State of America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed
in the preceding paragraph.

406 Main Avenue * Suite 3000 * PO Box 2545 * Faygo, North Dakota 58108-2545 » 701.239.8500 * Fax 701.239.8600
Offices in Arizona, lowa, Minnesota, Montana, North Dakota and South Dakota — Equal Opportunity Employer




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 intemal 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 Associated Financial Services, Inc. (A Wholly-owned Subsidiary of RTM, Ltd.)'s
practices and procedures were adequate at March 31, 2003, to meet the SEC's objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, 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.

Fargo, North Dakota
April 28,2003




