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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Mira + Kolena, Ltd.
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OATH OR AFFIRMATION

I, William Faulkner swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Continental Capital Investment Services, Inc.

as of

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 soley as that of
a customer, except as follows:

December 31 x%2001

.

WILLIAM FAULKNEE
CHIEF FINANCIAL OFFICER

Tite
.~ Nouary Public
. DONALD L. GR!JVER
NOTARY PUBLIC, STATE OF OHIO

MY COMMISSION EXPIRES APRIL (&) 1@

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
_(d) Statemnent of GhaXzeX FXKEIREKHEIMIRBY. Cash Flow s.
(e) Statement of Changes in 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¢3-1 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 con-
-solidation.
() 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.
. (0)Independent Auditors' report on internal accounting controel.

0 HOHMOKMHEEKEER

Earlmsa:

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




Continental Capital Investment Services, Inc.
(formerly Sky Investments, Inc.)

Financial Statements
and Supplemental Information

For the Year Ended December 31, 2001

Table of Contents

Independent Auditors' REPOTT.........coiioiiriiniiriiriic ettt e e e e st e 1
Audited Financial Statements
Statement of FINancial CONITIO .....c.ccoiiiiriiiii ettt ettt e st sttt st et s et e bpe st et se st erasateneeneen 2
Statement 0f OPETALIONS .....c.cciiiiiiiitiiii bbb s er bbb s 3
Statement of Changes in StocKhOIAErs’ EQUILY .....c.ccuvireirinreiiiieii e e sttt s snee 4
Statement 0f Cash FLIOWS ..c..ooiiiii et et st et sr e st ebesae e besaesbesee s ne 5
NOtes 10 FINANCIAL STALEIMIENIS. ... ..ceiiiiiiiiiiiiiren e ie it ressressesrsesessbbaeeessbrsesinssasesesasbressssesnaasessissrnsessransessessnsesssesesesssnens 6
Supplemental Information
Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange Commission............ccccveeevenvnencne 10
Computation For Determination of Reserve Requirements Under Rule 15¢3-3 of the Securites and Exchange

COMUTUSSION ...voneteiererecnertaesteenrenateesraeeeeseuasenenstssesesesoseserssabesersshaasrn saaenreaas berarssebesmeeebaasnnstasssrnsssenennnssbne srtsransmeestas 11
Independent Auditors’ Report on Internal Control ...........cccovvviieiseirnierieeeeeern ettt se s vesesbesaserseseannsosesan 12




IR m

I _m
PUYEN ®

. o
‘g g%gmﬂmm
P50 S a

MIRA+KOLENA

Charles J. Mira, J.D., CPA
Thomas E. Kolena, CPA/ABV

Mira+Kolena, Ltd.
4841 Monroe Street
Suite 350

Toledo, Ohio 43623

419-474-5020
419-474-5072 Fax
mk@mirakolena.com

Member of:
American Institute
of Certified Public
Accountants

Ohio Society of
Certified Public
Accountants
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Board of Directors
Continental Capital Investment Services, Inc.

We have audited the accompanying statement of financial condition of Continental Capital Investment
Services, Inc. (formerly Sky Investments, Inc.) as of December 31, 2001, and the related statements of
operations, 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 Continental Capital Investment Services, Inc. as of December 31, 2001, 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 was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplemental information as listed in the accompanying table of contents 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 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 when considered in reiation to the basic
financial statements taken as a whole.

Voo + G U,

Toledo, Ohio
January 28, 2002




Continental Capital Investment Services, Inc.
Statement of Financial Condition

December 31, 2001

Assets
Current assets:
Cash and cash equivalents
Cash segregated for the benefit of customers
Accounts receivable:
Clearing organizations
Registered representatives
Affiliated company

Prepaid expenses
Total current assets

Property and equipment:
Furniture and fixtures
Leasehold improvements

Less accumulated depreciation
Net property and equipment

Other assets
Deposit:
Clearing organization
Lease

Deferred federal income taxes
Total other assets

Total assets

Liabilities and Stockholder's Equity
Current liabilities:
Accounts payable:
Accounts payable
Clearing organization

