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o I_Il_f_lfpﬂldentf Auditdr's Report ‘

Board of 'Directors
cfd Investments, Inc.
Kokomo, Indiana

I have audited the accompanying balance sheets of cfd Investments, Inc. as of December
31,2003 and 2002, and the related statements of operations, retained earnings and cash
" flows for the years then ended. These financial statements are the responsibility of the
- Company's management. My responsibility is to express an opinion on these financial
statements based on my audits.’ o L e

I conducted my audits in accordance with generally accepted auditing standards. Those -
standards require. that I plan and perform the audits 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. 1 believe that my audits provide a reasonable basis formy =
opinion. ‘ I T : ; S

a in my opini‘or/l,‘the financial statements feferfed to above present fairly, in all material
“respects, the financial position of cfd Investments, Inc. at December 31, 2003 and 2002,

and the results of its operations and its cash flows for the years then ended, in conformity
with generally accepted accounting principles. - BRI :

~ My audits were made for the purpose of forming an opinion on the basic financial
" statements taken as a whole, Theinformation on pages. 11-15 is presented for the
~purpose of additional analysis and isnot a required part of the basic financial statements,
but is supplementary information required by rile 15¢3-3 of the Securities and Exchange
Commission. ‘Such information. has been subjected to-auditing procedures applied in the
~“-audit of the basic financial statements and, in my opinion is fairly stated in all material
' fespects in relation to the basic financial statements taken as a whole.. B

~ Randy/Grimes, 4 oR

Certified Public Accountant
* February 20,2004

" Member c;fihe At‘neric“an‘lnstitu‘rg of CPAsand the Indiditg CPA Society -




cfd Investments, Inc

“Balance Sheets
: v_.l)ecen_iber 31,

. Current Assets:

- Cash and cash equlvalents (N ote 2)

Investments (Note 1)
Comm1s51ons and fees recewable

Prepa1d expenses and dep051ts o

Total Current Assets '

' Property and Equi_pm'ent (Note 4):

~Computers and software -
Furniture and equ1pment

* Total property and equ1pment
Less: accumulated depre01at10n

Net property and equlpmen_t =

- Other Assets

Deferred tax-asset (N ote 3)
Total Other Assets -

" Total Assets

- ASSETS

2003

§ 59,025
75062

82,006 -
C 2207

218300 -

120565
23542

144,107
. <97,156>

s 66,199

2002

- 52,867
53,466
7,025

179,557

104,410
20,180

124,590 -
<80,446>

39227
39,227

$ 262,928

R . .
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| . LIABILITIES AND SHAREHOLDERS' EQUITY

2003

© Current Liabilities:

Accounts payable ST $ 1»7;,172.
Commissions payable - o 3,926
‘Short-ferm notes payable 710,000
~ Current portion of long-term debt . . o ;__;'1_459

.'_IetalCurrertt Liablilties S L 32,551;

Long-Term Liabilities:

- ‘Notes payable S . o 2,019

Less: current portion (above) s 145920

Total Long—Term L1ab111t1es o : : ,560.

TotalLlablhtles | e S 33117

Shareholders Equlty : :
Common stock no par value, 500 shares authorlzed

/379 shares issued and outstandmg R ' 376 625
~ Additional paid-in capital - S 15,500
Retained earnings <deficit> " SR

" Total Shareholders' Equity | 265472

| <126 653>

" Total Liabilities &':S/hareholde.rs' Equity ‘, $ 298589

The aecompanymg Tnotes are an mtegral part of these ﬁnancnal statements

-3_ ,

$ 262,928

2002

§ 363

129
10,000 -
1,263

15 015

- .<1,263>.

17,147

376,625
15,500

‘ I' <146344>_~ -

245,781




~cfd Investments, Inc

Statement of Changes in Stockholders' Equlty .

Balance, ‘J‘anuar‘y 1, 2002

Capltal 1ncrease

- Roundmg

Net income'-<1oss> for the year
- Balance Deeem’ber‘_Sblb, 2002
* Capital increase .

. Reund_ing

Net inicome <loss> for the year

Balance, December 3_1,'2003' :

For the Years Ended R
December 31 2003 and 2002 o

" Additional

»Common | Preferred- . - Paid-in

Stock. .~ . Stock Capital -

5 376625 - 0§ 15500

- -0-

-0

’ : Total
Retained. Stock-
Earnings holders '

., (Deficit) Equity -

<164865> $ 227,260 -

-0-.

