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OATH OR AFFIRMATION
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Report of Independent Certified Public Accountants

Board of Directors and Members
Capital Planning Group of Pennsylvania, L.L.C.

We have audited the accompanying statement of financial condition of Capital Planning
Group of Pennsylvania, L.L.C. as of December 31, 2002 and the related statements of
earnings, changes in members’ equity, cash flows, and changes in liabilities subordinated to
claims of general creditors 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 Capital Planning Group of Pennsylvania, L.L.C. 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 of
America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules I, IT and III 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 in
relation to the basic financial statements taken as a whole.

ALY, 7;476‘073 P

Dallas, Texas
February 23, 2003




Capital Planning Group of Pennsylvania, L.L.C.

STATEMENT OF FINANCIAL CONDITION
December 31, 2002

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Commissions receivable
Security deposit
Prepaid expense

Total current assets

PROPERTY AND EQUIPMENT - AT COST
Equipment under capital lease
Furniture and fixtures

Less accumulated depreciation and amortization

LIABILITIES AND MEMBERS’ EQUITY

CURRENT LIABILITIES
Current portion of capital lease obligation
Accrued liabilities

Total current liabilities

LONG TERM LIABILITY
Capital lease obligation, less current portion

MEMBERS’ EQUITY

Total liabilities and members’ equity

The accompanying notes are an integral part of this statement.

$ 161,324
2,096
1,500
1,123

166,043

23,122
10,218
33,340
(7,780)
25,560

$ 191,603

$ 6,566
77,325

83,891

8,784
98,928

h 191,603




Capital Planning Group of Pennsylvania, L.L.C.
STATEMENT OF OPERATIONS
Year ended December 31, 2002

REVENUES
Group life commissions 156,436
Advisory and planning fees 6,271
Other income 6,264
Total revenues 168,971
EXPENSES
Compensation 166,240
Commissions 2,235
Selling 4,757
General and administrative 50,033
Interest 2,913
Total expenses 226,178
NET LOSS 3 (57,207)

The accompanying notes are an integral part of this statement.
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Capital Planning Group of Pennsylvania, L.L.C.
STATEMENT OF CHANGES IN MEMBERS’ EQUITY
Year ended December 31, 2002

Balance at December 31, 2001 ‘ s 155,885
Contributions 250
Net earnings (57,207)
Balance at December 31, 2002 3 98,928

The accompanying notes are an integral part of this statement.
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Capital Planning Group of Pennsylvania, L.L.C.
STATEMENT OF CASH FLOWS
Year ended December 31, 2002

Cash flows from operating activities

Net loss

Adjustments to reconcile net loss to
net cash provided by operating activities
Depreciation and amortization

Changes in assets and liabilities, net
Commissions receivable
Due from affiliate
Prepaid expense
Accrued liabilities

Net cash provided by operating activities

Cash flows from financing activities
Principal payments on capital lease obligations
Member contribution

Net cash used in financing activities

Net increase in cash

Cash at beginning of year
Cash at end of year

Supplemental disclosures of cash flow information
Cash paid during the year for:
Interest
Income taxes

Non-cash investing and financing activities
Assets acquired via capital lease

The accompanying notes are an integral part of this statement.
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(57,207)

7,780

(2,096)
25,000
(1,123)
52,275

24,629

(8,123)
250

(7,873)

16,756

144,568

$

b

161,324

2,913

23,473




Capital Planning Group of Pennsylvania, L.L.C.
STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS
Year ended December 31, 2002
Subordinated liabilities at December 31, 2001

Increases

Decreases

Subordinated liabilities at December 31, 2002

The accompanying notes are an integral part of this statement.
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Capital Planning Group of Pennsylvania, L.L.C.
NOTES TO FINANCIAL STATEMENTS
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The Company 1s engaged in the broker-dealer industry generating commission through sales of life insurance and providing
financial and investment services to customers primarily in Pennsylvania. A summary of the significant accounting policies

consistently applied in the preparation of the accompanying financial statements are as follows:

Revenue Recognition

Revenues and expenses are recognized as earned or incurred, using the accrual method of accounting.
Cash

The Company considers all highly liquid investments with an original maturity of three months or less when purchased to be
cash equivalents.

The Company maintains its cash balances at a financial institution located in Bryn Mawr, Pennsylvania which at times may
exceed insured limits. Cash in excess of operating requirements is invested in an income producing money market mutual
fund, which is not insured. The Company has not experienced any losses in such accounts and believes it is not exposed to
any significant credit risk.

Receivables

The Company considers commission receivable and accounts receivable to be fully collectible; accordingly, no allowance for

doubtful accounts is required. If amounts become uncollectible, they will be charged to operations when that determination is
made.

Equipment

Depreciation is provided in amounts sufficient to relate the cost of depreciable assets to operations over their estimated
service life of five to seven years by an accelerated method.

Major repairs or replacements of property and equipment are capitalized. Maintenance, repairs and minor replacements are
charged to operations as incurred.

When items are retired or otherwise disposed of, their cost and related accumulated depreciation are removed from the
accounts and any resulting gain or loss is included in operations.

Accumulated amortization related to capitalized lease equipment was $5,395. The amortization during the year ended
December 31, 2002 was $5,395.

Commission Income
Commuissions for customer’s transactions are recorded on a trade date basis.

Advertising and marketing

Advertising and marketing costs are expensed as incurred. Advertising costs totaled $1,000 for the year ended December 31,
2002.

Use of Estimates

In preparing the Company’s financial statements, management is required to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
these estimates.