Accrued liabilities:
Commissions
Other

Total current liabilities

Stockholder's equity:
Common stock, no par value; 250 shares authorized
176 issued and outstanding
Paid-in capital
Accumulated deficit
Total stockholder's equity

Total liabilities and stockholder's equity

See accompanying notes to financial statements.
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95,054

623,875

360,767

T 263,108
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$ 21,547

46,371
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88,000
3,602,512

(2,978,466)
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Continental Capital Investment Services, Inc.
Statement of Operations

Year Ended December 31, 2001

Revenues:
Commissions:
Securities $ 3,133,005
Mutual fund 3,291,620
Insurance and annuities 5,444,265
Fee based 631,784
12,500,674
Management fees 210,000
Interest income 37,063
Loss on disposal of property and equipment (23,129)
Other 512,855
Total revenues 13,237,463
Expenses:
Commissions 10,850,041
Payroll 1,104,692
Bad debts 506,424
Equipment 228,261
Employee benefits 125,991
Occupancy 122,088
Corporate office charges 119,003
Depreciation 115,946
Payroll taxes and worker's compensation 71,068
Advertising, marketing and promotion 79,274
Communications and delivery 73,830
Professional services 60,659
Travel 52,830
Supplies 52,619
Regulatory fees , 36,776
Insurance 18,864
Dues and subscriptions 2,379
Miscellaneous ‘ 3,343
Total expenses 13,624,088
Loss before income taxes (386,625)
Provision (credit) for federal income taxes:
Current (25,425)
Deferred 3,612
(21,813)
Net loss § (364,812)

See accompanying notes to financial statements.
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Continental Capital Investment Services, Inc.

Statement of Changes in Stockholders' Equity

Year Ended December 31, 2001

Total
Common Paid-In Accumulated Stockholder's
Stock Capital Deficit Equity
Balance at December 31, 2000 $88,000 $ 3,475,000 $ (2,613,654) $ 949,346
Capital contributions 127,512 127,512
Net loss (364,812) (364,812)
Balance at December 31, 2001 $ 88,000 $ 3,602,512 $ (2,978,466) $ 712,046

See accompanying notes to financial statements.
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Continental Capital Investment Services, Inc.
Statement of Cash Flows

Year Ended December 31, 2001

Cash flows from operating activities:
Net loss $ (364,812)
Adjustments to reconcile net loss to net cash

flows used in operating activities:

Provision for bad debts 506,424
Deferred federal income taxes 3,612
Loss on disposal of property and equipment 23,129
Depreciation 115,946
Changes in assets and liabilities:
Cash segregated for customers 18
Accounts receivable (1,523,710)
Prepaid expenses 10,193
Deposits (7,600)
Accounts payable 35,009
Accrued liabilities 352,498
Net cash used in operating activities (849,293)

Cash flows from investing activities:

Capital expenditures (65,078)
Net cash used in investing activities (65,078)

Cash flows from financing activities:

Capital contributions 127,512
Net cash provided by financing activities 127,512
Decrease in cash and cash equivalents (786,859)
Cash and cash equivalents at beginning of year ’ 1,098,418
Cash and cash equivalents at end of year $ 311,559

Supplemental cash flow disclosure:
Cash paid to parent company during the year for income taxes ' § 84,078

See accompanying notes to financial statements.
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Continental Capital Investment Services, Inc.

Notes to Financial Statements

December 31, 2001

1. Summary of Significant Accounting Policies
Nature of Business and Ownership

Continental Capital Investment Services, Inc. (the "Company") is a broker-dealer registered with the Securities and
Exchange Commission (SEC). In December 2001, the Company changed its name from Sky Investments, Inc. to
Continental Capital Investment Services, Inc. The Company does not hold customer securities as the Company
clears all transactions with and for customers on a fully disclosed basis with a clearing broker. On March 15, 2001,
the Company was acquired by Continental Capital Corporation ("Continental”) from Sky Financial Group, Inc. for
$2,200,000 in cash and became a 100% owned subsidiary of Continental, a holding company of several financial
services-related businesses. Continental Capital Corporation operates five principal lines of business through its
subsidiaries, including general securities brokerage, investment banking, investment management, financial
advisory and business consulting. The Company's customer base is located throughout the United States.

