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 RDERKENLEYBASSOCATES

* INDEPENDENT AUDITOR'S REPORT

To the Board of Directors

-We have audited the accompanying statement of financial condition of Sycamore Financial Gro
. December.31,2003 ‘and 2002 and the related statements of income, changes in stockholder's equity, and cash
flows for the years then ended. These financial statements are the responsibility-of the Compan ‘
- Qur responsibility is to express an opinion on these financial statements based on our audit.

i We conducted our audi“c',ihfaccordancg _wi_th ge érally acéeptéd.'aliditing standards. Tho
- we plan and perform the audit to obtain reaso

material misstatement.

- disclosures in the financial statements. Anau .
_ significant estimates made by management, as well as evaluating the overall financia

. Sycamore Financial Group-
- Kokomo, Indiana 46902 .~

up as of

y's management. =

se stAandar‘dé require that .
nable assurance about whether the financial statements are freeof =
An audit includes examining, on a test basis, evidence supporting the amounts and

dit also includes assessing the accounting principles used and
1 statement prese_ntation. ,

We beli_eveuthat our audit providesa reasonable basis for our opinion.

“In our opinibh, the‘ ﬁﬁdncia ‘ '
position of Sycamore Financial Group as of December 31,2003 and 2002 and the resul
" its cash flows for the years then

_States of America.

. Our examination was made for the purpose of forming an opinion on

] statements referred to above presént fairly, in all material respects, the_ financial

sults of its operationsand

ended in conformity with accounting principles generally accepted in the United

the basic financial statements, takenasa

whole. The information contained in Schedules Tand II is presented for purposes of additional analysis and is

" not a required part of the basic financial statements, but is supplementary information required b
- the Securities and Exchange Commission. Such information has been subjected t
~“applied in the examination of the basic

yrule 17a-5 of -
' : o the auditing procedures
financial statements and, in our opinion, 1s fairly stated in all material

“respects.in relation to the basic ﬁnancial statements taken as a whole.

Q. By

K Rider Kenley & Associates L
- January 14,2004 - :

(.
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. SYCAMORE FINANCIAL GROUP
STATEMENTS OF FINANCIAL CONDITION
, December 31, 2003 and 2002 ,

2003

‘ R "s

54655 .

Total L1ab111t1es and Stockholders Eq,ulty R -§321.470 -

" The accompanying _hotes are an integral part of theseﬁrianéiél statements.

3

ceh s 12352 . § 306
Irivestment Securmes (Note 2) - < R 274,087 . 191,870
Other Investments (Note 3) S o 0. 4,604
Deposits with Clearing Organizations and - o .

" Correspondent Brokers . 15,646 15,566
Receivable from Brokers and Dealers (Note 4) N — 3 2,269

" Notes Receivable - Related Parties (Note 5) T -0-
+ Office Furniture, Fixtures and Equipment ° ' o
... (Less Accumulated Deprec1at10n of $7l 220 and $64 100) 19,382 4 257'7 _
Prepaid Expenses : ‘ S . -0- 15, 792
Prepaid Rent T e -0 -0-
Deferred Income Tax Benefit o B ' 0. 2752
TotalAssets S o ‘_ DR B mqglq
LIABILITIES AND STOCKHOLDERS EQUTTY ,
Payable o Brokers and Dealers (Note 4) . 821, 809  $40963 .
Accounts Payable Accrued Expenses and Other L1ab111t1es - — 9610 2329
" Total L1abrl1t1es - o o . _3_1.,4_1_9 __43,292 :
Stockholders Equity
+ Common Stock (Authorrzed 10 OOO shares, issued , ST
- .. andoutstanding: 4, 392 in 2003 and 2002) e $' 43,897 - 43,897
_‘Additional paid in capital 273000 27,300 -
Treasury Stock (790 shares purchased) S (22, 257) (22,257)
Retained Earnings =~ . - - S oo 2411 155,6_49 o
Total Stockholders' Equ1ty L 290051 . 204,589
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SYCAMORE FINANCIAL GROUP |

