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OATH OR AFFIRMATION

I, Jertry Fedasch, 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 Regicnal
Investment Services, 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 as that of a customer.

l,g{{ﬂlﬂ'&'&\
. >,

(

JILL S. PARTIN
Notary Public, Stata of Ohio
My Commisslon Expirgs 09-03-07

Public

This report contains: (check all applicable boxes)

(xx) (a) Facing Page

(xx)(b) Statement of Financial Condition

(xx) (c) Statement of Income

(xx) (d) Statement of Cash Flows

(xx)(¢) Statement of Changes in Stockholders’ Equity or Partners' or Sole Proprietor's

' Capital

( ) (B Statement of Changes in Liabilities Subordinated to ¢laims of Creditors

Additional financial information: :

(xx)(g)  Computation of Net Capital

( ) ) Computhtion for Determination of Reserve Requirement Pursuant to Rule 15¢3-3

() @) Inforrnaéio.:! Relating to the Possession or Control Requirements Under Rule

' 15¢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

(xx) (1) An Oath or Affirmation

() (m) A copy of the SIPC Supplemental Report

() (m) A Report describing any material inadequacies found to exist or found to have
existed since the date of the previous audit

(xx) (o) Independent Auditor's Supplementary Report on Internal Control
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REGIONAL INVESTMENT SERVICES, INC.
Statement of Financial Condition

@ December 31, 2002

’ Assels

g Cash $ 25,570
Commissions receivable 9,829

' Prepaid expenses 117

| 5 35515

'. Liabilities and Stockholders’ Equity

g Liabilities:

i Commissions payable $ 5915
| Income tax payable 384
r' 6,299
. Stockholders’ equity:

: Common stock, no par value, 850 shares authorized,

100 1ssued and outstanding 12,000
Retained earnings 17,217
rl Total stockholders’ equity 29.217
tl $335.516
fl See Notes to Financial Statements.
Page 2
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REGIONAL INYESTMENT SERVICES, INC.
Statement of Income
Year ended December 31, 2002

Revenue:
Commissions $ 193,238
Operating Expenses: )
Commissions ' 172,029
Rent and support services 12,000
Regulatory fees 2,443
Professional fees 5,080
Other miscellaneous 865
Total operating expenses 192,417
Income before provision for income taxes 821
Provision for current income taxes 270
Net Income $___ 551

See Notes to Financial Statements.

Page 3
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REGIONAL INVESTMENT SERVICES, INC.
Statement of Changes in Stockholders’ Equity
Year ended December 31, 2002

Common “Retained
Stock Eamings Total
Balance, beginning of year $ 12,000 $ 16,666 $ 28,666
Net income 551 551

$.12.000 $17.217 $29.217

Balance, end of year

See Notes to Finarlciiil Statements.

BooB/012
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REGIONAL INVESTMENT SERVICES, INC.

Statement of Cash Flows
Year ended December 31, 2002

Operating activities

Net income $ 551
Adjustments to reconcile net income to .
net cash provided by operating activities:
Changes in:

Comtmissions receivable 1,535

Prepaid expenses 1,310
Commissions payable (1,615)

Income taxes payable 384

Net cash provided by operating activities 2,165

Cash, beginning of year 23,405
Cash, end of year §$25,570

See Notes to Financial Statements.

Page §
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. REGIONAL INVESTMENT SERVICES, INC.

Notes to Financial Statements
December 31, 2002

1. Nature of Operatiohs and Suminary of Significant Accounting Policies

Nature of operatiofis - Regional Investment Services, Inc. is registered as a broker-dealer
under the examinidf authority of the National Association of Security Dealers. The
Company, on a fully disclosed basis, clears customer transactions through an unaffiliated
broker-dealer which also maintains the customer accounts.

Concentrations of credit risk - The Company has a retail and institutional customer base
located generally in Ohio, Indiana and Kentucky. Under the correspondent agreement with
its clearing broker, the Company has agreed to indemnify the clearing broker from
damages or losses resulting from customer transactions. The Company is therefore
exposed to off-balance sheet risk of loss in the event customers are unable to fulfill
contractual obligations.

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 estirnates and assumptions that cffect the reported amounts of assets and liabilities
and disclosure 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 those estimiates.

Revenue recognition - Commissions are recorded on a trade-date basis as securities
transactions occur.

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
asgets 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. There were no deferred income tax assets or liabilities
at December 31, 2002. '

2. Related party transactions

During 2002, a business entity controlled by the majority stockholder of Regional
Investment Services, Inc. provided primarily sall the facilities, equipment, and
administrative support for the Company. - The Company was charged $12,000 for this
support in 2002,

The Company incdrred approximately $27,949 of commission expense earned by its
staockholders.

Page 6
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REGIONAL INVESTMENT SERVICES, INC.

Notes to Financial Statements
December 31, 2002

3. 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, botl| 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. At December 31, 2002 the Company had net capital of $25,185
which exceeded the minimum required amount by $20,185; and the Company's ratio of

- aggregate indebtedness to net capital was 0.25to 1.

Page 7
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REGIONAL INVESTMENT SERVICES, INC.
Comburation of Net Capital Pursuant to Rule 15¢ 3-1
December 31, 2002
Total stockholders” equity ” $ 29,217
Deduct non-allowable assets
Commissions receivable (3,915)
Prepaid expenses (117)
Net Capital $25.185
Aggregate indebtedness:
Commissions payable $ 5915
Income taxes payable 384
Total aggregate indebtedness $_6.299
Ratio of aggregate indebtedness to net capital 25%
Minimum net capital required to be maintained (greater
of $5,000 or 6-2/3% of aggregate indebtedness of $12,755) $_.5.000
Excesg Net Capital $.20,185
Excess Net Capital at 1000% (net capital less 10%
aggregate indebtedness) $24,555
Reconciliation of the Company's Computation of
Net Capital with Audited Computation
December 31, 2002
Net capital, per Part I1A of Form X-17A-5(a) filed as of December 31, 2002 $.25.188
Net capital per audited Financial Statements $25,185

Page 8
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Independent Auditors' Supplementary
Report on Internal Control

The Board of Directors
Regional Investment Services, Inc. R

In planning and performing our audit of the financial statements and supplemental schedule of
Regional Investment Services, Inc. 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 financial statements and not
to provide assurance on the 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 and net capital under rule
17a-3(a)(11) and for determining compliance with the exemptive provisions of 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; z

" 1.” 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 Systern.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
regponsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls, 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 internal control 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 fransactions are executed in accordance with
management's authorization and recorded properly to permit preparation of financial statements
in conformity with accounting principles generally accepted in the United States of America.
Rules 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding

paragraph,
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Because oftinherent limitations in internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaiuation 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 internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A malerial weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level the
risk that error or fraud 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 internal
control 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 SEC's
objectives.

This report recognizes that it is not practicable in an organization the size of Regional Investment
Services, Inc. to achieve all the divisions of duties and cross-checks generally included in a
system of intemnal control and that, alternatively, greater reliance must be placed on surveillance
by management.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC and other regulatory ayiencies 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.

,@(4 «»

BKD, LLP
Cincinnati, Ohio
January 16, 2003
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