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ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
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~ OATH OR AFFIRMATION

I, Craig A. Smith e swear (or affirm) that, to the
best of my knowledge and belief the accompanying ﬁnancxa] statement and supporting schedules pertaining to the firm of

Sycamore Fimancial Group, Inc. . - as of

December 31 _, XX 2001 are true and correct.I further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or dxrector has any proprietary interest in any account classified soley as that of
a customer, except as follows:

T Y

pf s m/@/f

NotaryPublicr D g/&g/@g}

This report** contains (check all applicable boxes):
(a) Facing page.
(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 Propnetor s 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.
(i) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(X) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
{(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent auditors Report on Internal Accounting Control.

< OO0k [0 B RdEd b 0 bd & Bg ¥

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORSREPORT -

S To the Board of Dlrectors

= - Sycamore Financial Group

- Kokomo, Indiana 46902

We have audlted the accompanymg statement of ﬁnanc1al condltlon of Sycamore Fmanc1a1 Group as of

. December 31, 2001 and 2000 and the related statements of income, changes in stockholder's equity, and cash
“flows for the years then ended. These financial statements are the responsibility of the Company's management.
_'{;Our 1espons1b111ty is to express an opinion on these financial statements based on our audit. '

;"We conducted our aud1t in accordance with generally accepted audltlng standards Those standards requlre 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 presentatlon

ST BT

=1

L0

E »'We beheve that our audlt provides a reasonable basis for our opinion.

- In our op1n10n the financial statements referred to above present fairly, in all matenal respects, the financial
_position of Sycamore Financial Group as of December 31, 2001 and 2000 and the results of its operations and
s ts cash ﬂows for the years then ended in conforrmty with generally accepted accounting pnnc1ples

R Our examlna‘non was made for the purpose of formlng an opinion on the basm ﬁnanc1a1 statements, taken as a
whole. The 1nformat10n contained in Schedules I and II 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 of
' the Securities and Exchange Commission. Such information has been subjected to the auditing procedures

" applied in the examination of the basic- financial staternents and, in our opinion, is fairly stated in all material

: ‘I‘t—& .

- il

ol

E

_«Tespects in r_elatlon to the basw ﬁnan01a1 statements taken as a whole.

.Rider Kenley & Assoc1ates -
January 18,2002

CERTIFIED PUBLIC, ACCOUNTANTS - 5 A PROFESSIONAL CORPORATION

3091 EAST 98TH STREET « ‘SUITE 150+ INDIANAPOLIS, IN 46280 o 317-582-3000 » FAX 317-582-3010 - -
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SYCAMORE FINANCIAL GROUP -
STATEMENTS OF FINANCIAL CONDITION
: December 31, 2001 and 2000 ‘

2000 2000 0

$ 1501

[P

L ‘__Investment Securities (Note 2) R Lo el 191,628 0 403,374
- Other Investments Not€ 3) ~ .~ .~ . " 4604 © 4,604
Deposits with Clearing Orgamzations and ‘ o S B

- Correspondent Brokers - ‘ o - 15,409 14,781
- Receivable from Brokers and Dealers (Note 4) S ‘ 1,517 940
~ Notes Receivable - Related Parties (Note 5) . _ o -0 8,836
4 fOfﬁce Furniture, Fixtures and Equipment . A
- (Less Accumulated Deprec1at10n of $113 614 and $104 007) - 5,168 - 8,250
_-Prepaid Expenses T , 13,628 4,856
, Prepaid Rent .. . o ’ 3,325 3,325
" Deferred Income Tax Beneﬁt ‘ . 3,064 -0-
~ Total Assets $248.046

$450.467

ety e’ ! - .