"'STATEMENTS OF INCOME ,
For the Year Ended December 31, 2003 and 2002

Rental income
Commissions, marks and fees

o Investment income (loss)

| ~ Total Revenue

Employee compensatlon and beneﬁts‘f

Comm1ss1ons

-+ Rent (equipmerit and occupancy)
" Telephone, telegraph and postage
~ Depreciation and amortlzatlon
- Promotional expense
 Property Taxes - _
. Other operating expense -

‘-”-‘:‘"*’I'otél EXpenées e

Income (loss) Before Income Tax

" Income Tax Beneﬁt (Expense) (N ote 6) -

Net Income

: Earning per share of common'_stock E

REVENUES '

* EXPENSES

4.

$30262
1,169,946

108,589

823,053
72,756
11,167
7,120

23,527
5,752

‘11:‘3,3‘6_'8” »A

0§ 1946

$ 29.607

1,205,372

77316
-923,651 °
169,531 -
10,881
2,741
20,173
7,687 .

.. “The accompanying notes are an integral part of these financial statements. -
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For the Year Ended December 31, 2003 and 2002,

Balances at 'January 1, 2002 .

Addltlonal Paid in Cap1ta1

o Stock. Issue
. Purchase of Shares .
,Net Income 2002 L

' Dec,ernber 31,~ 2002 :

 Additional Paid-In Capital
: “'Purchase of Shares -~ -

Stock issue

 Net Income - 2003

Balances at December 31, 2003, -

S S SYCAMORE FINANCIAL GROUP :
- STATEMENT OF CHANGES IN STOCKHOLDERS‘ EQUITY

i Capitel - Treasury

. $43897 (22,257)

" Additional

, ‘Paid-In

'$27,300

‘The accompanying notes are an 'i'ntegr‘al‘part‘ of these financial statements.

Retained "

| §141,249



“CashFloWS From Operations
" Net Income (LosS) -

- Increase (decrease) in  payables

‘- !
- - B . L B -
¢ f . R

" “Disposition of capital assets

" 'Net Increase (Decrease) in Cash

o Cash at End of Perrod

. SYCAMORE FINANCIAL GROUP.
STATEMENT OF CASH FLOWS
For the Year Ended December 31 2003 and 2002

Adjustments to Reconcile Net: Income

- to Net Cash Provided by Operating Act1v1tres

. Depreciation ¢ and amortization
. (Increase) decrease in broker deposit
(Increase) decrease in net receivables
+ (Increase) decrease in prepald expenses
. Increase (decrease) in deferred income tax beneﬁt

Increase (decrease) in accruals

o Net cash prov1ded (used) by operatmg act1v1t1es

= 'v Cash Flows From Investlng Act1v1t1es

Purchases of capital assets -

Investment securities purchased
Investment secuntles sold -

/ Net cash prov1ded _(used) by’jinves'ting activities-

o Cash Flows From Fmancmg Act1v1t1es

Note Receivable - related party

L _ Stock 1ssue/ (Purchase of Treasury Stock)

Net cash provrded (used) by financing act1v1t1es,.

| ’v Cash at Begmmng ofPerlod S ~

)_Supplemental Disclosure of Cash Flow Informatlon
Cash Paid During the Year for

Interest
Taxes

_20_03_

§$ 85,462

7,120
(80)
2,266
15,792
7,752
(19,154)

1281

106,439

(22 245)

(83 543)

$ 905
$ 8,088

The accompanying notes are.an integral part of these financial statements.
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2002

$ 14,400

2,741
(157)
(752)

1,161

(4,688)

8,218

(22,783)

—(1,860)

(2,467)
637

(5,167)
4925

2,072)

(5,465)

(5,463)
(9,397)

9,703
3 306

§ 324
$§ 0
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< ~NOTE.2 - INVESTMENT SECIRITIES -

SYCAMORE FINANCIAL GROUP
. Notes to Financial Statements - -
- . .December 31,2003 and. 2002

