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OATH OR AFFIRMATION

L. George W. Hagerman , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
¥ g panying pp 4 p g

CacheMatrix, LLC . as

of December 31 , 20 06

ncither the company nor any partner, proprictor, principal officer or director has any proprictary intcrest in any account

. are true and correct. | further swear (or affirm) that

classified solely as that of a customer, except as follows:

gmturc

L e I EI. S he

a?/zé/ 205 7 Chief Executive Officer

Title

W%Jﬂfﬁo Xz, W’J% W%f/u&u } 2/28/20/

Notary Public

MARTHA L. McINTYRE

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

M (a) Facing Pagc. STATE OF COLORADO

4 {b) Statement of Financial Condition, My Commission Expires 02/28/2010

K (c) Statement of Income (Loss).

K] (d) Statement of Changes in Financial Condition.

¥l (c¢) Statcment of Changes in Stockholders® Equity or Partners’ or Sole Proprictors” Capital.

O (n Statement of Changes in Liabilitics Subordinated to Claims of Creditors.

M (g) Computation of Net Capital.

K1 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

BJ (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

I (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 5¢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 (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

[} (n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatinent of certain portions of this filing, see section 240.17a-5(¢)(3).
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INDEPENDENT AUDITORS' REPORT

The Member of
CacheMatrix, LLC

We have audited the accompanying statement of financial condition of CacheMatrix, LLC as of
December 31, 2006, and the related statements of operations, changes in member's equity and cash
flows for the year ended December 31, 2006. 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
atso 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 CacheMatrix, LLC as of December 31, 2006, and the results of its operations and
its cash flows for the year ended December 31, 2006, 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 financial statements taken as a whole.
The information contained in the supplemental schedules listed in the accompanying index are presented
for purposes of additional analysis and are not required for a fair presentation of the financial statements,
but are supplementary information required by Rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the auditing procedures applied in our audit of the financial
statements and, in our opinion, is fairly stated in all material respects in relation to the financial

statements taken as a whole.
%&@o %ﬂw LLs

Greenwood Village, Colorado
February 14, 2007




CACHEMATRIX, LLC

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

ASSETS

Cash $ 72,657
Receivables:

Related party 57,015

Other 46,959
Furniture, equipment and leasehold improvements,

net of accumulated depreciation and amortization of $17,235 19,287
Prepaid expenses 38,380

Toral assets b 234,298
LIABILITIES AND MEMBER'S EQUITY

LIABILITIES:

Accounts payable 5 11,292

COMMITMENTS AND CONTINGENCIES (Notes 4 and 3)

MEMBER'S EQUITY (Note 2) 223,006

Total liabilities and member's equity ) 234,298

The accompanying notes are an integral part of this statement.
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CACHEMATRIX, LLC

STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2006

REVENUES:
Service fees $ 475,272
EXPENSES:
Salaries, benefits and payroll taxes 307,306
Occupancy and equipment costs 106,831
Insurance 71,575
General and administrative 65,854
Professional fees 47,705
Regulatory fees 22,195
Total expenses 621,466
NET LOSS $ (146,194)
The accompanying notes are an integral part of this statement. 5

I




CACHEMATRIX, LLC

STATEMENT OF CHANGES IN MEMBER’S EQUITY
YEAR ENDED DECEMBER 31, 2006

Member's
Equity
BALANCE, December 31, 2005 $ 369,105
Member contributions 95
Net foss (146,194}
BALANCE, December 31, 2006 $ 223,006

The accompanying notes are an integral part of this staterment. 6




CACHEMATRIX, LLC

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (146,194)
Adjustmerts to reconcile net loss to net cash provided by
operating activities:

Depreciation and amortization 7,158
Decrease in receivable from related party 203,522
Incrz=ase in other receivables (14,173)
Increase in prepaid expenses (8,176)
Decrease in acccunts payable (1,332)
Net cash flows provided by operating activities 40,805

CASH FLOWS USED IN INVESTING ACTIVITIES:
Furniture and equipment purchases (8,362)

CASH FLOWS PROVIDED BY FINANCING ACTIVITIES:

Member contributions 95
NET INCREASE IN CASH 32,538
CASH, at beginning of vear 40,119
CASH, at end of year $ 72,657

The accompanying notes are an integral part of this statement. 7




CACHEMATRIX, LLC

HNOTES TO FINANCIAL STATEMENTS

NOTE 1- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Business

CacheMatrix, LL.C (the “Company”) was organized in Denver, Colorado on March 5, 2003, and was
approved as a securities broke -dealer registered with the Securities and Exchange Commission and the
National Association of Securities Dealers on January 2, 2004. The Company commenced operations
on January 6, 2004. As the Company does not hold customer securities or perform custodial functions
relating to customer accounts, it is therefore exempt from the possession and control requirements of
Rule 15¢3-3 under 15¢3-3(k)(Z)(i).

Depreciation and Amortization

The Company provides for depreciation of furniture and equipment on the straight-line method based on
the estimated useful lives of the assets ranging from five to seven years. Leasehold improvements are
amortized over the lesser of th: economic useful life of the improvement or the term of the lease.

Income Taxes

The Company is not considered a separate taxable entity for tax purposes. All income is reported on the
SOIC member's tax return.

Revenue Recognition

The Company’s main source of revenue is generated through an unrelated entity. The Company
receives a fee for customers that it has referred to the unrelated entity at an annual rate ranging from 2.5
to 5 basis points of the value ¢f the customer assets as of the last business day of each month. Revenue
is recognized as earned.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets anc 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 fror those estimates.




