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OATH OR AFFIRMATION

|, __GENEVIEVE FREDA , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

HERBERT J. SIMS & CO., TNC.-.
SEPTEMBER 30 ,2003 , are true and correct. I further swear (or affirm) that

, as

of
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classifies solely as that of a customer, except as follows:

NO EXCEPTIONS

- Signature
GENEVIEVE FREDA

SECRETARY - TREASURER
Title

Subscribed and sworn to. before me

Notarv Public

" ) Thls rcport i contains (check all appllcable boxes):
E ~y(2) “Facing Page. .
f"?E!,w(rb)-'Statcmcm of Fmancfzﬁ Condmon
" (¢) Statement of Income (Loss)..
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders Equity or Partners or Sole Propnetors Capltal
(f) Statement of Changes in Liabilities Subordmated to Clarms of Creditors.
(&) Computanon of Net Capztal ,
(h) Computation for Determination of Reserve Requlrements Pursuant to Rule 15¢3- 3
(i) Information Relating tothe Possession or- Control Requirements Under Rule 15¢3-3.
G0 A Reconc:llanon including appropriate explanation of the Computation of Net Capital Under Rule ]5c3 3 and Ihe
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audrted and unaudxted Statements of Financial Condltlon with respect to methods of

consolidation.
(1)* An Qath or Afﬁrmatlon

(m) A copy of the SIPC Supplemental Report
(n) A report descrrbmrJ any materxal 1nadequac1es found to exist or found to have existed since the date of the previous audxt. ;

-DDE.QLQDQDDDDD

**For conditions of conﬁa.’ential :'reatmenr of certafn portions of this Jiling, see section 240.17a-5(¢)(3).




FOX & JURAN
CERTIFIED PUBLIC ACCOUNTANTS
295 MADISON AVENUE

MEMBERS

AMERICAN INSTITUTE OF

NEW YORK, N.Y. 10017 CERTIFIED PUBLIC ACCOUNTANTS
MARTIN MERMELSTEIN, C.PA. TEL. 212-689-4871 NY STATE SOCIETY OF
HOWARD CLAMPMAN, C.PA. FAX 212-689-4843 CERTIFIED PUBLIC ACCOUNTANTS

To The Board of Directors and Stockholder
Herbert J. Sims & Co., Inc.

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

we have audited the accompanying consolidated balance sheet of Herbert 3.

Sims & Co., Inc. and Subsidiaries as of September 30, 2003. 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
statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the balance
sheet. An audit also includes assessing the accounting principies 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 consolidated balance sheet referred to above presents
fairly, in all material respects, the financial position of Herbert J. Sims &

Co., Inc. and Subsidiaries as of September 30, 2003 in conformity with accounting
principles generally accepted in the United States of America.

0~7<f ~ —o
New York, N.Y

October 21, 2003




HERBERT J. SIMS & CO., INC.
AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

SEPTEMBER 30, 2003

ASSETS
Cash and cash equivalents (Notes 1F and 9) $ 665,438
Securities owned at market value (Note 1C) 6,568,551
Prepaid expenses, etc. 715,751

Secured demand note receivable collateralized

by marketable securities (Note 5) 450,000
Equipment and furniture, at cost less accumulated
depreciation of $430,235 (Note 1E) 108,847
Accrued interest receivable 88,106
Investments (Note 2) 107,314
Deposits (Note 8) 52,596
Other assets 3.300
TOTAL ASSETS $ 8,770,003

See Notes To Consolidated Financial Statements

2.




HERBERT J. SIMS & CO., INC.
AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

SEPTEMBER 30, 2003

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES:

Securities sold not yet purchased, at market value

(Note 10) $ 614,702
payable to clearing agent, net (Note 4) 1,884,468
Accounts payable and accrued expenses 692,851
Income taxes (Note 6) 354,974
Loan payable - officer _ 426,932

$ 3,973,927
Subordinated Borrowings (Note 5) 450,000
TOTAL LIABILITIES $ 4,423,927

Commitments and Contingencies (Note 8)
STOCKHOLDER'S EQUITY:

Common stock, no par value; authorized 2,500

shares, issued 2,119 shares $ 64,939
Additicnal paid-in capital 184,212
Retained earnings 4,740,708
Less treasury stock, at cost ( 643.,783)
TOTAL STOCKHOLDER'S EQUITY 4,346,076
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 8,770,003

See Notes To Consolidated Financial Statements

3.



HERBERT J. SIMS & CO., INC.
AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements include the accounts of the
Company and its wholly-owned subsidiaries, Sims Mortgage Funding, Inc.,
HJS Advisors, 1Inc. and Herbert J. Sims Capital Management 1Inc.
Appropriate inter-company balances and transactions have been
eliminated (See Note 2).

Security transactions are recorded on a settlement date basis which is
generally three business days after trade date.

Securities are stated at fair market value. Unrealized gains and
losses are reflected in income currently.

The Company recognizes income from underwriting participation and
underwriting management fees on the date of settlement with the issuer
of the related debt securities.

Depreciation of furniture and equipment is computed using various
accelerated methods over class lives of generally five to seven years.

Cash balances at the Company’s financial dnstitutions may exceed
insurable amounts. The Company believes it mitigates its risks by
depositing cash and equivalents in major financial institutions.

