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A. REGISTRANT IDENTIFICATION
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- B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Rosenberg Rich Baker Berman & Company

(Name - if indtvidual, state last, first, middle name)

380 Foothill Road Bridgewater NI 08807
(Address) , (City) (State) (Zip Code)
"CHECK ONE:

B} Certified Public Accountant
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
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OATH OR AFFIRMATION

James Tsang : , swear (or affirm) that, to the best of

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

Cripple Creek Securities, LLC , as

of December 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:
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This report ** contams‘ (check all applicable boxes):

HORBORRREE

oos O

(a) Facing Page.
(b) Statement of Financial Condition.

"(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. - ' v

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

(g) Computation of Net Capital.

(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 unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport 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 AUDITORS’ REPORT
ON INTERNAL CONTROL STRUCTURE

The Board of Directors and Stockholders
of Cripple Creek Securities, LLC

In planning and performing our audit of the financial statements and additional information
of Cripple Creek Securities, LLC for the year ended December 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 the 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 the Company including
tests of such practices and procedures that we considered relevant to the objectives stated
in 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 for determining compliance
with the exemptive provisions of rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to  customer
securities, we did not review the practices and procedures followed by the Company in any
of the following:

1.  Making quarterly securities examinations, counts, verifications and comparisons

2. Recordation of differences required by rule 17a-13

3. 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 the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. ‘In fulfilling
this responsibility, estimates and judgements 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
preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed
in the preceding paragraph.
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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 the 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 internal
control component does not reduce to arelatively 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 objective 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 the Company’s practices and procedures were
adequate at December 31, 2003 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
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 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.

W"'ﬁ WWW"W

Bridgewater, New Jersey
January 20, 2004
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Independent Auditors' Report
To the Board of Directors and Members of

Cripple Creek Securities, L.L.C.

We have audited the accompanying statement of financial condition of -Cripple Creek
Securities, L.L.C. (the"Company") as of December 31, 2003 and the related statements of
operations, changes in members' equity and cash flows for the year 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 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 Cripple Creek Securities, L.L.C. as of December 31, 2003,
and the results of their operations and their cash flows for the year 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 the additional information is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is additional information required by rule 17a-5 under the Securities 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.

E.&Sfavé-eri Rick Baber Beormar & Coupary

Bridgewater, New Jersey
January 20, 2004

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS ¢ SEC PRACTICE SECTION  PRIVATE COMPANIES PRACTICE SECTION
INDEPENDENT ACCOUNTANTS INTERNATIONAL » NATIONAL CPA HEALTHCARE ADVISORS ASSOCIATES



Cripple Creek Securities, L.L.C.
Statement of Financial Condition

December 31, 2003

Assets
Current Assets
Cash
Due from clearing organization
Securities owned
Not readily marketable, at estimated fair value
Other asset
Total Current Assets
Liabilities and Members' Equity
Current Liabilities

Accrued expenses
Total Current Liabilities

Commitments and Contingencies
Members' Equity

Total Liabilities and Members' Equity

$ 1,313
154,875

15

156.203

L]

10.000

10.000

146,203

$,..156.203



Revenues
Principle transactions
Interest income

Total Revenues
Expenses
Professional fees
License fees, dues and assessments
Insurance

Total Expenses

Net Loss

Cripple Creek Securities, L.L.C.
Statement of Operations

Year Ended December 31, 2003

$ -
6.937

6.937

6,500
2,960

2,470

11.930

$ (4.993)



Balance - January 1, 2003
Members contributions
Members withdrawals
Net loss

Balance - December 31, 2003

Cripple Creek Securities, L.L.C.
Statement of Changes in Members' Equity

Year Ended December 31, 2003

Total
Members'

Equity
$ 1,806,796
77,400
(1,733,000)

__(4993)

$ . 146.203



Cripple Creek Securities, L.L.C.

Statement of Cash Flows

Year Ended December 31, 2003

Cash Flows From Operating Activities
Net Loss

Adjustments to Recdncile Net Loss to Net Cash Provided by
Operating Activities

Changes in Assets and Liabilities
(Increase) in other current assets
Decrease in due from clearing agent
(Decrease) in securities sold short, at value
Decrease in accrued expenses

Total Adjustments

Net Cash Provided by Operating Activities
Cash Flows From Financing Activities

Contributions by members

Withdrawals by members

Net Cash Used by Financing Activities
Net Decrease in Cash

Cash - January 1, 2003
Cash - December 31, 2003

$  (4,993)

(15)
1,685,617

(15,244)

(10.000)

1,660.358

1.653.365

77,400
(1,733.000)

(1.655.600)
(235)

1,548

$ 1313



Cripple Creek Securities, L.L.C.

Notes to the Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Organization
The Company was formed on December 28, 1995 under the laws of the State of Delaware for the purpose of
operating as a broker-dealer. The Company has received certification from the National Association of
Securities Dealers (NASD) to become a registered broker and dealer in securities under the Securities
Exchange Act of 1934, As such, Cripple Creek Securities, L.L.C. has been granted approval to conduct
proprietary trading for its own account and to perform private placements and shelf offering underwritings.

