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OATH OR AFFIRMATION

I, Al Yee . , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
SAMCO Financial Services, Inc.. ‘ , as

of December 31 ,2003 |, 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:

SOSONI S S EESES)
S S S R FICIAL SEAL / “DLPIUJ,(
KRISTY DAVENPORT v
NOTARY PUBLIC-ARIZONA
MARICOPA COUNTY »F ‘ l} /f/
My Comm, Expires Aug. 14,2007 : LU Y A Ly
R T e e e ML T NS E NN "Title"'

Notyry Public

This 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 Requirements Pursuant to Rule 15¢3-3

(i) Information Relating to the Possession or Conirol Requirements Under Rule 15¢3-3.

() 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 Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

000 O DO0OR0OEOgLE

**For conditions of confidential treatment of certain portions of this filing, see section 240 17a-5 (e)(3).
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E% BDO Seidman, LLP 700 N. Pearl, Suite 2000

¢ Accountants and Consultants Dallas, Texas 75201-2867
2. s - Telephone: (214) 969-7007
Fax: (214) 953-0722

Report of Independent Certiﬂed Public Accountants

Stockholder and Board of Directors
SAMCO Financial Services, Inc.
Dallas, Texas

We have audited the accompanying statement of financial condition of SAMCO Financial Services, Inc. (the
Company), a wholly owned subsidiary of SAI Holdings, Inc., as of December 31, 2003, and the related
statements of operations, stockholder’s equity, and cash flows for the year 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 audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States 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 presentation. We believe that our audit provides 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 SAMCO Financial Services, Inc. at December 31, 2003, and the results of its operations and its cash
flows for the year then ended, in conformity with accounting principles generally accepted in the United States
of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedule I 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. The schedule is the responsibility of the Company’s management. 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.

BN A, L

Dallas, Texas
February 20, 2004




SAMCO Financial Services, Inc.
Statement of Financial Condition

December 31, 2003
Assets: .
Cash and cash eqUIVAIENLS .........cccceceieiemririerer st v e s s es et esss e tess b srasbassasesesrserenes $ 398,010
Deposit with clearing broker — related PAITY ....c.ocovveeereviiiieiriiereeete e seesans 68,048
Due from clearing brokers — related PArt ........cocevveeereeeiniiniireiererecrie e essessesseesesessasaens 40,621
Prepaid EXPENSES ....v.vvvererireerererierieresresientesessesestesentetaeststeas e sesesaesessssesensesensensrseseersnsessssensssersesesersanes 40,835
INVEStMENLS, At MATKEL ...c.veveeciereeeereie ettt veee s et a b eb s ssesases seebes e stesasasessanssreseresnsanas 16,241
Office SECUNILY AEPOSIL ....uvvvereereereeienrerrereecretsinescecbreatietsisesssns et b ensstes s rsa b ses s sessasssessatssncssasensas 16,499
Fixed assets, net of accumulated depreciation 0f $274,217.......ccovvmincnnnineeinseriessesesesnenns 599
OHRET BSSEIS....ecreuiiereirreerienrere st st etesateresseabebtees e b et st e e s et st e sessbesaas et sessrasraset s sessnsessastnsonsassiabesriebnsaans 300
TOLAL ASSELS ......eoveereeieieiee ettt e sttt eb et et e r et st e et st bbbt bbb es et bbbt se e e Rt ten $ 581,153
Liabilities and Stockholder’s Equity:
Liabilities:
COMMISSIONS PAYADIE........cuemrieeerereireeererentieetieeer et sttt st eb s s st satatssssssessaesenssessantensaesesasas $§ 355,067
ACCOUNES PAYADIE.......cveeiiererisesiresencnieeseine et see st eans e s b satesrsssessaserasssssansaseasossseanssressenntessncsns 17,989
DUE 10 AfTILIALES .......cveveeieeccieeie sttt st ea et sttt s et 23.774
396,830
Stockholder’s Equity: .
Common stock, no par value, 10,000 shares authorized, 100 issued and outstanding.................... 136,000
Additional paid-in CAPILAL.......coeveririrec et creeie e ettt st et b et s e sese s erenesre s 939,223
AcCUMUIALED AETICIE ......ueiieieeeicrececeree ettt saasbesses et e ssese bt besesserasrensrssssnsanensaneas (890.900)
Total SLOCKNOIACI™S EQUILY ....covvrrrecreirereecieicieieineenier oot res e sb st sas st e sese sttt st b assesebessesraenscsnanen 184,323
Total liabilities and StOCKhOIAEI™S EQUILY .....oveiririirirrc ettt eae s see et seeenaeaesrenenannns $ 581,153

