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OATH OR AFFIRMATION

L Geraldine M. Mullan c . swear (or affirm) that, to the best of

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

Coventry Investmernt Services Limited Partnership as

of December 31 .20 03 . 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, except as follows:

Signature
Geraldlne M. Mdllan, Chief Executive Officer

CPSC Investment Services Corp., General Partmner

Limited Ptnrshig

Notary Public MY C@WSS@NEXF’RESGNE

—3

his 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 Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Reqmrements 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 unaudited Statements of Financial Condition with respect to methods of
consolidation. .

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report

{n) Areportdescribing any material inadequacies found to exist or found to have ex1sted since the date of the previous audnt

HOR 0 OHEEEESIEREE

**For conditions of confidential treatment of certain por'tions of this filing, see section 240.17a-5(e)(3).
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i’i ERNS T& VOUNG ' ® Ernst & Young Ltp & Phone: (410) 539-7940

621 East Pratt Street Fax: (410) 783-3832

Baltimore, Maryland 21202 www.ey.com

Report of Independent Auditors

Partners
Coventry Investment Services Limited Partnership

We have audited the accompanying balance sheets of Coventry Investment Services
Limited Partnership (the Partnership) as of December 31, 2003 and 2002, and the related
statements of operatiors, partners’ capital and cash flows for the years then ended. These
financial statements are the responsibility of the Partnership’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. 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 inciudes 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 {inancial 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 Coventry Investment Services Limited Partnership at
December 31, 2003 and 2002, 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.

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 I and II 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 under the Securities
Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in our 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.

St ¥ MLL’?

February 20, 2004
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 Assets
Current assets:

Coventry Investment Services Limited Partnership

Balance Sheets

December 31
2003 2002

Cash $ 14,374 $ 14,615
Prepaid expenses 2,367 2,248
Total current assets 16,741 16,863

Liabilities and partners’ capital
Current liabilities:

Accounts payable to related party 1,375 410
Accounts payable — 50
Total current liabilities 1,375 460
Partners’ capital: _
General partner (85,194) (75,805)
Limited partners 100,560 92,208
Total partners’ capital 15,366 16,403
Total liabilities and partners’ capital $ 16,741 $ 16,863

See accompanying notes.
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Coventry Investment Services Limited Partnership

Statements of Operations

|

l

Year ended December 31
2003 2002
Revenue:
Commissions $ - $ -
Expenses:
Salaries 16,185 16,728
Occupancy expenses:
Rent 312 297
Insurance 5 5
Taxes—real estate and property 81 66
398 368
Office expenses:
Supplies 34 84
Office equipment maintenance 18 13
Office equipment rental 33 28
Courier and postage 615 113
700 238
Regulatory licenses and dues 4,763 5,341
Accounting and audit fees 9,546 6,100
Professional expenses:
Conference - 558
Travel and entertainment 105 274
105 832
Other expenses:
Overhead allocation from CPSC 5,370 18,245
Other 493 565
5,863 18,810
Total expenses 37,560 48,417
Net loss $(37,560) $(48,417)

See accompanying notes.
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Coventry Investment Services Limited Partnership

Statement of Partners’ Capital

Balance at December 31, 2001
Contributions
Distribution of preferred return
Net loss for 2002

Balance at December 31, 2002
Contributions
Distribution of preferred return
Net loss for 2003

Balance at December 31, 2003

See accompanying notes.
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Total

General Limited Partners’
Partner Partners Capital
$(63,701) $ 80,597 $ 16,896
- 83,231 83,231

- (35,307) (35,307)
(12,104) (36,313) (48,417)
(75,805) 92,208 16,403
- 77,301 77,301

- (40,778) (40,778)
(9,389) (28,171) (37,560)
$(85,194) 100,560 $ 15,366
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Coventry Investment Services Limited Partnership

Statements of Cash Flows

Operating activities
Net loss
Adjustments to reconcile net loss to net cash used in
operating activities:
Changes in operating assets and liabilities:
Prepaid expenses
Accounts payable
Accounts payable to related party
Net cash used in operating activities

Financing activities
Partner contributions (distributions), net

Net decrease in cash
Cash at beginning of year
Cash at end of year

See accompanying notes.
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Year ended December 31
2003 2002
$(37,560) $(48,417)

(119) 1,083
(50) (567)
965 (1,622)
(36,764) (49,523)
36,523 47,924
(241) (1,599)
14,615 16,214
$ 14,374 $ 14,615
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Coventry Investment Services Limited Partnership

Notes to Financial Statements
December 31, 2003

1. Organization and Significant Accounting Policies
Organization

Coventry Investment Services Limited Partnership (the Partnership) was formed on
October 1, 1988, to act as a broker/dealer for the sale of direct participation program
securities. The Partnership acts as a placement agent for the sale of limited partnership
interests on behalf of other affiliated entities that provide comprehensive services in the
field of continuing care for the aging.

Revenue Recognition
The Partnership records commission revenue upon the closing of placement transactions.
Income Taxes

No provision for federal and state income taxes is necessary in the financial statements
because the Partnership is not subject to federal and state income taxes. The tax effect of
its activities accrues to the partners.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and
assumptions that affect the amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those
estimates.