CACHEMATRIX, LLC

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 2 - NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to meintain a minimum net capital, as defined under such provisions. At
December 31, 2006, the Conpany had net capital and net capital requirements of $41,365 and $5,000
respectively. The Company's net capital ratio (aggregate indebtedness to net capital) was 0.27 to 1.
According to Rule 15¢3-1, th.: Company's net capital ratio shall not exceed 15 to 1.

NOTE 3 - RELATED P/ARTY TRANSACTIONS

During the year ended December 31, 2006, the Company paid operating expenses on behalf of a related
entity. As of December 31, 2006, the Company is owed $57,015 for expenses paid.

NOTE 4-  LEASE COMMITMENTS

The Company leases office space under the terms of a non-cancelable operating lease expiring on July
31, 2011. At December 31, 2006, aggregate minimum future rental commitments under this lease with

remaining terms in excess of one year are as follows:

Amount

2007 $ 95,551

2008 96,398
2009 98,431
2010 99,617
2011 58,110

$ 448,107

Rent expense for the year ended December 31, 2006 amounted to $45,520.

NOTE 5 - FINANCIAL INSTRUMENTS, OFF-BALANCE SHEET RISKS AND
CONTINGENCIES

The Company introduces client accounts to one financial institution. The Company does not take
discretionary control over any account. The financial institution to which the Company introduces
accounts pays the Company an asset based fee. In the event the financial institution fails to satisfy its
obligations, the receivable from this financial institution may be subject to loss.




CACHEMATRIX, LLC

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 5 - FINANCIAL INSTRUMENTS, OFF-BALANCE SHEET RISKS AND
CONTINGENCIES (continued)

The Company generates all of its revenue from one unrelated financial institution. If this financial
institution would cease business, it is uncertain if the Company could generate sufficient revenue to
replace its current revenue.

The Company's financial irstruments, including cash, receivables, prepaid expenses and accounts

payable are carried at amounts which approximate fair value due to the short-term nature of those
instruments.
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CACHEMATRIX, LLC

COMPUTA'CION OF NET CAPITAL PURSUANT TO UNIFORM
NET CAPITAL RULE 15¢3-1

DECEMBER 31, 2006
CREDIT:
Member's equity $ 223,006
DEBITS:
Nonallowable assets:
Related party receivable 57,015
Other receivables 46,959
Furniture, equipmen: and leasehold improvements, net 19,287
Prepaid expenses 38,380
Excess fidelity bond deductible 20,000
Total debits 181,641
NET CAPITAL 41,365

Minimum requirements of 5-2/3% of aggregate indebtedness of
$11,292 or $5,000, whichever is greater 5,000

Excess net capital 5 36,365

AGGREGATE INDEBTEDNESS:
Accounts payable 3 11,292

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.27t0 1

See the accompanying Indepencent Auditors® Report. 11




CACHEMATRIX, LLC

RECONCILIATION OF THE COMPUTATION OF NET CAPITAL PURSUANT

TO UNIFORM NET" CAPITAL RULE 15¢3-1 INCLUDED IN THE COMPANY’S

CORRESPONDINCG UNAUDITED FORM X-17A-5 PART II FILING WITH THE

COMPUTATION INCLUDED IN THE REPORT PURSUANT TO RULE 17a-5(d)
DECEMBER 31, 2006

NET CAPITAL PER COMPANY'S UNAUDITED

FORM X-17A-5 PART Il FILING 3 48365
Adjustments:

Increase in expense: (7,000)
NET CAPITAL PER REPORT PURSUANT TO RULE 17A-5(d) $ 41,365

See the accompanying Indepemdent Auditors’ Report.
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$ SPICER JEFFRIES LLP

CERTIFIED PUBEIC ACCOUNTANTS
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INDEPENDENT AUDITORS' REPORT ON
INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

The Member of
CacheMatrix, LLC

In planning and performing our audit of the financial statements and supplementary information of
CacheMatrix, LLC for the year ended December 31, 2006, 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 contro! 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 (including tests of compliance with such practices and
procedures) followed by CaclieMatrix, LLC that we considered relevant to the objectives stated in Rule
17a-5(g), (i) 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 exemptive provisions of Rule
15¢3-3. We did not review the practices and procedures followed by the Company in making the
quarterly securities examinitions, counts, verifications and comparisons, and the recordation of
differences required by Rul: 17a-13 or 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, because th: Company does not carry security accounts for customers or perform
custodial functions relating tc customer securities.

The management of the Corapany is responsible for establishing and maintaining an internal control
structure and the practices énd procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and 'udgments 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 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 wlich 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 conformity with
accounting principles generally accepted in the United States of America. 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 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. This report recognizes that it is not
practicable in an organizatior: the size of CacheMatrix, LLC to achieve all the divisions of duties and
cross-checks generally includ.:d in a system of internal accounting control and that alternatively greater
reliance must be placed on suiveillance by management.

Qur 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 Certificd Public Accountants. A material weakness is a condition in which the
design or operaticn of the spe:ific internal control structure elements does not reduce to a relatively low
level the risk that errors or fraad in amounts that would be material in relation to the financial statements
being audited mav occur and aot 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 coansidered 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, 2006, to meet the SEC's objectives.

In addition, our review indicated that CacheMatrix, LLC was in compliance with the conditions of
exemption from Rule 15¢3-3 pursuant to paragraph k(2)(i) as of December 31, 2006, and no facts came
to our attention to indicate that such conditions had not been complied with during the year.

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 that rely on
Rule 17a-5(g) under the Secucities 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.

Aptice v L1
Greenwood Village, Colorado
February 14, 2007
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