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Independent Auditor’s Report
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Board of Directors

Cedar Creek Securities, Inc.
W62 N244 Washington Rd.
Cedarburg, Wisconsin 53012

Board of Directors:

We have audited the accompanying balance sheet of Cedar Creek Securities, Inc. as of March 31,
2003, and the related statements of operations, changes in stockholders’ 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.
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 Cedar Creek Securities, Inc. as of March 31, 2003 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 included in the accompanying computation of net capital and
aggregate indebtedness schedule is presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required by 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.

w.—.»&«-—-i, a4 %@9."»

Walkowicz, Boczkiewicz & Co., S.C.



Cedar Creek Securities, Inc.
Balance Sheet

March 31, 2003
Assets
Current assets:
Cash and cash equivalents $ 8,459
Commissions receivable 4,017
Prepaid expenses 2,319
Investments 8,959
Allowance for unrealized loss (2,209)
Employee receivable : 2,199
Shareholder receivables ' 12,850
Total Current Assets 36,594
Property and Equipment:
Office furniture, fixtures, and equipment 1,153
Less: accumulated depreciation (154)
Net Property and Equipment 999
Total Assets $ 37,593

The accompanying accountant's audit report and notes to the financial
statements are an integral part of these statements.
-3-



Cedar Creek Securities, Inc.
Balance Sheet
March 31, 2003

Liabilities and Stockholders' Equity

Current Liabilities:

Accounts payable $ 1,629
Accrued commissions payable 835
Total Current Liabilities : 2,464

Stockholders' Equity:

Common stock 60
Additional paid in capital 52,483
Retained earnings (deficit) ’ (17,414)
Total Stockholders' Equity 35,129
Total Liabilities and Stockholders' Equity $ 37,593

The accompanying accountant's audit report and notes to the financial
statements are an integral part of these statements.
-4 -



Cedar Creek Securities, Inc.
Statement of Operations
For the Year Ended March 31, 2003

Revenue:
Commissions A 28,636
Total Revenue 28,636
Expenses:
Bank charges 23
Commissions : 4,818
Depreciation 154
Donations 490
Insurance 8,482
Marketing 1,361
Miscellaneous 465
Occupancy 7,353
Office Supplies 1,968
Postage 633
Printing and reproduction 794
Professional services ‘ 2,520
Registration Fees 4,470
Telephone 3,135
Travel & Entertainment _ 172
Total Expenses 36,838
Net {oss from operations (8,202)

Other Income (Expense):

Unrealized loss on investments (2,209)
Realized loss on investments (1,321)
Other income 103
Interest expense (286)
Total Other Expense (3,713)
Net Loss $ (11,915)

The accompanying accountant's audit report and notes to financial
statements are an integral part of these statements.
-5-



Cedar Creek Securities, Inc.
Statement of Changes in Stockholders' Equity
For the Year Ended March 31, 2003

Additional Retained Total
Common Paid in Earnings Stockholders’
Stock Capital (Deficit) Equity
Balance, March 31, 2002 $ 60 $ 18,260 $ 5,499y § 12.821
Additional Contribution - 34,223 - 34,223
Net Loss - - (11,915) (11,915)
Balance, March 31, 2003 3 ' 60 $ 52,483 $ (17,414)  § 35,129

The accompanying accountant's report and notes to financial
statements are an integral part of these statements.
-6 -



Cedar Creek Securites, Inc,
Statement of Cash Flows
For the Year Ended March 31, 2003

Cash Flows From Operating Activities:
Net Loss

Adjustments to Reconcile Net Loss to Net Cash

Provided by (Used in) Operating Activities:
Depreciation
Realized loss on investments
Unrealized loss on securities
Increase in assets:
Commissions receivable
Prepaid expenses
Employee receivable
Shareholder receivable
Increase in liabilities:
Accounts payable
Accrued commissions payable

Net Cash Used in Operating Activities
Cash Flows from Investing Activities:
Purchases of property and equipment

Sales of investments

Net Cash Provided by investing Activities

Cash Flows from Financing Activities:
Additional paid in capital contributed

Net Cash Provided by Financing Activities

Net Decrease in Cash

2003
§ (11,913

154
1,321
2,209

4,017)
(2,319)
(2,199)
(12,850)

1,629
835

(27,152)
(1,153)
11,219

10,066

12,723
12,723

(4,363)

The accompanying accountant's report and notes to financial
statements are an integral part of these statements.
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Cedar Creek Securites, Inc.
Statement of Cash Flows
For the Year Ended March 31, 2003

Cash - Beginning of year

Cash - End of year

Supplementary Disclosures of Cash Flow Information:
Cash paid during the period for
Interest

Income taxes

Non-cash Investing and Financial Activities:

Exchange of additional paid in captial for
marketable securities

2003

12,822

$ 8,459

$286

$0

$21,500

The accompanying accountant's report and notes to financial
statements. are an integral part of these statements.
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Cedar Creek Securities, Inc.
Notes To Financial Statements
March 31,2003

" Note 1 - Summary of Significant Accounting Policies

This summary of significant accounting policies is presented to assist in understanding the
Company’s financial statements. The financial statements and notes are representations of the
Company’s management who is responsible for their integrity and objectivity. These accounting

policies conform to generally accepted accounting principles and have been consistently applied
in the preparation of the financial statements.

