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OATH OR AFFIRMATION

I, Michael L. Balasco, Principal & President , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Meridien Financial Group, Inc. , 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:

Notary Public

Corn

This report ** contains (check all applicabl oxes)

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (LOSS) and Retained Earnings (Accumulated Deficit)

(d) Statement of XAXKIEX AHAHKEONERK Cash Flows

(¢) 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 Requirements 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) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

é//f/aao{

O08 O sS08800RKEEAE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢e)(3).

X (o) Independent Auditors' Report on Supplementary Information Required by Rule 17a- 5
of the Securities and Exchange Commission

X (p) Independent Auditors'Report on Internal Control Required by SEC Rule 17a-5 for
a Broker-Dealer Claiming an Exemption from SEC Rule 15¢3-3
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Meridien Financial Group, Inc.
Providence, Rhode Island

We have audited the accompanying statements of financial condition of Meridien Financial Group, Inc. (a
Rhode Island corporation) as of December 31, 2003 and 2002, and the related statements of income and
retained earnings, 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 audits.

We conducted our audits in accordance with U.S. 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 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 Meridien Financial Group, Inc. at December 31, 2003 and 2002, and the results of its
operations and its cash flows for the years then ended in conformity with U.S. generally accepted

accounting principles.
'7’—2 . i

January 28, 2004

{ndependent Member of BKR International

0 DORRANCE STREET, PROVIDENCE, RHODE JSLAND 02903 FAX: 401.867.8450 TEL: 401.272.9080 WWW.TOFIAS.COM
Cambridge | Providence | New Bedford | Newport



MERIDIEN FINANCIAL GROUP, INC.

Statements of Financial Condition

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

-4

December 31,
2003 2002
ASSETS
Cash and Cash Equivalents 125,651 131,013
- Commissions Receivable 79,170 31,958
Prepaid Expenses 485 885
Refundable Income Taxes 350 450
Furniture and Equipment, Net of Accumulated Depreciation
of $56,123 and $49,585, Respectively 7,706 8,260
Total Assets 213,362 172,566
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Accounts Payable and Accrued Expenses 39,132 15,959
Accrued M Securities Fees 5,350 -
Commissions Payable 112,230 94,784
Income Taxes Payable 450 -
Total Liabilities 157,162 110,743
Stockholders' Equity:
Common Stock 20,125 20,125
Additional Paid-In Capital 41,378 41,378
Retained Earnings (Accumulated Deficit) (5,303) 320
Total Stockholders' Equity 56,200 61,823
Total Liabilities and Stockholders' Equity 213,362

172,566
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MERIDIEN FINANCIAL GROUP, INC."

Statements of Income and Retained Earnings

Revenues

Expenses:
- Compensation Costs
Secretarial Services:
Affiliate
Other
Office Supplies and Expense
Depreciation
Rent Expense
Postage and Printing
Telephone
Equipment Lease Expense
Travel and Entertainment
Professional Fees

Dues, Subscriptions and Licenses

Insurance
Management Fees
M Securities Fees
Continuing Education
Utilities

Total Expenses

Loss from Operations
Interest and Other Income

Loss Before Provision for
Income Taxes

Provision for Income Taxes

Net L-oss

Retained Earnings, Beginning of Year

Retained Earnings, End of Year

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

Years Ended December 31,

2003 2002

911,770  $ 1,142,423
612,762 765,609
157,000 261,200
26,050 9,400
20,374 21,195
6,539 6,223
10,800 10,800
7,158 9,458
8,006 9,008

- 237
19,416 19,028
10,825 8,079
8,791 10,512
10,220 5,517
12,000 12,000
5,350 -
1,357 2,020
1,200 1,200
917,348 1,151,486
(6,078) (9,063)
1,155 1,546
(4,923) (1,517)
(700) (245)
(5,623) (1,762)
320 8,082
(5,303) S 320




MERIDIEN FINANCIAL GROUP, INC.