18,520 - 18,520

6625 0. 15500

<146,344> 245,781 .
. o

19,691 19,691

s 376625 § - - § 15500

$<126,653> $_ 265472

The accompanymg notes are an mtegral part of these ﬁnanc1al statements
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'ofd Investments, Ine.

Statements of Operations o

- For the Years Ended December 31,

“Revenues: PN
Comm1ssron revenues .

- Total revenues

Operatmg Expenses

“Adveitising and promotion

Clearing costs and fees

- Commiissions expense .

* Administrative fees :
~ Education, seminars and meetings .
Employee leasmg/salanes

Telephone expense. .
Fidelity and surety bonds

Registrations, licenses. and assessments‘

Professional sérvices

~ Dues and subscrrpuons :
* Bad debts expense R
" Travel and entertainment

Office and computer expense '

" Rent and utilities
- Repairs and maintenance
~ Interest expense

Depre01at1on and arnortlzatlon
Mlscellaneous expenses

' Total expenses -

- Operatlng proﬁt <loss> iy

. Other Income:. ‘

Interest and dividend i moome

a Unreahzed gam orloss - _
Semrnars fees and mlscellaneous ,

Total other 1ncome ,
Net 1ncorne <loss> before 1ncome taxes

Income taxes
State corporate income taxes,
‘Federal corporate 1ncome taxes '

Total 1ncome taxes

Net income <loss> after taxes

12003 2002 ‘
$3983 845 $3298 596 B
3, 983 845 3298, 596

79, 9856 - 65,2__69_ j o
159,474 153,205
2,990,741 12,588,188
6,583 3,952

21,421 12,124
380,289 . - 302,941

8,422 3,668
4,704 375
29683 T 47404

12,246 18,254
28,284 26,779

0 1,160

62,766 15,747

129,098 84,275

41,719 "30,393

4,798 5,967
C550 357
16,709 15,581
4049 0 2520
4081392 3378159
<97.547> <72_5ﬁ§§zs

1,174 1391
12,787 <12,814>

109,166 115,271
123,127 103,848

25580 24,285

2341 2,007

13,548 3,539

5889 5,546

$ 19,691 $, '18 739

The accompanymg notes are an 1ntegra1 part of these ﬁnan01al statements




g cfd-‘In‘vestments. Inc.

Statements of Cash Flows
Increase (Decrease) in Cash and Cash Equlvalents
For the Years Ended December 31,

3 S A -2003 2002
“Cash Flows from Operating Activities:
Cash received from customers . . 3,954,987 §$°3 299,333
Cash paid to suppliers and employees ' ‘ - <3,979,966>  <3,357,491>
~ Investment income received ) 1,174 0 1,391
Interest paid ’ <496> <322>

Miscellaneous receipts o 47428 . 87515
Net Cash Prov1ded <Used> by Operat1ons ) ': 23,127 30,426

) ‘:Ca'sh‘Fl(')WS from investin’g activ1t1es: |
Net Proceeds From <Used For>:
Acquisition of fixed assets-

| | | C<19517> - . <15,703>
Net acquisition of mvestments o o Do L

<9.408> " . <9,329>

Net cash prov1ded <used> n 1nvest1ng actlvmes . <28925> - <25,032>

| Cash Flows from financing activities:
‘Net Proceeds From <Used For>:
Issuance of long-term debt -

. 0 4,050
| Repaymentoflong termdebt Ll U _ <1,376> ‘

<655>

Net cash prov1ded <used> in ﬁnancmg act1v1t1es o <1,376> - 3,395

Net increase <de_creaseé in ca_sh and cash equivalents e . <7,174>. . . 8,789

Cash and 'cash equiValents, beginning of period' o ~ 66,199 57,410

Cash and cash equivalents, end of period 8 59025 5 661%9




" Cash FloWs-fr,om Operaﬁng Activities:

[

' Net incbme <_IOSS> ~

Adjustments to reconclle net 1ncome to net cash

_ prov1ded by operatmg aet1v1t1es

DepreC1at10n and amortlzatlon
Unrealized gain <loss>
Bad debts expense :

| 'Chan‘g_'es in Operating Assets and Liabilities:

~ ‘<Increase> decrease in comm1ss1ons recelvable'
- <Increase> decreasé in prepaid expenses
<Increase> decrease in deferred tax asset -
Increase <decrease> in-accounts payable -
- ‘Increase <decrease> in comm1sswns payable ‘.

| Tdtal Adjusﬁnents R

- Net Cash ,ProVided‘<Used5 by Operations -

| The aecompanymg notes are an 1ntegra1 part of these ﬁnancx

, _7_

$

$

2003

19,691 .$

16,709
<12,787>

<28,540>
4,818
5,889
13,549
3,798

2002

18,520

15,581
12,814
1,160

<191>
<2,919>
5,546
<18,075>
<2,010>

3,436

11,906

23,127  §

30,426

al statements.
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respectively, while tax depreciation was $22,715and $19,919.

