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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Maloney, Kent Paul - Smith Maloney Accountancy Corp.

(Name - if individual, staie last, first, middle name)

4535 Missouri Flat Road, Suite 2D

Placerville, CA 95667

(Addeess) (City)
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Stote o€ Califor~nicoe | OATHOR AFFIRMATION
_s},c,f/ F’r&wc;&zo \_ -
1, Ieonard G. Collins > i o , swear {or affirm) that, to the best of

my knowledge and belief the accompanying financial stg%¢ment and suppornng schedules pertaining to the firm of
Pflueger & Baerwald Inc.

, as
of  March 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:

ﬂlA ﬂﬂ

/

Signature

Executive Vice President
Title

}W NUSUUIITL IS
Notary Public COMM. #1301028 8
<R OTARY PUBLIC- CAUFORNlA

HERN
oy By / SAN FRANCISCO COUNTY ...
- My Comm. Expires May 13, 2005

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.

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

K

&l

K

&l

K

Kl (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
Kl (g) Computation of Net Capital.
Kl
Kl
ia
O
'

-

o

This report ** contains (check all applicable boxes): O

. o.
(a) Facing Pape.

{h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3
(1) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3

0)
(k)

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

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methads of
consolidation.

() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

3 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit

a

**For conditions of confidential treatment ofce}rrain portions of this filing, see section 240.17a-5(e}(3)
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The Board of Directors
Pflueger & Baerwald Inc.
San Francisco CA 94104

Independent Auditors' Report

We have audited the accompanying statement of financial condition of Pflueger & Baerwald Inc.
as of March 31, 2003, and the related statements of income, changes in stockholders’ equity,
changes in liabilities subordinated to claims of general creditors, 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 1s to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards foilowed 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 disclosires 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.  Accordingly, we included a review of the accounting system, the internal
accounting control, and procedures for safeguarding securities. We believe that our audit

provides a reasonable basis for our opinion and the procedures meet Security and Exchange
Commission objectives.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Pflueger & Baerwald Inc. as of March 31, 2003, and the results of its

operations and its cash flows for the year then ended in conformity with generally accepted
accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules I, II, and HI is presented for purposes
of additional 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.

Smith Maloney Accountancy Corp. S/rv\:-ﬂ«- %zo-ﬂvb/
Placerville, California

May 27, 2003




' PFLUEGER & BAERWALnN INC.
STATEMENT OF FINANCIAL C;O!\ DITION
A5 OF MARCH 31 2003, -~

ASSETS
1. Cash

2. Cash segregated in accordance with Rule 15¢-3
3. Receivable from brokers or dealers and clearing organizations:
E. Other:
NSCC Participant's Fund
Depository Trust Company-collateral balance on deposit
Petty cash--nonallowable
4. Receivables from customers:
A. 1. Cash and fully secured accounts
2 Partly secured accounts-allowable
2 Partly secured accounts-nonallowable
7. Securities owned:
B. U.S. Government obligations
E. Stocks and warrants
8 A. Securities not readily marketable (cost $ 5,900)
11. B. Secured demand notes
12. B. Membership in exchange (market value $ 13,000)
14. Furniture and equipment, at cost (net of accumulated depreciation of $ 90,446)
15. A. Dividends and interest receivable
15. D. Prepaid expenses--nonallowable
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
17. Bank loans payable
B. Other:
19. Payable to brokers or dealers and clearing organizations:
A. Failed to receive
1 Includable in "Formula for Reserve Requirements"
D. Clearing organizations
1. Includable in "Formula for Reserve Requirements”

2 Other
E. Dividends payable
20. A. Payable to customers--free credits $8,990,828
21. A. Payable to non customers
23. B. Accounts payable
E. Accrued expenses and other liabilities

25. Liabilities subordinated to claims of general creditors:
C. 1. OQutsiders
Insiders
2. Equity subordination
TOTAL LIABILITIES
Stockholders' Equity
29. B. Common stock, par value $1.00: 75,000 shares authorized; 10,666 shares outstanding
C. Additional paid-in capital
D. Retained earnings
TOTAL STOCKHOLDERS' EQUITY

A1 MATAT T TANMIT TTTIEC ANT CTACYLINT NMERS EOTITITY

$

$

$

<

180,967
554,948

90,917
20,000
600

4,823,048
513
1,688

5,187,992
114,720
7,590
300,000
5,700
2,090

57,990

11,348,763

100,000

49,042

25,703

1
188
8,990,828
864,191
69,832

1,851

160,000

100,000
100,000

510401636

10,666
250,593
685,868

947,127
11 248 762




PFLUEGER & BAERWALD INC.
FINANCIAL STATEMENTS
MARCH 31, 2003
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The Board of Directors
Pflueger & Baerwald Inc.
San Francisco CA 94104

independent Auditors' Report

We have audited the accompanying balance sheet of Pflueger & Baerwald
Inc. as of March 31, 2003, and 2002, and the related statements of income
and retained earnings and cash flows for the years then ended. 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 audits.

