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OATH OR AFFIRMATION

I, Tim Kohn , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Investors Brokerage of Texas, Ltd. , 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:
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Notary Public

This report ** contains (check all applicable boxes):

™ (a) Facing Page.

® (b) Statement of Financial Condition.

B (¢) Statement of Income (Loss).

B (d) Statement of Changes in Financial Condition.

B (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

™ (g) Computation of Net Capital.

&R (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.

B (j) 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

® () An Oath or Affirmation.

OO (m) A copy of the SIPC Supplemental Report.

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

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

The Board of Directors
Investors Brokerage of Texas, Ltd.:

We have audited the accompanying statements of financial condition of Investors Brokerage of

Texas, Ltd. (the Partnership), a subsidiary of Chase Financial Corp., as of December 31, 2003

and 2002 and the related statements of loss, changes in partners’ equity, cash flows and changes

in liabilities subordinated to claims of general creditors 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 Partnership's management. Our responsibility is to
—express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits 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 Investors Brokerage of Texas, Ltd., a subsidiary of Chase Financial
Corp., at December 31, 2003 and 2002 and the results of its operations and its cash flows for the
years then ended in conformity with accounting principles generally accepted in the United States
of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a'whole. The supplemental information included on pages 11 through 13 is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplemental 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 audits of the basic financial statements and, in our opinion, is fairly presented in all material
respects in relation to the basic financial statements taken as a whole.

%ﬁ,ﬁm,@é?ﬂzggﬁc

January 30, 2004

An Independent Member of the BDO Seidman Alliance




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Statements of Financial Condition

December 31, 2003 and 2002

2003 2002
Assets
Cash and cash equivalents $ 46,000 40,947
Deposit with clearing organization 150,000 150,000
Accounts receivable:
Commissions from clearing organization 31,908 15,238
Affiliate 16,376 -
Furniture and equipment, net - 16,376
Income tax receivable from affiliate 343 10,826
Other assets 14,940 17,061
$ 259,567 250,448
Liabilities and Equity
Payable to affiliates $ 46,082 26,136
Total liabilities 46,082 26,136
Equity:
Partners' equity 213,485 224312
Total equity 213,485 224,312
$ 259,567 250,448

See accompanying notes to financial statements.
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Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Statements of Loss

Years Ended December 31, 2003 and 2002

2003 2002
Revenue:
Commissions $ 512,791 794,369
Interest 34,706 39,089
Trading discount 4217 7,153
Other 928 9,661
_Total revenue 552,642 850,272
Expenses:
Employee compensation, commissions and benefits 369,467 525,551
Communications 30,032 52,202
Occupancy and equipment 68,000 146,109
Professional fees - 6,184 14,593
Clearance fees 36,698 68,226
Other operating expenses 57,604 68,801
Total expenses 567,985 875,482
Loss before income taxes | (15,343) (25,210)
Current income taxes (benefit) (4,516) (10,826)

Net loss ' $ (10,827) (14,384)

See accompanying notes to financial statements.




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Statements of Changes in Partners' Equity

Years Ended December 31, 2003 and 2002

Balance,

January 1, 2002 ~$ 238,69
Net loss (14,384)
Balance,

December 31, 2002 224,312

~ Net loss (10,827)
Balance,
December 31, 2003 $ 213,485

See accompanying notes to financial statements.




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Statements of Cash Flows

Years Ended December 31, 2003 and 2002

2003

Cash flows from operating activities:
Net loss $ (10,827)
Adjustments to reconcile net loss to
net cash provided by operations:
Depreciation -
Changes in assets and liabilities:

(Increase) decrease in commissions receivable (16,670)
Decrease (increase) in other assets 2,121
Decrease in income taxes receivable from
affiliate 10,483
Increase (decrease) in payable to affiliate 19,946
Net cash provided by operating activities 5,053
Net increase in cash and cash equivalents 5,053
Cash and cash equivalents at beginning of year ' 40,947
Cash and cash equivalents at end of year § 46,000

See accompanying notes to financial statements.

