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ll, John C. Ruckenbrod _ , swear (or affirm) that, to the best of my knowledge and belief the accompanying financial
statement and supporting schedules pertaining to the firm of Financial America Securities, Inc. , as of September
0,2001 ,-are true and correct. I further swear (or affirm) that neither the company nor any partner, proprietor, principal
fficer or director has any proprietary interest in any account classified solely as that of a customer, except as follows:

OATH OR AFFIRMATION

NN/ )

“Signatute””
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[ et
4

Title

vy ) Z , CAROLYN R. JEDLICK
‘ . A
4/& ,,6/ %&Z Notary Pubiic, State of Qhio
tary Public Recorded in Cuyahoga Cty.

| / L My Comm, Expires 1 1*03.&*

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 Stockholders' Equity or Partners' or Sole Proprietor'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

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-3
and the Computation for Determination of the Reserve Requirement 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) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

A report describing any material inadequacies found to exist or found to have exited since the date of the
previous audit.

Rlbdb] OO Ebd b bl bel el el bedle]

=
A

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




iNCORPORATED

October 23, 2001

To the Stockholders

and Board of Directors

Financial America Securities, Inc.
Cleveland, Ohio

Independent itors' Report

We have audited the accompanying statement of financial condition of Financial America Securities, Inc. as of
September 30, 2001 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. 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 generally accepted auditing standards. 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 also includes assessing the accounting principles used and significant estimates made by N
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 condition
of Financial America Securities, Inc. as of September 30, 2001 and the results of its operations and its cash flows for the
year then ended in conformity with generally accepted accounting principles.

Aot @ Lharyds Conspomsp Jom

William C. Skaryd & Company, Inc.

CERTIFIED PUBLIC ACCOUNTANTS
25000 Center Ridge Road Westlake, Ohio 44145-5687 440-871-3724 Fax: 440-871-5419

Member American Institute of Certified Public Accountants / Ohio Society of Certified Public Accountants
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FINANCIAL AMERICA SECURITIES, INC.

FORM X-17A-5

STATEMENT OF FINANCIAL CONDITION

September 30, 2001
ASSETS Allowable Non-allowable Total
Cash $ 50,442 $ - p 50,442
Receivables from brokers or dealers:

Clearance account 121,487 - 121,487
Securities owned - at market value 23,512 8,300 31,812
Other assets:

Commissions receivable 29,199 - 29,199

Furniture and equipment - net of depreciation - 13,019 13,019

Federal income tax refund - 12,225 12,225

Note receivable - officer : - 107,617 107,617

Miscellaneous 50,000 10,899 60,899

Deferred Federal income tax - 2,200 2,200

Total assets 274,640 154,260 428,900
LIABILITIES AND STOCKHOLDERS' EQUITY -
AL Non- AL
Liabilities Liabilities Total
Liabilities: 1

Accounts payable $ 50,692 $ - $ 50,692

Payable to broker or dealers 39,170 - 39,170

Accrued expenses 12,334 - 12,334

Securities sold, not yet purchased - 1,675 1,675

Estimated liability for federal income tax - - -

Liabilities subordinated to claims of general creditors

Includes equity subordination under
15¢3-1(d) of $75,000 - 75,000 75,000
Total liabilities § 102,196 $ 76,675 $ 178,871
Stockholder's Equity:
Class A common, without par value
Authorized 700 shares, issued and outstanding
521 shares, stated value 781

Additional paid in capital 227,936

Retained earnings 129,876

Less: Treasury stock - at cost (108,564)

Total stockholders' equity 250,029
Total liabilities and stockholders' equity $ 428,900

The accompanying notes are an integral part of these financial statements

A




FINANCIAL AMERICA SECURITIES, INC.
FORM X-17A-5
STATEMENT OF INCOME

For the Year Ended September 30, 2001

Revenue:
Commissions:
Commissions on transactions in listed equity
securities executed on an exchange b 59,989
Commissions on transactions in exchange listed
equity securities executed over-the-counter 1,411,073
All other securities commissions 766,410
Total securities commissions 2,237,472
Net gains on firm security investment accounts -
including unrealized gains (losses) 64,207
Fees for account supervision, investment advisory
and administrative services 179,038
Other revenue related to securities business 206,013
2,686,730
Expenses:
Registered representatives’ compensation 1,418,476
Clerical and administrative employee expense 379,644 -
Taxes and other employment costs ' 92,105
Commissions and other clearance paid to all other brokers 23,743 )
Clearance paid to non-brokers 322,479 !
Communications 27,470
Occupancy costs 72,417
Promotional costs 3,194
Regulatory fees 14,650
Professional fees 55,963
Insurance 7,262
Interest 19,779
Dues and subscriptions 33,952
Equipment expense 8,155
Quotation expenses 121,969
Branch office expense 75,035
Other expenses 94,001 ‘
Total expenses 2,770,254
Net income before provision for taxes on income - (83,564)
Provision for taxes on income {12,948)
Net income § (70,616)

The accompanying notes are an integral part of these financial statements

r




FINANCIAL AMERICA SECURITIES, INC.

