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Report of Independent Auditors

The Stockholder
Shay Financial Services, Inc.

We have audited the accompanying statement of financial condition of Shay Financial
Services, Inc. (the Company) 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 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 Shay Financial Services, Inc. at 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 accompanying supplemental information 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 Act of 1934. Such supplemental information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, 1n our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

St ¥ LLP

Chicago, lllinois
February 14, 2003
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Shay Financial Services, Inc.
Statement of Financial Condition

December 31, 2002

Assets
Cash $ 386,513
Receivables:
Brokers and dealers 4,931,750
Interest-only strips 177,294
Interest 5,051
Mutual fund distribution fees 594,512
Securities purchased under agreements to resell 17,325,301
Securities owned ($2,793,000 pledged as collateral) 6,151,613
Investments 1,141,502
Total assets $30,713,536
Liabilities and stockholder’s equity
Short-term bank borrowings $ 2,000,000
Payables:
Affiliate 3,151,423
Interest 5,291
Other 141,529
Securities sold under agreements to repurchase 17,324,983
Securities sold, not yet purchased 1,090,310
Total liabilities 23,713,536
Stockholder’s equity:
Common stock, $1 par value; 7,500 shares
authorized, 1,000 shares issued and outstanding 1,000
Additional paid-in capital 6,999,000
Total stockholder’s equity 7,000,000
Total liabilities and stockholder’s equity $30,713,536
See accompanying notes.
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