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OATH OR AFFIRMATION

DAVID WICKERSHAM

, swear (or affirin) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
THE LEADERS GROUP, INC. ' as of

DECEMBER 31 , 192002 are true and correct. 1 further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

PRESIDENT

Title

This 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 Partncrs or Sole Propnetor s Capital.
() 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 15c3-3.
() 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.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
() An Qath or Affirmation.
“ (m) A copy of the SIPC Supplemental Report.
{n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

HO3 &8 8838R0FESBER

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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617 North 17" Street
\\\ RICI\ORDS &ASSOCIATLS P C. Colorado Springs, CO 80304

CERTIFIED PUBLIC ACCOUNTANTS (719) 444-0770 (800) 480-0770 Tali Free
/// (719) 444-0909 Fax (877) 457-2232 Toll Free Fax

The Board of Directors
The Leaders Group, Inc.

We have audited the accompanying statement of financial condition of The Leaders
Group, Inc., (the Company) as of December 31, 2002 and 2001, and the related
statements of income, changes in stockholders’ equity, and cash flows for the years 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 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
respects, the financial position of The Leaders Group, Inc. 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 generally accepted accounting pnn01ples

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying supplementary 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 information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinton, is fairly stated in
all material respects in relation to the basic financial statements taken as a whole.

Ty iteesctakip, P.C- -
) M’VQ 74&@% /D C
Rickords & Associates, P. C.

Colorado Springs, Colorado
February 18, 2003




The Leaders Group, Inc.
Statement of Financial Condition
December 31, 2002 and 2001

Assets
2002 2001
Current assets:
Cash S 964,488 $1,324,483
Accounts receivable 50,916 623,310
CRD deposit 2,866 6,368
Total current assets 1,018,270 1,854,161
Fixed assets: ' '
BEquipment : 67,565 54,532
Accumulated depreciation (65,482) (51, 060)
Total fixed assets 2,083 3,472
Other assets:
Deposits 16,577 8,131
Total assets $1,036,930 $1,965,764

Liabilities and Stockholders’ Equity

Current liabilities:

Accounts payable S 93,000 $ 200,000
Income taxes payable 9,929 4,385
Commissions payable 343,727 1,207,261

Total current liabilities 446,656 $1,411, 646

Stockholders equity:
Commons stock,$.10 par valueﬁ
10,000 shares issued and

outstanding | S . 1,000 $ 1,000
Paid-in-capital 13,000 13,000
Retained earnings 576,274 540,118

Total stockholder’s equity 580,294 554,118
Total liabilities &
stockholders equity 51,036,930 51,965,764

The accompanying notes are an integral part of these financial statements.
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The Leaders Group, Inc.

Statement of Income and .Retained Earnings
For the years ended December 31, 2002 and 2001

Revenues: 2002 2001
Commissions & Consulting 521,522,567 $25,241,601
Operations expense:
Advertising 1,843 00
Bank charges 3,859 3,428
Commission 18,874,757 23,278,642
Consulting 85,000 123,500
Contributions 200 125
Depreciation 14,423 12,776
Dues & subscriptions 5,220 5,966
Equipment rental 00 7,575
Insurance 514,447 189,532
Interest 00 225
Licenses & permits 256,004 279,953
Management fee 271,000 360,090
Meetings 00 9,000
Miscellaneous 44 1,638
Office supplies 13,931 21,766
Payroll & Payroll Expense 1,069,697 647,647
Postage : 12,691 14,785
Printing 2,027 2,923
Professional fees 38,013 63,707
Rent 100, 587 62,692
Settlement 40,000 00
Software 15,600 00
Supplies-Marketing 100 3,440
Taxes 55,780 41,488
Telephone 36,646 47,655
Training 265 1,408
Travel & entertainment 72,280 76,370
Website 00 580
Total operating expenses 21,485,414 25,256,911
Other income:
Interest 8,930 31,531
Income from operations before
provision for income taxes 46,083 16,221
Provision for income taxes
Federal 7,501 3,313
State 2,428 1,072
Net Income 36,154 11,836
Rounding 2 00
Retained Earnings,Beginning of Year 540,118 528,282
Retained Earnings,End of Year S 576,274 S 540,118
Earnings per share 5 3.62 $ 1.18

The accompanying notes are an integral part of these financial statements.

