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WATSON-BOWDEN

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

To the Member
of 1 Financial Marketplace Securities, LLC

In planning and performing our audit of the financial statements of 1 Financial
Marketplace Securities, LLC (the Company), for the year ended December 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 consolidated 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 (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 the following;:

1. 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).

2. Making the quarterly securities examinations, counts, verifications, and
comparisons, and the 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.

4. Obtaining and maintaining physical possession or control of all fully paid and
excess margin securities of customers as required by rule 15¢3-3.

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 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 SEC’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 the preparation of financial statements in accordance with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices
and procedures listed in the preceding paragraph.

2930 EVANS MILL RD
LITHONIA, GA 30038
PH 770-484-4655 FAX 770-482-9180



WATSON-BOWDEN

CERTIFIED PUBLICACCOUNTANTS & CONSULTANTS

page 2

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, we noted no matters involving the internal control structure, including
procedures 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 the Company’s practices and procedures were adequate
at December 31, 2003, to meet the Commission’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, 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
should not be used for any other purpose.

| A~ -

Watson-Bowden, P.C.
February 25, 2004
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WATSON-BOWDEN

CERTIFIED PUBLICACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

To the Member
of 1 Financial Marketplace Securities, LL.C

We have audited the accompanying balance sheet of 1 Financial Marketplace Securities, LLC as
of December 31, 2003 and the related statements of income, member’s 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 pdsition of 1 Financial Marketplace Securities, LLC as of December 31, 2003, and
the results of its operations and cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Watson-Bowden, P.C.
February 25, 2004

2930 EVANS MILL RD
LITHONIA, GA 30038
PH 770-484-4655 FAX 770-482-9180



1 Financial Marketplace Securities, LLC Page 2
BALANCE SHEET

DECEMBER 31, 2003

ASSETS
CURRENT ASSETS
Cash $ 9,250
OTHER ASSETS
Intangible asset, less accumulated amortization of $536 1,504
TOTAL ASSETS $ 10,754
MEMBER'S EQUITY $ 10,754

See accountant’s report and notes to financial statements
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STATEMENT OF INCOME AND CHANGES IN MEMBER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2003

REVENUE
12b-1 fees 3 164
Commission income 125,146
Interest 96
125,406

EXPENSES
Management & administrative fees $ 125,097
Licenses and Permits 500
Bank charges 25
NASD fees 4,032
Amortization 502
130,156
NET LOSS (4,750)
MEMBER'S EQUITY, Beginning of year 15,504
MEMBER'S EQUITY, End of year $ 10,754

See accountant’s report and notes to financial statements
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2003

CASH FLOWS FROM OPERATING ACTIVITIES '
Net loss $ (4,750)

Adjustments to reconcile net income to
net cash provided by operating activites:

Amortization 502
Net Cash Used by Operating Activities (4,248
NET DECREASE IN CASH (4,248)
CASH, Beginning of year 13,498
CASH, End of year $ 9,250

See accountant’s report and notes to financial statements



1 Financial Marketplace Securities, LILC Page 5

NOTES TO FINANCIAL STATEMENTS

A. ORGANIZATION AND NATURE OF BUSINESS

1 Financial Marketplace Securities, L1LC (The Company), was formed as a Pennsylvania
limited liability company on July 9, 2001. The Company is registered as a broker-dealer
with the Securities and Exchange Commission (SEC) and is a member of the National
Association of Securities Dealers (NASD). The registration with the Securities and
Exchange Commussion became effective on December 5, 2001. As a limited liability
company, the member’s liability is limited to their investment.

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations. The Company operates in Pennsylvania. The primary soutce of
revenue is selling mutual funds and vanable insurance products to customers, who are
predomunately small and middle-market businesses and middle-income individuals.

Amortization. Amortization is provided by use of the straight-line method over the
estimated useful life of the intangible asset.

Intangible Asset. The intangible asset consists of legal fees incurred during the formation
of 1 Financial Marketplace Securities, LL.C.

Revenue Recognition. Commission revenue is derived by the Company acting as an
agent buying and selling securities on behalf of its customers. In return for such services,
the Company charges a commuission. Each time a customer enters into a buy or sell
transaction, a commission 1s earned by the Company for its selling and administrative
efforts. For securities purchased, the commission is recorded as a receivable from
customers; for securities sold, it is recorded as reductions in the payable to customers.
There were no outstanding commissions receivable or payable as of December 31, 2003.

Income Taxes. The Company is treated as a partnership for income tax reporting
purposes and, as such, is not subject to income tax. Accordingly, no provision for income
taxes 1s provided in the financial statements.

Use of Estimates. The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and assumptions in
preparing financial statements. Those estimates and assumptions affect the reported
amounts of assets and liabilities and the disclosure of contingent assets and liabilities.

See accountant’s report and notes to financial statements
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NOTES TO FINANCIAL STATEMENTS

C. RELATED PARTY TRANSACTIONS

The Company and the sole member have entered into a management expense sharing
agreement (Agreement), whereby many of the expenses of the Company are paid by the
sole Member individually. Additionally, under the Agreement, the sole Member will
contribute additional capital to the Company in order for the Company to meet its
regulatory requirements for maintaining net capital as defined in Rule 15¢3-1 (see note D).
Further, the sole Member has no recourse to the recapture or the collection of the
aforementioned capital contributions from the Company, and the Company has no
obligation to repay these capital contributions to the sole Member or any other entity.
There were no capital contributions made by the sole Member to the Company for the
year ended December 31, 2003. The sole Member incurted $125,097 in costs on behalf of
the Company for the year ended December 31, 2003, and which, all of these costs were
reimbursed to its sole Member by the Company. The costs included as expenses to be paid
by, and accounted for on the books and records of the sole Member, include marketing
expenses, salaries and benefits, rent and utilities, and leases and notes.

D. NET CAPITAL REQUIREMENTS

The Company is subject to the Secutities and Exchange Commission Uniform Net Capital
Rule (SEC 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 (and the rule of the “applicable” exchange also provides that equity capital
may not be withdrawn or distributed if the resulting net capital ratio would exceed 10 to 1).

At December 31, 2002, the Company was in compliance with this rule. The Company had
net capital of $9,250, which was §4,250 in excess of its required net capital of $5,000.

The following is the computation of net capital under Rule 15¢3-1 as of December 31,
2003:

See accountant’s report and notes to financial statements



1 Financial Marketplace Securities, LLC Page 7

NOTES TO FINANCIAL STATEMENTS

D. NET CAPITAL REQUIREMENTS (continued)

NET CAPTIAL
Total membet's equity $ 10,754

DEDUCTIONS
Nonallowable assets:
Intangible asset - net (1,504)
Total Deductions (1,504)

NET CAPITAL $ 9,250

COMPUTATION OF BASIC NET CAPITAL

REQUIREMENT:
Minimum net capital required $ 5,000
Excess net capital 3 4,250
Excess net capital at 1,000 percent $ 9,250

There is no material difference in the above computation and the Company's
unaudited Part ITA of Company's Focus Report.

See accountant’s report and notes to financial statements



