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Certified Public Accountants
Business Advisors )

Independent Auditors’ Report

Board of Directors
Money Market 1 Institutional Investment Dealer
San Francisco, California

We have audited the accompanying statement of financial condition of Money Market 1 institutiona!
Investment Dealer as of March 31, 2007, and the related statements of income, changes in
stockholders’ 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 Money Market 1 Institutiona! Investment Dealer as of March 31, 2007, 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 has been made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in pages 10, 11, and 12 is presented for purposes of additionai
analysis and is not a required part of the basic financial statements but is supplementary 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. '
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® Money Market 1 Institutional Investment Dealer
Statement of Financial Condition
® March 31, 2007
®
o
() Assets
o Cash $ 46,477
o Receivable from brokers, dealers, and clearing organizations ‘ 126,616
Securities 52,938
®
® Due from parent company 15,997
® 8242028
® Liabilities and stockholders' equity
o
Py Liabilities:
Accounts payable and accrued expenses $ 13,580
o Margin loan payable 21,718
0
o Toftal liabilities, all current . : 35,298
o Stockholders' equity:
(" ] Common stock; $1 par value, 1,000,000 shares
o authorized; 150,000 shares outstanding 150,000
Additional paid-in capital 50,000
® Retained earnings 6,730
®
® Total stockholders' equity 206,730
® 5 242,078
®
®
®
o
©®
®
@
o
@
o
o
o
o
®
. The accompanying notes form an integral part of these financial statements. 2
o
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Money Market 1 Institutional investment Dealer
Statement of Income
Year Ended March 31, 2007

Amount
Revenues:
Commissions $ 1,305,558
Trading 86,157
Service 37,505
Total revenues 1,429,220
Operating expenses:
Management fees 1,309,263
General and administrative 63,875
Total operating expenses 1,373,138
Operating income 56,082
Interest expenses, net 1,637
Income before income tax provision 54,445
income tax provision 13,000
Net income $ 41,445
The accompanying notes form an integral part of these financial statements, 3
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Money Market 1 Institutional investment Dealer
® Statement of Changes in Stockholders' Equity
L] Year Ended March 31, 2007
o
®
® Retained
Additional Earnings/ Total
o Common Stock Paid-In (Accumulated Stockholders’
¢ Shares Amount Capital Deficit) Equity
: Balance, March 31, 2006 150,000 $150,000 $ 50,000 $ (34,715) $ 165,285
) Net income 41,445 41,445
o Balance, March 31, 2007 150,000 _$ 150,000 _$ 50000 _$ 6,730 $ 206,730
° L e s AT iy W G0, O
o
@
®
@®
®
®
@
®
®
®
®
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o
®
®
®
. The accompanying notes form an integrai part of these financial statements, 4
®
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Money Market 1 Institutional Investment Dealer
Statement of Cash Flows

Year Ended March 31, 2007

Increase (Decrease) in Cash

Cash flows provided by (used for) operating activities:
Net Income ' $ 41445
Adjustments to reconcile net income to net cash
used for operating activities -
Unrealized loss 12,138

Changes in assets and liabilities:
Increase (decrease) in assets:
Receivable from brokers, dealers, and clearing organizations (25,992)
Due from parent company 10

Increase in liabilities -

Accounts payable and accrued expenses 3,777
Total adjustments (10,067)
Net cash provided by operating activities 31,378

Cash flows used for investing activity -
Payment on exercising warrant and stock certificate (24,000)

Cash flows provided by financing activity -
Net proceeds from margin loan 21,718

——ed
Net increase in cash 29,096
Cash, beginning of year 17,381
Cash, end of year $ 46477

Supplemental disclosure of cash flow information:

State income taxes paid ‘ 800
Interest paid 3 1,693
The accompanying notes form an integral part of these financial statements. 5
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Money Market 1 Institutional Investment Dealer
Notes to Financial Statements
Year Ended March 31, 2007

(1)

Organization and Significant Accounting Policies:

Organization

Money Market 1 Institutional Investment Dealer (the “Company”) was incorporated in
June 1995 in the state of California. The Company’s primary business is that of a
securities broker-dealer with accounts throughout the United States, and it is a member
of the National Association of Securities Dealers. The Company is a wholly owned
subsidiary of Aldica, Inc. (the “Parent”).

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 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.

Cash

Cash Equivalents

The Company considers all highly liquid investments with original maturities of three

months or less to be cash equivalents. The Company has no cash equivalents as of year
end.

Concentration of Credit Risk

The Company maintains its cash in bank deposit accounts, which at times may exceed
federally insured limits. The Company has not experienced any losses in such accounts.