Basis of Income Realization and Securities Transactions
Marketable securities are valued at market value and securities not readily marketable are valued at fair value
as determined by management. Securities transactions of the Company are recorded on a trade date basis.

Realized and unrealized gains and losses are included in eamnings. -

Cash and Equivalents
Cash equivalents include time deposits, certificates of deposit and all highly liquid debt instruments with

original maturities of three months or less.

Income Taxes
The Company is formed as a limited liability company. As such, federal and state income is taxed to the

members personally. Accordingly, no provision for federal or state income taxes have been made in the
accompanying financial statements.

Use of 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 revenues and expenses during the reporting period. Actual results could differ from those estimates.

CONCENTRATION OF CREDIT RISK
The Company maintains cash balances in several financial institutions. Accounts at each institution are insured

by the Federal Deposit Insurance Corporation or the Securities Investor Protection Corporation up to $100,000.
At times during the year, cash balances may exceed insured limits.

OFF-BALANCE SHEET RISK
The Company enters into transactions that may have off-balance sheet risk. Off-balance sheet risk exists when the

maximum potential loss is greater than the value reflected in the Company's financial statements.

The Company is subject to certain risks arising from its transactions with counterparties if the counterparty fails to
perform its obligations under the contractual terms.

SECURITIES OWNED AND SOLD, NOT YET PURCHASED
Securities not readily marketable include investment securities (a) for which there is no market on a securities
exchange or no independent publicly quoted market, (b) that cannot be publicly offered or sold unless registration
has been effected under the Securities Act of 1933, or (c) that cannot be offered or sold because of other
arrangements, restrictions, or conditions applicable to the securities or to the Company.

At December 31, 2003, these securities at estimated fair values consist of the following:

Warrants S e



Cripple Creek Securities, L.L.C.
Notes to the Financial Statements

FINANCIAL INSTRUMENTS
The Company does not apply hedge accounting as defined in FASB Statement No. 133, Accounting for Derivative
Instruments and Hedging Activities, as amended by SFAS 137 and SFAS 138, as all financial instruments are
marked to market with changes in fair values reflected in earnings. Therefore, the disclosures required in
paragraphs 44 and 45 of the Statement are generally not applicable with respect to these financial instruments.

COMMITMENTS AND CONTINGENCIES

Effective October 1, 2001, the Company entered into a Structured Equity Line Flexible Finance Agreement with
Cygnus, Inc. The terms of the agreement include mandatory monthly purchases, at the sole discretion of Cygnus,
Inc., requiring the Company to purchase shares of common stock, for an aggregate purchase price to be specified
by Cygnus, not to exceed $1,000,000 per month. In addition, for any period in which Cygnus elects to obligate
the Company to make a mandatory purchase, Cygnus may require the Company to purchase additional shares of
common stock for an aggregate purchase price to be specified by Cygnus, not to exceed $9,000,000 per month.
The purchase price of the common stock shall be the average of the two lowest stock prices during the six trading
days prior to the mandatory purchase date, provided that any trading price below the floor price, set by Cygnus,
shall be deemed to be equal to the floor price for purposes of determining the purchase price. The maximum
aggregate obligation of the Company under this agreement is $29,000,000 and expires December 31, 2004,

Both Structured Equity Line Flexible Finance Agreements contain covenants that Cygnus Inc. must maintain. If
Cygnus violates the covenants the Company may terminate the agreement. As of January 2004, Cygnus, Inc. was
in material breach of the covenants, however, the Company has not terminated the agreement.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1)
which requires the maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital,
both as defined, shall not exceed 15 to 1. The rule of the Exchange also provides that equity capital may not be
withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to 1. In addition, the firm must
maintain 120% of its minimum net capital requirement in accordance with Securities and Exchange Rule ‘17a-
11(b)(1). At December 31, 2003, the Company had net capital of $146,188, which was $46,188 in excess of its
required net capital of $100,000. The Company's net capital ratio was .0684 to 1.
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% Cripple Creek Securities, L.L.C.

Con\iputation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange Commission

As of December 31, 2003

NET CAPITAL
Total Members' Equity

Total Capital and Allowable Subordinated Liabilities

Deductions and/or Charges

Non allowable assets
Securities - owned
Securities - when issued
Other assets

Net Capital Before Haircuts on Securities Positions

Haircuts on Securities
Haircut on securities
Haircut on undue concentration
Total Haircuts on Securities Positions
Net Capital

AGGREGATE INDEBTEDNESS
Items included in statement of financial condition
Accrued expenses
Total Aggregate Indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS
Minimum dollar net capital requirement
Net Capital Requirement
Excess Net Capital
Ratio of Aggregate Indebtedness to Net Capital

$ 146,203

. 10,000
_10.000

R ——

§__100.000

100,000

$___46.188
L0684 to 1

There were no material differences between the amounts presented above and the amounts reported in the

Company's unaudited FOCUS report as December 31, 2003.



Cripple Creek Securities, L.L.C.

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities Exchange Commission

As of December 31, 2003

The Company claims an exemption from the reserve requirement under paragraph (k)(2)(ii) of Rule 15¢3-3.