See accompanying notes to financial statements.
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SAMCO Financial Services, Inc.
Statement of Operations
Year Ended December 31, 2003

Revenues:
COMMISSIONS, NEL cveviviereveiererereeireeeetreeeresretssenns et ebereeree e eabes et e b a e e bt e rhets e ebensreaeateseebesbentas $ 063,217
TIETESE ...cvereeeeecte s sttt te ettt et st st b et s s e e e e ba b e ae s se s ba st eba et s ebenhesben e st e st ensentebeorasnreat st ereeren 102,671
INEL INVESHNIENIL . ....cueeriirireieie i eietteetee e eeveetverir e esaessssssesasessnssssesetsasssssssssasssanssasbssssssnsnnssnssonnesasasnsons 6,548
ORET ottt et eas st s et e s bbb et e e b e st e s eaeRe et e be b ensasbessaeerereabeebannenirsnnent 410
1,072.846
Expenses:
Employee compensation and DENeits .......c..c.oeoveriiirieieretiiineercece s s s bt nns 423,858
Clearing and €XChange fEES5 ......c.cvvuecurieirriiirese ettt rie s srse s e be e seseeresbssseses s bessessesessansens 367,491
General and AdMINISITALIVE .......cecvivereriieinesieeeeiessersse s sessresrsstssesasesssesessssasestsssrarsssssrsssessssessasasess 256,195
Occupancy and depreciation 126,912
COMMUNICALIONS ..vevvereieiireeerenierereere i crestereeteesseseseeeessetesnans et eteete et teere et e et et et et et et anr e e eeatans 5475
1,179.931
LOSS BEIOTE LAKES.....c.eoveeieeereeeetier ettt st cb vttt et et e eae e s e b e s e e ebesbesebssbesesbens sebseesebensenentasesrereoss (107,085)
THICOMNIE TAXES .ueeveriiriiiesi e ettt et e braeste s b et e b e s b esser e tebe st e aersa s e re S aseatest s brassasessebaasenserasasserrerssansensantas -
INEE LOSS .uveriirterieciiteces s tre st te e et e s e ae st rsabebabesesrrsabasasesessasas s arsesesesansers s et sbasaas e easebeserobensaseseetebasesen $ (107,085

See accompanying notes to financial statements.
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SAMCO Financial Services, Inc.
Statement of Stockholder’s Equity
Year Ended December 31, 2003

Additional
Common Paid-in Accumulated
Stock Capital Deficit Total
Balance at January 1, 2003 ..........ccooeevvveeveriree s $ 136,000 $ 787223 $ (783,815) § 139,408
Contributions from SAI Holdings, Inc. (parent) .......... - 152,000 - 152,000
NEELOSS vttt cr ettt e eve s - - (107,085) (107,085)
Balance at December 31, 2003 ... $ 136,000 $ 939,223 $ (890,900) § 184,323

See accompanying notes to financial statements.
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SAMCO Financial Services, Inc.
Statement of Cash Flows
Year Ended December 31, 2003

Increase (decrease) in cash and cash equivalents

Cash flows from operating activities:

