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IREN

>5L‘; " Jim Kelly

of _ December 31, ©,20_03 . are true and correct. I further swear (or affirm) that
. neither the company nor any partner, proprxetor prmc1pal officer or dlrector has any proprxetary interest in any account -

OATH OR AFFIRMATION

, swear (or afﬁrm) that, to the best of

. my, kl;owledce and belief the accompanymc financial statement and suppor‘un17 schedules pertammg to the firm of

Sunstate Equity Tradlng, Inc. , as

classified solely as that ofa customer, except as follows:
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“his report ** contains (check all applicable boxes): : My “m"ﬁoeﬁ’gﬂssf?fz 22

(a) Facing Page.

(b) Statement of Financial Condltxon

{c) Statement of Income 0SS

QS o e ey coon o

(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 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 Computatlon 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 audxted and unaudited Statements of Financial Condition with' respect to methods of
consolidation.

(I) An Qath or Affirmation.
(m) A copy of the SIPC Supplemental Report. :
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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Members of AICPA and FICPA o
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CER’MFIED PUBMC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholder

. Sunstate Equity Trading, Inc
Tampa, Florida

We have audited the acéompanying balance sheet of Sunstate Eqﬁity Trading, Inc., as Qf
December 31, 2003, and the related statements of income, stockholder’s equity, and cash
flows for the year then ended. These financial statements are the responsibility of the

‘Company’s management. Our respon31b111ty is to express an oplnlon on these. financial
- statements based on our audlt

-~ We conducted our audit in accordance with auditing standards gerierélly accepted in the

United State 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-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 presentatlon We believe that our audit provides a reasonable
basis for our opmmn '

In our opmlon, the financial statements referred to above present fairly in all material
réspects, the financial position of Sunstate Equity Trading, Inc at December 31, 2003 and the
result of its operations and its cash flows for the yearthen ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplementary information is presented for purposes of additional analysis

-and is not a required part of the basic financial statements. Such information has been

subj ected to the auditing procedures applied in the audit of the basic financial statements and,

“in our opinion, is falrly stated in all material respects in relat1on to the basic financial
‘statements taken as a whole.

o Q«@w&

. Orlando, Florida

February 16, 2004

7721 S1 VER STA?L ROAD, SUITE 100 OrLANDO, FL 32808-3935 (407) 293-2654 Fax (407) 295-0421



SUNSTATE EQUITY TRADING, INC.

BALANCE SHEET
- DECEMBER 31,2003
ASSETS |

Cash o SRR 0§ 1124312

: Deposits with correspondent clearing broker ‘ - 37,520
" Commissjons receivable & o I 229,750
- Securities owned, at market value o - : © 206,183

- Property and equipment, at cost, net of = : o
accumulated depreciation of $15,685 | o S . 6,044
‘Other assets ' , - S 11,050
'TOTALASSETS S 1614859

LIABILITIES AND STOCKHQLDER’S EQUITY

LIABILITIES
- Accounts payable and eccrued expenses ‘ » B - $ 67,977
. Commissions payable - - : o 85,605
Payable to correspondent clearing broker ' ‘ ‘ ‘ 198,271
Securities sold, not yet purchased, at market value R 33,567
TOTAL LIABILITIES 285420
b - ' ~ STOCKHOLDER’\S ‘EQUITY
‘Common stock, $0.00 par value, $1.00 stated value, _ -
1,000 shares authorize, issued and outstandmg o N -+ 1,000
Additional pald in capital S _ 141,600
'Retained earnings o ‘ ‘ 1,186,839
TOTAL STOCKHOLDER’S _ ~ ‘
EQUITY ’ s . 1,329,439
TOTAL LIABILITIES AND m
_S_TOCKHOLDER’S EQUITY - $ 1,614,859

: * Read independent auditors’ report )
‘ T he accompanying notes are an integral part of these financial statements




A S o SUNSTATE EQUITY TRADING, INC.
P STATEMENT OF INCOME
" FOR THE YEAR ENDED DECEMBER 31 2003

" REVENUES

Commissions " o | $ 2,706,64‘2 -
" Trading gains (losses) 7 , , (47,638) .
Interest and dividend income - L - 4807
TOTALREVENUES . L 2,663811
EXPENSES :
‘Employee compensation & beneﬁts - 1,049, 075
- - Clearing fees ‘ ‘ 7 E ‘ 495,224
- Communications and data processmg ' : ' o . 134,171
-Qccupancy S , R 17,861
- Interest ‘ _ 3,198
Depreciation ‘ ' S 2,589
: Other expenses , | ’ © 350,516
| TOTAL EXPENSES - 2,052,634

NETINCOME s e

\ Read independent auditors’ report. -
The accompanying notes are an integral part of these financial statements:




