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OATH OR AFFIRMATION

I, Michael R. Jones v v : : , swear (or affirm) that, to the best of
my knowledge and belief the accompanymg financial statemient and supporting schedu]es pertaining to the firm of
Argent Investment Services, Inc. , as
of . December 31 . ,20_02 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or dxrector has any propnetary interest in any account

. classified solely as that of a customer, except as follows:

D sn )/ K 4%%,

Slgﬂ

President _
Title e

No?ary Public | o

—

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss). '

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors 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. .

(i) 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.

(k) A Reconciliation between the audited and unaudxted Statements of Fmanc:al Condition with respect to methods of

. consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supp]emental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditfons of conﬁdenti&l treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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ARGENT INVESTMENT SERVICES

SEC FILE NUMBER

8-41897

Financial Statements and Supplementary Information and Independent Auditor’s Report for the year ended
December 31, 2002.

Supplementary Report on Internal Control Structure for the year ended December 31, 2002.

Filed as a public document in accordance with Rule 17-a5e(3) under the Securities and Exchange Act of
1933.
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February 7, 2003

To the Board of Directors
Argent Investment Services
Ruston, Louisiana

Independent Auditor’s Report on the Financial Statements
and Supplementary Information

We have audited the accompanying statements of financial condition of Argent Investment Services (a
wholly-owned subsidiary of Argent Financial Group, Inc.), as of December 31, 2002 and 2001, and the
related statements of income, changes in stockholders’ equity, cash flows and changes in liabilities
subordinated to claims of general creditors, for the years 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 audits.

We conducted our audits 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 audits provide 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 Argent Investment Services as of December 31, 2002 and 2001, and the results of its
operations and its cash flows for the years 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 1 and 2 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.

Feerd, ThEC € ot Lif

Shreveport, Louisiana
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ARGENT INVESTMENT SERVICES

STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31, 2002 AND 2001

ASSETS

Cash
Cash clearing deposit account

"Commissions receivable

Accounts receivable-employees
Accounts receivable-parent
Arbitration receivable-Note 8
Investments

Deferred settlement costs-Note 8
Other assets

Total assets

LIABILITIES AND STOCKHOLDER'’S EQUITY

Liabilities:
Accounts payable and accrued expenses
Dividends payable
Payable to parent
Payable to related party
Income taxes payable-parent
Contingent liabilities-Note 8
Total liabilities

Stockholder’s equity:
Common stock, par value $250 per share; 500 shares
authorized; 460 shares issued and outstanding
Contributed capital
Retained earnings
Total stockholders’ equity

Total liabilities and stockholder’s equity

See Notes to Financial Statements
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457,542
15,181
115,265
1,645
13,000
92,511
18,900
269,400
3.667

987,111

153,561

24,495

269.400
447 456

115,000
250,000
174,655
539.655

987.111

2001
236,550
15,046
182,846
1,000
18,900
17.579

471,921

130,034
85,000
37,012

5,000

257,046

115,000

99.875
214,875

471,921




ARGENT INVESTMENT SERVICES

STATEMENTS OF INCOME

YEARS ENDED DECEMBER 31, 2002 AND 2001

Revenues:
Comumissions

Expenses:
Salaries and employee benefits

Incentive pool

Production incentives

Occupancy and equipment

Telephone

Books and subscriptions

Professional fees

Depreciation and amortization

Insurance

Management fee

Marketing expense

Office and postage

Travel and entertainment

Other operating and general and
administrative expenses

Overhead allocation from parent

Total expenses

Operating income

Other income: .