2. Distributions to Partners

The Partnership is required to distribute an annual preferred return equal to 12% of the
additional capital advanced by the limited partners annually for the funding of its first
year’s expenses and all capital necessary to maintain the SEC net capital requirements.
For 2003 and 2002, the preferred return earned and distributed was $40,778 and $35,307,
respectively. :

0402-0513639-BAL 6
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Coventry Investment Services Limited Partnership

Notes to Financial Statements (continued)

3. Related Party Transactions

As described in Note 1, the Partnership acts as a placement agent for the sale of
securities, including lirnited partnership interests in its affiliates.

A substantial portion of the Partnership’s expenses are incurred by CCRC Provider
Services Corporation (CPSC), the parent of the Partnership’s partners. These expenses,
which include salaries, rent, office expenses and overhead, are allocated to the
Partnership based on an estimate of resources used. If the Partnership operated
independently of its parent, the expenses incurred could differ significantly from those
reported in the accompanying statements of operations.

As of the years ended December 31, 2003 and 2002, the Partnership owed CPSC $1,375
and $410, respectively, for expenses paid by CPSC on the Partnership’s behalf.

0402-0513639-BAL 7
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Coventry Investment Services Limited Partnership

Computation of Net Capital

Schedule I

quker or Dealer

1.
2.
3.

~

There were no differences between the above Computation of Net Capital and the
Partnership’s computation included in Part ITA of the Form 17a-5(a) as of December 31,

Total ownership equity from Balance Sheets
Deduct ownership equity not allowable for Net Capital
Total ownership equity qualified for Net Capital
A Liabilities subordinated to claims of general
creditors allowable in computation of Net Capital
B. Other (deductions) or allowable credits (List)
Total capital and allowable subordinated liabilities
Deductions and/or charges:
A Total nonallowable assets from Balance Sheets
(Prepaid expenses)
B. Secured demand note deficiency
C. Commodity futures contracts and spot commodities
proprietary capital charges
D. Other deductions and/or charges
Other additions arid/or allowable credits (List)
Net capital before haircuts on securities positions
Haircuts on securities (computed, where applicable,
pursuant to 15(c)3-1(f)):
A. Contractual securities commitments
B. Subordinated securities borrowings
C. Trading and investment securities:
1. Exempted securities
2. Debt securities
3. Options
4. Other securities
D. Undue concentration
E. Other (List)
Net capital

2003.

0402-0513639-BAL

Year ended December 31
2003 2002
$ 15,366 $16,403
15,366 16,403
15,366 16,403
2,367 2,248
12,999 14,155
$ 12,999 $14,155




)

Coventry Investment Services Limited Partnership

Determination of Reserve Requirement Under Rule 15¢3-3 of the
Securities and Exchange Commission

Schedule II
December 31, 2003

Exemption to SEC Rule 15¢3-3

Coventry Investment Services, Limited Partnership claims an exemption from SEC Rule
15¢3-3 as Coventry Investment Services, Limited Partnership carries no margin accounts,
promptly transmits all customer funds and delivers all securities received in connection
with activities as a broker/dealer, does not otherwise hold funds or securities for, or owe
money or securities to customers and effectuates all financial transactions between the
broker/dealer and customers through one or more bank accounts, each to be designated as
“Special Account for the Exclusive Benefit of Customers of Coventry Investment
Services, Limited Partnership.”

0402-0513639-BAL 9
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Report of Independent Auditors on Internal Control
Required by SEC Rule 17a-5

Partners
Coventry Investment Services Limited Partnership

In planning and performing our audit of the financial statements and supplemental
schedules of Coventry Investment Services Limited Partnership (the Partnership) for the
year ended December 31, 2003, 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 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 Partnership,
including tests of compliance with 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 17a-3(a)(11) and
for determining compliance with the exemptive provisions of rule 15¢3-3. Because the
Partnership 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 Partnership in any of the following:

1. Making the 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
Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Partnership is responsible for establishing and maintaining
internal control 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 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 criteria. 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
Partnership has responsibility are safeguarded against loss from unauthorized use or

0402-0513639-BAL 10
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disposition, and that transactions are executed in accordance with management’s
authorization and recorded properly to permit preparation of financial statements in
conformity with accownting principles generally accepted in the United States. Rule 17a-
5(g) lists additional criteria of the practices and procedures listed in the preceding

paragraph.

Because of inherent limitations in internal control or the practices and procedures referred
to above, misstatements due to errors or fraud may occur and not be detected. Also,
projections of any evaluation of them to future periods are subject to the risk that internal
control 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 material weakness is a condition in which the
design or the operation of the specific internal control components does not reduce to a
relatively low level the risk that errors 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, including control activities for
safeguarding securities, and its operation that we consider to be material weaknesses as
defined above.

We understand that practices and procedures that meet the criteria referred to in the
second paragraph of tais 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 meet such criteria in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Partnership’s practices and procedures were adequate at December 31,
2003, to meet the SEC’s objectives.

This report is intended solely for the use of the partners, management, the SEC, the New
York Stock Exchange, and other regulatory agencies which 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.
éxvmt ¥ MLLP

February 20, 2004
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