Business Activity

The Company was incorporated in the state of Wisconsin on March 22, 2001. The Company is

registered with the Securities and Exchange Commission and it is also a member of the National
Association of Securities Dealers, Inc. The Company’s principal business activity is the sale of
mutua! funds and annuities by subscription.

Cash Equivalents

Cash equivalents are defined as certificates of deposit and U.S. government, obligations which
mature in less than 90 days, and those securities registered under the Investment Company Act of
1940 which are comprised of cash and other short-term debt instruments and which are
commonly referred to as “money market funds”.

Property and Equipment

Property and equipment are recorded at cost, and depreciated using the straight-line method over
a five-year period.

Income Taxes

The Company has federal and state net operating loss carry forwards as of March 31, 2003, in the
amount of approximately $15,000.

Investments and Allowance for Unrealized Gains/(Losses)

Investments are recorded at fair value in accordance with FASB 115 requirements. FASB 115
requires a separate accounting of the difference between the cost and the current fair value. As
of March 31, 2003 the allowance for unrealized losses was $2,209. The average cost method is
used to calculate the realized gain when securities are sold.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Note 2 - Net Capital Requirements




Cedar Creek Securities, Inc.
Notes To Financial Statements

March 31, 2003

As a registered broker/dealer and member of the National Association of Securities Dealers, Inc.,
the Company is subject to the Uniform Net Capital Rule, which requires the maintenance of
minimum net capital and requires that the ratio of aggregated indebtedness to net capital, both as
defined, shall not exceed 15 to 1. At March 31, 2003, the Company’s net capital and required net

capital were $13,225 and $5,000, respectively. The ratio of aggregate indebtedness to net capital
was 19%.

Note 3 - Common Stock

As of 3/31/03, common stock consists of 9,000 authorized, 6,000 issued and outstanding $.01 par
value shares. '

Note 4 - Filing Requirements

There were no liabilities subordinated to claims of creditors during the year ended March 31,
2003. Accordingly, a statement of changes in liabilities subordinated to claims of creditors is not

included in the financial statements as required by rule 17a-5 of the Securities and Exchange
Commission.

-10 -



Cedar Creek Securities, Inc.
Computation of Net Capital and Aggregate Indebtedness
For the Year Ended March 31, 2003

2003
Net Capital Computation :
Stockholders' equity at year end $ 35,129
Deductions:
Nonallowable assets:
Prepaid expenses - (2,319)
Nonallowable receivables (17,573)
Net property and equipment ‘ (999)
Haircuts on security positions ' : (1,013)
Net Capital $ 13,225
Computation of Basic Net Capital Requirement
Minimum net capital required (6 2/3% of
aggregate indebtedness) $ 164
Minimum dollar net capital requirement $ 5,000
Net capital requirement $ 5,000
Computation of Aggregate Indebtedness
Total habilities § 2,464
Aggregate Indebtedness ‘ $ 2,464
Percentage of Aggregate Indebtedness to
Net Capital 19%

The accompanying accountant's report and notes to financial
statements are an integral part of these statements.
<11 -



Cedar Creek Securities, Inc.
Computation of Net Capital and Aggregate Indebtedness
For the Year Ended March 31, 2003

2003

Reconciliation with Company's Computation (included
in Part IIA of Form X-17A-5 as of March 31):
Net capital, as reported in Company's Part 11A
(unaudited) FOCUS report $ 13,225
Changes due to audit -

Net Capital Per Above $ 13,225

The accompanying accountant's report and notes to financial
statements are an integral part of these statements.
12 -
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To the Board of Directors,
Cedar Creek Securities, Inc.

In planning and performing our audit of the financial statements of Cedar Creek Securities, Inc.
for the year ended March 31, 2003, 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.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made
a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by Cedar Creek Securities, Inc. that we considered relevant to the
objectives stated in Rule 17a-5(g)(1), in making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(11). 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 Sec. 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 U.S. generally accepted
accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures
listed in the preceding paragraph.

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, our
study and evaluation disclosed that a lack of segregation of functions exists. Although this
condition may be considered to be a material weakness in internal control, it is a common
condition in entities of this size. This condition was considered in determining the nature, timing
and extent of the procedures to be performed in our audit of the financial statements of Cedar
Creek Securities, Inc. for the year ended March 31, 2003, and this report does not affect our
report thereon dated May 15, 2003. In addition, no facts came to our attention which would
indicate the company was not in compliance with its type k{2)(i) exemption from the
requirements of SEC Rule 15¢3-3. However, it should be noted that our examination was not
directed primarily toward obtaining knowledge of such noncompliance.

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 purpose
in accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices an 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 March 31, 2003, to meet the
Commissions' 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
which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934, and should not be used
for any other purposes.

A}

f

Waukesha, Wisconsin
May 15, 2003