We conducted our audits in accordance with generally accepted auditing
standards followed in the United States of America. Those standards
require that we 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 overall accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our

opinion and the procedures meet Security and Exchange Commission
objectives.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Pflueger & Baerwald Inc. as of
March 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.

Placerville, CA
May 27, 2003
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PFLUEGER & BAERWALD INC.
BALANCE SHEET
MARCH 31, 2003 AND 2002

ASSETS
Current assets:
Cash
Accounts receivable:
Customers
Brokers, dealers and clearing house
Other
Secured demand notes receivable (note 9)
Investments at cost (market value $5,310,302) (note 14)
Prepaid expenses, deposits and dividends receivable
Deferred income tax expense
Total current assets
Memberships:

Pacific Stock Exchange, at cost (market value $13,000)
National Securities Clearing Corp.,DTC, at cost
Total memberships

Fixed assets:

Furniture and equipment, net of accumulated depreciation of $ 90,446

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Payable to banks
Payable to customers
Payable to other brokers and dealers
Payable to clearing house
Payable to officers
Other current liabilities
Total current liabilities
Other liabilities:
Subordinated borrowings (note 10)
Total liabilities
Stockholders' equity:
Common stock, par value $1.00; 75,000 shares authorized;
10,666 shares issued and outstanding
Additional paid-in capital
Retained earnings

Total stockholders' equity

See accompanying notes.

2003 2002
$ 736,516 $ 2,526,581
4,825,248 4,645,380
16,603
19,148 24,758
300,000 300,000
5,186,343 5,198,518
57,990 65,827
295 198
11,125,540 12,777,865
5,700 5,700
110,917 70,917
116,617 76,617
2,090 1,476
$ 11,244247 $ 12,855,958
$ 100,000 $ 825,000
8,990,828 10,341,392

49,042

25,704 1,670
864,191 528,667
71,683 27,846
10,101,448 11,724,575
300,000 300,000
10,401,448 12,024,575
10,666 10,666
250,593 250,593
581,540 570,124
842,799 831,383
$ 11,244247 $ 12,855,938




PFLUEGER & BAERWALD INC.
STATEMENT OF INCOME AND RETAINED EARNINGS
FOR THE YEARS ENDED MARCH 31, 2003 AND 2002

2003 2002
REVENUES
Commissions $ 970,212 $ 913,592
Interest 323,742 552,423
Revenues from bond account transactions 41,539 51,278
Revenue from mutual fund transactions 37,054 41,940
Service charges 3,770 3,195
Trading gains (losses) (650) 22
Other 29,476 26,812
Total revenues 1,405,143 1,589,262
EXPENSES

Salaries and commissions 610,561 660,554
Pension and profit-sharing plan contributions 59,065 63,063
Interest 112,741 247,312
Rent 77,107 99,434
Taxes 62,864 64,333
Insurance 65,753 57,370
Depreciation 4,784 7,255
Other 396,296 381,041
Total expenses : 1,389,171 1,580,362

Net income before income taxes 15,972 8,900

Provision for income taxes: ‘
Federal:

Current 2,886 1,709
Deferred (295) (198)
2,591 1,511

California 1,965 1,318
Total provision for income taxes 4,556 2,829

Net income 11,416 6,071
Retained earnings, beginning of year 570,124 564,053
Retained earnings, end of year $ 581,540 $ 570,124
Earnings per share (10,666 shares outstanding) $ 1.07 $ 0.57

See accompanying notes.




PFLUEGER & BAERWALD INC.
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED MARCH 31, 2003 AND 2002

2003 2002
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 11,416 $ 6,071
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation 4,784 7,255
(Increase) decrease in accounts receivable ) (157,655) 1,498,650
(Increase) decrease in investments and prepaid expenses 19,915 (231,324)
Increase (decrease) in current liabilities (1,623,127) 912,023
Net cash provided (used) by operating activities (1,744,667) 2,192,675
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of equipment (5,398) (3,184)
Assessment for NSCC Participation Fund (20,000) (22,500)
Assessment for Depository Trust Corp. (20,000)
Net cash used in investing activities (45,398) (25,684)
CASH FLOWS FROM FINANCING ACTIVITIES
Loans from bank 825,000 825,000
Repayment of loans (825,000) (850,000)
Net cash provided (used) by financing activities 4 - (25,000)
Net increase (decrease) in cash (1,790,065) 2,141,991
Cash, beginning of year 2,526,581 384,590
Cash, end of year $ 736,516 $ 2,526,581
Supplemental Information:
Cash paid during the year for:
Interest 3 28,455 $ 34,293
Income Taxes $ 2,886 $ 1,709

See accompanying notes.




