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INDEPENDENT AUDITORS' REPORT

Mr. Frank W. Betley
F. W. Betley & Associates

We have audited the accompanying balance sheet of F. W. Betley & Associates as of December 31, 2002 and the
related statements of income, changes in proprietor's equity and cash flows for the year then ended. These
financial statements are the responsibility of the Company's management. Qur responsibility is to express an
opinion on these financial statements based upon our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States. 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 F. W. Betiey & Associates as of December 31, 2002 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements, taken as a
whole. The supplementary data contained in Schedule 1 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 statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole. ‘

Bouomour & @c—w/\o&uj LLf
Bowman & Company LLP
Certified Public Accountants

Voorhees, New Jersey
February 4, 2003
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Our consideration of the internal control structure would not necessarily disclose all matters that might be
material weaknesses under standards established by the American Institute of Certified Public Accountants. A
material weakness i1s a condition in which the design or 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 December 31, 2002,
to meet the Commission's objectives.

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

Bawomowt me W’

Bowman & Company LL
Certified Public Accountants

Voorhees, New Jersey
February 4, 2003



Y

F. W. BETLEY & ASSOCIATES
BALANCE SHEET
DECEMBER 31, 2002

ASSETS
Current Assets
Cash $ 6,305.58
Investments 16,638.27
Property Plant and Equipment
Computer 2,437.46
Accumulated Depreciation (2,437.46)
Total Assets
CAPITAL
Proprietor's Equity

The accompanying Notes are an integral part of these Financial Statements.

$ 22,943.85

0.00

$ 22,943.85

_$2204385



F. W. BETLEY & ASSOCIATES
INCOME STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2002

INCOME

EXPENSES
Office Supplies $ 71289
Telephone 605.91
Filing Fees 1,281.00
Bank Charges 86.19

Total Expenses
NET INCOME FROM OPERATIONS

OTHER INCOME

Interest 12.58
Dividends 155.74

Total Other Income

NET INCOME

The accompanying Notes are an integral part of these Financial Statements.
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$ 7.218.17

2,685.99

4,632.18

__ 18832

$ 4,700.50
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F. W. BETLEY & ASSOCIATES
STATEMENT OF CHANGES IN PROPRIETOR'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2002

EQUITY, JANUARY 1, 2002
ADDITIONS

Net Income
REDUCTIONS

Proprietor's Withdrawals

EQUITY, DECEMBER 31, 2002

The accompanying Notes are an integral part of these Financial Statements.

$ 23,943.35

4,700.50

28,643.85

(5,700.00)
$ 22,943.85
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F. W.BETLEY & ASSOCIATES
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2002
Cash Flows from Operating Activities
Net Income ‘ $ 470050
Cash Flows from Investing Activities

Purchase of Investments (155.74)

Cash Flows from Financing Activities

Proprietor's Withdrawals (5.700.00)
Net Increase (Decrease) in Cash (1,155.24)
Cash Balance, January 1, 2002 7,460.82
Cash Balance, December 31, 2002 $ 6,305.58

The accompanying Notes are an integral part of these Financial Statements.
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Note 1:

Note 2:

E.W. BETLEY & ASSOCIATES.
NOTES TO FINANCIAL STATEMENTS

(SEE ACCOUNTANTS' REPORT)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Description of Business - F. W. Betley & Associates is a proprietorship registered as a broker-dealer
under the Securities Exchange Act of 1934 and has been engaged in the distribution of shares of
registered open-end investment companies or unit investment trusts.

Basis of Accounting - The accounts of the business are maintained on the accrual basis of accounting and
are in accordance with generally accepted accounting principles.

Property, Plant and Equipment - Property, plant and equipment are stated at cost. Major renewals and
improvements are charged to the fixed asset accounts while replacements, maintenance and repairs which
do not improve or extend the life of the respective assets are expended currently.

At the time properties are retired or otherwise disposed of, the property and related accumulated

depreciation and amortization accounts are adjusted. Gain or loss from retirements or sales is credited or
charged to income.

NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (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 (and the rule of the "applicable"
exchange also provides that the equity capital may not be withdrawn if the resulting net capital ratio
would exceed 10 to 1). At December 31, 2002, the Company had net capital of $22,611.08 which was
$17,611.08 in excess of its required net capital of $5,000. The Company's net capital ratio was 0 to 1.
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F. W. BETLEY & ASSOCIATES
COMPUTATION OF NET CAPITAL
AS OF DECEMBER 31, 2002
TOTAL PROPRIETOR'S EQUITY

Less

Haircuts of Securities - Trading
and Investment Securities

NET CAPITAL
NET CAPITAL REQUIREMENT

EXCESS NET CAPITAL

RECONCILIATION

Net Capital as Reported in Company's
Part llA (Unaudited) FOCUS Report

Adjustments:
Rounding

Net Capital per Above

The accompanying Notes are an integral part of these Financial Statements.

Schedule 1

$ 22,943.85

-~ (332.77)
22,611.08

5,000.00
$ 17,611.08

$ 17,611.00

0.08

$ 17,611.08
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F. W. BETLEY & ASSOCIATES
STATEMENT OF EXEMPT STATUS
AS OF DECEMBER 31, 2002

F. W. Betley & Associates (“the Firm™) is a sole proprietorship and is a registered broker-dealer under
the Securities and Exchange Act of 1934, The Firm is engaged in the distribution of shares of
registered open-end investment companies or unit investment trusts. The Firm does not handle, receive
or invest funds or securities for customers and is thereby exempt from the requirement for a computation
of determination of reserve requirements pursuant to Rule 15¢3-3, Subsection k-1. In addition, it is
exempt from reporting information relating to the possession or control requirements under Rule 15¢3-3.

During the year ended December 31, 2002, there were no material differences in the audited
computation of Net Capital and the Broker/Dealer’s unaudited Focus IIA.

The accompanying Notes are an integral part of these financial statements.