Statements of Cash Flows

Years Ended December 31,

2003 2002
Operating Activities: : _
Net Loss $ (5,623) § (7,762)
Adjustments to Reconcile Net Loss to Net Cash
Provided by Operating Activities: :
Depreciation : 6,538 6,223
Change In:
Commissions Receivable (47,212) 8,296
Prepaid Expenses 400 (13)
Accounts Payable and Accrued Expenses 23,173 5,966
Accrued M Securities Fees 5,350 -
Commissions Payable . 17,446 4,652
Income Taxes Refundable/Payable _ 550 (1,094)
Total Adjustments 6,245 24,030
Net Cash Provided by Operating Activities 622 16,268
Investing Activities:

Acquisition of Furniture and Equipment (5,984) (14,483)
Net Cash Used in Investing Activities (5,984) (14,483)
Increase (Decrease) in Cash and Cash Equivalents (5,362) 1,785
Cash and Cash Equivalents, Beginning of Year 131,013 129,228
Cash and Cash Equivalents, End of Year $ 125,651 $ 131,013

Supplemental Disclosure of Cash Flow Information:

Cash Paid During the Year for Income Taxes $ 150 § 1,339

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

-6-



MERIDIEN FINANCIAL GROUP, INC.

Notes to Financial Statements

December 31, 2003 and 2002

Summary of Significant Accounting Policies:

A,

Nature of the Organization:

Meridien Financial Group, Inc. (the Company) is a Rhode Island broker/dealer regulated by
the National Association of Securities Dealers and a member of the Securities Investors
Protection Corporation. The Company's principal business activity consists of the
generation of commission income from the sale of mutual funds, variable life insurance,
variable annuities and shares in registered investment companies.

Income Taxes:

Income taxes are provided for the tax effect of transactions reported in the financial
statements and consist of taxes currently due and deferred taxes. Deferred taxes relate
primarily to net operating loss carry-forwards, accelerated depreciation deduction carry-
forwards, and charitable contribution carry-forwards available to reduce taxable income in
future periods.

. Use of Estimates.

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

Cash and Cash Equivalents: \
The Company considers all highly liquid short-term investments, with a maturity of three
months or less upon acquisition, to be cash equivalents. The Company maintains its cash
in bank deposit accounts, which, at times, may exceed federally insured limits. The
Company has not experienced any losses in.such accounts and believes it is not exposed to
any significant credit risk on cash and cash equivalents.

Furniture and Equipment:

Furniture and equipment is recorded at cost and depreciated over its estimated useful life.




MERIDIEN FINANCIAL GROUP, INC.

Notes fo Financial Statements

December 31, 2003 and 2002

Common Stock:

The Company has authorized 400 shares of no par value common stock. As of December 31,
2003 and 2002, the Company had 374 shares issued and outstanding.

Related Party Transactions:

The Company reimburses a company affiliated through common ownership for certain costs as
follows:

2003 2002
Rent and Utilities $ 12,000 $§ 12,000
Secretarial Services , 157,000 261,200
Total $ 169,000 $273.200

Rent, on a month-to-month basis, is charged based on certain costs that are directly allocated
by the affiliate, The Company is charged monthly for administrative services by the affiliate
based on certain activity levels. Accounts payable to this affiliate amounted to $16,000 and $0
at December 31, 2003 and 2002, respectively.

During 2003 and 2002, the Company paid commissions and management fees of $391,000 and
$529,000, respectively, to stockholders of the Company. In addition, at December 31, 2003
and 2002, $81,000 and $54,000, respectively, were due to such individuals and are‘included in
accounts payable and accrued expenses and commissions payable.

Provision for Income Taxes:

2003 2002
Current:
Federal $ - § B
State _700 248
Total Provision for Income Taxes §_700 §__245

The provision for income taxes differs from the statutory rate because certain expenses,
primarily meals, are limited for tax purposes and a valuation allowance has been provided for
the deferred tax asset that would result from $10,000 of net operating loss carryforwards that
expire in 2022 and 2023.




MERIDIEN FINANCIAL GROUP, INC.

