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“CONFIDENTIAL - DO NOT PUBLISH”

OATH OR AFFIRMATION

I, Timothy E. Mackey, swear (or affirm) that to the best of my knowledge and belief the
accompanying financial statements and additional financial information pertaining to the firm
of Equity Analysts, Inc. as of December 31, 2002, 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

Q&%Mm ﬂ/u\

5'that of a customer.

Notaty Public’

JENNIFER J. KELHOFFER
NOTARY PUBLIC, STATE OF OHIO
MY COMMISS\ON EXPIRES 01-11-06
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Facing Page

Statement of Financial Condition

Statement of Income

Statement of Cash Flows

Statement of Changes in Stockholders' Equity or Partners' or Sole Propnetor s

Capital

Statement of Changes in Liabilities Subordinated to claims of Creditors

Additional financial information:

Computation of Net Capital

Computation for Determination of Reserve Requirement Pursuant to Rule 15¢3-3

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

A Reconciliation between the audited and unaudited Statements of Financial
Condition with respect to methods of consolidation

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

(xx) (0)

existed since the date of the previous audit
Independent Accountants’ Supplementary Report on Internal Control
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312 Walnut Street, Suite 3000
P.O. Box 5367

Cincinnati, OH 45201-5367

513 621-8300 Fax 513 621-8345

bkd.com

\ccountants’ Report

innati, Ohio

We have audited the accompanying statement of financial condition of Equity Analysts, Inc. as
of December 31, 2002. This financial statement is the responsibility of the Company's

management. Our responsibility is to express an opinion on this financial statement 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 statement is free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the-
financial statement. 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 statement referred to above presents fairly, in all material respects,
the financial position of Equity Analysts, Inc. as of December 31, 2002 in conformity with
accounting principles generally accepted in the United States of America.

BRD, cen

‘Cincinnati, Ohio

's‘““"“"s" February 11,2003 |
“for

. Success




EQUITY ANALYSTS, INC.

Statement of Financial Condition
December 31, 2002

Assets

Cash and cash equivalents
Investments

Commissions and management fees receivable
Prepaid expenses

Liabilities and Stockholders’ Equity

Related party payable
Accounts payable
- Commissions payable

‘Total liabilities

Stockholders equity

Common stock, no par value, 1,000 shares authonzed
135 shares issued and outstandmg
- Retained earnings

Total stockholders’ equity

See Notes to Financial Statement.

$162,420 -
3,300
43,311 -
13.871 -

$222.902

$ 75,000 -
7,795

35,127 -

117922

6,136
98,844
104,980
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EQUITY ANALYSTS, INC.

Notes to Statement of Financial Condition
December 31, 2002

Summary of significant accounting policies and nature of business

Nature of business - Equity Analysts, Inc. is a broker-dealer and registered investment
adviser. The Company provides investment advisory and management services to
businesses, retirement plans, individuals and mutual funds and is a broker of stocks, bonds,
mutual funds.and other securities. The following is a summary of the Company's
significant accounting policies. '

Use of estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosures 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.

Cash eqiuvalents For purposes of the statement of cash flows, the Company considers all
highly liquid instruments with principal values that are not subject to significant risk of
change due to interest rate fluctuation.

Investments - The Company records security transactions based on trade dates.
Investments are valued at market value, and securities not readily marketable are valued at
fair value as determined by management. Dividend income is recognized on the ex-
dividend date, and interest income is recognized on an accrual basis.

Commissions and manégement fees receivable — The Company states these receivables.
at’the amount billed to customers/funds. The Company deems all accounts collectible: -
based upon historical collection information. Therefore, no allowance has been provided.’

Income taxes - Income taxes are provided for the tax effects of transactions reported in the
financial statements and consist of taxes currently due plus deferred taxes related to
differences between financial reporting and income tax reporting. Deferred income tax:
assets and liabilities are computed for those differences that have future tax consequences
using the currently enacted tax laws and rates that apply to the periods in which they are
expected to affect taxable income. Valuation allowances are established, if necessary, to
reduce the deferred tax asset to the amount that will more likely than not be realized.

Deferred tax assets

The Company has net deferred tax assets of approximately $25,900 at December 31, 2002:
relating to capital loss carryforwards. Based upon significant uncertainty as to the
utilization of these losses, the deferred tax assets are offset by a valuation allowance of'
approximately $25,900.

Page 3



EQUITY ANALYSTS, INC.

Notes to Financial Statements
December 31, 2002

Cash and cash equivalents

Cash and cash equivalents consist of the following at December 31, 2002:

Unrestricted demand deposits | $ 130,134

Money market funds . ' , 30,103

Special reserve account 2,183
Total cash and cash equivalents | : $162.420

At December 31, 2002, the Company’s cash accounts exceeded federally insured limits by -
approximately $122,000. = A _ o N ,

Related parties

The Company is the investment adviser to Analysts Investment Trust, an investment .
company registered under the Investment Company Act of 1940, which holds the
investment portfolios of the Analysts Fixed Income Fund, the Analysts Stock Fund. and
Analysts Aggressive Stock Fund (The Funds). .

Effective April 11, 2001, all the assets ‘of EAAI were acquired by EAI Acquisition-
Company, LLC, (LLC). A member of LLC ente‘rcd into a management services agreement
with the Company to continue to provide facilities, equipment, and administrative support -
services for the Company. The management services -agreement was assigned to LLC.
Commissions payable at December 31, 2002 includes $33,597 payable to LLC. In-

addition, the Company has a payable at December 31, 2002 of $75,000 to LLC for cash '
adVanced; ' ' : : : .

LLC has informed the majority stockholder of the Company that it plans on exercising its
option to acquire his ownership interest, effective early 2003. o :

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. In addition, equity capital may not be withdrawn if the resulting net capital ratio would
exceed 10 to 1. Net capital and aggregate indebtedness change from day to day. At
December 31, 2002, the Company’s ratio of aggregate indebtedness to net capital was 2.63 .

to 1 and the Company had net capital of $44,834, which exceeded the minimum required.
amount by $19,834. - ' - ' :
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