L 0SS 1..vvreeeririet ettt siat et se st e e bbbt et et ea et es e bt et e b et es e bt et et e et et ebes et b et s bt et esses s b et s n et besebenetesrsabanrens $ (107,085)
DIEPTECIATION ...cvecv ittt erce e rte et et s b et s s sesa st et esea s setasestesesesessaserebassssebasebessaesansesesesssrrnsssentesntonnes 1,372

Valuation allowance on deferred tax asset

Adjustments to reconcile net loss to
net cash provided by operating activities:
Changes in operating assets and liabilities:
Deposit with clearing broker — related PArtY ......co.coevceeeerirerere e ersercrreevesseesesessesevnees -
Due from clearing brokers — related Party..........cveerireerererermnremmsessessessereseesesssmsesssssssenss (20,242)
Prepaid EXPENSES. ...ccvvcririireeieeiece et sttt et b bt e (3,051)
IRVESLMIEIILS ....ccviireiirreie ettt ettt s et sebesa s e s e et enb e st s s ensasssanneestansessseanessesrssnans 8,361
Office SECUTILY EPOSIE...cvruereereriricrerirrietere ettt ettt st se bt 3,481
CommiSSIONS PAYADIL ......ccvrieriiirieertrere ettt e e 315,070
ACCOUNLS PAYADIE .....eevverierccreiere ettt bbb bbb e 5,927
DUE t0 ATIHALES .. c.ovevereireererriereetseecerreecnent ettt ettt s s e ettt e st 210
Net cash provided by OPEIatiflE ACHVIIES ......c.eieeerierermrireererritetenearesesea st srarsesesesstsesssseresbesntesasenssaereesesenenes 204,043
Net cash provided by financing activities:
Contributions IO PATENT ........eccoeuieerieiereeirrerieer ettt eres e vaeeteeraresees s s senae sensesteseasreesessassssnns 152.000
Net change in cash and cash €qUIVAIEIS ........covoreeirrioriirncre et e ans
Cash and cash equivalents at begInning Of YEAT ......ccvvveviiereninicen et essaseesssseresssnsesssens 41,967
"Cash and cash equivalents at end Of YEAT......ccoviveeviiiinecete st be ettt ess st sas s e rennaen $ 398010

See accompanying notes to financial statements.
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SAMCO Financial Services, Inc.
Notes to Financial Statements

NOTE 1 -~ ORGANIZATION AND NATURE OF BUSINESS

SAMCO Financial Services, Inc. (SAMCO or the Company) is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and is a member of the National Association of Securities Dealers, Inc. (NASD). The
Company is an Arizona corporation that as of December 31, 2003 was a wholly owned subsidiary of SAI Holdings,
Inc. (Parent), which is a wholly owned subsidiary of Penson Worldwide, Inc. (PWI). On January 31, 2003, PWI
acquired all of the outstanding common stock of the former Parent, SAMCO Holdings, Inc., at a cost approximately
equal to book value. The Company did not experience any change in operations as a result of this transaction,

During the year, the Company was engaged primarily as a full service retail broker providing retail equity, bond,
insurance, and mutual fund products and advisory services.

The Company introduces its customers on a fully disclosed basis and clears all of its transactions through Penson
Financial Services, Inc. (PFSI), which is affiliated with the Company by way of common ownership. Futures
transactions are cleared through Penson Financial Futures, Inc. (PFFI), which is affiliated with the Company by way
of common ownership. Accordingly, the Company operates under the exemptive provisions of the SEC Rule 15¢3-

3(k)(2)3i).

During 2003, the Company placed significant reliance on its Parent to provide funding for operations as well as to
maintain minimum net capital requirements under the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1). Management of the Parent has agreed to continue this funding through at least March 2005.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Securities Transactions - Proprietary security transactions are recorded on a trade-date basis. Profit and loss aﬁsing

from all securities transactions entered into for the account and risk of the Company are recorded on a trade-date
basis and are recorded in net investment losses on the statement of operations.

Securities traded on a national exchange (including Nasdaq Stock Mafket, Inc.) are valued at the last sales price.
Securities for which over-the-counter market quotations are available are valued at the average of the last bid/asked
price. Securities not readily marketable are valued at fair value as determined by the Board of Directors.