Notes to Financial Statements

December 31, 2003 and 2002

Net Capital and Reserve Requirements:

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1). In accordance with this rule, the Company is required to maintain
minimum net capital of $5,000, or 6 2/3% of total aggregate indebtedness, whichever is

- greater. In addition, the Company’s ratio of aggregate indebtedness to net capital cannot

exceed 15to 1. :

At December 31, 2003 the Company had net capital of $40,726, which was $30,243 in excess
of its required net capital of $10,483. At December 31, 2002 the Company had net capital of
$40,546, which was $33,624 in excess of its required net capital of $6,992. At December 31,
2003 and 2002, the Company's ratio of aggregate indebtedness to net capital was 3.85to 1 and .

- 2.56 to 1, respectively.

The Company is exempt from the reserve requirements for brokers/dealers under Rule 15¢3-

3k)(1).
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INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION
REQUIRED BY RULE 17a-5§ OF THE SECURITIES AND EXCHANGE COMMISSION

To the Board of Directors
Meridien Financial Group, Inc.
Providence, Rhode Island

We have audited the accompanying financial statements of Meridien Financial Group, Inc. as of and for the
year ended December 31, 2003, and have issued our report thereon dated January 28, 2004. Our audit was
conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained in the supplemental schedules of financial and operational combined uniform single
report 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 the 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.

January 28, 2004

Independent Member of BKR International

0 DORRANCE STREET, PROVIDENCE, RHODE ISLAND 02903 FAX: 401.861.8450 TEL: 401.272.9080 WWW.TOFIAS.COM
Cambridge | Providence | New Bedford | Newport
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER OR DEALER

Meridien Financial Group, Inc.

asof _12/31/03

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial CONGHION ..........ouvemveeeomommenessessssenss 56,200 3480
2. Deduct ownership equity not allowable for Net Capital - )] 3490
3. Total ownership equity qualified for Net CapRE! ... i s et s bt sssssisn s sssssens 56,200 3500
4, Add:
A. Liabilties subordinated to claims of general cred;tors alfowable in compirtation of net Capital ......c.cveeciricverceeaion s - 3520
B. Other (deductions) or allowable credits (List) O - 3525
5. Total capital and allowable subordinated liabilities § 56,200 3530
6. Deductions and/or charges:
A. Total non-allowable assets from .
Statenent of Financial Condition (Notes B and C)........cervverrimmrsnnnrnmsmmmsessssnssesrsensssssersit 8 15,474 13540
B. Secured demand note definqUenCy .......uuvueens. - " 3590
C. Commodity futures contracts and spm commodities ~
proprietary capital charges ... reberesbeae At b e bR A TR e e R a O BB R eYar SRR e 3600
D. Other deductions and/or charges ................ 3610] ¢ 15,474  )[3620
7. Other additions and/or ZlIOWEDIE CTEAIS (LISE) .uuruseessrrssonssssssrsssesssiissssesasssssossssssseessssessssssessssesseeseenereereerenssessessnsesersssesrers - 3630
8. Net capltal before halrcuts on securities positlons ......................................................................... S 8 40.726 3640
9. Halreuts on securities (computed, where applicable, pursuant to 15¢3-1(f)):
A. Contractual securities commitments “ 3660
B. Subordinated securities borrowings.... 3670
C. Trading and investment securities:
1. EXBMPEd SECUMES .cvv i recrmrsvsrs st issssesmessenssssses s ssssassassasasessssorens Ye 3735
2. Debt securities ........ 3733
3. Options ..cccveeernne 3730
4. Other securities....... 3734
D. Undue Concentration . . 3650
B OINEE (LISE) i s sabiss s s sasstieses 3736 : )i 3740
10. Net Capital uvvvvserenne et AR h St s $ 40,726 _ [3750
OMIT PENNIES
Non-Allowable Assets/ Liabilities:
Commission Receivable $ 76,933
Prepaid Expenses 485
Refundable Income Taxes 350
Furniture and Equipment, Net 7,706
$ 15,474
Net, Capital, as reported $40,856
Income Tax Provision Adjustment ( 230)
Refundable Income Tax Adjustment 100
$40,726

- 11 -
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER asof _12/31/03
Meridien Financial Group, Inc.
COMPUTATION OF NET CAPITAL REQUIREMENT
Parl A