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

Balance - beginning

Additions:
Net income for the year

Deductions:
Dividends paid

Balance - ending

STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

Balance - beginning

Increases:
Issuance of subordinated notes

Decreases:
Payment of subordinated notes

Balance - ending

The accompanying notes are an integral part of these financial statements

FORM X-17A-5

For the Year Ended September 30, 2001

For the Year Ended September 30, 2001

rd

320,645

(70,616)

250,029

250,029

75,000

75,000




FINANCIAL AMERICA SECURITIES, INC.
FORM X-17A-5

STATEMENT OF CASH FLOWS

For the Year Ended September 30, 2001

Cash flows from operating activities:
Net income (loss) $  (70,616)
Adjustments to reconcile net income to cash
provided by operations:

Depreciation expense $ 3,526
Decrease (increase) in receivables from brokers or dealers 94,396
Decrease (increase) in securities owned 72,694
Decrease (increase) in commissions receivable 37,519
Decrease (increase) in income tax refunds (12,225)
Decrease (increase) in other assets (2,637)
Increase (decrease) in accounts payable (50,171)
Increase (decrease) in payables to broker or dealers (67,455)
Increase (decrease) in accrued expense (9,542)
Increase (decrease) in income tax liability (2,750)
Increase (decrease) in securities sold, but not yet purchased 1,051
Total adjustments 64,406
Cash flows from operating activities (6,210)
Cash flows from investing activities:
Purchase of equipment (14,016)
Decrease in notes receivable 34,597 20,581
Cash flows from investing activities: 20,581

Cash flows from financing activities:
Dividends paid
Cash flows from financing activities:

Decrease in cash 14,371
Cash balance - beginning 36,071
Cash balanée - ending $ 50,442

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




FINANCIAL AMERICA SECURITIES, INC.
FORM X-17A-5

NOTES TO FINANCIAL STATEMENTS

Note 1. NATURE OF BUSINESS

The Company operates principally in the security industry as a broker-dealer and is on a fully-disclosed
basis with Dain Correspondent Services Corporation.

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Securities transactions and related commission revenue and expenses are recorded on a settlement-date
basis, generally the third business day following the date of the transaction. Syndication and underwriting
revenue and expenses are recorded upon completion of the related security offerings.

B. Securities and investments not readily marketable include: (a) securities for which there is no market on a
securities exchange or not more than two publicly quoted markets; (b) securities which cannot be publicly
offered or sold unless registration has been effected under the Securities Act of 1995; and (c) securities and
investments which cannot be offered or sold because of other arrangements, restrictions, or conditions
applicable to the securities and investments or to the Company.

C. Depreciation has been provided on the straight-line and declining balance methods over the estimated
useful lives of the various assets.

D. Maintenance, repairs, and minor renewals are charged against earnings when incurred.

E. The preparation of financial statements in conformity with generally accepted accounting principles
requires the use of estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates. Any adjustments applied to estimated
amounts are recognized in the year in which such adjustments are determined.

Note 3. OFFICE AND EQUIPMENT LEASE OBLIGATION

The Company leases stock quotation office equipment under operating leases which expire during the next
two years. In addition, the Company’s office space in Cleveland, Ohio is on a month-to-month basis and
there are three years remaining on the office lease in Rocky River, Ohio. Estimated future minimum lease
payments for the next four years are as follows:

Year ended
September 30
2001 $ 35,677
2002 34,230
2003 15,420

Office and equipment rent expense for the period ended September 30, 2001 was $103,060.




Note 4.

Note 5.

Note 6.

Note 7.

Note 8.

FINANCIAL AMERICA SECURITIES, INC.
FORM X-17A-5
NOTES TO FINANCIAL STATEMENTS

NOTE RECEIVABLE - OFFICER

At September 30, 2001, $107,617 is due on a non-interest bearing demand note.