Cash and Cash Equivalents - The Company considers cash equivalents highly liquid investments with original
maturities of less than 90 days that are not held for sale in the ordinary course of business.

Commissions, net - Commissions and clearing fees are recorded on a trade-date basis as securities transactions
occur. Commission fees are recorded net of commissions paid to other broker-dealers or individuals.

Income Tax - The Company is included in the consolidated federal and state tax returns filed by PWI. The Company
calculates its tax liability on a stand-alone basis and remits payment to PWI. PWI is obligated to pay the tax liability
for the consolidated entity.

Fixed Assets - Fixed assets consist of furniture and equipment that is stated at cost less accumulated depreciation.
Depreciation is provided using the straight-line method over the estimated useful lives of the assets, generally three
to five years. Depreciation expense for the year ended December 31, 2003 totaled $1,372.




SAMCO Financial Services, Inc.
Notes to Financial Statements

Comprehensive Income (Loss) — Comprehensive income (loss) is the change in equity of a business enterprise during a
period from transactions and all other events and circumstances from non-owner sources. Other comprehensive
income (loss) includes foreign cwrrency items and minimum pension liability adjustments among other things. The
Company did not have components of other comprehensive income (loss) during the year. As a result, comprehensive
income (loss) is the same as the reported net loss for the year ended December 31, 2003.

Use of Estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from those estimates.

Reclassification - Certain 2002 balances have been reclassified to conform to the 2003 presentation.
NOTE 3 - INVESTMENTS

Securities owned consists primarily of a publicly traded, equity investment made in Nasdaq Stock Market, Inc.
(NASDAQ). The NASDAQ shares were purchased pursuant to NASD requirements applicable to all NASD
registered broker-dealers. The Company carries the investment at its fair value.

NOTE 4 - PREPAID EXPENSES

Prepaid expenses are registration fees paid to the NASD to register the Company and certain representatives in each
state that the Company operates in for 2003.

NOTE 5 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

The Company's policy is to continually monitor its market exposure and counterparty risk. The Company does not
anticipate nonperformance by counterparties and maintains a policy of reviewing the credit standing of all parties,
including customers, with whom it conducts business.

NOTE 6 - TRANSACTIONS WITH RELATED PARTIES.

The Company settles transactions with PFSI and PFFI for its investment activities. The clearing and depository
operations for the Company's investment activities are performed pursuant to agreements with these clearing
brokers. Due from clearing brokers represents commissions eamed from securities transactions that have not yet
been paid by the clearing brokers. The Company is subject to credit risk to the extent the brokers with which the
Company conducts business are unable to deliver cash balances or securities, or clear security transactions on the
Company's behalf. The Company monitors the financial condition of the brokers with which the Company conducts
business and believes the likelihood of loss under those circumstances is remote.

During the year ended December 31, 2003, clearing fees paid to PFSI and PFFI totaled $338,659 and $28,832,
respectively. These amounts are included in clearing and exchange fees on the statement of operations.

Due to affiliate represents apprdximately $27,000 due to PFSI for a purchase of fixed assets in 2000 netted with
fully depreciated equipment sold to PFSI for approximately $3,400 during 2002. These amounts are non-interest
bearing and are payable on demand.

The Deposit with Clearing Broker is an amount maintained by the Company with PFSI in accordance with a
correspondent clearing agreement. ‘



SAMCO Financial Services, Inc.
Notes to Financial Statements

NOTE 7 - INCOME TAXES

The Company calculates its tax liability on a stand-alone basis and remits payments, if required, to PWI which is
obligated to pay the tax liability for the consolidated entity. During 2003, no tax benefits receivable were generated
on a stand-alone basis.