—-3-




The Leaders Group, Inc.
Statement of Cash Flows
For the years ended December 31, 2002 and 2001

2002 2001
Cash Flows from Operating Activities
Cash received from clients 522,094,961 $24,627,866
Interest received 8,930 31,531
Cash paid to employees,
supplies or services (22,450,853} (25,178,718)
Net Cash from Operating Activities (346,962) - (519, 321)
Cash Flows from Investing Activities:
Purchase of property and equipment (13,033) (10, 460)
Net cash Used by Investing
Activities {(13,033) (10, 460)
Net Increase (Decrease) in Cash and
Equivalents {359, 995) (529,781)
Cash and Equivalents at Beginning of
Year 1,324,483 1,854,264

Cash and Egquivalents at End of Year 5 964,488 S 1,324,483

RECONCILIATION OF NET OPERATING INCOME
TO NET CASH PROVIDED/USED FROM OPERATING ACTIVITIES

Net income (Loss) s 36,154 S 11,836

Adjustment to Reconcile Net Income to
Net Cash Used by Operating _ -
Activities: o
Depreciation 14,423 12,776
Changes in assets and liabilities:
Decrease/ (Increase) in accounts

receivable and deposits 567,450 (612,431)
Increase/ (Decrease) in accounts

payable and accrued expenses (964,989) 68,498

Total adjustments (383,116) (531,157)

Net Cash from Operating Activities S (346,962) S 519,321

The accompanying notes are an integral part of these financial statements.

-4 -




The Leaders Group, Inc.

Statements of Changes in Stockholders Equity

Balance,

December 31,

Net income,

December 31,

Balance,

December 31,

Rounding

Net Income

December 31,

Balance,

December 31,

2000

2001

2001

2002

2002

December 31,

For the years ended
2002 and 2001

Common Paid-in Retained

Stock Capital Earnings Total
51,000 $13,000 $528,282 $542,282
0 0 11,836 11,836
1,000 13,000 540,118 554,118
2 2
0 0 36,154 36,154
$1,000 $13,000 5576,274 $590,274

The accompanying notes are an integral part of these financial statements.
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The Leaders Group, Inc.
Notes to Financial Statements
December 31, 2002 and 2001

Organization and Business of the Company:

The Leaders Group, Inc. (TLG) is owned 100% by David R. Wickersham
and was incorporated under the laws of the State of Delaware

in July, 199%4. TLG was formed to provide turn-key broker-
dealer and back office support for financial service
professionals.

TLG was originally owned by D.E. Frey Group, Inc. In January

1995, SunAmerica Securities, Inc. acquired 100% of the equity
ownership of TLG. Wickersham and Janney purchased all issued and
outstanding stock of TLG as of July 10, 1995, on May 21,
1999,David R.Wickersham purchased from the Larry K. Janney Estate
all of the stock owned by Larry K. Janney.

In accordance with regulations under the Securities Exchange Act
of 1934 the Company 1s a broker-dealer registered with the
Securities and Exchange Commission (SEC) and 1is a member of
various exchanges and the National Association of Securities
Dealers (NASD). This is a self-regulating body formed by the
industry to protect its members and the investing public.

Summary of Significant Accounting Policies:

a. Basis of Presentation

The financial statements include the accounts of the

Company. The . Company 1s engaged in a single line of
business as a securities broker—-dealer, which comprises
several classes of services, including principal
transactions, agency transactions, investment banking,

investment advisory, and venture capital businesses.
b. Securities Transactions

Proprietary securities transactions in regular-way trades
are recorded on the trade date, as 1f they had settled.
Profit and loss arising from all securities and commodities
transactions entered into for the account and risk of the
Company are recorded on a trade date basis. Customers’
securities and commodities transactions are reported on a
settlement date basis with regulated commission income and
expenses reported on a trade date basis.

Amounts receivable and payable for securities transactions
that have not reached their contractual settlement date are
recorded net on the statement of financial condition.

c. Commissions
Commissions and related clearing expenses are recorded on a

trade-date basis as securities transactions occur.
_6_




The Leaders Group, Inc.
Notes to Financial Statements
December 31, 2002 and 2001

d. Statement of Cash Flows

For purposes of the Consolidated Statement of Cash Flows,
the Company has defined cash eguivalents as highly liguid
investments, with original maturities of less than ninety
days, that are not held for sale in the ordinary course of
business.

e. Deferred Compensation
No provision is made for holidays and sick leave pay since
only those on commission basis would be eligible and there
is no agreement. Any amounts determined for deferred

compensation would be immaterial.