Securities

The Company invests in marketable common stock of a company. These securities are
valued at fair market value and are classified as trading securities. The Company reports
trading investments at fair value as of each balance sheet date and include any unrealized
gains and losses in eamings. The Company has transferred the securities from the
available-for-sale category into the trading category in current year. The unrealized loss
included in trading revenue at the March 31, 2007 was $12,138. The securities serve as
coliateral on a margin loan. The excess of securities fair market value over the margin loan
payable was $31,220 at March 31, 2007.

STONEFIELD
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Money Market 1 Institutional Investment Dealer
Notes to Financial Statements
Year Ended March 31, 2007

(1) Organization and Significant Accounting Policies (Continued):

Accounts Receivable

Accounts receivable are recorded at the invoiced amount and do not bear interest.
Amounts collected on trade accounts receivable are included in net cash provided by
operating activities in the statements of cash flows.

Allowance for Doubtful Accounts

Allowance for doubtful accounts is provided when the receivables are considered past due
or delinquent based on age of the accounts or how recently payments have been received.
Any economic factors that affect the collection of the receivables are also taken into

consideration. No allowance for doubtfuf accounts was provided at March 31, 2007, based
on the above policy.

Commission and Trading Revenue

The Company derives revenue from commissions and concessions related to the sales of
money markets and short-term instruments to institutional clients. Revenue is recognized
on a trade-date basis. Approximately 57% of the Company’s commission revenue for the
year ended March 31, 2007, was from three major investment dealers. Accounts
receivable from these dealers at March 31, 2007, was approximately $60,100.

Service Revenue

The Company derives service revenue from acting as a dealer investing clients’ funds in
securities offered by specific distributors and underwriters. Revenue is recognized based

on an annual basis point of the average daily net asset value of the funds owned
beneficially by the clients during the period.

Securities Transactions

Securities transactions recorded by the Company are executed and carried by an
independent broker-dealer on a fully disclosed basis. The Company does not receive or
hold clients’ securities or funds. Transactions are recorded on a trade-date basis. The
Company has a policy of reviewing, as considered necessary, the credit standing of the
broker with whom it conducts business. The Company is required to maintain certain

deposits with its clearing broker. These deposits are reflected as a receivable from
brokers, dealers, and clearing organizations.

STONEFIELD
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Money Market 1 Institutional Investment Dealer
Notes to Financial Statements
Year Ended March 31, 2007

(1

(2

@)

Organization and Significant Accounting Policies (Continued):

Income Taxes

The Company accounts for income taxes in accordance with Statement of Financial
Accounting Standards (“SFAS”) No. 109, “Accounting for Income Taxes”. SFAS No. 109
requires the recognition of deferred tax liabilities and assets at tax rates expected to be in
effect when these balances reverse. Future tax benefits attributable to temporary

differences, if any, are recognized to the extent that realization of such benefits is more
likely than not.

Related-Party Transactions:

The Company and its Parent share office space and share the services of various salaried
employees. Under the terms of an oral operating agreement between the Company and the
Parent (the “Operating Agreement”), the Parent pays all costs incurred in connection with the
maintenance of the shared office space. The Company pays all accounting, regulatory, and
clearing fees related to its operations. The Parent pays personnel, promotional,
communications, and other costs of the Company. The Company pays a management fee in
consideration for these facilities and services.

During the year ended March 31, 2007, the Company paid management fees of $1,309,263
to the Parent.

In accordance with the Operating Agreement, certain amounts paid by the Parent are not
allocated between the Parent and the Company. As a result, the Company’s financial
position and resuits of operations may not be indicative of conditions that wouid have existed
or results that would have occurred had the Company operated as an unaffiliated entity.

The Company generates service revenue from investing the clients’ funds of an affiliate
company under common control of the Parent. For the year ended March 31, 2007, the
Company has earned $37,505 from these transactions.

Regulatory Requirements:

The Company is subject to the Uniform Net Capital Rule (the “Rule”) under the Securities
Exchange Act of 1934. The Company computes net capital under the aggregate
indebtedness method of the Rule, which, at March 31, 2007, required the maintenance of
minimum net capital of the greater of six and two-thirds percent (6-2/3%) of aggregate
indebtedness or $5,000 and required that the ratio of aggregate indebtedness to net capital,
both as defined, shall not exceed 15.00 to 1.00. At March 31, 2007, the Company had net
capital of $146,956, which was $141,956 in excess of its required net capital of $5,000. The

Company’s ratio of aggregate indebtedness to net capital was 0.09 to 1.00 at March 31,
2007.

STONEFIELD
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Money Market 1 Institutional lnvestnient Dealer
Notes to Financial Statements
Year Ended March 31, 2007

(4)

(5)

(6)

Financial Instruments with Off-Balance-Sheet Credit Risk and Concentrations of Credit
Risk:

As a securities broker, the Company’s transactions are executed with and on behalf of

clients. The Company introduces these transactions for clearance to one clearing firm on a
fully disclosed basis.