NOTE 8 - PROFIT SHARING PLAN

The Company sponsors a defined contribution 401(k) profit sharing plan (the Plan) that covers substantially all
employees. Under the Plan, the Company may make a discretionary contribution determined by the Board of
Directors. All employees are eligible to participate in the Plan, based on meeting certain age and term of
employment requirements. During 2003, the Company contributed approximately $11,753 to the Plan.

NOTE 9 - COMMITMENTS AND CONTINGENCIES

Leases - The Company has an operating lease agreement for office space. A schedule of future minimum lease
payments required under this agreement is as follows:

Year ending December 31, Amount

2004 ...t e bbb s e st e nen ek $ 64,155
2005 1 st e et e 66,294
2000 .......ciierieieieei ettt e e b e et et et enea 70,571
Total $ 201,020

For the year ended December 31, 2003, the Company paid rent totaling $103,745.

Commitment to_Clearing Brokers - In November 2002, the Financial Accounting Standards Board (FASB) issued
Interpretation No. 45, Guarantor's Accounting and Disclosure Required for Guarantees of Indebtedness of Others
(FIN 45), which provides accounting and disclosure requirements for certain guarantees. In this regard, the
Company has agreed to indemnify its clearing brokers for losses that they may sustain from the customer accounts
introduced by the Company. As of December 31, 2003, there were no amounts to be indemnified to the clearing
brokers for these accounts. '

NOTE 10 - 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, both as defined, shall not exceed 15 to 1. At December 31, 2003, the Company had net capital of $123,166
which was $73,166 in excess of its required net capital of $50,000. The Company handled no customer securities or
accounts during the year ended December 31, 2003, and accordingly is not subject to the requirements under SEC
rule 15¢3-3.

Subject to SEC restrictions on distributions to shareholders, distributions to the shareholder can be made under.a
capital distribution policy approved by the Company's Board of Directors; no distributions were made during the
year ended December 31, 2003,



SAMCO Financial Services, Inc.
Notes to Financial Statements

NOTE 11 - OFF-BALANCE SHEET RISK

In the normal course of business, the Company executes, as agent or principal, transactions on behalf of customers.
If the transactions do not settle because of failure to perform by either the customer or the counterparty, the
Company may be obligated to discharge the obligation of the nonperforming party and, as a result, may incur a loss
if the market value of the securities are different from the contract amount of the transaction.

The Company does not anticipate nonperformance by customers or counterparties in the above situation. The
Company’s policy is to monitor its market exposure and counterparty risk. In addition, the Company has a policy of
reviewing, as considered necessary, the credit standing of each customer with which it conducts business.

Additionally, the Company is subject to credit risk if the Clearing Broker is unable to repay the balance in the
Company’s accounts.

The Company has sold securities that it does not currently own and will therefore be obligated to purchase such
securities at a future date. The Company has recorded these obligations in the financial statements at December 31,
2003, at market values of the related securities and will incur a loss if the market value of the securities increases
subsequent to December 31, 2003.

The Company is a market maker for public corporations representing a wide variety of industries. The Company
selects companies in which it makes a market based on a review of the current market activity and also to facilitate
trading activity of its own clients. Market making activities may result in concentrations of securities, which may
expose the Company to additional off-balance sheet risk.

The Company maintains its cash accounts primarily with banks located in Texas. The total cash balances are
insured by the F.D.I.C. up to $100,000 per bank. The Company had cash balances on deposit with one Texas bank
at December 31, 2003, which exceeded the balance insured by the F.D.1.C. in the amount of $298,010.