No provisions for salaried personnel.

£. Property and Egquipment
Property and equipment are carried at cost. Maintenance and
repairs are charged to costs as incurred. Expenditures for
major betterments are capitalized and depreciated over the
estimated life of the asset. Gain or loss on retirement of

property 1s included in income.
g . Estimates
There are no significant estimates used in'preparation of

financial statements. Depreciation 1is the only estimate
present.

Cold Creek Consulting is a wholly owned corporation of David R.
Wickersham and management fees are paid to the company by The

{3) Related Party Transactions:
Leaders Group, Inc.
(4) Provision for Income Taxes:

Provision for income taxes amounted to $9,929 for 2002 (an
effective rate of 36%). The actual tax expense for 2002 differs
from the ‘“expected” tax expense(computed by applying the U.S.
Federal Corporate tax rate of 34% to earnings before income taxes)
as follows:

Provision for income taxes amount to $4,385 for 2001 (an effective
rate of 37%). The actual tax expense for 2001 differs from the
“expected” tax expense(computed by applying the U.S. Federal
Corporate tax rate of 34% to earnings before income taxes) as
follows:

iy




The Leaders Group, Inc.
Notes to Financial Statements
December 31, 2002 and 2001

2002 2001
Computed “expected” tax expense $12,292 55,515
Surtax exemption (4,791) (2,202)
State income tax 2,428 1,072
$ 8,929 $4,385
(5) Net Capital Requirements:
Pursuant to the net capital provision of Rule 15¢3-3 of the
Securities Exchange Act of 1934, the Company 1s reguired to
maintain a minimum net capital, as defined under such provision.
Net capital and the related net capital ratio may fluctuate on a
daily basis. AL December 31, 2001, the Company had net capital
and net capital requirements of approximately $537,619 and
$94,109. The Company’s net capital ratio was 5.74 to 1 at
December 31, 2001. At December 31, 2002, the Ccmpany had net
capital and net capital requirements of approximately $570,831 and
$29,777. The Company’s net capital ratio was 18.17 to 1 at
December 31, 2002.
(6) Deferred Compensation:.
No provision is made for holiday and sick leave pay.
(7) Financial Instruments:
The Company maintains two cash balances at the same financial
institution. The balances are $608,109 and $355,379. Accounts at
the institution are insured by the Federal Deposit Insurance
Corporation up to $100,000. At December 31, 2002, there would be
an uninsured cash balance of $864,488.
{(8) Earnings Per Share:
Earnings per share of common stock were computed by dividing net
income by the number of common shares outstanding for the year.
(9) Liabilities Subordinated to Claims of General Creditors:
There were no borrowings under subordination agreements at
December 31, 2002.
The Company had no other debt at December 31, 2002.
(10) Capital Stock:

A summary of the corporation’s capital stock at December 31, 2002
is as follows:

Common stock -- $.10 per value

Authorized -- 10,000 shares

Issued and outstanding -~ 10,000 shares
.._8_




(12)

Risk

a.

The Leaders Group, Inc.
Notes to the Financial Statements
December 31, 2002 and 2001

Cash--bank balances are above the amount covered by FDIC
insurance and employees are bonded. ’ ’

The company is engaged in various trading and brokerage
activities in which counterparties primarily include broker-
dealers, banks and other financial institutions. In the
event conterparties do not fulfill their obligations, the
Company may be exposed to risk. The risk of default

depends on the creditworthiness of the counterparty or
issuer of the instrument. It is the Company’s policy to
review, as necessary, the credit standing of each
counterparty. ’




SUPPLEMENTARY INFORMATION




FORN
X-17A-5

(Financial

FOCUS REPORI,
and Operalional Combined Uniform Single Reporl)

PART 1Az

(53 1-07)

(Please read imlruclimu befare preparing Forn.)

Tiils repoit Is belng filod-pursuant to (Check Applicable Block(s)):

1) fule t7a-5(a) l | 16 l 2) Rule 17a-5(b) | l '

4) Speclal request by deslgnaled examining authorlly I [ 19 I

1
5} Other

3) Rule 17a-11 ["DﬂJ
i

I 3/91

NAME OF DROKEN-DEALER
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FINANCIAL AND OPERATIONAL COMBINED UNIFO.RM SINGLE REPORT
PART A

ROKER OR DEALER THE LEADERS GROUP, INC.