LIABILITIES AND STOCKHOLDERS' EQUITY -

N ]

(d

3"

- Payable to Brokers and Dealers (Note 4) $32,745 $ 34,829
-Accounts Payable, Accrued Expenses and Other Liabilities 25,112 63,879
Total Liabilities | | - o 57,857 | 98,708
* Stockholders' Equity |
Common Stock (Authorized 10,000 shares, issued ) :
» - and outstanding: 4,392 in 2001 and 6,615 in 2000) $ 43,897 146,093
... Additional paid in capital ' 27,300 27,300
Treasury Stock (790 shares purchased) (22,257) (22,257)
Retained Earnings 141,249 200,623
Total Stockholders’ Equity 190,189 351,759
Total Liabilities and Stockholders’ Equity $248.046  $450.467

- The accompanying notes are an integral part of these financial statements.
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3 .- Commissions, marks and fees e e 1,293, 780"
?‘.’.'j“;Investment1ncome (loss) e R (63 209)
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 SYCAMORE FINANCIAL GROUP o
. STATEMENTS OF INCOME "
For the Year Ended December 31 2001 and 2000

s H-REVENUES, -

i éooi B

rzdoo‘

$ 2390
1482042 00 L
12907

7"—}'{"‘_"_T0ta1Revenue L o . R - | ,1’254’704

~ EXPENSES

.,,:if.'_“iEEmployee compensatxon and benefits k' '_ o 73,628
7 Commissions . e - 1,013,685
““Rent (equipment and occupancy) ' - - 66,000

Telephone, telegraph and postage - . - ~ 11,945

“. - Depreciation and amortization _ 9,607
~ Promotional expense : - o ., 33,158
.- Property Taxes - ‘ - 6,894
' Other operating expense - __ 68,778

1517341 |

73,999
1,207,332
66,206
8517
22,832
20,003
6,399
. 78,289

1,483,577

- Total Expenses | | O 1283.695

- ...\Iric_ome (loss) Before Income Tax : - (28,991)
- Income Tax Benefit (Expense) (Note 6) . . 6715

"'Y'Neflncome (Loss) ’ _ - » . §g2222761 »

33,764

‘ (8,655)
'$25.109

| Eafrﬁng'(loss) per share of common stock ‘ $_(5.07)

- The accompanying notes are an integral part of these financial statements.
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' SYCAMORE FINANCIAL GROUP

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

For the Year Ended December 31, 2001 and 2000

o _B’alanc"és‘ at ‘Jéuiuary’ 1 ‘20"00"‘
, »‘Addmonal Paid i in Cap1ta1 v
- .~ Stock Issue -
Repayment -
Net Income - 2000 " -
.December 31, 2000

Additional Paid-In Capital

Purchase of Shares

. Stock issue -

Net Loss - 2001

Balances-at December 31, 2001

o Additidnal'

Cap1ta1 . T‘Treasury . Paid-In’ Retained
- Stock *. - Stock Capital - - Earnings
$146 093. (22257)  $27,300 - 8175514
- 25,109
146,003 (22257) 27300 200,623
(102,196) - (37, 098)
— 22276
$43.897  $(22257) $27.300  $141.249

o The accompanying notes are an integral part of these financial statements. -

5



SYCAMORE FINAN CIAL GROUP :
~ STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2001 and 2000

o 2001 | '_ 2000

3 ,’ CashFlowsFromOpera’uons LT e T L ARt S
L " "Net Income. (Loss) Lt $(,22>27»6);ﬂ“1 . $25,/109 LT
’ Adjustments to. Reconcrle Net Income Ce s T RO o h e o ’_ IRNCER
Vo to Net Cash Provrded by Operatlng Actlvmes Ll )
:’_Deprecratron and amortization * S e E 9607 22 832 5
. f.-‘l(Increase) decrease 1n broker deposrt L o ; (628) L (747)
i -+ (Increase) decrease in net receivables SRR CRI ,' R CYV) B .4 384
1+ (Increase) decrease in prepaid expenses - .o CU8772) 1236
- Increase (decrease) in deferred i mcome tax beneﬁt. - S (6064 e
g0 . Increase (decrease) in payables = - L (2084 - (12279 -
= V‘Increase (decrease) in accruals T (38,767) - 26,099 -
ii j Net cash provrded (used) by operatlng actrvrtres L !66,561) | '66,634
I Cash Fl_ows From Investing Activities : o ; ,
1 . Purchases of capital assets ' ‘ - (6,525) (8,754)
4 Disposition of capital assets ' S - — --
B ‘ Investment securmes (purchased) sold _ ‘ - 211,746 (234,488)
= ‘ 'Net cash provi_ded (used) by 1nvestmg activities 205,221 (243,242)
3 © " Cash Flows From Financing Activities ' .
o ‘Note Receivable - related party . 8,836 8,525
5 .. Reduction of long-term debt . - - ---
1 Stockissue/ (Purchase of Treasury Stock) - (139294) 88,500
o Add1t10nal pald in capltal , g -
] 3 Net cash prov1ded (used) by ﬁnancmg actrvrtles ' (130.458) | 97,025
L Net Increase (Decrease) in Cash » » 8,202 (79,583)
1 CashatBeglnmngofPerrod s 81,084
3 CashatEndofPeriod I $9703  §1501
_ | Supplemental Drsclosure of Cash Flow Informatlon
E I Cash Paid Durmg the Year for C o e o
kol - Interest - S o ~ . 555 906
o Taxes . S L L o $8217 $ 4,558