PFLUEGER & BAERWALD INC.

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2003

Note 1 -- Business activity

Pflueger and Baerwald (The Firm) is a California corporation offering securities brokerage services to investors
out of its office in downtown San Francisco. The firm has been serving its investors since 1911 and is licensed
in California as well as in several other states.

Note 2 -- Summary of significant accounting policies

a. Revenues and expenses are reported on the basis of the accrual method of
accounting.

b. Assets and liabilities, including investments are accounted for at acquisition cost.

c. Securities transactions and related revenues and expenses are recorded on a

settlement date basis, generally the third business day following the transaction date.

Note 3 -- 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.

Note 4 -- Property and equipment -- depreciation policy

The Firm provides for depreciation on assets by the straight-line and double-declining methods at rates
calculated to amortize the cost of the assets over their estimated useful lives ranging from five to ten years.

Note 5--Income taxes

Income taxes are provided for all items included in the income statement regardless of the period when such
items are reportable for income tax purposes. Deferred Federal income taxes are provided on the current year's
California Franchise Tax which is not deductible for Federal purposes until the following year.

Note 6 -- Retirement plans

The Firm has established a profit-sharing plan and a money-purchase pension plan for full-time employees.

Those employees who are wholly compensated by commissions do not become eligible for benefits until
commissions earned during the year exceed $125,000.

The profit-sharing plan was established in 1975. The Firm made no contribution to this plan for the current
fiscal year.




The pension plan was established in 1981. The Firm contributes 10% of each eligible employee's compensation
to this plan each year. The Firm's contribution for the current year was $59,065.

Note 7 -- Concentration of credit risk

At March 31, 2003, the Firm had $734,410 in two accounts at a bank which is insured up to a maximum of

$100,000 by a government agency. It also had $1,506 in a money market mutual fund which is not guaranteed
by any governmental agency.

Note 8 -- Related party transactions

Secured demand notes receivable, notes payable to officers and subordinated borrowings reported on the
balance sheet are due to and from stockholders and other related parties.

Note 9--Secured demand notes receivable

The demand notes of $300,000 are non-interest bearing and are secured by securities with a market value at

year-end of $420,211. These notes are used by The Firm as collateral for its short-term borrowings. $200,000
is due from shareholders and $100,000 from an outsider.

Note 10--Subordinated borrowings

Long-term notes payable of $300,000 are subordinated to claims of general creditors. $100,000 is due on these

notes during each of the next three fiscal years. Interest is payable at rates from 2% to 4% per year. $200,000 is
due to shareholders and $100,000 to an outsider.

Note 11--Lease commitments

The Firm leases its office space under an operating lease which expires on October 31, 2005. The annual rental
for the current fiscal year was $77,107. The new lease provides for monthly rent at $7,050, or $84,600 on an
annual basis with no increases to offset the increases in the lessor's direct operating expenses and property taxes.

Note 12--Net capital requirements

As a member of the National Association of Security Dealers, Inc., The Firm is subject to certain minimum
capital requirements. NASD Rule 15¢3-1 requires that member firms aggregated indebtedness, as defined by
regulation, not exceed 15 times net capital, as defined. Minimum capital must be a minimum of $250,000.

AtMarch 31, 2003, The Firm's net capital ratio was 3.57 to 1. It's net capital, including subordinated debt, was
$1,143,276. Required net capital was $271,310.

Note 13--Filings with the Securities and Exchange Commission

The Firm is required to file Form X-17A-5 annually with the Securities and Exchange Commission. Part III of

this filing is available for public inspection at The Firm's office or at the Regional Office of the Securities and
Exchange Commission. ‘




Note 14—Investment securities

The following is a summary of investment securities at March 31, 2003 and 2002:

2003 2002
15¢3-3 Reserve account:
U.S. Government obligations, at cost $5,167,362 $5,164,934
Gross unrealized interest 20,630 18,410
Marketable U.S. Treasury securities, at fair value 5,187,992 5,183,344
Investment securities:
Marketable equity securities, at cost 18,859 18,847
Gross unrealized gains 103,451 118,666
Marketable equity securities, at fair value 122,310 137,513
Trading securities:
Marketable equity securities, at cost 122 737
Gross unrealized losses -122 -737
Marketable equity securities, at fair value 0 0
Total investments-
At cost 5,186,343 5,184,518
Gross unrealized gains and losses 123,959 136,339
Investments at fair market value $5,310,302 $5,320,857
Changes in the unrealized gains(losses) on investments during the years ending
March 31, 2003 and 2002 as reflected in stockholders’ equity:
Stockholders' equity, reflecting cost basis $842,799 $831,383
Adjustment for unrealized gains(losses) 104,328 97,383
Stockholders' equity, reflecting fair market value $947,127 $928,766




