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OATH OR AFFIRMATION

I, _Peter Schofield , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Triumph Corporate Finance Group, Inc.
of Becember 31, ~~ ,2002

, as
_, 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:

“ZANCINE M. SALLUSTIL @’j"” Sctofany

Netary Public Sngn\ﬁture
M-y Com-mlssin Emr:e Controller
S3CRMO2Br LY. LLUT
Title

Notary Public

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

5 (a) Facing Page.

@ (b) Statement of Financial Condition.

@ (c) Statement of Income (Loss).

Gt (d) Statement of Changes in Financial Condition.

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

O () Statement of Changes in Liabilities Subordinated to Claims of Creditors.
0 (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.

O () 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

Gk () An Oath or Affirmation.
I (m) A copy of the SIPC Supplemental Report.
O (n) A-reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

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

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Triumph Corporate Finance Group, Inc.

We have audited the accompanying statement of financial condition of Triumph
Corporate Finance Group, Inc. (a Massachusetts corporation) as of December 31, 2002
and the related statements of operations, changes in stockholder's equity 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 U.S. 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 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
l respects, the financial position of Triumph Corporate Finance Group, Inc. as of
: December 31, 2002 and the results of its operations and its cash flows for the year then

l ~ended in conformity with U.S. generally accepted accounting principles. ‘

As discussed in Note 7 to the financial statements, the Company's sole shareholider and
related entities were named as defendants in criminal and Securities and Exchange
Commission ("SEC") actions alleging various criminal charges, violations of federal
securities laws and fraudulent investment conduct. The parties involved deny the
allegations and intend to vigorously contest the matter. The ultimate outcome of the

- lawsuits cannot presently be determined. Nevertheless, due to the uncertainties of these
Actions, the Company's operations may be materially be impaired if the defendants are
convicted or found liable.

Our audit was made for the purposes of forming an opinion on the basic financial
statements taken as a whole. The supplementary information contained on pages 12
through 14 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.

(lur ¢ Ponvad =7

Adler & Blanchard LLP
February 10, 2003

27 CAMBRIDGE STREET * BURLINGTON MA 01803 « TELEPHONE: (781) 273-0075 « Fax: {781) 229-8912 « Wses SiTe: wwv@abccpa.com



Assets

TRIUMPH CORPORATE FINANCE GROUP, INC.
STATEMENT OF FINANCIAL CONDITION
December 31, 2002

Cash and cash equivalents
Securities owned - at fair value

Prepaid taxes

Deferred tax asset

Total assets

Liabilities abd stockholder's equity

Liabilities

Accrued expenses

Total liabilities

Common stock, $.10 par value, 150,000 shares
authorized, 10,000 shares issued and outstanding

Additional paid-in capital

Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

See Accompanying Notes to Financial Statements

$ 135,037
35,000
4,753

1,017

$ 175,807

$ 1,800
1,800

1,000
7,000
166,007

174,007

$ 175,807



TRIUMPH CORPORATE FINANCE GROUP, INC.
STATEMENT OF OPERATIONS
For the Year Ended December 31, 2002

Revenues:
Advisory revenues $ 171,875
Interest income 1,609
Total revenues 173,484
Expenses:
Management fee 170,156
Regulatory expense 6,401
Total expenses 176,557
Loss from operations (3,073)

Other income (loss)
Unrealized depreciation of investments (11,100)

(14,173)

Provision for income taxes:

Federal -
State 1,256
Deferred tax benefit (1,017)
Total provision for income taxes 239
Net loss $ (14,413)
See Accompanying Notes to Financial Statements 5



TRIUMPH CORPORATE FINANCE GROUP, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
For the Year Ended December 31, 2002

Additional

Total
Common Paid-in Retained Stockholder's
Stock Capital Earnings Equity
Balance:

January 1, 2002 3 1,000 $ 7,000 $ 180,420 $ 188,420
Net loss - - (14,413) (14,413)
Balance:

December 31, 2002 3 1,000 $ 7,000 $ 166,007 $ 174,007

See Accompanying Notes fo Financial Statements




TRIUMPH CORPORATE FINANCE GROUP, INC.

STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2002

Cash flows from operating activities:
Net loss
Adjustments to reconcile net income to net cash
provided by operating activities:
Unrealized loss on investments
Increase in prepaid taxes
Increase in accrued expenses
Increase in deferred tax asset
Decrease in due to related entities
Decrease in accrued income taxes

Net decrease in cash

Cash and cash equivalents:
Beginning of the year

End of the year

SUPPLEMENTAL DISCLOSURES:

Cash paid for income taxes

See Accompanying Notes to Financial Statements

$ (14,413

11,100
(4,753)
1,800
(1,017)
(1,000)
(2,647)

(10,930)

145,967

$ 135,037

$ 8,656
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TRIUMPH CORPORATE FiNANCE GROUP, INC
NOTES TO FINANCIAL STATEMENTS

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business Activity

Triumph Corporate Finance Group, Inc. ("the Company"), a Massachusetts corporation,
is a registered broker dealer under Section 15(b) of the Securities Exchange Act of
1934. The Company primarily provides advisory services to corporate clients in various
locations throughout the United States.

The Company receives fees for financial advisory, monitoring, and placement services
directly from clients. The Company does not retain custody of any customer securities.

Cash and cash equivalents
Cash equivalents include short-term highly liquid investments purchased with remaining
maturities of three months or less.

Credit risk
The Company, in the normal course of business, maintains cash account balances in
excess of federally insured limits. The maximum loss that would have resuited from that
risk totaled $35,877 for the year ended December 31, 2002 for the excess of the deposit
liability reported by the bank over the amount that would have been covered by federal
insurance.

Investment in Securities

Investments in marketable securities are stated at fair value based on quoted market
prices for publicly traded securities or as determined by management in absence of
readily ascertainable market values. Investments in non-marketable securities that
represent less than 20% of a company's voting stock are valued at cost.

Revenue Recognition

Advisory fee revenues are recognized upon the closing of any debt or equity transaction
or on a monthly basis under the terms of the agreements. Revenue is not recognized for
an amount if its collectibility is not reasonably assured.

Use of Estimates

The preparation of the financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the amount reported in the financial statements and accompanying notes. Actual
results could differ from those estimates.




TRIUMPH CORPORATE FINANCE GROUP, INC
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes

The Company accounts for income taxes in accordance with Statement of Financial
Standards No. 109 "Accounting for Income Taxes" (SFAS 109). Under this method,
deferred tax assets and liabilities are determined based on the difference between the
financial statements and tax basis of assets and liabilities using enacted tax rates in
effect for the year in which the differences are expected to affect taxable income.
Valuation allowances are established when necessary to reduce deferred tax assets to
the amounts expected to be realized.

Current income taxes are based on the taxable income for the year, as measured by the
current year's tax returns.

Note 2. SECURITIES OWNED

Investments in securities consist of the following:
Marketable -

2.300 shares of The Nasdaq Stock Market, Inc., at fair market
value $ 23,000

Not readily marketable -

1,200 warrants of NASD, Inc. exercisable in four annual
tranches ending June 28, 2005, at estimated fair value 12,000

$ 35000

Note 3. MINIMUM CAPITAL REQUIREMENTS

The Company is subject to the Uniform Net Capital Rule pursuant to Rule 15¢3-1 under
the Securities Exchange Act of 1934, which requires the maintenance of minimum net
capital and that ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed fifteen to one (15:1). The required minimum net capital is the greater of the
amount calculated under the aggregate indebtedness method or the dollar amount,
$5,000. At December 31, 2002, the Company had net capital of $133,237, which was
$128,237 in excess of its required minimum net capital of $5,000. The Company’s net
capital ratio was .0135 to 1.



TRIUMPH CORPORATE FINANCE GROUP, INC
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Note 4. COMMON STOCK

In addition to 150,000 shares of voting common stock, 50,000 shares of non-voting

common stock with $.10 par value were authorized but not issued as of December 31,
2002.

Note 5. RELATED PARTY TRANSACTIONS

The Company receives advisory fees from related entities. During 2002, the Company
received advisory fees from portfolio companies of Triumph Partners Hll, L.P. One
hundred percent (100%) of all advisory revenues were received from this related entity.

The Company has a revenue and expense sharing agreement with Triumph Capital
Group, Inc. (“Triumph”). In accordance with this agreement, the Company paid Triumph
management fees of ninety-nine percent (99%) of the revenues collected, totaling
$170,156 during 2002. This agreement also provides for Triumph to pay all of the
Company’s non-regulatory operating expenses as such expenses become due and
payable by the Company. During 2002, Triumph paid $6,800 for audit and tax return
fees and $1,117 for fidelity bond coverage on behalf of the Company.