Interest income

Income before income taxes

Income taxes

Net income

See Notes to Financial Statements

2002 2001
2,462,715 1,902,513
1,239,529 1,098,081

10,650 6,000
133,933 74,665
81,058 118,468
27,078 33,706
45,179 47,236
63,873 37,991
- 12,292
14,505 18,025
125,465 -
11,115 10,977
24,564 30,362
8,853 8,616
512,829 318,259
65,391 62.867
2,364,022 1.877.545
98,693 24,968
2.227 8,334
100,920 33,302
26,140 6.200
74,780 27,102




ARGENT INVESTMENT SERVICES

STATEMENTS OF CHANGES IN STOQOCKHOLDER’S EQUITY

YEARS ENDED DECEMBER 31, 2002 AND 2001

Balance-December 31, 2000
Net income
Dividends paid

Balance-December 31, 2001

Net income
Contributed capital from parent
Dividends paid

Balance-December 31, 2002

Contributed
_Capital

250,000

250,000

See Notes to Financial Statements

Common
Stock

115,000

115,000

115,000

Retained
Earnings

188,840
27,102

116.067

99,875

74,780

174,655




ARGENT INVESTMENT SERVICES

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2002 AND 2001

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash
provided (used) by operating activities:
Depreciation and amortization
Changes in operating assets and liabilities:
(Increase) decrease in commissions receivable
(Increase) in arbitration receivable
Decrease in other assets
Increase (decrease) in accounts payable and accrued
expenses
Increase (decrease) in income taxes payable-parent
Net cash provided (used) by operating activities

Cash flows from investing activities:
Proceeds-sale of AFS investment

(Increase) decrease in accounts receivable-employee

(Increase) decrease in accounts receivable-related party

(Decrease) in accounts payable-related party

(Increase) decrease in cash clearing deposit account
Net cash provided (used) in investing activities

Cash flows from financing activities:
Contributed capital from parent

Advances from affiliates
(Decrease) in notes payable
Dividends paid :
Net cash provided (used) by financing activities

Net increase in cash

Cash-beginning of year

Cash-end of year

Cash paid: Income taxes
Interest

See Notes to Financial Statements

2002 2001
74,780 27,102
- 12,292
67,581 (41,462)
(92,511) -
13,912 7,940
23,527 (62,813)
(5.000) 42,012
82,289 (14,929)
- 21,978
(1,645) 37,929
(12,000) 512
(37,012) -
(135) 636
(50,792) 61,055
250,000 -
24,495 -

- (35,029)
(85.000) -
189,495 (35.029)
220,992 11,097
236.550 225.453
457,542 236.550

6.503 2,739




ARGENT INVESTMENT SERVICES

STATEMENTS OF CHANGES IN LIABILITIES

YEARS ENDED DECEMBER 31, 2002 AND 2001

Subordinated to Claims of General Creditors

Subordinated liabilities

2.
@]
=
()

See Notes to Financial Statements




ARGENT INVESTMENT SERVICES

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002 AND 2001

Organization and Significant Accounting Policies

Organization. Argent Investment Services (the Company) (formerly TCL Securities, Inc.), a wholly-
owned subsidiary of Argent Financial Group, Inc., was formed on July 31, 1987 and is registered as
a broker and dealer in securities under the Securities Exchange Act of 1934. The Company clears
all of its trades through another broker on a fully disclosed basis. For this service, the broker receives
a percentage of the commissions on each transaction. The Company changed its name in early 2001
to Argent Investment Services.

Customers’ Transactions. Customers’ securities transactions are recorded on a settlement date basis
with related commission income and expenses recorded on a trade date basis.

Cash Equivalents. The Company considers all debt instruments purchased with a maturity of three
months or less to be cash equivalents.

Organizational Costs. Corporate organizational costs are being amortized over five years on a
straight-line basis.

Depreciation. Depreciation is provided on a straight-line basis using estimated useful lives of four
to seven years.

Cash Clearing Deposit Account. The Company was required to maintain a $15,181 balance with its
clearing broker. These funds are not considered cash equivalents. The funds were not restricted as
to their withdrawal.

Estimates. Management uses estimates and assumptions in preparing financial statements in
accordance with generally accepted accounting principles, Such estimates and assumptions affect the
reported amounts of assets, liabilities, revenues and expenses and the disclosure of contingencies and
litigation arising in the ordinary course of business. It is possible that Management’s estimates will
change in the near term.

Advertising Expense. Advertising cost is expensed as incurred. Advertising expense for 2002 and
2001 was $5,367 and $5,600, respectively.