NOTE 1 - ACCOUNTING POLICIES

Sycamore Financial Group is a securities brokerage firm. Currently the firm does not self-carry ar‘xy‘securities. ’
accounts except through their correspondent, Southwest Securities Corporation: The firm also deals directly

with certain firms for mutual funds, unit trusts, gold and silver. Sycamore Financial Group maintains no -
" physical securities, client cash or margin accounts. ' S o '

" The firm has branch offices in Anderson and M}ihcié, Indiana, which run all transactions through the Kokomo )
“office. Kokomo pays'thé branches commissions earned once each month. The firm provides.no overhead - -

contribution to the branches.

The cost of,furnitlire' and fixtures, equipment, buildings.,.and 'ivmprove‘rnents,is depreciated over the estimated

useful lives of the related assets. Depreciation is computed on the straight-line, ACRS, and MACRS methods
for financial reporting and income tax purposes. Use of these methods does not result in a material departure
from generally accepted accounting principles. - - - ‘

" The company has defined cash equivalents as highly liquid investments, with original maturities of less than

ninety days, that are not held for sale in the ordinary course of business:

‘The preparation of financial statements in conformity with generally accepted. accounting principles requires

management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the -

‘'date of the financial statements and the reported amounts of revenues;and_expens'es during the reporting pe'ri‘pd. ‘

- Actual results could diffef from those estimates.

~ At December 31, 2003 and 2002, securities are _stated at current market value. The resulting difference 'bétwee’ﬁ_‘ D
. cost and market is included in income. o - : L

NOTE 3~ QTHER INVESTMENTS * -

Répresénts an investment in Denriy, Inc., a corporate joint-venture, in Whiqh the company has a 50% interestat .
December 31,2002, The investment was carried at cost, adjusted for thé Company’s proportionate share of

" their undistributed earnings or losses, and amortization of excess of cost over equity acquired. The company

disposed of it’s entire interest in Denny, Inc. during 2003. -

. NOTE4-RECEIVABLES/PAYABLES FROM/TQ BROKERS “

* Receivables from brokers reprééent commissions due and accrued to Sycamoré‘FinanCial Group from their’ o
- correspondents. The payable to brokers is commission due to the brokers at the Anderson and Muncie Branches

and registered representatives at the Kokomo main o_fﬁc_e.




" Note receivable from Denny, Inc., a cdrporét“io,n.SO%‘ '

“The components of income tax expense are:

_ Total income tax expense -

“SYCAMORE FINANCIAL GROUP .
~ NOTES TO FINANCIAL STATEMENTS
" - .December 31,2003 and 2002 . -

" NOTE 5 - NOTES RECEIVABLE - RELATED PARTIES =

owned by the company. The note was terminated

as of December 31, 2003. - ) . . - # ' éi@

 NOTE6-INCOME TAX EXPENSE.

- Deferred income taxes arise from timing differences resulting from income and expense items reported for

financial accounting-and tax purposes. in different periods. Deferred taxes arising from timing differences that -

" are not related to-an asset or liability are classified as current or noncurrent depending on the periods in which '
. the timing differences are expected to reverse. o T S AT

-;->-Current1y'payabléf B BRI - $ 16171 80 |

Deferred taxes/ (credit) due to timing differeri'ce | o 13735 . (468%)

" The principal sources of ti:min'gvdifféir‘ences‘ are accounting methods used to value investments at market for - -
book purposes and at cost for income tax purposes. ' ‘ R R

~ The Comf)';ih:y‘l 1eas¢s Qfﬁcé space locatéd at2713 Rockford Lane in Kokomo, Ind,iar'la: from the shareholder of | ‘

the Company under an operating lease which expires on J anuary 1, 2005. The rental rate per square footof -

"+ space is at market value for the geographic area. The lease contains a provision for annual renewals with the: -
. same terms and conditions except for the rental rate.” Future renewal rates will reflect changes in the CPI or will . -
. be based-on mutually agreed upon amounts. The Company paid $66,000.00 in rent for the year ended 2003 and’