Note 6. DEFERRED TAX BENEFIT

The Company has net operating loss carry forwards totaling $4,329 that may be offset
against future federal and state taxable income. If not used, the carry forwards will
expire in 2022 for federal tax purposes and 2007 for state tax purposes.

QOperating loss

Federal State
Deferred tax asset - current $649 $368
Valuation aliowance $ - $ -

The Company has a capital loss carry forward of $25,789 which will expire in
2005. The future tax benefit of the capital loss carry forward of $3,868 and
$2,450 for federal and state tax purposes, respectively, has not been recognized
as of December 31, 2002.

Current period income tax expense was zero due to the operating loss.

10
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TRIUMPH CORPORATE FINANCE GROUP, INC
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Note 7. CONTINGENCIES

On October 10, 2000, Triumph Capital Group, Inc. ("Triumph"), Frederick W. McCarthy,
Chairman of Triumph and Charles B. Spadoni, General Counse! of Triumph were named
as defendants in a twenty-five count criminal indictment returned by a Grand Jury sitting
in Hartford, Connecticut. On January 10, 2001, one count was dropped. Triumph, Mr.
McCarthy and Mr. Spadoni have denied the charges and intend to vigorously contest the
Indictments.

On October 10, 2000, the United States Securities and Exchange Commission ("SEC")
commenced a civil action in the United States District Court for the District of
Connecticut against Triumph, Mr. McCarthy and Mr. Spadoni for alleged violations of
federal securities laws. Triumph, Mr. McCarthy and Mr. Spadoni  deny the allegations
and intend to vigorously contest the matter.

The ultimate outcome of the above lawsuits cannot presently be determined. Court
cases are expected to begin during the spring of 2003. Nevertheless, due to the
uncertainties of this litigation, the Company's operations may be materially impaired if
the defendants are convicted or found liable. In addition, pending the outcome of these
actions, Triumph's ability to effect a business plan involving growth of the business is
likely to be adversely affected. As a result of the uncertainty regarding the outcome of
these matters, no provision has been made in the financial statements with respect to
this contingency.

11



TRIUMPH CORPPORATE FINANCE GROUP, INC.
SCHEDULE 1 - COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
As of December 31, 2002

Total stockholder's equity $

Less: nonallowable assets
Prepaid taxes

Stock and warrants
Deferred tax asset

Total nonallowable assets

Net capital $

Aggregate indebtedness $

Computation of basic net capital requirement:

Minimum net capital required $
Excess capital at 1500% $
Excess net capital at 1000% $

Ratio: aggregate indebtedness to net capital (net capital ratio)

174,007

4,753
35,000
1,017

40,770

133,237

1,800

5,000
133,237

128,237

__ 035101

12
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. UBLIC ACCOUNTANTS

To the Board of Directors -
Triumph Corporate Finance Group, Inc. -

In planning and performing our audit of the financial statements of Triumph Corporate
Finance Group, Inc. (the Company), for the year ended December 31, 2002, we
considered its internal control, inciuding control 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 followed by the Company 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. No material differences exist.

l We did not review the practices and procedures followed by the Company in:
1. Making the quarterly securities examinations, counts, verifications and
' comparisons, and the recordation of differences required by Rule 17a-13,
2. 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, or
' 3. Obtaining and maintaining physical possession or control of ail fully paid and
excess margin securities of customers as required by rule 15¢3-3, because the
Company does not carry security accounts for customers nor does it perform
' custodial functions relating 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

- paragraphs. in fulfilling this responsibility, estimates and judgments by management are
required to assess the expected benefits and related casts of internal controi 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 SEC'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 accordance with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices
and procedures iisted in the preceding paragraphs.

27 CAMBRIDGE STREET * BURLINGTON MA 01803 s TELEPHONE: (781) 273-0075 » Fax: (781) 229-8912 « Wes SiTe: wav?abccpa.Com



The Board of Directors
Triumph Corporate Finance Group, Inc.

Page Two

Because of the inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or irregularities 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 control
structure would not necessarily disclose all matters in the internal control structure that
might be material weaknesses 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 error or fraud 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 weakness 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, 2002 to meet the SEC's objectives.

This report is intended solely for the 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 intended to be and
should not be used by anyone other than these specified parties.

Coflrt Bonchons v

Adler & Blanchard LLP
Certified Public Accountants
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