~ <loss>on'the statement of operations. -

" equivalents. -

cfd Investments, Inc. -

S VN;ot»e's to Firiziriciai Statements
- December ‘3‘1, 2003 and’2(\)02

- Not‘e'l-“-".Sigl_iiﬁc‘ant Acco,unfihg_folicies:

cfd Investments, Inc., (the "Company") was. mcorpb;ated in 1986 un‘der thé laws of the state‘ )

of Indiana. However, no stock was issued, nor were any assets-acquired until September, "

© 1989. The Company is engaged in the security brokerage business. The Company was

approved by its national regulatory agency, the National Association of Securities Dealers

(NASD), effective January 16, 1990.

The books and records are maintained on the accrual basis of accounting, which is in

accordance with generally accepted accounting principles. Under this method, income is

* recognized when earned and expenses when incurred. Commission income and expense

" are considered earned on the trade date of the transaction, with the exception of mutual

. “funds made by customers directly, whereby income is recognized when commissions are
~received. Significant policies are described below: o T

_ Organization costs:

‘Organization costs of $ 4,500 Weré-incuff_éd in 1989 for the ‘sta’rt—up of the »busine‘ss'.,"’fhese
costs have been amortized over 60 months, becoming fully amortized in 1994. L

Depreciation: = - S ‘ ‘
For book purposes, assets are depreciated over the estimated useful lives, using the
straight-line method of depreciation. For tax purposes, assets are recovered under the
provisions of the Modified Accelerated Cost Recovery System (MACRS), as provided by-the

' Tax Reform Act of 1986. The difference in these methods is the principle difference between

book income as computed under generally accepted accounting principles, and taxable income.
For 2003 and 2002, book depreciation and amortization totaled $ 16,709 and § 15,581,

* Investments: -

In accordance with industry standards, investments, which rvep‘re'sentia‘ -mut'u\alvfund and

" securities, are reflected at market value. This value reflects an decrease over historical cost

of § 47,648, of which the current y\earportion of $ 12,787 is reﬂec_ted as an unrealized gain

Note 2- 7Sfétéménts, of Cash Flows:

‘The company considers all short-term, ‘_highlysvliquid investments, which are réadily CGﬁyertible

to known amounts of .caSh,, and whose original maturities ar'e;thr'e'efmonths or less, to be cash

_3; o




 ofd Investments, Inc.’

December 31, 2003iand‘2002' N
. (Continued) - - =~

.~ 'Note3- -Income Tax'efs':»-‘ :

- lives of fixed assets, by class, are as follows:
. Charig_esfby classification of fixed assets are summarized as follows:

" Furniture and equipment - 20180 . 3,362

" Changes by _claési‘ﬁcaﬁon in the relatedvap'cumulat‘ed depreciation are as follows:

" Computers and software -

Notes to Financial Statements

Due to net operating losses incurred in 1989-1991, 1994-1998 and 2000-2001, there are no

- income tax liabilities for 2002 or 2003 state or federal income taxes. For 2003 tax purposes,
the net operating -loss,'g:arryforwyards,‘total_ing $105,770, may be carried forward fifteen or -

or twenty years from the year incurred, or until used, dependant on its year of origin..

" For 2003, differences in book and tax depreciation result in a faVOrablé‘timing difference

. of $ 6,006, and a favorable timing difference of $ 4,338 for 2002. Under present rules, the -

the current and cumulative effect of timing differences between financial reporting income

“and taxable iricome are recognized in déferred'tax‘ liability and deferred tax asset accounts.’