SUBORDINATED BORROWINGS

Borrowings subordinated to the claim of general creditors are as follows:

Borrowings Lender Maturity Date Amount Interest
Cash Carol E. Rogerson 9/30/2002 $40,000 12%
Cash Vic Lofgren Jr. 9/30/2002 33,000 12%

b 715.000
NET CAPITAL

Pursuant to the net capital provisions of Rule 15¢3-1, of the Securities and Exchange Commission, the
Company is required to maintain a minimum net capital, as defined. Net capital and the related net capital
ratio fluctuate on a daily basis. At September 30, 2001, the Compary had net capital and net capital ‘
requirements of $167,242 and $100,000 respectively. The Company's net capital ratio was .6111 to 1 and
the Company had excess net capital of $67,242.

INCOME TAXES

The provision for taxes on income is comprised of the following;

Currently due (refundable) $ (10,748)
Deferred (2,200)
8 (12,948)
REPORT DISCLOSURE

Financial America Securities, Inc. Focus Report (FormX-17A-5) for the year ended September 30, 2001 to
the Securities and Exchange Commission is available for examination and copying at the principal office of
the Company in Cleveland, Ohio and at the Chicago, Illinois regional office of the Commission.




INCORPORATED

October 23, 2001

To the Stockholders and

Board of Directors

Financial America Securities, Inc.
Cleveland, Ohio

We have audited the financial statements of Financial America Securities, Inc. for the year ended September
30, 2001 and have issued our report thereon dated October 23, 2001. Our audit was made for the purpose of
forming an opinion on the basic financial statements taken as a whole. The information contained on pages
11 and 12 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 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.

ALlinm & Lyl By, .

William C. Skaryd & Company, Inc.

10




FINANCIAL AMERICA SECURITIES, INC.

FORM X-17A-5

September 30, 2001

COMPUTATION OF NET CAPITAL

Total stockholders' equity from statement of
financial condition

Add: Liabilities subordinated to claims of
general creditors allowable in computation
of net capital

Total capital and allowable subordinated liabilities

Deductions and/or charges:

Total non-allowable assets from statement of
financial condition

Net capital before haircuts on securities positions

Haircuts on securities:
Securities
Undue concentration

Net capital

$

3,527

230,029

75.000

325,029

154,260

170,769

3,527

167,242

RECONCILIATION OF NET CAPITAL PURSUANT TO RULE 17A-5(d)(4)

Net capital per unaudited broker dealer computation
Audit Adjustments:

Deferred Federal income tax
Reduce Federal income tax refund
Increase non-allowable assets

Net capital per andited computation above

11

$ 167,242
2,200

(775)

(1,425)

$ 167,242




FINANCIAL AMERICA SECURITIES, INC.
FORM X-17A-5
September 30, 2001

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required (based on Aggregate Indebtedness) $ 6,813
Minimum dollar net capital requirement of reporting

broker or dealer $ 100,000
Net capital requirement $ 100,000
Excess net capital $ 67,242
Excess net capital at 1000% 3 157,022

COMPUTATION OF AGGREGATE INDEBTEDNESS ’

Total A L liabilities form Statement of Financial Condition » $ 102,196
Ratio of aggregated indebtedness to net capital 6111101
Percentage of debt to debt-equity total 23.83%

CLAIM FOR EXEMPTION UNDER RULE 15¢3-3

(K)(2)(B) - All customer transactions cleared through another broker-dealer on a fully disclosed basis.

Name of clearing firm - Dain Correspondent Services Corporation.
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October 23, 2001

To the Stockholders and

Board of Directors

Financial America Securities, Inc.
Cleveland, Ohio

In planning and performing our audit of the financial statements of Financial America Securities, Inc. for the
year ended September 30, 2001, 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 control structure.

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 test of compliance with such practices and procedures) followed by
Financial America Securities, Inc. that we considered relevant to the objectives stated in rule 17A-5 (g) (1) in
making the periodic computations of aggregate indebtedness (or aggregate debts) 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 recording of differences required by rule 17A-13 (3) in
complying with the Federal Reserve System; and (4) in obtaining and maintaining physical possession of
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 the preceding paragraph. In fulfilling this responsibility,
estimates and judgments 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
Commission'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 preparation of financial statements in conformity with generally accepted accounting principles. 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 of the practices and procedures referred to
above, errors or irregularities may not be detected. Also, projections of any evaluation of them to future
periods is subject to risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design an 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 weakness under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design of 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 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 September 30, 2001 to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, the New
York Stock Exchange and other regulatory agencies which rely on Rule 17A-5(g) under the Securities
Exchange Act of 1934 and should not be used for any other purposes.

William C. Skaryd & Company, Inc.
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