N|3

HEEREEN

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

as of tIMm/oD/YY) __ 12-31-02 91
SEC FILE NO.
ASSETS Consalidated |_
Unconsolidated
Allowable Non-Allowable Total
CCash e IR X 964,488 200 $ 964,488 [75L
Aeceivables Trom brokers or dealers:
A. Clearance account. .. .......... [P ! 295 o
B, Other. oo e 300 (3 550 81c
Meceivables from non-customers. ... ... ... 50, 916 365 600 ! 50, 916 a3u
Securities and spot commodities
owned, al inarket value:
A, Exempted securities ..., L 418
B. Debisecurities. . oo 419
CoOBHONS .. 420
D. Other securities .. .. ... oo 424
E. Spotcommodities . ., ... ... ... ! 430 1—_85_6
Securities and/or other investiments
not readily rmacketable:
A. At cost ! $ 130
B. Atestimated fairvalue ............... l_";O—I 610 I—E—O_
Securities borrowed under subordination ayree-
ments and partners” individual and capiltal
securities accounts, at markel value: [_’E()_] 630 m
A, Exempied
secutities $ 150
B. Other . r
securities $ 160
Secured demand notes: ... oo W)_] G40 m
market value of collateral:
A, Exempied
securities $ . 170
3. Other
sectnities $ I—I_I—IE_J
Memberships in exchanges:
A, Owned, at
market  $ 190
3. Owned, atcost ... 0 e GSH
C. Contributed lor uyse of the company,
at marketvalue . ... . oo oo Z 660 900
Investment in and receivables Trom
atlfiliates, subsidiyries and
associated partaerships ... L . 480 670 919
Property, furniture, equipment,
leasehold improvemaents and righits
under lease agreements, al cosl-net
ol accumutated deprecii tion
and amortization. ... oo e 2 ! 083 480 680 ! : 2 ? 083 920
Other assCIs. . .. .. i e 535 19 7 443 735 19 ! 443 930
TOTAL ASSETS «ovveeinenenn Y$ 1,017,487 540 |$ 19,443 7401% 1.036,930 340
11~ OMIT PENNIE!




l FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
' PART IIA
' BROKER OR DEALER THE LEADERS GROUP, INC. asof __12-31-02
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
l AND CERTAIN OTHER BROKERS OR DEALERS
l LIABILITIES AND OWNERSHIP EQUITY
Al Non-A.l.
l Liabilities Liabilities Liabilities Total
13. Bankloanspayable. . . ................. . 3 [Tazgq $ [Tig§]$$ rﬂf
14, Payabte to brokess or dealers: )
l AL Clearance account ... ..o ... 1114 1315 15(
B Oher. .o\ oo M 1115 1305 | a5
16, Payable to noncustomers, L L. 115645 1355' ’ 161
l 16. Sccutities sold not yel purchased, . . : .
at markel value .. .. .. e ’ 11350 l .| 162
17.  Accounts payable, accrued liabilitics,
l ~expenses and OWher - oo 446,656 f1205] [1385 I 446,656 168
18. Notes and mortgages payable:
A Unsecured . ... o ' 1210 169
B Secured...... ... L. 1211 L ll390 l L 170
I 19. Liabilities subordinated 10 claims
of general creditors:
A, Cash borrowings: . ... . ... ..., ]1400 r;;?
I V. trom outsiders Ts I 970 ]
2. Includes equity subordination {15¢3-1 (d))
ol .... % 980
I B. Securities borrowings, at market value:. . . [—lm [_172
from outsiders  $ 990
C. Pursuani to secured demand note r
I coltateral agreemenlts: ., ... .. ... I 1420 I I_!;i
1. trom outsider: $ l1000'
2. -Includes equily subordination {15¢3-1 (d))
I ol .... $ 1010
D. Exchange memberships contributed for
use of company, at market value., . ... ... ‘1430, {T;Z
l E. Accounts and other borrowings not ‘
qualilied for net capital purposes ....... 1220 1440 175!
20. TOTAL LIABILITIES ........... $ 446,656 1230| $ 1450 | § 446,656 1761
I Ownership Equity
21, Sole proprielorship .o oo e e e e e Es _1_7_7_(
l 22. Partnership (limited partners ... ......... A WO]) 178t
23. Corporation: R
AL Prelerred sTOCK ..o e e e e A9
l B, Common stOCk oo e e 1 ’ 000 179
C. ADdIIonal paidin Capilal .. ...t ettt e e e : 135,000 179
“D. Retained earnings ... ........ . P 576,274 179
SR YT P 179:
I F LSS Capilal STOCK 11 HBOSUIY .« v v et et e et e e e e e e e e e s et e e e e e e e e M 1791
24. TOTAL OWNERSHIP EQUITY « o o e et et et e e e e e e e e e e e $ 590,274 180¢
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY oot et ettt e e $ 1,036,930 |18u
' ' 3 . -12~- OMIT PENNIE