7




Capital Planning Group of Pennsylvania, L.L.C.
NOTES TO FINANCIAL STATEMENTS

FEDERAL INCOME TAX

No provision has been made in the financial statements for Federal income taxes because, under current law, no Federal
income taxes are paid directly by the Company. The members are responsible for their respective shares of the Company’s
items of income, deductions, losses and credits.

NET CAPITAL REQUIREMENTS
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. At December 31, 2002, the Company had net capital of $70,745 which was $61,079 in excess of its
required net capital of $9,666. The Company’s aggregate indebtedness to net capital ratio was 1.09 to 1.

LEASES

The Company leases its office space under a noncancellable operating lease agreement expiring November 30, 2002. The
Company also leases certain equipment under operating leases.

Total rental expense for the year ended December 31, 2002 was $19,173. Management expects that in the normal course of
business, leases will be renewed or replaced by other leases.

At December 31, 2002, approximate minimum rental commitments under the noncancellable lease are as follows:

Years Ending Operating Capital
December 31 Leases Leases
2003 $ 28438 § 8,505
2004 30,500 7,965
2005 27,750 1,785
2006 27,750 -
2007 27,750 -
Total minimum lease payments $ 142,188 18,255
Less amount representing interest {2.905)
Present value of net minimum lease payments $ 15,350
Current portion $ 6,566
Non-current portion 8.784
b 15,350

The capital lease obligations are payable in monthly installments with a weighted average imputed interest rate of 15.6%.
One of the capital lease obligations is guaranteed by a member of the Company.




Capital Planning Group of Pennsylvania, L.L.C.
NOTES TO FINANCIAL STATEMENTS

ADVISORY SERVICE AGREEMENT

During November, 2001 the Company entered into an advisory service agreement with a life insurance company whereby the
life insurance company will help the Company in the development and implementation of a training program for the
Company’s employees to provide financial planning, insurance, securities and investment advisory services to customers. As
a part of this agreement, the life insurance company agreed to pay the Company $150,000 in three payments of $50,000 as
certain organizational and training requirements are met. $75,000 represents non-refundable fees paid by the life insurance
company. The remaining $75,000 of the total payments is in the form of an advance to be paid back to the life insurance
company. However, if cumulative first year commissions exceed $600,000, the advance will be forgiven. The Company has
not met this requirement and as such, the advance is included in accrued liabilities at December 31, 2002. $50,000 in fees
were recognized by the Company during 2001, the remaining $25,000 was recognized during 2002 and is netted against
general and administrative expenses.
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SCHEDULE ]

Capital Planning Group of Pennsylvania, L.L.C.
COMPUTATION OF NET CAPITAL UNDER
RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

December 31, 2002
COMPUTATION OF NET CAPITAL
Total members’ equity from statement of financial condition $ 98,928
Less members’ equity not allowable for net capital —
Total members’ equity qualified for net capital 98,928

Add: Liabilities subordinated to claims of general creditors
allowable in computation of net capital -
Other (deductions) or allowable credits - -
Total capital and allowable subordinated liabilities 98928

Deductions and/or charges
Non-allowable assets 28,183
Aged fails-to-deliver -
Aged short security differences -
Secured demand note deficiency -
Commodity futures contracts and spot commodities -
proprietary capital charges -
Other deductions and/or charges -
Total deductions and/or charges 28,183

Haircuts on securities
Contractual securities commitments -
Deficit in security collateralizing secured demand notes -
Trading and investment securities -
Undue concentrations -
Other -

Total haircuts on securities .

NET CAPITAL b 70,745
AGGREGATE INDEBTEDNESS
Items included on statement of financial condition
Accrued liabilities 77,325
Items not included in statement of financial condition -
77,325
Less adjustment based on special reserve bank accounts -
TOTAL AGGREGATE INDEBTEDNESS 3 77,325
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required (12-1/2% of total aggregate indebtedness) $ 9,666
Minimum dollar net capital required $ 5,000
Net capital required (greater of above two minimum requirement amounts) v $ 9,666
Net capital in excess of required minimum : $ 61,079
Excess net capital at 1000% $ 63012
RATIO: AGGREGATE INDEBTEDNESS TO NET CAPITAL 1.09
RECONCILIATION WITH COMPANY'S COMPUTATION
Net capital, as reported in Company's Part II (Unaudited) Focus Report $ 86,095
Net audit adjustments (15.350)
Net capital per above $ 70,745
LIST OF NONALLOWABLE ASSETS
Prepaid expenses S 1,123
Property and equipment 25,560
Security deposit 1,500
Total nonallowable assets ;) 28,183
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SCHEDULE I

Capital Planning Group of Pennsylvania, L.L.C.
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2002

The Company handled no customer securities during the year ended December 31, 2002 and therefore has no reserve
computation.
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SCHEDULE III
Capital Planning Group of Pennsylvania, L.L.C.
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS

UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2002

Capital Planning Group of Pennsylvania, L.L.C. is exempt under Rule Section 15¢3-3(k)(2)(ii)
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Report of Independent Certified Public Accountants on Internal Control

Board of Directors
Capital Planning Group of Pennsylvania, L.L.C.

In planning and performing our audit of the financial statements and supplemental schedules
of Capital Planning Group of Pennsylvania, L.L.C. (the “Company”™), for the year ended
December 31, 2002, we considered its internal control, 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 internal
control.

Also as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including tests
of such practices and procedures that we considered relevant to the objectives stated in Rule
17a-5(g) in making the periodic computations of aggregate indebtedness and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
Rule 15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices
and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons;

2. Recordation of differences required by Rule 17a-13; or

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal
control 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 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 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, error 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 internal control would not necessarily disclose all matters in internal control 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 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, 2002, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, 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.

Kano SLoymas, z@‘g‘f 7P

Dallas, Texas
February 23, 2003