~ Note 4- 4Lohg-Term Debt: L R AR ‘ ,
The company acquired and financed a network server with Dell Corporation. Terms call for 36

" monthly payments of $139.54, and interest computed at 8.99%. Amounts payable for 2004 to
- 2005 are $1,459 and $ 560, respectively. -~ R S oo

Note 5- -ﬁiXed Assets: -

~ Fixed assets-are recorded at historical cost. Depreciation-is recdrdéd using the straight-line

method based upon the estimated useful lives of the assets (Note 1). Estimated useful

Comp_uters and software . - 5 years
Furniture and equipment - 5-Tyears

I 2002 | . B 2003
e A‘sset‘c_lﬁssiﬁ'cafiqn: .- .. ~ Balance . " Additions -~ Disposals Balance
120,565
23,542
$ 144,107

&

Compute'fs and software $ 104,410 : $ , 16,155‘ $

Towls. . .S 124590 $ 19517 $_

OO O

‘ $ 6684778 13707 S
'AFurniture._’and equipment. . _ 13,599 3,004
Totals -~ . 8 80446 $ 16711 S

$ 80,553
16,603

197,156

O OO
3

9
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- ¢fd Investments, Inc.

Notes to Financial Statements
December 31,2003 and 2002 -
" (Continued) =~ -

~ Note 6- <Common Stﬁckﬁ

Effective January 1, 1995, all 108 oiltétanding shares of preferréd sfock were g:xchénged
for 27 shares of common stock in a nine-for-two exchange. The shares of preferred stock .

‘were surrendered by the shareholders December 31, 1994, with shares of common stock’.

being issued effective January 1, 1995. In addition, three shares of common stock were.

Note 7- -Net Capital Req.uir'_em.ents:

- issued in 1996, for total consideration of $9,375. In 1997, 83 shares were issued for
total consideration of $ 237,500. - T Co o

" The Compaty is subject to the Securities and Exchange Commision 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 -

" .15t0 1. The rule’of "applicable" exchange also provides that equity capital may not be: ..
. withdrawn or cash dividends paid if the resulting niet capital ratio would exceed 10to 1.

" “The Cornpany had net capital of $ 149,638 and § 127,762 at December 31, 2003 and

2002, respectively. These amounts were in excess of its required net capital of $ 50,000
and $ 50,000 by $ 99,638 and $ 77,762, respectively. The Company's net capital ratio

~_ For iiiifpés,e’s__of the yc'ompi;tatio_’n‘;of net capital, the
- assets:. S o

. was 22.13 percent and 13.43 percent for 2003 and 2002, respectively. There are no loans
which arle’subordinated at December 31, 2003 or 2002. S . "

fdll_dwvihg is th‘é_ sché‘dﬁie of _non-a1.10wable

2008 2002
Non-marketable securities  $ . - 18,900 ~$ 18,900

" Accounts receivable - 5,576° 4,098
Commissions receivable - 2,800 . 700
Prepaid expenses Ce 02,207 7,025
Deferred tax asset 033,338 39,227

Fixed assets (net) . 46951 44,144

 Totls 819712 S 114,094

The Co'nu'}pahy;s cdthput_d_tién of net capital under Rule 15¢3-1 is presehted on the following

page.

10-
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© Total assets |

| —_jTotal liabilitiesf '

Networth
Add:subordiﬁa‘ted loans - - - o

"'Adjusted net worth

Less non—allowable assets

- Cufrent cépital

-~ Less: haircuts = *

Net eapital'_ . \

‘ Required net.capital -
k " Exce‘ss.,’net capital
: ‘Aggregate indebtedness. -

Aggregate indebtedness to net eapital'

Computatlon of Net Capltal

cfd Investments. Inc

‘December 31

2003

$ 298,586

33,117

265,469

265,469

109,772

155,697

6,059

149,638

50,000

$ 99,638

T 33,117

22.13

2002
$ 262,928

17,147
245,781
0

245,781

114,094

131,687

3,925
127,762
50,000

$ - 77,762

The accompanymg notes are an 1ntegra1 part of these ﬁnanmal statements

' -11-
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Exemptron under Sectron (k)(2)(11) is clarmed

: Rule 15c3 3.

i cfd InVestments, Inc..

Computatlon for Determmatlon of Reserve Requlrements

And Informatlon for Possession or Control
" Requirements Pursuant to Rule 15¢3-3
o December 31 2003 and 2002

. All customer transactrons are cleared through another broker/dealer on a fully disclosed

basis. The Comparny holds no customer funds or securities. Any such funds or securities
are promptly transmitted to the clearing broker/dealer The Company is therefore exempt
from the possession or control requrrements under Secuntres and Exchange Commrssron