176




FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT
PART 1A

BROKER OR DEALER THE LEADERS GROUP, INC. ‘ asof __12-31-02

COMPUTATION OF NET CAPITAL

1. Totat ownership equity from Stalement of Financiat Condition

s 590,274 3%

2. Deduct ownership equity nol allowable lor Net Capital .. .o e e e e 1'9( ! _9_4_?
3. Total ownership equity qualitied Tor Net Capital . ... ... L e 590,274 350
4. Add:
A. Liabilities subordinated (o claims of general creditors allowable in computation of netcapital. . ................ 352
8. Other {deductions) or allowable credits (List) 352

Total capital and allowable subordinaled liabilities $ 590 I 274 353

Oeductions and/or charges: r
1) P DS —
A. Total nonallowable assets lrom Statement of Financial Condition{Notes B and C} & 19 4 443 3540

B. Secured demand note deliciency

C. Commodity futures contracts and spot commodities-

proprietary capital charges. . .. ... e 3600

e 3610 | 19,443 )62
COther additions and/or allowable credits (LISt . . . e 570 7 831 363¢
¥s 364t

D. Other deductions and/or charges

8. Net capital before haircuts on securities positions

9. IMaircuts on securities {computed, where applicable,

pursuant to 15¢3-1 {1)):

A, Contractual securities COMMITMENTS . . ... o i e $ 3660
3670

8. Subordinated securities borrowings

C. Trading and investment securities:

T EXemMPred SPCUTTIICS . o vttt et e e e ﬂ, 3735
................................................ 3733