Regulatory Requirements
The Company, as a registered broker and dealer in securities, is subject to the Securities and

Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1(iv)). Under the Uniform Net Capital
Rule, a broker-dealer who does not carry customers’ accounts is required to maintain net capital, as
defined in the Rule, of $50,000. Also, the Uniform Net Capital Rule precludes the withdrawal of
equity capital if the ratio of aggregate indebtedness to net capital exceeds 10 to 1. At December 31,
2002, the Company had net capital of $144,565, which was $94,565 more than its required net capital
of $50,000. The Company’s ratio of aggregate indebtedness to net capital at December 31, 2002 was
3.10t0 1.




Income Taxes

The Company joins with its parent in the filing of a consolidated federal income tax return. The
Company pays the parent its proportionate share of income taxes based upon its share of federal and -
state income taxes. A reconciliation of federal income tax at statutory tax rates and actual is provided

below:

2002 2001

Tax at statutory rate 34.0% 34.0%
State taxes, net of federal tax benefit 4.1% 3.5%
Lower effective rates (surtax exemptions) (12.2%) (18.9%)
Income tax rate incurred 25.9% 183.6%

Income taxes are detailed below for 2002 and 2001:

Federal income taxes (due to parent) 22,000 5,000
State income taxes 4.140 1.200
Total income taxes 26.140 6.200

Related Party Transactions

The Company pays rent to a related party for space occupied by it in the facility rented by the related
party. The Company paid $16,000 and $54,625 for rent in 2002 and 2001. The Company also rents
two branch locations from employees and a shareholder of a related party. The Company paid rent
to the individuals in the amount of $16,000 and $15,400 in 2002 and 2001, respectively. The rent
on the above two locations is on a month to month basis. The Company paid a related party various
general overhead allocated to it in 2002 and 2001 totaling $65,391 and $62,867, respectively. As of
December 31, 2002 and 2001, $24,495 and $37,012 was due in regard to these overhead charges.

Financial Instruments with Off-Balance Sheet Credit Risk

As a securities broker, the Company is engaged in buying and selling securities for a diverse group
of investors. The transactions are executed with and on behalf of banks, financial institutions and
other brokers and dealers. The Company introduces these transactions for clearance to another
broker/dealer on a fully disclosed basis. The Company’s exposure to credit risk associated with
nonperformance of customers in fulfilling their contractual obligations pursuant to securities
transactions can be directly impacted by volatile trading markets which may impair the customer’s
ability to satisfy his obligation to the Company and the Company’s ability to liquidate the collateral
at an amount equal to the original contracted amount. The agreement between the Company and its
clearing broker provides that Argent Investment Services is obligated to assume any exposure related
to such nonperformance by its customers. The Company seeks to control the aforementioned
requirements and the clearing broker’s internal guidelines. Argent Investment Services monitors its
customers’ activity by reviewing information it receives from its clearing broker on a daily basis, and
requiring customers to deposit additional collateral, or reduce positions, when necessary.

Pension Plan and Incentive Pay

The Company has a 401(k) type pension plan which covers substantially all employees. Under the
plan, employees may elect to defer up to 15% of their salary. The Company may make a
discretionary match as well as a discretionary contribution. No contribution was made for the years
ended December 31, 2002 and 2001. The Company also has various incentive pay plans. Under
those plans, the Company paid $144,583 and $80,665 for achieving certain levels of profit to certain
managers and officers during the years ended December 31, 2002 and 2001, respectively.

10




Investments
The Company’s securities are classified as available for sale (AFS) securities and valued at fair market

‘value (FMV). The adjustment to record unrealized gains/(losses) are reflected in stockholders’ equity.

There was no adjustment in 2002 or 2001. Investments at FMV are as follows:

2002 - 2001
NASDAQ Stock Market, Inc., 1,500 shares
comumon stock 18.900 18.900

Contingencies/Litigation

The Company is involved in three claims involving a former employee. Argent Investment Services .
carries fidelity and bonding insurance which protects the Company in the event of such claims.

Certain expenses paid by the Company in 2002 related to two of these cases are expected to be

reimbursed by insurance (less a $25,000 retention per case) and have been recorded in arbitration

receivable at December 31, 2002. Deferred settlement costs include an estimate of the loss related

to an arbitration claim filed by a former customer. These expenses are also expected to be covered

by insurance. The Company has set up a contingent liability equal to the deferred settlement costs

as these expenses have not yet been paid.