2002: The Company subleases part of the space to other professionals on a year-to-year basis. Both the rental
payments made and sublease rental payments received are shown separately. o N

- NOTE 8 = SELF-INSURED

Dlifing 2003 the Corﬁpany made the decision to sélf—iﬁsure and did 'nwot;rene_\.v its insuraﬁée policy for érrors éndv B

‘omissions. Representation has been made by management that they are not aware on any pending or threatened

litigation, claims, or assessments or unasserted claims or assessments that are required to be accrued or

* disclosed in the financial statemnents in accordance with Statement of Financial Accounting Standards No. 5
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0.

11.
12

14.
15.

’ A Liabilities subordinated to claims of

~ B.. Secured demand note deﬁclency
~ C..Commodity futures contracts and spot

.. D. Other deductions and/or charges
~ Other additions and/or allowable credits
Net cap1ta1 before halrcuts on secuntles

. D. Undue Concentratlon'
E. -Other - '
‘Net Capital* .

. Excess net capital (line 10 less 13)
e Excess net cap1tal at 1,000% (11ne 10 less 10%

SYCAMORE FINAN CIAL GROUP
COMPUTATION OF NET CAPITAL REQUIREMENTS
- December 31,2003

' Total ownershrp equrty from Statement of -

Financidl Condition

" Deduct ownership equity not allowable for
-~ Net Capital -
- Total ownership equlty quahﬁed for Net

Capital.
Add -

general creditors allowable in computatron
~ of net capital -
B. Other-deductlons or allowable credrts
Total capital and allowable subordmated
liabilities , '
Deductlons and/or charges
A Total nonallowable assets from Statement
- of Financial Condition

“- commodities-proprietary-capital charges

positions"

_ Haircuts on securities (computed, where

applicable pursuant to 15¢3-1 ().

" A. Contractual securities commitments
"B. Subordinated securities borrowings

C: Trading and investment securities
“1.-Exempted securities '
2. Debt securities
3. Options
4. Other securities

" Schedule 1

$ 290,051

$ 290,051

$ 19,385

— = (19,385)

270,666

e —(42,264)
$228,400

COMPUTATION OF NET CAPITAL REQUIREMENTS

Minimum net capital requested (6- 2/3% of line 19)

$2,094

Minimum dollar net capital requirement of reporting
broker or dealer and minimum net capital requirement -

of subsidiaries computed in accordance with Note (A)

Net capital requirement (greater of line 11 or 1

50,000
2) c 750,000
178,402

of lrne 19) 225,260

10, .



. SYCAMORE FINAN CIAL GROUP
: COMPUTATION OF CAPITAL REQUIREMENTS
' December 31, 2003 e .

COMPUTATION OF AGGREGATE INDEBTEDNESS

- 16. - Total A 1. 11ab1ht1es from Statement of

" Financial Condition. =~~~ . B P R 4._'$ 3‘_1',‘419 o R

”17".7 . Add

AL Draﬂs for immediate credrt S R L
. B. Market value of securities borrowed for
o which no equivalent value is pard or credited
. C Other unrecorded amounts (List)

TR

19.: Totalaggregatemdebtedness R N R $31419

» 20. Percentage of aggregate 1ndebtedness to net-

- capital (line 19 divided by line 10) . D ERR o 13.76%

21." Percentage of debt to debt + equity total

computed in accordance with Rule 15¢3- 1(d)‘ SRR o R ,} S 10.09%

' COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT |

Part B

Not apphcable

. Note Drfference between thrs Schedule I and the December 31 2003 Focus A report resulted from a change _
in accrued income taxes Net capltal changed by $1 376 asa result of roundrng drfferences in audlted numbers

- 'Exemptron from SEC Rule 15c3 3 Sycamore F1nan01a1 Group holds no customer secuntxes or ﬁmds due to a-
~ restrrctlve agreement malntamed by the ﬁrm S - :

‘Exemptlon from schedule of segregatlon requ1rements and funds in segregat1on pursuant to Commodlty
C Exchange act Sycamore F1nanc1a1 Group has no deahngs in commodrtres

11




. - f L . . \ . X .