In December 2001, all of the registered representatives at Continental Capital Securities, Inc. (“Securities), a broker-
dealer which is also a 100% owned subsidiary of Continental, were transferred to the Company, effective January 1,
2002. This change in operations has been approved by the National Association of Securities Dealers.

Use of Estimates

Management uses estimates and assumptions in preparing these financial statements in accordance with accounting
principles generally accepted in the United States of America. Those estimates and assumptions affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and
expenses. Actual results could vary from the estimates that were used as a basis for these financial statements.

Revenue Recognition

The clearing broker records customer securities transactions on a trade date basis. In December 2001, the Company
changes its method of recording commission revenue and expense to a settlement date basis. The effect of this
change in accounting does not have a material effect on the accompanying financial statements.

Cash for the Benefit of Customers

The Company is exempt from the segregation requirement of SEC Rule 15¢3-3 because the Company processes
mutual fund transactions through a (k)(2)(i) account maintained for the exclusive benefit of customers. Cash of $46
has been segregated in a special reserve bank account for the benefit of customers under SEC Rule 15¢3-3.

Property and Equipment

Property and equipment is stated at cost. Depreciation is recorded on the straight-line basis at rates based on
estimated useful lives of the assets.

Advertising Costs

The Company expenses advertising costs as they are incurred which amounted to $79,272 in the year ended
December 31, 2001.




Continental Capital Investment Services, Inc.

Notes to Financial Statements - continued

December 31, 2001

1. Summary of Significant Accounting Policies - continued

Concentration of Credit Risk

The Company maintains cash deposits in financial institutions which may at times exceed amounts covered by
insurance provided by the U.S. Federal Deposit Insurance Corporation. The maximum loss that would have
resulted from that risk is the excess of the deposits reported by the banks over the amounts that would have been
covered by federal insurance. The Company has not experienced any losses and believes it is not exposed to any
significant credit risk related to cash deposits.

Income Taxes

The Company files a consolidated federal income tax return with Sky Financial Group, Inc. for the period ended
March 15, 2001 and with Continental for the remainder of 2001. The federal income tax benefit is determined on a
separate company return basis, Deferred tax assets and liabilities represent the expected future tax effects of
temporary difference between items recognized differently in financial statements and tax returns.

Statement of Cash Flows

The Company considers cash on hand and short-term investments having an initial maturity of three months or less
as cash and cash equivalents for purposes of the statement of cash flows.

2. Clearing Agreement

The Company has entered into a fully-disclosed clearing agreement with National Financial Services Corporation
("NFSC"), whereby customer accounts are cleared and carried by NFSC. The agreement calls for the Company to
maintain a deposit balance in an account maintained by NFSC. The deposit amount according to the original
agreement was $50,000 subject to increase based upon volume or nature of transactions. The Company would be
responsible to deposit additional cash in an amount agreed upon by the Company and NFSC. At December 31,
2001, the Company had $50,000 cash on deposit to satisfy this requirement and this is included in other assets on
the December 31, 2001 statement of financial condition. The agreement remained in effect for one year from the
date of commencement and is currently automatically renewable for one-year periods, unless written notice of
termination is given by either party.

The Company has agreed to indemnify this clearing organization from damages or losses resulting from customer
transactions. The Company is exposed to off balance sheet risk of loss in the event that customers are unable to
fulfill contractual obligations including their obligations under margin accounts. The Company seeks to control the
nonperformance by its customers by requiring customers to maintain margin collateral in compliance with various
regulatory requirements and the clearing broker’s internal guidelines. The Company monitors its customers’ activity
by reviewing information it receives from its clearing broker on a daily basis and by requiring customers to deposit
additional collateral, or reduce positions, when necessary.

3. Federal Income Taxes

The federal income tax provision differs from the amount computed under the statutory rates due principally to
certain expenses which are not deductible for federal income tax purposes. The Company has recognized a deferred
tax asset of $4,400 at December 31, 2001 relating primarily to the expected future tax benefit related to depreciation
expense.




Continental Capital Investment Services, Inc.

Notes to Financial Statements - continued

December 31, 2001

4. Related Party Transactions

The Company leases its corporate office facilities from Continental on a month-to-month basis. Total payments of
$68,400 were made during the year ended December 31, 2001.