- The _accompanying‘ notes are an integral part of these financial statements.

6




b

LIl

il

(IR | Pt

W R .

'SYCAMORE FINANCIAL GROUP . -
Notes to Financial Statements
DeCember 31,2001 and 2000

'f g NOTE 1- ACCOUNTING POLICIES

o __Sycamore F1nanc1al Group is a securltles brokerage firm. Currently the firm does not self-carry any securmes o

* - accounts except through their correspondent Southwest Securities Corporation. The firm also deals d1recﬂy

" with certain firms for mutual funds, unit trusts, gold and srlver Sycamore Fmanmal Group malntarns no
physical securities, client cash or margrn accounts. S

* The firm has branch ofﬁces in Anderson and Muncie, Indiana, whrch run all transactions through the Kokomo
* office. Kokomo pays the branches commrssrons earned once each month. The ﬁrm provides no overhead
' contnbutlon to the branches ‘

- ’The cost of fumiture and ﬁxulres, equipment, bnildings, and improvements is depreciated over the estimated
‘useful lives of the related assets. Depreciation is computed on the straight-line, ACRS, and MACRS methods

for financial reporting and income tax purposes. Use of these methods does not result in a material departure
from generally accepted accounting principles.

'NOTE 2 - INVESTMENT SECURITIES

' ‘At December 31, 2001 and 2000,‘ securities are stated at current market value. The resulting difference between
cost and market is ineluded in income.

' NOTE 3 - OTHER INVESTMENTS

Represents an investment in Denny, Inc., a corporate joint venture, in which the company has a 50% interest at
December 31, 2001 and 2000. ‘The investment is carried at cost, adjusted for the Company's proportionate share
of their undistributed earnings or losses, and amortization of excess of cost over equity acquired. :

NOTE 4 - RECEIVABLES/PAYABLES FROM/TO BROKERS

Receivables from brokers represent commissions due and accrued to Sycamore Financial Group from their
correspondents. - The payable to brokers is commission due to the brokers at the Anderson and Muncre '

- Branches and registered representatlves at the Kokomo main office.
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© . NOTE5.NOTES RECEIVABLE - RELATED PARTIES S

"Note received from sale of land and buildingtoa .~

“related party partnership bearing interest at 9% per ~ )

- annum. Payments of $9631 17-will be received .-

. annually for 10 years starting July 1,1992. After -

- 1997, balance also reflects advances to Company’s ] - SRR |
" stockholder with discretionary payments being received. <0 8,836

" Total income tax expense. -

© SYCAMOREFINANCIAL GROUP = -
- NOTES TO FINANCIAL STATEMENTS ' - ©
- December31,2001and 2000 - .

2000 20000

' NOTE 6 - INCOME TAX EXPENSE

- ' Deferred income taxes arise from timing differences resulting from income and expense items reported for
. financial accounting and tax purposes in different periods. Deferred taxes arising from timing differences that
:. . are not related to an asset or liability are classified as current or noncurrent depending on the periods in which
- ~the timing differences are expected to reverse. ' I ' A :

" The components of income tax expense are: ‘ ‘
T - : . 2001 2000
- Foreign taxespaid ' ' $ -0- $ -0-
- Currently payable : . $9,515 $ 8,441
" Deferred taxes/ (credit) due to timing difference 16,230 214
o S , 6,715 $ 8.655

'The priricipal sources of timing differences are accounting methods used to value investments at market for
. book purposes and at cost for income tax purposes. - -