B -}; INDEPENDENT AUDITOR‘S REPORT ON INTERNAL ACCOUNTING CONTROL o
REQUIRED BY SEC RULE 17A 5 SR ‘

' To the Board of Dlrectors and Stockholders of
. Sycamore F1nanc1al Group

We. have examined the fmancral statements of Sycamore F1nanc1a1 Group for the ‘year ‘ended December 31,
2003, and have issued our report thereon dated January 14, 2004 As part of our examination, we made a study
and evaluation of the company's system of internal accounting control (which includes the procedures for
safeguarding securities) to the extent we considered necessary to evaluate the system as required by generally:

“accepted auditing standards. The purpose of our study .and - evaluation, which mcluded obtaining .an
" “understanding of the accounting system, was to determine the nature, tlmmg, and extent of the audrtmg ~
j ‘procedures necessary for expressing an op1n10n on the consohdated ﬁnancral statements S

" Also, as requrred by rule 17a 5(g)(1) of the Secuntres and Exchange Comm1ssron we have made a study of the
practlces and procedures (including tests of compliance with such practice and procedures) followed by
- .f'Sycamore Financial Group that we considered relevant to the objectives stated in rule 17a-5(g), (1) in making
. the periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and the reserve
" required by rule 15¢3-3(e); (2) in making the quarterly securities. examinations, counts, “verifications and -
" comparisons, and the recordation of dlfferences required by rule 17a-13; (3) in 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; and (4) in’ obtarmng anid maintaining phys1cal possessron of control of all fully paid and excess :
: rnargm secuntres as requrred by rule 15¢3-3. :

3 The managernent of the Company is responsrble for establrshtng and mamtarnrng a system of 1nterna1 .

accounting control and the practices and procedures referred to in the preceding paragraph. In fulfilling this

~ responsibility, estimates and judgements by management are required to assess the expected benefits and related
costs of control procedures and of the practices and procedures referred to in the preceding paragraph and to

assess whether those practices and procedurés can be expected to achieve the Commission's above-mentioned

" objectives. - Thé objectives of a system 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 .
‘ agarnst loss from unauthorized use or disposition; and that transactions are executed in accordance with

management's authorization and recorded properly to -permit the preparat1on of ﬁnancral statements in
accordance wrth generally accepted accountmg pr1nc1p1es '

12
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rRule 17a-5(g) lists additio'nal obj ectives of the practicesand procedures listed in the preceding paragraph. ‘k

Because of inherent limitations in any internal .accounting control ‘procedures or the practices and procedures

“referred to above, errors or irregularities may nevertheless 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 cond1t1ons or that the degree of comphance with them may detenorate o ¢

Our study and evaluatlon made for the hm1ted purpose descnbed in the first paragraph would not neeessanly

" “disclose ail material weaknesses in the system. Accordingly, we do not eéxpress an opinion on the system of - -
__internal accounting control of Sycamore Financial Group taken as a whole. However our study and evaluatron
: -dlsclosed no condltlon that we beheved to be a materlal weakness ' : :

We understand that- practrces and procedures that accomphsh the objectives referred to in the second paragraph
of this .report are.considered -by. the Commission to be adequate for its purposes in accordance with the =

Securities Exchange Act of 1934 and related regulatlons and that practices and procedures that do not

accomphsh such ob_]ectlves in all material respects indicate a material inadequacy for such purposes. Basedon
 this understanding and on our study, we believe that the company's practxces and procedures were adequate at
- December 31 2003, to meet the comm1ssron s ObjCCtIVCS : :

This report is intended solely for the use of management the Securltlcs and Exchange Commrss1on and the
Natlonal Assomatlon of Securlty Dealers.and should not be used for any ‘other purpose.

Bty e

-~ Rider Kenley & Assoc1ates
January 14, 2004-
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