[3758

11, Minimum net capital required (6%/,% of line 19) $ 10,483
12, Minimum doliar net capital requiremant of reporting broker or dealer and minimum net capital requirsment

of subsidiaries computed in accordance with Nota (A) $ 5,000 3758
13. Net capital requirement (Greater 0f B 11 07 12) .....civveiismesmiesinisisasionsmansssmsisissesmissssrsssssiosssssssstast sessisssassassssnssesossessssesesses $ 10,483 3760
14, Excess net capital (ine 10 less 13) $ 30,2413 3770
15. Excess net capital at 1000% (line 101858 10% Of N8 19) v..euvvurecumreermeeiviarsscrmsnnssssssrsenssrinassrsssssspissssesstsismestasmsssssesssissessssissinises V] 225,010 13780

COMPUTATION OF AGGREGATE INDEBTEDNESS

18. Total A.l. llabilitles from Statement of FINANCIal CONGIION ...v.e..vuvivessrssersrmmmenssssess s ssessssasesssssesmssessasessssson $ 157,162 3790
17. Add: : '

A, Drafts for immadiats credit e R S R AbEbEren ‘ 3 - {3800

B. Market valus of securlties borrowed for which no squlvalent vaiue

Is paid or credited .....coverearriruene reerererse e e e . - 3810

C. Other unrecorded amounts (LISt) vmeersivssenes P 8 - 3820] $ = 3830
18. Total aggregate indebtedness ieeseR st s ARt RS RAE SRR FARL 2080 PYR 4 R4S A RM SRR RO AR RO RA R RRE AR RO RSB RAR B $ 157,162 3840
18. Percentags of aggregate indebtedness 1o net capital (line 18 + by line 10) ... % 382 3850
20. Percentags of debt to debt-equity total computed in accordance with Rule 15c3 1(d) .............. % 9] 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
21, 2% of combined aggregate debit ftems as shown In Formula for Resarve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the nat capital computation including both brokers or dealers and consolidated subsidiaries' debits........... § 3970
22. Minimum dollar net capital requirement of reporting broksr or dealer and minimurn net capital requirement of ’

subsidiaries computed in accordance with Note (A).....eovrvesnvarasesense 18 3880
23, Net capttal requiremant (greater of fine 21 or22) ..... . § 3760
24, Excess capltal (line 10 less 23). . $ 3910
25. Net capital in excess of the graater of:

A. 5% of combined aggregate dabit items or $120,000 - § 3820}

NOTES:

{A) The minimum nst capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for sach

subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement , or
2. 6%,% of aggregate Indebtednass or 4% of aggregate deblts if attemative method is used.

{B) Do not deduct the value of securities borrowed under subordination agreements or secursd demand note covered by subordination agreements not in satisfactory form
and the market values of memberships In exchanges contributed for use of company (contra to item 1740) and partners' securities which were included in non-aliowable

assets.
(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-allowabls assets.

Aggregate Indebtedness, as reported

Change in Non-Allowable Liabilities
Income Tax Refundable/Payable

Aggregate Indebtedness, per above

$ 151,362

5,670

130

% 157,162

SEC 1696 (02-03) 9 of 16
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L ] INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL REQUIRED
BY SEC RULE 17a-5 FOR A BROKER-DEALER CLAIMING
AN EXEMPTION FROM SEC RULE 15¢3-3

To the Board of Directors
Meridien Financial Group, Inc.
Providence, Rhode Island

In planning and performing our audit of the financial statements and supplemental schedules of Meridien
Financial Group, Inc. (the Company) 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 ﬁnan01al statements and not to provide

l assurance on internal cortiol.

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 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:

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 System

. 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 responsibility, 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

Independent Member of BKR International

'0 DORRANCE STREET, PROVIDENCE, RHODE ISLAND 02903 FAX: 401.861.8450 TEL: 401.272.9080 WWW.TOFIAS.COM
Cambridge | Providence | New Bedford | Newport
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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 transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in accordance with
U.S. 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 internal control or the practices and procedures referred to above, error or
fraud 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 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 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, including control activities for safeguardmg 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, 2003, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the National Association of Securities Dealers, Inc., 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.

s

January 28, 2004
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