J. Options . ....... ... o e e 3730
4. Other securities . 3734

2. Debt securities

3650
E. Other [List} 3736 (. 113740

.................................................................................... $ 570,831 3750
OMIT PENNII

D. Undue Concentration

10. Net Capital

-13-




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
l PART 1A |
BROKER OR DEALER ~ THE LEADERS GROUP, INC. as of 12-31-02
I COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
l P Minimum net copital required 16:2/3% ol ling 1) L e 3 29 ! 777 [—a
12, Minimum dollar net capital requitement al reporting beoker or dealer and minimum net capital requirernent -
of suybsidiaries computed in accordance with Nate [A) L e $ 5 ’ 000
I 13. Netcapitol requirement (greater of Hne 11 06 121 L e $ 29 A 777
14, Excess net capital {line 100ess 1) L e $ 541,054
15. Excess net capital at 1000% (line 10 tess 10% of line 19) .. . ... ... .. ... .. e ,'7$ 526/ 165
l COMPUTATION OF AGGREGATE INDEBTEONESS
1G. Total AL liabitities fram Statermeat of Financhal Coodition, ..o o 0 L L $ - 446 7 656 I?
17, Add:
A Drafts Tor immediate credit. ... e ;-'|$ ‘ 3800 ]
8. Market value of securities borrowed for which no equivalent
l vafue is paid or credited ... e $ 3810 f
C. Otherunrecorded amountsilisth, ... . L 3 3820J $ 38
19, Total aggregate indebtedness . . .. . . 0 e $ 446 , 656 38
l 20. Percentage of aggregate indebtedness to net capital (line 19 2Dy line TO) . . .. . e e % 78 38
21, Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1 (d) .. .. .. .. L. B % 38
l COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
I 22, 2% ol combined aggregate debit items as shown in Formula lor Rleserve Requirements pursuant to Hule
15¢3-3 prepared as of the date ‘ol the net capital computation including both brokers or dealers
and consolidated subsidiaries” debits . ... ... L 8 [_55
I 23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital r
requirement of subsidiaries compuied in accordance with Note [A) oo oo ool ,',3 3t
24. HNetcopital requitement {greater of Hae 22 0v 231 L e $ 3__7
25, Excess netcapital Hine TOless ZA) Lo $ 3¢
26, Nntcapital inexcess of: B
5% of combuned aggregate debrt s o ST20,0000 0 Lo L e e 3 {E
l OMIT PEND
NOTES:
{A] The minimum net capital requirernent should be computed by adding the minimum dollar aet capital requiremient
ol the reporting broker dealer and, for each subsidiary to be consolidated, the greater ol:
1. Minimum dollar net capital requirement, or
2. 6-2/3% ol aggregate indebiedness or 2% of aggregate debits if alternative meathod is used.
(Bl Do nol deduct the value of securities borrowed under subordination agreements or secured demand note
covered by subordination agreements not in salisfactory Torm and the markel values al memberships in
I exchanges contributed for use of company {contra to item 1740} and pariners’ securities which were
included in non-allowable assets.
{C} Forreports tiled pursuant to paragraph {d) ol Rule 17a-5, respondent should provide a list of material
I non-allowabir assets,
-14 -
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPONT -
l ~ - - T PART A
BROKER OR DEALER THE LEADERS GROUP, INC.
l For the period (MMDDYY) trom ¥, 1-1-02 13932110‘] 2-31-02}992
Numbaer of months Included In hls statetnent 12 3931
l STATEMENT OF INCOME (!.OSS)
REVENUE
1. Commissfons: (———
a. Commisslons an transaclfons In exchangs lisled eqully securitles execuled on an exchange.. ........ ... cveenn. $ 3935
b. Commlsslons on listed oplion raNSACHONS . ... ittt it ettt i i M 3938
€. All othear securllies COMMISSIONS .ottt ittt et e e e e e et e s 3939
d. Tolal secUrllies COmMMISSIONG L L et et ettt e e e e e e e 3940
2. Galns or lossas on firm sacurltises trading accounts
a. From markel maklng In oplions on a natlonal sacurilies axchango .. ... . 0 i 3945
I b, From all other 1radIng ..ottt e e e e e e e 1.!;4;
€. Tolal galn (10S8) L.t e e e e e e 2950
3. Goins or losses on lirm securlties INvestment ACCOUNIS ... .. .. ittt e e 3952
4. Prolit (toss) frem underwriting and selling QroURS ... ottt o e e ,', 555;
5, Acvenuo from sale of inveslnenl COMPAnY BMAIES . ... ...t one ettt e et e ettt e e e e e e e e 18,797,463 2370
B, ComMOUIIES TBVBIUE ..ttt et e et e e e e e e e 2,733,181 aﬁa
7. Fees lor account supervision, Invesiment advisory and administralive serviCes ... ...ttt iiron e oo eennnn 56;
B OINOT TOVOMUB ittt it e it s et e e e e e e e e e e e e 55—3—9?
0. T OIBl (OVBNUB Lottt e e s 21 ’ 530 ’ 644 4030
lEXPENSES
10. Salarles and othor employment cosls for genoral parlnoers and voling stockholdor officors ............ccvuinnn.onn. $ 224,233 4120
IH. Other employes compensation and Benollls ... . . . i i ittt et e e e e e ﬁ 900, 647 4115
12. Commisslons pald lo other broker-deslers ................. ... TS DN 4140
R YT - 4o 1T OO 4075
I a. Inciudes Interesl on accounls subjecl to subordination agreemenls ,............... [4070] !
14, Fogulalory 1068 and OXP BSOS . ou ettt it ettt et e et e ae o nr e m s as e nraneineaioeatoniesreennennenaesiarsen 4195
15. Other expenses ...............oeeeevuen e 20,362,109 [4100
|16. TOlal BXPENBES . ittt et e e e e s e e e e e e e e e e e e $ 21,486,989 j4200
NET INCOME
l17. Not Income (loss) belore Federal Income taxos and Hems below (llem 9 less Iltem 16 }...... e $ 43 ’ 655 4210
8. Provislon for Federal Income laxes {1or parenl Only) .. ... e et ittt ey ,! 7 ’ 501 4220
19. Equity In earnings {losses) of unconsolldalod subsidiarles not Included above ......... .. . it 4222
I 8. Aller Federal InComa 1aXes Of ...ttt ie ettt ) |4238]
0. Extroordingry galns (F0SS08) ... vu vt ettt et et aen o te et ot on s oeassenetoansonsenvaas et euniisiees ety ]4224]
a. Aller Fodearal Income taxas ol ... ... .. i i i e e [4239]
1. Cumitalive effecl of changas In accounting princlples ... .. . i i i ittt et ettt it enie i cennnenn 4225
2. Net Income (loss) alter Federal income taxes and oxtraordingry IBIMS . ... i ter ittt in i eninereantaraeieneons 3 36 , 154 4230
lAONTI-ILY INCOME
3. Income (curtent monih only) belore provision for Foderal income laxes and exlraordinary ems. .. .. ............... $ 142”1
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HA

BROKER OR DEALER  THE LEADERS GROUP, INC.