THE COMPANY

The Company, which is a wholly owned subsidiary of Teksys Corporation,
a holding company, operates as a securities broker & dealer and also
engages in other related financial activities. Sims Mortgage Funding,
Inc., a wholly-owned subsidiary of the Company, provides HUD-insured
mortgage banking services. HIS Advisors, Inc., a wholly-owned
subsidiary of the Company, acts as managing member/limited partner in
three entities in which it has an interest. Herbert J. Sims Capital
Management Inc. is inactive. The Company acquired during the year a 70%
interest in Sims-Ashville, LLC which in turn, has a 50% interest in a
retirement facility. The Company accounts for this investment under
the equity method.



HERBERT J. SIMS & CO., INC.
AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003

CUSTOMER TRANSACTIONS

The Company is exempt from reserve requirements for broker-dealers
under Rule 15c3-3 sub-paragraph (k)(2)(ii) as it clears financial
transactions with customers through a clearing agent, on a fully
disclosed basis as an introducing broker, and meets all other
requirements of the Rule.

FINANCIAL ACCOMMODATIONS - CLEARING AGENT

under its fully disclosed clearing agreement, the Company has agreed
to maintain a "Deposit Account” that shall at all times contain cash
and/or securities with a market value of $100,000.

SUBORDINATED BORROWINGS

The subordinated liability payable to the Company's principal officer
is pursuant to a secured demand note collateral agreement which matures
May 31, 2004. The agreement has been approved by the National
Association of Securities Dealers, Inc. and the subordinated borrowing
is available for use 1in computing net capital under the Securities &
Exchange Commission's uniform net capital rule. Such borrowing may not
be repaid to the extent it 1is required to maintain compliiance with
minimum net capital requirements. Cash and securities in the amount
of approximately $577,000 has been deposited, as collateral, with the
clearing agent as required by the agreement (See Note 11).

INCOME TAXES

Income tax expense of the Company consists of the following:

Current Federal and State income taxes § 442,624
Less: Tax benefit from loss in Joint venture 95,000
$ 347,624

Income tax expense has been reduced by net operating losses and
contribution carryforwards and tax exempt interest.



HERBERT J. SIMS & CO., INC.
AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003

401(K) EMPLOYEE SAVINGS AND RETIREMENT PLAN

As of January 1, 1995, the Company adopted a 401(k) Employee Savings
and Retirement Plan covering all eligible employees, as defined.
Employee contributions of up to 15% of paid compensation may be made,
subject to defined limitations. Employer contributions to the plan are
discretionary and are based on participants’ annual compensation. For
the year ending September 30, 2003, the Company made no contribution
into the plan.

COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company enters into "when issued”
and underwriting contractual commitments. At September 30, 2003 there
were no unsold open contractual commitments relating to such
transactions.

The Company Jeases various office space 1in Connecticut, Florida,
California and New Jersey under agreements extending through September
2006. Minimum annual rentals are as follows:

YEARS ENDED SEPTEMBER 30,

2004 $ 415,389
2005 125,072
2006 45,062

In addition, the Company 1is responsible for 1its share of future
increases in building taxes, utilities and operating expenses. The
Company has deposited with the Tandlords $52,596 as security.

The Company leases office equipment under non-cancelable operating
Teases that expire as follows:

YEARS ENDED SEPTEMBER 30,

2004 $ 145,993
2005 53,984
2006 30,616
2007 6,348



10.

HERBERT J. SIMS & CO., INC.
AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003

COMMITMENTS AND CONTINGENCTES (CONTINUED

The Company's wholly owned subsidiary, Sims Mortgage Funding, Inc.
lTeases office space in Pearl River, New York under an agreement
extending through July 31, 2006. Security in the amount of $6,098
has been deposited with the landlord. Minimum annual rentals are
As follows:

YEAR ENDED SEPTEMBER 30,

2004 $ 40,313
2005 40,624
2006 35,156

FINANCTAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

At September 30, 2003 cash on deposit in a high quality financial
institution exceeded insured bank 1imits by approximately $380,000.

LITIGATION

The Company is, from time to time, a party to legal proceedings
arising in the normal course of its business. Management believes
that none of the legal proceedings currently outstanding will have a
material adverse effect on the Company’'s business, financial condition
or results of operations.



HERBERT J. SIMS & CO., INC.
AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003

11.

12.

MINIMUM NET CAPITAL

The Company is subject to Rule 15¢3-1 of the Securities Exchange Act
of 1934 which requires that the ratio of aggregate indebtedness to
net capital, as defined, shall not exceed 15 to 1. Net capital and
the related net capital ratio may fluctuate on a daily basis. At
September 30, 2003 the Company's net capital and aggregate
indebtedness, as defined, were $2,996,942 and $1,503,760
respectively. The net capital ratio was .5018 to 1 or 50.18%. Net
capital exceeded requirements by $2,746,942.

ANNUAL REPORT

Pursuant to Rule 17a-5 of the Securities and Exchange Commission,
the Statement of Financial Condition is available for examination at
the Company's principal place of business 1221 Post Road East
wWestport, Connecticut 06880 and at the regional office of the
Commission located at 233 Broadway, woolworth Building, New York,
New York 10279.



HERBERT J. SIMS & CO., INC.
AND SUBSIDIARIES

CONSOLIDATED STATEMENT
OF FINANCIAL CONDITION

SEPTEMBER 30, 2003