. SUNSTATE EQUITY TRADING, INC.
STATEMENT OF STOCKHOLDER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2003

B ADDITIONAL
COMMON STOCK ~ PAID-IN
SHARES AMOUNT ~ CAPITAL

RETAINED :
EARNINGS ~ TOTALS -

~ BALANCE, ° - Co e o | ‘
 DECEMBER 31,2002 1,000 ~ § 1,000 $ 141,600 . $ -575,_662 $’ 718,262 -
Add: - Net Income | ‘ o , ) '
For The Year o ‘ o . 611,177 611,177
 BALANCE, - o ' o | | |
. DECEMBER 31, 2003 1,000 » $1,000 - $ 141,600 -8 1,186,839 S 1?329,439 v

Read independent auditors’ repott. - ,
art of these financial statements. -

The accompanying notes are an integral p




SUNSTATE EQUITY TRADING, INC. -
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31,2003

| CASHFLOWS FROM OPERATING ACTIVITIES

— ° . . . Net income $ 611,177
- Adjustments to reconcﬂe net loss to cash prov1ded by o
operatmg activities:’ _ o
. Depreciation -2,589
. Decrease (increase) in assets: : A
4 Deposit with correspondent clearmg broker | (33,963) -
— .. Receivable from correspondent clearing broker 47,480
‘ Commissions receivable - (190,561)
Securities owned, at market value - 62,267
Increase (decrease) in liabilities A
Accounts payable and accrued expenses 51,431
, Commissions payable 70,172
o o Payable to correspondent clearing broker 61,190
‘ “Securities sold, not yet purchased (29,891)
-~ Net cash provided (used) by operating activities 651,891
CASH FLOWS FROM FINANCING ACTIVITIES |
None -—--
Net cash provided (used) in financing activities S
— ~ CASH FLOWS FROM INVESTING ACTIVITIES
D1str1butions to stockholder -—--
Net cash provided (used) in investing activities
NET INCREASE IN CASH 651,891
CASH, BEGINNING OF PERIOD 472,421
~ CASH, END OF PERIOD | $1,124312

Read independent auditors’ report.

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



- SUNSTATE EQUITY TRADING, INC.
NOTES TO FINANCIAL STATEMENTS
' . DECEMBER 31, 2003

', NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

. Nature of ODerat1ons

} Sunstate Equlty Tradmg, Inc., (the “Company "y a Florida corporatlon in 1997 is an online

dlscount broker that provides unsohcned market access in offices throughout the country.

- The Company clears securities transactions through a correspondent broker on a fully -

disclosed basis. The correspondent broker performs all operations for the securities :

_ transactions and pays the Company a commission. The Company provides services in
. numerous states; however, the majority of the services are performed in Florida.

Securities Owned and Securities Sold, Not Yet Purchased :

Securities transactions are recorded on the settlement date and are stated at market value.

-The change in unrealized gains or losses on these securities is added or charged to earnings.
. Depreciation

- Proﬁer‘ty and equipment are recerded at cost: Depreciation is provided using the Modified ‘~

Accelerated Cost Recovery System (MACRS). The results, obtained from the use of these
methods, do not differ materially from the deprematlon methods required by generally

accepted accountmg pnncxples -

When assets are retlred or otherwise dlSpOSGd of, the cost and related accumulated
deprec1at10n are removed from the Company’s books and records, and any resulting gain or
loss is recognized in income for the period. :

h The cost of maintenance and repairs is charged to income as incurred and significant
: renewals and betterments are capitalized. Deduction is made for retirements resulting from

renewals or betterments.

" 'Income Taxes

The Cofnpany elected to be taxed under provisions of Subchapter S of the Internal Revenue

Code: Under those provisions, the Company does not pay federal corporate income taxes on

~ its taxable income. Instead, the stockholder is liable for individual federal income taxes on

the Company’s taxable income.




SUNSTATE EQUITY TRADING, INC. -
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003 ‘

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTIN G POLICIES continued

Net Capltal Reqmrements

Pursuant to the caprtal provisions of Rule 15¢3-1 of the Securmes and Exchange Act of 1934,
the Company is required to maintain a minimum net capital amount. The minimum net
capital requirement for the current year is $100,000. The net capltal rules may effectlvely
restrict drstrlbutlons and repayment of subordmated loans

Use of _Esnmates

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 and disclosures of contingent assets and liabilities at the date

- of the financial statements and the reported amounts of reventies and expenses durmg the

reporting perrod Actual results could differ from those estlmates

Comrr’nssrons

Commission revenues and related clearing expenses are recorded on a settlement date basis.

Advertising Costs ™ -

The Company expenses the costs of advertising the first time the advertising takes place.