Reconciliation of Net Capital Computation
“and Rule 15¢3-3 Reserve Requlrement and
Unaudlted Part II or Part ITA -
: 2003
Net caprtal per unaudrted PartIA - . $157,96]
" Increase <decrease> in cash and equivalents - -0-
'Increasé <decrease> in commissions recervable —0- ‘
Non-allowable portion o S 0-. .. -0-
Increase <decrease> in prepaid expenses <6,105.> SR
Non-allowable portion. - 6,105 . -0-.
Increase <decrease> in fixed assets S 02750 0 -0
Non-allowable portion S 2750 -0-
<Increase> decrease in deprecratlon - 3372 .
Non-allowable portion : 1<3,372>  --0-
- Increase <decrease> in deferred tax assets .<5,889>
- Non-alowableportion = - : - 5889 . -0-
~ <Increase> decrease in accounts payable L - <7,884>
<Increase> decrease in commissions payable T S0
<Increase> decrease in notes payable S : - <438>

‘Net capltal per audlt N o - $1‘49,639

o _1‘,2_. ‘

2002

$129,591
1,654

<5, 314>
5314 . -0-
<5,546>:
5546 -0-
<3,623>
462
<322>

$ 127,762




Randy Grimes, CPA, LLC
’ Certified Public Accountant ' .
1821 Teasdale Lane =
Kokomo, Indiana  46902-4570
- (765y455-8517 -

Indépen_dént AAuditor's Report on Internal Accoimfing ‘C’ohtrol Required bvaEC Rule 17a-5

h Board: of Directors. |
cfd Investments, Inc.
Kokomo, Indiana

" In planning and performing my audits of the financial statements of cfd Investments, Inc.-for
~ the years ended December 31, 2003 and 2002, I considered its internal control structure, -

. including procedures for safeguarding securities, in order to determine my auditing
~procedures for the-purpose of expressing my opinion.on the financial statements and not -

" to provide assurance on the internal control structure.. PR T

* Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, I have .
made a study of the practices and procedures (including tests of compliance with such practices
and procedures) followed by cfd Investments, Inc. that I considered relevant to the objectives

. statedin 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 the reserve required by _
- Rule 15¢3-3(e). 1alsomade a study ot 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 exeniptive provisions " . -
. of Rule 15¢3-3. T 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 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. L ’ -

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 .

= A“obj'ectives. - Two of'the obj,ectives of an internal control structure and the practices and
" procedures are to provide management with reasonable, but not absolute, assurance that assets h

- for which-the Company-has responsibility are safeguarded againist loss from unauthorized use.or - - '

"+ disposition and that transactions, are executed in accordance with management's authorization -
. ) . B [ “-]:3-;?‘ » . ) . . ‘\, . ) BN j

~ Member ofthe American Institute of CPAs and the Indiana CPA Society R .

. . - E . . i . . .
¢ . .
ot . . o . . T - . : . . -
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“and that practices and procedures that do not accomplish such objectives in all material
- December 31, 2003 and 2002, to meet -tth‘()r_nmission's obje_ctiVesv. '

" the Securities and Exchange Commission, the New York Stock Exchange and other

- and should not be used for any other purpose. - .~

g '~~%: ;¢ .

Randy gﬁme ,CPA,;LLC =

" Certified Publi¢ Accountant.
February 20, 2004

Board of Directors
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and r‘egérded properly to permit fprepération‘ of ‘ﬁnanciél stateménts n conforniity wjfh 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 an interﬂal control structure or the ,praétices .and procedures
- referred to above, errors or irreégularities may occur and not be detected. Also, projection

of any evaluation of them to future periods is subject the the risk that they may become

. inadequate because of changes in conditions or that the effectiveness of their design and

operation may deteriorate.

_ My 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 fnaterial_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 e~
material in relation to the financial statements beirig audited may occur and not be detected . - ’
within a timely period by employées in the riormal course of performing their assigned- - - -

~ -functions. However, I noted no matters involving the internal control structure, including

procedures for safeguarding securities, thatiI:jconsidered to be material weaknesses as’ . -
defined above. - o \ T ] : . L

['understand that pfacﬁcés and/procedures’vtvhatVaccdmpli‘sh 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,

respects indicate a material inadequacy for such purposes. Based on this undeérstanding,
and on my study; I believe that the Company's practices and procedures were adequate at

This report is intended solely for the information and use of cfd Investments, Inc. management,

regulatory agencies which rely on Rule 17a-5(g) under the Securities EXchange Act of 1934

Raﬁdy Grimes, CPA, LLC - 1821 Teasdale,Lane, _Kokomo, indiana 46992-4570 . (765) '45.5-851'7 .
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