The Company enters into various transactions involving derivative financial instruments. These financial
instruments include primarily options and warrants. Options are purchased and sold as a hedge against risk on
existing securities or for speculative purposes. Stock purchase warrants are often received from corporate finance
clients as part of the overall structured fee for services performed and are therefore, subject to varying degrees of
market risk. Market risk is substantially dependent upon the value of the underlying financial instrument and is
affected by market forces such as volatility and changes in interest rates.
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SAMCO Financial Services, Inc.
Schedule I -Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange Commission

December 31, 2003
Net Capital:
Total SOCKhOIAET’S BUUILY ....ccvvveiriietineerninnassnissressesesssssessessessssessssesssersensssssessssessesassesesseseesnns § 184,323
Deductions and/or Charges:
Prepaid EXPEINSES .....cceueuieeueurrriereieireeieiene i ssie st eas s e et sk sttt et e 40,835
OfFICE SECUTILY AEPOSIL ...cvcveveiirrrte ettt sttt sttt se et sttt st et st s res e s as st tssntntasasstaresntsans 16,499
FIXEA BSSOLS.....eeieieietereieete et e e te st se et st s ss e s s sea eaese s rese st bes s s s esns e bant et sennsessneraateasateaesserrnes 599
OHDET @SSELS....c.cevrueeuieeieiceiert ettt r st ra st sbe et ate bbb e st aat b rb e ket ebssesaessasseebetabassaseebesasantebaretaresenes 300
Total deductions and/Or CHATEES .......c.ccccvis et ettt et bt n e senanes 58.233
Net capital before haircuts on securities positions (tentative net capital).......c.cceeeeierrerecieenereeerennens 126,090
Haircuts on securities:
EQUITIES .oioviieetiiticieiteeiet ettt et s et et er et sste e as e e ebe e ks e b e et shenseaaeaeen s ee et bt tsaraatsrrseteerentsrasasee 2,408
UNAUE CONCENITALION .....covemrvvririeteecesreeassenersesatrteseseiesrasessrasasasasssssssssterssssssesnsessensasssesssentonsesssesens 516
Total hairCuts ON SECUTIHIES c...veeereirreireiereetirere e eres e reee b e tste st sresenresascraasesseaesesssssesse seesensessssrrsasensans 2,924
NEL CAPIEAL  ..cveiieeieiei sttt s st a bbb bbb ettt b b b e nat s b e s e s s et n st et enares $_ 123,166
Computation of Basic Net Capital Requirement:
Minimum net dollar net capital required (6-2/3% of total aggregate
INAEBLEANESS ...veucureviiriineier ettt sttt st seaar s ebs et eaa s ra e re s et e s ess suea s nbetasestraebanresanaten $ 26455
Minimum dollar net capital requirement of reporting broker-dealer.........c.covvvivieiienininiens $_ 50,000
Net capital requirement (greater of above two minimum requirement
BITIOUIIES .......vvreereseureereseraeseassesseces i senesasessacasessessasssstnssesesesssssssesabssnsnsntansesessssnsasnansosnsnsesssesosnsats $_ 50,000
Net capital in excess of required MINIMUIN ....o.ecveceiiereieieerreira et erer e aeetssraeressereesesssareesessesass $ 73166
Excess net capital at 1000% (Net capital minus 10% of total aggregate
INAEDIEANESS o.vivevetieiresiieireieeirr ettt ea et b bt b ettt et bbb ar st ean $ 83483

Statement Pursuant to Rule 17a-5(d)(4)

A reconciliation of the Company’s computation of net capital as reported was not prepared as there are no material
differences between the Company’s computation of net capital included in its unaudited Form X-17A-5 Part II and the
computation contained herein.
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Independent Certified Public Accountants’ Report on Internal Control Required by
Securities Exchange Commission Rule 17a-5

Stockholder and Board of Directors
SAMCO Financial Services, Inc.
Dallas, Texas

In planning and performing our audit of the financial statements of SAMCO Financial Services, Inc. (the
Company) (a wholly owned subsidiary of SAI Holdings, Inc.) 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 Company, including tests of compliance with such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in the
following:

(1) Making the periodic computations of aggregate debits and net capital under Rule 17a-3(a)(11) and
the reserve required by Rule 15¢3-3(e)

(2) Making the quarterly securities examinations, counts, verifications and comparisons, and the
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

(4) Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3

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
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 conformity with
accounting principles generally accepted in the United States.

Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.
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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 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, 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 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 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.

OO D, L

Dallas, Texas
February 20, 2004
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