For the peciod (MMDUY Y} from 1-1-02 to 12-31-02

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PﬂOPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, heginning of period. . .o e e $ 554 ’ 118 ‘AEEE
A NetIneome HOss). oo e e e 36 7 154 _425¢C
B. Additions (Includes non-conforming capital of Rounding . . . T 4262 |) 2 426C
C. Deductions {Includes non-conlonmingcapital ol .. ... .. .. ... ... .. .. ... $ 4272 4 1270
2
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, DEginning of PerioU . oo e e e e e e ,', $ ["a300
A IICIRBASES o o e e e e e e e e e e e e e 4310
Bl DECIBaSES . o o ottt e e e e e e e e e e e 4320
4. Balance, end of peciod (Fromitem 3520}, ..o e e e $ I 4330

. Balance, end of period (Fromitem 1B00) .. .. e e e 3 590 ' 274 ‘ 4290
OMIT PENNIES

\ ~16-
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HIA

BROKER OR DEALER

asof _ 12-31-02

THE LEADERS GROUP, INC.

Exemplive Provislon Under Rule 15¢3-3

N
[

. A\
firm 5

which such exemplion is based (check one. only)

A, (k) {1}—8$2,500 capital calegory as per Rule 15¢3-1

B. (k) (2H{A)—"Special Account for the Exclusive Benelil of

C. (k) {2){B)—Al customear ransaclions cleared through another

broker-dealer on a fully disclosed basis. Name ol clearing

I an exemplion from Nule 15¢3-3 is claimed, identily bolow lhe section tpon

] 4550

cUSIOMErs” MalNlalned o e e e e e

[a500

4570

Type o! Proposed
wilhdrawat or
Accrual

Sea below lor
-code 1o enter

. {k) (3)—Exempled by order of the Commission

which have no! been deducled in the compulation of Nel Capilal.

4580

Ownership Equity and Subordinaled LiabHitles maturing or proposed to be

withdrawn within the nex! six months and accruals, (as defined below),

Amount to be With- (MMDDYY) Expecl
Insider or drawn {cash amount Withdrawal or ~ lo
i OQulsider? and/or Nel Capilal Maturily Renew
Name ol Lender or Conlribulor {In or OQul} Value ol Securiligs) Dale {yes or no)

4600

=

4601

I 4602]

I 4603 l

I 4604 I

| 4605

4610

4611

o

I 1613 l

EGD

© [as15

4620

=

4621

l 4622

| 4623 I

I 4624 l

[ 1625

-

g

-

4631

[wea2]

53]

‘ 4634 I

| 4635

4630

I N EE T IS B IS S EE I a.
-
.. (o] .

T

4640

4641

I 4642 l

I 4643 '

l 4644 l

l 4645

4650

4651

I 4652 '

=

l 4654 l

[ 4655 |

-

4660

HEEEEE

4661

l 4662 I

! 4665

g 1

b “as70 | [(4671] [ 4672 [ 4673 ] [a674] [4675 |
| 7o) (o) [ ) () [w)

4690

I 4691'

' 4692

1 4695 i

i

TOTAL $ 1

NONE I 4699 |

OMIT PENNIES

wstruclions: Delail listing must Include the tolal of items maluring during the six month period following the

_reporl dale, regardiess of whether or nol the capilal conlribution is expected to be renewed. The
schedule musl also include proposed capltal wilhdrawals scheduled within the six month

than six months.
YITHDRAWAL CODE: DESCHIPTION

Equitly Capilal

Subordinated Llabitities

Accruals

15¢3-1(c){2){lv} Liabiilies
A

P R

[
~
3

period loliowing the report date including the proposed redemplion o!f stock and payments ol
Habilities secured by lixed assels {(which are considered allowable assels in the capital computation
prrsuant to Rule 15c3-1(c)(2)(iv)), which could be requirted by the fender on demand or in less




TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDERNT PUBLIC ACCOUNTAMT whost opinion is contained in this Hepon

Name (Hindividual, state fast, Hist, middle name}

RICKORDS & ASSOCIATES, P.C.