2002

(14,384)

1,242

20,987
(1,224)

12,236

(10,817)

8,040

8,040

32,907

40,947




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Statement of Changes in Liabilities Subordinated to
Claims of General Creditors

Years Ended December 31, 2003 and 2002

Subordinated liabilities,
January 1, 2002

Changes

Subordinated labilities
December 31, 2002

Changes

Subordinated liabilities
December 31, 2003

See accompanying notes to financial statements.




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Notes to Financial Statements

December 31, 2003 and 2002

(1) Summary of Significant Accounting Policies

(a)

(b)

(c)

Nature of Operations

The accompanying financial statements include only the accounts of Investors
Brokerage of Texas, Ltd. (the Partnership). The general partner (.1%) is Insurors
General Partner, LLC, which is a wholly-owned subsidiary of the limited partner
(99.9%), Insurors.Com, Inc. Insurors.Com, Inc. is wholly owned by Chase Financial
Corp. The Partnership serves as an investment broker-dealer, with the majority of its
customers located in the central and south Texas areas.

The Partnership carries no customer cash accounts, margin accounts or credit
balances and promptly transmits all customer funds and delivers all securities received
in connection with its activities to its clearing broker, Southwest Securities in Dallas,
Texas.

Commission Income and Related Expenses

Commission income and related expenses are recorded on a settlement date basis,
which 1s not materially different from a trade date basis.

Income Taxes

The Partnership and its affiliates are included in the consolidated federal income tax
return filed by the parent company. Federal income taxes are calculated as if the
companies filed on a separate return basis, and the amount of current tax or benefit
calculated is either remitted to or received from its affiliates. The amount of current
and deferred taxes payable or refundable is recognized as of the date of the financial
statements, utilizing currently enacted tax laws and rates. Deferred tax expenses or
benefits are recognized in the financial statements for the changes in deferred tax
liabilities or assets between years. The Partnership is not subject to state franchise
taxes.

Deferred income taxes are accounted for under the asset and liability method.
Deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of
existing assets and liabilities, principally depreciation on furniture and equipment, and




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Notes to Financial Statements
(Continued)

(1) Summary of Significant Accounting Policies (continued)

(©)

(d)

(e)

®

(2)

(h)

Income Taxes (continued)

their respective tax bases. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The effect on deferred
tax assets and liabilities of a change in tax rates is recognized in income in the period
that includes the enactment date.

Furniture and Equipment

Furniture and equipment is carried at cost. Depreciation is calculated using the
double-declining balance and straight-line methods of depreciation over the estimated
useful lives of the assets. '

Cash Equivalents

For purposes of the statements of cash flows, the Partnership considers all highly
liquid debt instruments with original maturities of three months or less to be cash
equivalents.

Advertising Expense

The Partnership expenses the costs of advertising as incurred. Advertising expense
for 2003 and 2002 totaled $3,331 and $6,837, respectively.

Use of Estimates

Management of the Partnership has made a number of estimates and assumptions
relating to the reporting of assets and liabilities and the disclosure of contingent assets
and liabilities to prepare these financial statements in conformity with generally
accepted accounting principles. Actual results could differ from those estimates.

Reclassifications

Certain reclassifications have been made to the 2002 financial statements to make
them comparable to the 2003 financial statements.
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(4)
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Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Notes to Financial Statements
(Continued)

Furniture and Equipment

Furniture and equipment as of December 31, 2003 and 2002 is as follows:

Estimated
003 2002 Useful Lives
Furniture and equipment $ - 64,102 5to 10 years
Improvements - 17,961 39 years
Accumulated depreciation - (65.687) -
$ _ - 16,376

The Partnership sold all of its furniture and equipment as of January 1, 2003 to Insurors of
Texas General Agency, Ltd, an affiliated company, for the net book value of $§16,376. The
Partnership recorded a receivable from affiliate for this amount as of December 31, 2003.

Retirement Plan

The Partnership participates in the retirement plan (the Plan) of a related company which
covers substantially all employees. The Plan has a 401(k) provision which allows
employees with at least one year and 1,000 hours of service to make contributions.
Employee contributions can be matched up to 5% at the discretion of the Partnership. For
the years ended December 31, 2003 and 2002, the Partnership made discretionary
contributions of $14,076 and $21,906, respectively.