'NOTE 7 - LEASES

. - The Company leases office Space located at 2713 Rockford Lane in Kokomo, Indiana from the sharehbl,‘der of
" the Company under an operating lease which expires on January 1,2002. The rental rate per square foot of

space is at market value for the geographic area. The lease contains a provision for annual renewals with the

same terms and conditions except for the rental rate. Future renewal rates will reflect changes in the CPI or will

~ be based on mutually agreed upon amounts. The Company paid $66,000.00 in rent for the year ended 2001 and

2000. The Company subleases part of the space to other professionals on a year to year basis. Both the rental

. payments made and sublease rental payments received are shown separately.
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' SYCAMORE FINANCIAL GROUP © -
- NOTES TO FINANCIAL STATEMENTS
December 31,2001 and 2000 *

B ‘,«_:_NOTE 8 — RELATED PARTY TRANSACTION

In October of 2001 the company s sole stockholder purchased 3000 shares of stock and 11 500 warrants of , :
o NASDAQ from the company. As payment for these securities the stockholder exchanged 2,222 2924 shares of o
e ,‘LSycamore Financial Group « common stock. The orrgmal cost of the NASD. securities in September of 2000 was
$199,100.00. The sale resulted in a loss of $59,806.71 and was based on the change in shareholder equity of the
o NASDAQ balance sheet from the 1n1t1a1 purchase to the sale in October 2001
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Lok SYCAMORE FINAN CIAL GROUP i
COMPUTATION OF NET CAPITAL REQUIREMENTS

4 Total ownershxp equxty from Statement of
" Financial Condition © "~ SN
2. . Deduct ownershlp equxty not allowable for ‘ f
" Nét Capital_- |
Total ownershlp equxty quahﬁed for Net
- Capital - ‘
S Add SRR .
. A. Liabilities subordmated to clalms of

December 31,2001 -
.. Schedule I

L $190,i89 o

8190,189

general creditors allowable in computatmn

of net capital ~ -

_ B. Other-deductions or allowable credtts
= Total capital and allowable subordmated
. "_hablhtles e

" Deductions and/or charges
A. Total nonallowable assets from Statement

- of Financial Condition
B. Secured demand note deficiency

C. Commodity futures contracts and s_pot'
commodities-proprietary capital charges

D. Other deductions and/or charges

~ Other additions and/or allowable credits

Net capital before haircuts on securities
positions ’
Haircuts on securmes (computed, where

o applicable pursuant to 15¢3-1 ((f))
" A. Contractual securities commitments

B. Subordinated securities borrowings -
C. Trading and investment securities ‘
1. Exempted securities
2. Debt securities
3. Options
4. Other securities
D. Undue Concentration
E. Other ’
Net Capital

L

_,‘_

=
Nell
(=]
—
o0

N

$31,306

(31,306)

158,883

(29,626)
" §120257

COMPUTATION OF NET CAPITAL REQUIREMENTS

' $3.,856

' Mlmmum net capltal requested (6- 2/3% of line 19)
Minimum dollar net capital requirement of reporting
broker or dealer and minimum net capital requirement o _
of subsidiaries’ computed in accordance with Note A) o S 50,000 -
- Net capital requirement (greater of line 11 or 12) - : - 50,000
. Excess net capital (line 10 less 13) ‘ 79,257
‘Excess net capital at 1 000% (lme 10 less 10% oflme 19) 123,471

11




SYCAMORE FINANCIAL GROUP
_ COMPUTATION OF CAPITAL REQUIREMENTS
December 31 2001

DU ] Fro A,

' COMPUTATION OF AGGREGATE INDEBTEDNESS

16, -TotalAl habﬂmes from Statement of _ LT S

" " Financial Condition. S R | r$'5v7,g5.7“._]

17, Add Lol RO a
.. A. Drafts for 1rnmed1ate credit - s e

" B. Market value of securities borrowed for .