The Company makes and receives advances to companies affiliated through common ownership. Accounts
receivable due from an affiliated company was $12,926 at December 31, 2001. The Company made advances of
$504,398 to Continental during 2001 and a corresponding provision for loss has been recorded.

The Company charges a management fee to a company affiliated through common ownership for management and
administrative services which amounted to $210,000 for the year ended December 31, 2001.

5. 401(k) Plan

The Company has a 401(k) Plan which covers all permanent employees who meet eligibility requirements. The
Plan provides for a discretionary matching Company contribution which equals 50% of employee contributions up
to a maximum amount of 4% of an employee’s compensation. The Company contributed approximately $22,800 in
the year ended December 31, 2001.

6. Contingencies

The Company has various pending or threatened claims relating to various financial transactions involving current
and former registered representatives arising in the ordinary course of business. Management believes that the
Company is not responsible for any losses and plans to vigorously defend its actions. In addition, management
believes that the ultimate liability, if any, with respect to these actions will not have an adverse material effect on the
Company's financial statements.

- 7. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC rule 15¢3-1),
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 15 to 1. At December 31, 2001, the Company had net capital of $114,438
(3419,271 at December 31, 2000) which was $37,373 in excess of .its required net capital of $77,065. The
Company's net capital ratio was 10.10 to 1 (1.89 at December 31, 2000).
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Continental Capital Investment Services, Inc.

Computation of Net Capital
Under Rule 15¢3-1 of the Securities and Exchange Commission

December 31, 2001
Net capital:
Total stockholders' equity $ 712,046
Deductions of nonallowable assets:
Other unsecured receivables 259,696
Accounts receivable from affiliated company 12,926
Prepaid expenses 27,355
Net property and equipment 263,108
Deferred federal income taxes 4,400
Other 7,800
575,285
Other deductions - deductible amount of surety bond 19,000
Total deductions 594,285
Net capital before haircut on securities positions 117,761
Haircut on sweep account and money market fund 3,323
Net capital $ 114,438
Aggregate indebtedness $1,155,918
Computation of basic net capital - minimum net capital required § 77,065
Excess net capital $ 37,373
Ratio - aggregate indebtedness to net capital 10.10to 1
Reconciliation with Company's computation (included in
Part II of Form X-17A-5 as of December 31):
Net capital as reported in Company's Part II (unaudited) § 102,044
Haircuts on sweep account and money market fund (3,323)
Decrease in accounts payable 15,717
Net capital per above $ 114,438

-10 -




Continental Capital Investment Services, Inc.

Computation For Determination of
Reserve Requirements Under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2001

Sky Investments, Inc. claims exemption from Rule 15¢3-3 pursuant to subparagraph (k)(2)(ii) because the
Company does not carry customer accounts as the Company clears all transactions with and for customers on
a fully disclosed basis with a clearing broker.

S11-
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL

Board of Directors
Continental Capital Investment Services, Inc.

In planning and performing our audit of the financial statements of Continental Capital Investment Services,
Inc. (formerly Sky Investments, Inc.) for the year ended December 31, 2001, we considered its internal
control structure, 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 internal control. ‘

Also, as required by Rule 17a-5(g)(1) of the Secuirities and Exchange Commission, we have made a study of
the practices and procedures followed by Continental Capital Investment Services, Inc. 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 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 quarterly securities examinations, counts, verifications and
comparisons and the recordation of differences required by Rule 17a-13 or in complying with the
requirements for prompt payment of securities under Section 8 of Federal Reserve Regulation T of the Board
of Governors of the Federal Reserve System, because the Company does not carry security accounts for
customers or perform custodian functions related to customer securities.

The management of the Company is responsible for establishing and maintaining an internal control
structure and 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 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 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 contro! structure would not necessarily disclose all matters in internal
control that might be a material weakness 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 components does not reduce to a relatively low level the risk that errors or fraud in amounts
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Board of Directors Page 2
Continental Capital Investment Services, Inc.

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, 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 December 31, 2001 to meet the SEC’s objectives.

The report is intended solely for the information and use of the Board of Directors, 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 in their regulation of registered brokers and
dealers, and is not and should not be used for any other purpose.

Wouse + \(Qu-.\ Gt

Toledo, Ohio
January 28, 2002