Subseguent Events

In an effort to streamline operations and strengthen the Company’s financial position, the brokerage
operations of the Company have been transferred to SAMCO Financial Services effective January 1,
2003. Argent Investment Services, Inc. (AIS) filed a Form BDW with the NASD withdrawing Argent
Investment Services as a broker and dealer in securities. AIS was notified of receipt of the filing by
the NASD on December 30, 2002. Also effective January 1, 2003, Argent Investment Services was
consolidated with Argent Advisors (a wholly-owned subsidiary of Argent Financial Group, Inc.)
creating one ‘producer’ group, owned by Argent Financial Group, Inc., operating as Argent Advisors,
Inc.

11
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ARGENT INVESTMENT SERVICES

SCHEDULE 1 - COMPUTATION OF NET CAPITAL. AGGREGATE INDEBTEDNESS AND

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL UNDER RULE 15¢3-1 OF

THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2002 AND 2001

2002 2001
Net capital:
Stockholders’ equity 539,655 214,875
Less nonallowable assets:
Cash : (750) (750)
Accounts receivable (81,866) (37,706)
Deferred settlemnent cost (269,400) -
Commissions receivable in excess of 30 days (5,558) -
Receivables from employees (1,645) -
Receivables from affiliates (13,000) (1,000)
Other assets (3,667) (17,579) ‘
Haircut on money market account (2%) and ‘
investments (7% and 100%) (19.204) (21,273)
Net capital after haircut _ 144 565 136,567
Net capital requirement - $50.000 50,000 50,000
Excess capital 94.565 86.567
Aggregate indebtedness: :
Payables and accrued expenses 178.056 257.046
 Ratio: Aggregate indebtedness to net capital 3.10to 1 1.88¢to 1

Note: The above computation does not differ materially from the computation of net capital under Rule
15¢3-1(iv) as of December 31, 2002, filed by the Company with the Securities Exchange
Commission in January 2003.

See Auditor’s Report
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ARGENT INVESTMENT SERVICES

SCHEDULE 2 - COMPUTATION FOR DETERMINATION OF RESERVE

REQUIREMENTS UNDER EXHIBIT A, RULE 15¢3-3

DECEMBER 31, 2002

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of 1934,
in that the Company’s activities are limited to those set forth in the conditions for exemption appearing in
Paragraph (k)(2)(ii) of the Rule.

See Auditor’s Report
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February 7, 2003

To the Board of Directors
Argent Investment Services
Ruston, Louisiana

Exhibit 1 - Independent Auditor’s Report on Internal Control Structure
Required by SEC Rule 17a-5

We have audited the financial statements of Argent Investment Services, for the year ended December 31,
2002, and have issued our report thereon dated February 7, 2003. In planning and performing our audit,
we considered its internal control structure, including procedures for safeguarding securities, in order to
determine our auditing procedures for the purpose of expressing an 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 (the Commission), we
have made a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by Argent Investment Services 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 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 the quarterly
securities examinations, counts, verifications and comparisons, and the recordation of differences required
by Rule 17a-13 or Section 8 of Regulation T of the Board of Governors of the Federal Reserve System,
because the Company does not carry security accounts for customers or 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 paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits and
related costs of internal control 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 Commission’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 conformity with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.
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Because of inherent limitations in any internal control structure or the practices and procedures referred
to above, errors or irregularities may nevertheless 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 degree of compliance with them 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 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.

Due to the nature of its business, the Company is exempt from SEC Rule 15¢3-3. At December 31, 2002,
the Company was in compliance with the conditions of the exemption from SEC Rule 15¢3-3 and no facts
came to our attention during our audit that indicated that such conditions had not been compiled with during
the year.

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 information and use of the Board of Directors, management, the
Securities Exchange Commission, the National Association of Securities Dealers, Inc. and other regulatory
agencies which rely on Rule 17a-5g 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.

Aeound), 77 ¢ Utatd, cF

Shreveport, Louisiana
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