617 N. 17TIl STREET, SUITE 100 COLORADO SPRINGS l—EIO 20 80904
ADDRESS Number and Street City Siate Zip Code
) } 71 _:—_“7—;, l 73 l l 71 J
Check One
() Certilied Public Accountant [ 7!5J FON SEC USE
(1 Public Accountant [ 76 l I l

{ ) ‘l Accountant not resident in United States or , 17 I

any of fts possessions

DO NOTWIHTE UMNODEN THIS LINE .., FON SEC USE ONLY

WO LOCATION NnEronT oarTe DOC. SEQ. MO, cAlv
MM/DDIY Y

50 T
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THE LEADERS GROUP, INC.

Computation for Determination of Reserve
Requirements in accordance with Rule 15c¢c3-3

and

Reconciliation of Computation of Reserve
Requirements pursuant to Rule 17a5(d) (4)

and

Information Relating to the Possession or
Control Requirements under Rule 15c¢3-3

Under the Securities Exchange Act of 1934

December 31, 2002

Under Rule 15c3-3(k) (1) The Leaders Group, Inc. is exempt
from a computation for termination of Reserve Requirements
are required under Rule 15c¢3-3 the respective Reconciliation
of Computation for determination of Reserve Requirements are
required under Rule 17a5(d) (4) and information relating to
the possession of control required under Rule 15¢3-3.
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THE LEADERS GROUP, INC.

Computation of Aggregate indebtedness and net capital in
accordance with Rule 15c-1 under the Securities Exchange Act

of 1934.

December 31, 2002

Aggregate indebtedness:

Accrued expenses $446,565
Total aggregate indebtedness $446,565
Net capital:
Credit items:
Retained earnings _ $576,274
Additional paid-in capital and
common stock 14,000
Total credit items 590,274
Deductions and charges: 19,443
Nonallowable assets
Total deductions and charges 19,443
Net capital $570,831
Capital requirements:
Required capital $ 29,777
Net capital in excess of reguirements 541,054
Net capital 5570,831
Percent of aggregate indebtedness to net
capital 78%

There were no liabilities subordinated to claims of general creditors.

-20-




THE LEADERS GROUP, INC.

Reconciliation of Net Capital Pursuant to Rule 15c3-1
Under the Securities Exchange Act of 1934

December 31, 2002

Computation of Net Capital:

Net capital as reported on 17a-Part IIA
(Focus Report) as of December 31, 2002 $570,831

There were no adjustments that affect net capital.

-21-




\\ 617 North 17! Street
RICKORDS &ASSOCIATES, P.C.  Colorado Springs, CO 80904
CERTIFIED PUBLIC ACCOUNTANTS (719) 444-0770 (800) 480-0770 Toll Free
/// {719} 444-0909 Fax (877) 457-2232 Toll Free Fax

\

Accountants’ Report of Material Inadequacies

Our examination of the basic financial statements presented in the preceding section of
this report was made in accordance with Rule 17a-5(j). In our opinion, no material
inadequacies were found to exist in the accounting system and procedures or the system
for handling and safeguarding customer’s securities during the periods ended December
31, 2002 and 2001.

Y dpancediv, P. C.
W@éW,fC

February 18, 2003
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N . e . . X 617 North 17t Street
RICKORDS &ASSOCIATES, P.C. Colorado Springs, CO 80904

CERTIFIED PUBLIC ACCOUNTANTS (719) 444-0770 (800) 480-0770 Toll Free
(719) 444-0909 Fax (877) 457-2232 Toll Free Fax

\

Board of Directors
The Leaders Group, Inc.:

In planning and performing our audit of the financial statements and supplemental
schedules of The Leaders Group, Inc. (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 consolidated 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 (or aggregate debits) and net capital under 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:

l. Making quarterly securities examinations, counts, verifications, and
comparisons

2. Recordation of differences required by rule 17a-13

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 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 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

23




Page 2

The Leaders Group, Inc.

February 18, 2003

properly to permit the preparation of financial statements in accordance 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 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 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.

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 Securities Exchange Commission’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, National Association of Securities Dealers, Inc. (NASD), and
other regulatory agencies that 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.

7 W P c.
Rickords & Associates, P.C.
Colorado Springs, Colorado
February 18, 2003
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