[

e o whrch no equivalent value is paid or credited $ -
“'j .7 - C. Other unrecorded amounts (List) ‘ B -
-4 [ 19.  Total aggregate indebtedness . ‘ . - $57.857
3 - 20.  Percentage of aggregate indebtedné_ss_ to net ( _ :
3 capital (line 19 divided by line 10) . S 44.76%
-« 21, Percentage of debt to debt + equity total ' , ‘
; o ' 'computed in accordance with Rule 15¢3- 1(d) o 23.32%

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

° PartB |
~ Not applicable

- (“ U *-]'A "

" Note: Difference between this Schedule I and the December 3 1,2001 Focus IIA report resulted from $3,064 of
‘audit adjustments. This decreased net capital by $3,063 in total.

e

o Exemption from SEC Rule 15¢3-3: Sycamore Financial Group holds no customer securities or funds due to a
- restrictive agreement maintained by the firm. '

| Exemptioh from schedule of segregation requirements and funds in segregation pursuant to Commodity
 Exchange act: Sycamore Financial Group has no dealings in commodities.

o

12
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" INDEPENDENT AUDITOR'S REPORT ON INTERNAL ACCOUNTING CONTROL
o REQUIREDBYSECRULEI7A-S L

" To the Board of Directors and Stockholdersof

.\, Sycamore Fifancial Group -~ =" o0t

L "~'.'Wé‘h'ave éxamine_:d_ the ;ﬁna.ncial st_-atemént_s“df Sycamore .Financial G‘roup‘.’for ﬂie ye.ar‘ended'_ ‘Dcéer'nbe"rﬁ 31,
72001, and have issued our report thereon dated January 18, 2002. As part of our examination, we made a study -

and evaluation of the company's system of internal accounting control (which includes the procedures for

- safeguarding securities) to the extent we considered necessary to evaluate the system as required by generally
"~ “accepted auditing standards. The purpose of our study and evaluation, which ‘included obtaining .an
" ‘understanding - of the accounting system, was to determine the nature, timing, and extent of the auditing
-+ procedures necessary for expressing an opinion on the consolidated financial statements. . S

‘Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a study of the ’
- practices and procedures (including tests .of compliance with such practice and procedures) followed by
. Sycamore Financial Group that we considered relevant to the objectives stated in rule 17a-5(g), (1) in making

‘the periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and the reserve
‘ ‘required by rule 15¢3-3(e); (2) in making the quarterly securities examinations, counts, verifications and
" comparisons, and the recordation of differences required by rule 17a-13; (3) in complying with the requirements
-~ for prompt payment for securities under section 8 of Regulation T of the Board of Governors of the Federal

" Reserve System; and (4) in obtaining and maintaining physical possession of control of all fully paid and excess
.~ margin securities as required by rule 15¢3-3.

*The ‘management of the Company is responsible for establishing and maintaining a system of intemal
- accounting 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 control 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 Commission's above-mentioned

objectives. The objectives of a system 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.

CERTIFIED PUBLIC ACCOUNTANTS 18 A PROFE’S‘SIONALvCORPORAT‘ION;v.

- 3091 EAST 98TH STREET o SUITE 150 « INDIANAPOLIS, IN 46280 - « 31?;582-3000 « ‘FAX 317-582-3010
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Rule 17a- S(g) hsts addrtronal objectrves of the practrces and procedures hsted in the precedmg paragraph

Because of 1nherent hmltatrons in any 1nternal accountmg control procedures or the practrces and procedures;.‘,_
.-referred to above, errors or 1r1egu1ar1tres may nevertheless occur and not be detected - Also, projection of any .
evaluatron of them to future periods is ‘stbject to ‘the risk that they may become 1nadequate because of changes -
1n condltlons or that the degree of comphance wrth them may detenorate PR : - :

Our study and evaluatron made for the hmrted purpose descnbed in the ﬁrst paragraph would not necessanly
drsclose all material weaknesses in the system Accordingly, we do not express an opinion on the system of
1nternal accountlng control of Sycamore Financial Group taken as a whole However our study and evaluatlon
drsclosed no condrtlon that we believed to be a materral weakness : ‘

ﬁiiilv |

We understand that practrces and procedures that accompllsh the objectrves referred to in the second paragraph
,>0f this report are considered by the Commission 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
S December 31, 2001 to meet the commission's objectrves

el H

f 'This report is intended solely for the use of management, the Securities and Exchange commission and the
- National Association of Security Dealers and should not be used for any other purpose.

" Rider Kenley & Assocrates
- January 18,2002
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