Regulatory Requirements

The Partnership, an investment broker, is subject to the Securities and Exchange
Commission, Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance of
minimum net regulatory capital and a certain ratio of aggregate indebtedness to net
regulatory capital. The Partnership carries all accounts on a fully disclosed basis and is
required to maintain net capital of at least $50,000 under Rule 15¢3-1(a)(2). At
December 31, 2003, the Partnership had net regulatory capital of $198,545.

Related Party Transactions

A related entity, Insurors Opportunity, Ltd., provides various office space, accounting
services, payroll processing and other miscellaneous services for the Partnership.
Following is a summary of the major expenses related to services performed by Insurors
Opportunity, Ltd.:
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Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Notes to Financial Statements
(Continued)

(5) Related Party Transactions {continued)

2003 2002
Rent expense $ 68,000 144,000
Payroll, commissions and related expenses 369,467 525,551

(6) Supplemental Cash Flow Information

The Partnership received $15,000 from one of its affiliates for income taxes in 2003.

During 2003, the Partnership sold all of its furniture and equipment to an affiliated
company for $16,376, recording a receivable from affiliate as of December 31, 2003, as
more fully described in Note 2.

(7 Income Taxes

The Partnership's effective income tax rate is lower than what would be expected if the
federal statutory rate were applied to income (loss) from continuing operations, because of
a difference of $2,897 resulting from the prior year's tax accrual for the year ended
December 31, 2002.
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Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Information Relating to the Possession or Control
Requirements Under Rule 15¢3-3 of the

Securities and Exchange Commission

December 31, 2003

The Partnership claims exemption under Rule 15¢3-3(k)(2)(ii) relating to the
possession or control filing requirements of Rule 15¢3-3.

See accompanying independent auditors' report.
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Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the

Securities and Exchange Commission

December 31, 2003

The Company claims exemption under Rule 15¢3-3(k)(2)(ii) relating to the
reserve requirements of Rule 15¢3-3.

See accompanying independent auditors' report.
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Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Computation and Reconciliation of Net Capital and Computation
of Basic Net Capital Requirements Under Rule 15¢3-1 of the

Securities and Exchange Commission

December 31, 2003

Net capital:
Equity, as reported on Form X-17A-5, Part 11 $ 214,169

Audit adjustments:
Adjust Federal income tax expenses to actual (684)

Equity, as reported on the accompanying

financial statements 213,485

Deductions:
Non-allowable assets - other assets (14,940)
Net capital $ 198,545

Aggregate indebtedness, as reported on the accompanying

financial statements $ 46,082
Minimum net capital required $ 50,000
Net capital in excess of requirements 148,545

Net capital - § 198,545

Ratio aggregate indebtedness to net capital 23:1

See accompanying independent auditors' report.




Investors Brokerage of Texas, Ltd.

Letter on Internal Control Required by
SEC Rule 17a-5 -

December 3 1,2003
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The Board of Directors
Investors Brokerage of Texas, Ltd.:

In planning and performing our audit of the financial statements and supplemental information of
Investors Brokerage of Texas, Ltd. 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 the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we have
made a study of the practices and procedures followed by Investors Brokerage of Texas, Ltd.
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 and net
capital under Rule 172-3(a)(11) and for determining compliance with the exemptive provisiens of
Rule 15¢3-3. Because Investors Brokerage of Texas, Ltd. does not carry securities accounts for
customers or perform custodial functions to customer securities, we did not review the practices
and procedures followed by the Partnership 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

Management of the Partnership has asserted that it was in compliance with the conditions of the
exemption under Rule 15¢3-3 and no facts came to our attention that such conditions had not
been complied with during the period.

The management of the Partnership is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of 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

An Independent Member of the BDO Seidman Alliance




practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Partnership has responsibility are safeguarded against loss from
unauthorized use or 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 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 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 on our study, we believe that
the Partnership's practices and procedures were adequate at December 31, 2003 to meet the
SEC’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission and other regulatory agencies which rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to
be used and should not be used for any other purpose.

%&,%M,%J?%ggﬁc

January 30, 2004