In the normal course of business, the Company’s client activities involve the execution of
securities transactions and settlement by its clearing broker. As the agreement between the
Company and its clearing broker provides that the Company is obligated to assume any
exposure related to nonperformance by its clients, these activities may expose the Company
to off-balance-sheet credit risk in the event the client is unable to fulfili its contracted
obligations. In the event the client fails to satisfy its obligations, the Company may be
required to purchase or sell financial instruments at prevailing market prices in order to fulfiil
the client's obligations. As of March 31, 2007, client obligations to the clearing broker were
collateralized by securities with a market value in excess of obligations.

The Company seeks to control off-balance-sheet credit risk by monitoring its client
transactions and reviewing information it receives from its clearing broker on a daily basis
and reserving for doubtful accounts when necessary.

Margin Loan Payable:

The Company has a margin loan payable secured by securities with a financial institution.
The margin loan bears interest of 10.75% per annum and is due when the fair market value

of the secured securities falls below the loan balance. Interest expensed for year ended
March 31, 2007, was $1,693.

income Taxes:

The Company files consolidated income tax returns with its Parent. The following provision
for income taxes has been computed as though the Company files its income tax returns
separately. The receivable for income tax benefit is recorded as a reduction of the parent
inter-company payable. The amount of tax-related balances due from parent as of March 31,
2007, was $43,500. Deferred taxes are recorded by the Parent. The provision of income tax
for the year ended March 31, 2007, was as follows:

Federal $ 8,200
Stafe

4,800

$ 13,000

STONEFIELD
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Money Market 1 Institutional Investment Dealer
Computation of Net Capital for Brokers and Dealers

Pursuant to Rule 15¢3-1 Under the Securities and Exchange Act of 1934
March 31, 2007

Computation of net capital:

Stockholders’ equity $ 206,730
Less nonallowable assets:
Receivable from distributors or underwriter service fees (30,301)
Due from parent (15,997)
Net capital before haircuts 160,432
Haircuts on stocks | (13,476)
Net capital 3 146,956

Computation of aggregate indebtedness:

Total aggregate indebtedness from statement of financial condition $ 13,580

Ratio of aggregate indebtedness to net capital 0.09

Computation of basic net capital requirement:

Minimum net capital required (6-2/3% of aggregate indebtedness) 3 905
Minimum dollar net capital requirement 3 5,000
Net capital requirement (greater of above two amounts) $ 5,000
Excess net capital $ 141,956
10
STONEFIELD
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Money Market 1 Institutional Investment Dealer

Computation for Determination of Reserve Requirements for Brokers and Dealers
Pursuant to Rule 15¢3-3 Under the Securities and Exchange Act of 1934

March 31, 2007

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of
1934 in that the Company’s activities are limited to those set forth in the conditions for exemption
appearing in paragraph (k)(2)(ii) of the Rule. '

11
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® Money lyl_arl'cet 1 institutional In\!estment Dealc_er
Reconciliation of the Computation of Net Capital

® March 31, 2007

®

® Per original filing $ 146,919

@ Audit adjustment 37

: Per this filing $ 146,956
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Certified Public Accountants
Business Advisors

Independent Auditors’ Report on Internal Control
Required by Rule 17a-5 of the Securities and Exchange Commission

To the Members of
Money Market 1 Institutional Investment Dealer
San Francisco, California

In planning and performing our audit of the financial statements and suppiemental schedules of Money
Market 1 Institutional Investment Dealer for the year ended March 31, 2007, 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 interal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “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 the quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. 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

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

The management of the Company is responsible for establishing and maintaining intemal control and
for 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 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 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 conformity with generally
accepted accounting principles.

WWW.SJACCOUNTING.COM

Los Angeles Orange County San Francisco East Bay

2049 Century Park East 4 Park Plaza 101 Montgomery Street 1333 N. California Boulevard
Suite 400 Suite 900 Suite 1900 Suite 470

Los Angeles, California 90067 Irvine, California 92614 San Francisco, California 94104 Walnut Creek, California 94596
TR 310.453.9400 e 949.653.9400 Tew: 415.981.9400 TeL: 925.938.9400

Fav: 3104531187 Far: 949.833.3582 Fax: 415.391.2310 Fax: 925.930.0107




Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

Because of inherent limitations in internal control 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.

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 does not reduce to a relatively low level the
risk that errors 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 the intemal 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 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 March 31, 2007, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Member, 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 is not intended to be and should not be used by
anyone other than these specified parties.

WJ. 4 Z/é(/u/ o .
CERTIFIED PUBLIC ACCOUNTANTS

San Francisco, California
May 18, 2007
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