, :NOTE B - SECURITIES OWNED AND SOLD, NOT YET PURCHASED

Marketable securities owned and sold, not yet purchased, consist of trading securities at
‘market values, as follows: :

’Sold‘, ;
‘ "Not Yet
_ Owned *Purchased
Money Market funds . - $ 152,651 ' §
Corporate stocks , 153,532 ‘ ’ 33,567
~Total -~ - B ' ' $ 206,183 ) § 33,567




' SUNSTATE EQUITY TRADING, INC.
- NOTES TO FINANCIAL STATEMENTS =
DECEMBER 31,2003 7
' NOTE C ~PROPERTY AND EQUIPMENT o
Property and equlpment at December 31, 2003 consrsts of the followrng

Fumiture B I $ 2900'

Equipment. - _ . 18,829
‘Less: accumulated depreciation e (15,685)
$ 6,044

'NOTE D - COMMITMENTS AND CONTINGENCIES

The Company leases office space under an operating lease. The lease which began in
November 1999, was renewed effective August 1, 2003 for an additional four year term that
expires on October 31, 2007. Future minimum lease payments requrred under the lease

are, as follows:

‘Fiscal Year Ended

December 31, o Amount »
2004 B $ 13,751
2005 . . 14,108
2006 . 14,179
2007 13

o NOTEE - CONCENTRATION OF CREDIT RISKi

The Company marntams is cash balances at Bank of Amerrca N.A. The accounts at this -
~ institution are secured by the Federal Deposit Insurance Corporation (FDIC) up to $100,000.
At December 31, 2003, the Company’s cash balances exceeded the federal dep051tory ‘
insurance hmlt by $1,024,312. : .

. 10




NET CAPITAL -

SUNSTATE EQUITY TRADING INC

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1
- 'OF THE SECURITIES AND EXCHANGE COMMISSION

AT DECEMBER 31 2003

NET. CAPITAL

~ Total stockholder’s equlty

Nonallowable assets _

Haircuts on securities owned and
securities sold not yet purchased

AGGREGATE INDEBTEDNESS

Liabilities

COMPUTATION OF BASIC
NET CAPITAL REQUIREMENT

' NET CAPITAL REQUIREMENT

EXCESS NET CAPITAL

~ AGGREGATE INDEBTEDNESS TO NET CAPITAL

Read independent auditors’ report.

$ 1,329,439

(17,094)

(14,110)

$ 100,000

$ 1,198,235

The accompanying notes are an integral part of these financial statements.
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SUNSTATE EQUITY TRADING, INC.
RECON CILATION OF NET CAPITAL PURSUANT TO RULE 17a5(d)(4)
OF THE SECURITIES AND EXCHANGE COMMISSION
AT DECEMBER 31, 2003

RECON_C‘ILAT'ION‘WITH THE COMPANY’S COMPUTATION

‘Net ‘cépital, as reported on the Company’s
. Part II (unaudited) FOCUS report: - % 1,298,234

,R‘ounding Difference‘ ‘ : . S

Net capital - ' . $1,2987235

Read independent auditors’ report
The accompanying notes are an mtegral part of these financial statements.
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CERTIFIED PUBLIC ACCOUNTANTS

_ INDEPENDENT AUDITOR’S REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

The Board of Directors
Sunstate Equity Trading, Inc.
Tampa;, Florida :

In planning and performing our audit of the financial statements of Sunstate Equity Trading,
Inc. for the year ended December 31,2003 we considered its internal control structure in
order to determine our auditing procedures for the purposes of expressing our opinion on the
financial statements and not to provide assurance on the internal control structure.

We also made a study of the practices and procedures followed by the Company, in making
the periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a) (11)
and the procedures for determining compliance with the exemption provisions of Rule 15¢3-
3. We did not review the practices and procedures followed by the Company in making the

" quarterly securities examinations, counts, verifications, and the recordation of differences

required by Rule 17a-13 or 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 because the Company did not carry security accounts for customers or perform
custodial functions relating to customer securities.

The management of the Compa.ny is responsible for establishing and maintaining a system of
internal accounting 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 control procedures and of the

practices and procedures can be expected to achieve the Commission’s above-mentioned
objectives. The objectives of a system of internal accounting 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 w1th
- management’s authorization and recorded properly to permit the preparation of financial

statements in accordance with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Members of AICPA and FICPA , 13

9731 SILVER STAR ROAD, SUITE 100 ORLANDO, FL 32808-3935 (407) 293-2654 Fax (407) 295-0421
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~ The Board of Directofs ‘
- Sunstate Equity Trading, Inc.

Because of inherent limitations in any internal accounting control procedures Or the pi‘actices
. 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 condition or the degree of

compliance with them may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters
in the internal control structure 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 structure
elements does not reduce to a relatively low level the risk that errors ot irregularities 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 the internal

control structure including procedures for safeguarding securities that we consider to be
material weaknesses as defined above. ‘ ' - ‘

We understand that practices and procedures that accomplish the obj ectives referred to in the

“second paragraph of this report are considered by the Commission to be adequate for its
purpose in accordance with the Securities Exchange Act of 1934 and related regulations,'and A
- that practices and procedures that do not accomplish such objectives in all material respects
indicated 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 Commission’s objectives.

Tk ok ok ok ok

“This report is ihtended fo‘f the use of managément of Sunstété Equity Trading, Inc. and the

_Securities and Exchange Commission and other regulatory agencies which rely on Rule 17a-
5(8) under the Securities Exchange Act of 1934 and should not be used for any other

Orlando,' Florida

February 16, 2004
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