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KERBER, ECK & BRAECKEL LLP
MANAGUMENT CONSULTANTS

1600 Myers Building

1 Wosi Old State Capilo! Plaza
Springlield, linois 62701-1264
217-789-0980 [Fax 217-789.2822
wvretkebeopa.comn

Carponciale, liincis

(Cape Girardeau, Missouri
Sl Louis, Missoni
Milwaukee. Wisconsin

Independent Auditors' Report

Director and Shareholder
Roosevelt Equity Corporation

We have audited, in accordance with auditing standards generally accepted in the United
States of America, the statement of financial condition of Roosevelt Equity Corporation as of
December 31, 2003, and the related statements of income (loss), changes in shareholder's equity,
and cash flows for the year then ended, and have issued our report thereon dated January 22, 2004.

In connection with our audit, nothing came to our attention that caused us to believe that the
company was not eligible for claiming exclusion from membership in the Securities Investor
Protection Corporation (SIPC) under Section 78cce(a)(2)(A)(ii) of the Securities Investor Protection
Act of 1970, as explained on page 4, for the year ended December 31, 2003. However, it should be
noted that our audit was not directed primarily toward obtaining knowledge of such ineligibility.

This report is intended solely for the information and use of management, the SEC, 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 should not be used for any other purpose.

/{M/L/ é}/% b B rcectiel Ll«lé

Springfield, Illinois
January 22, 2004
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ROOSEVELT EQUITY CORPORATION

MEMBERSHIP STATUS IN THE SECURITIES INVESTOR PROTECTION CORPORATION

Year ended December 31, 2003

Roosevelt Equity Corporation, qualified for exclusion from membership in the Securities Investors Protection
Corporation during the year ended December 31, 2003, under Section 78ccc(a)2)(A)(ii) of the Securities
Investor Protection Act of 1970. A Certification of Exclusion from Membership covering the year ended
December 31, 2003 (Form SIPC-3) was filed with the National Association of Securities Dealers, Inc., 1735
K Street, NW, Washington, D.C. 20006, on January 6, 2003.
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ROOSEVELT EQUITY CORPORATION

Financial Statements and Supporting Schedule

Pursuant to Rule 17a - 5 of the Securities and Exchange Commission

Year Ended December 31, 2003
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KERBER, ECK & BRAECKEL LLP

CERTIFIED PUBLIC ACCOUNTANTS AND
MANAGEMENT CONSULTANTS

000 Myers Building

1 West Old Slate Capilol Plaza
Springlieid. Minois 62701-1268
217-789-0080 [Fax 217-788-2822
weav keicpa.com

Springlield, linols
Believille, flinais
Catondale. liinois

Cape Girardeau, Missouii
St. Louis. Missoun

Mihwvaukee, Wisconsin Independent AUditorS' Report

Director and Shareholder
Roosevelt Equity Corporation

We have audited the accompanying statement of financial condition of Roosevelt Equity
Corporation (a Delaware Corporation) as of Decemnber 31, 2003, and the related statements of
income (loss), changes in shareholder'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 staternent 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 Roosevelt Equity Corporation as of 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.

QOur audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in the schedule of net capital is presented
for purposes of additional analysis and is not a required part of the basic financial statéments, but is
supplementary information required by Rule 17a-5 of 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 stated fairly in all material respects in relation to the basic
financial statements taken as a whole.

,(M/ E R ¢ /Qwﬁo&éﬁ LLpP

Springfield, Hlinois
January 22, 2004
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ROOSEVELT EQUITY CORPORATION
Statement of Financial Condition

December 31, 2003

Assets:
Cash
Commissions receivable
Income tax receivable
Investment in mutual funds

Total assets

Liabilities:
Accrued commissions payable

Total liabilities i

Shareholder’'s equity:
Common stock, $25 par value. Authorized
and issued 1,000 shares
Paid-in and contributed capital
Retained earnings

Total shareholder’s equity

Total liabilities and shareholder's equity

The accompanying notes are an integral part of this statement.

doos 018

50,688
25,800
5,001

34,677

116,166

12,320

12,320

25,000
13,389

65,457
103,846

116,166
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ROOSEVELT EQUITY CORPORATION
Statement of Income (Loss)

Period Ended December 31, 2003

Revenues:

Commission income $ 134,395
Investment income 818

Loss on sale of investment (828)
Unrealized gain on investments 9,482
143,867

Expenses:

Commissions paid to agents 70,137
Management fees 80,000
NASD fees 8,756

State licenses and fees 2,326
Taxes 160
Bank charges 552
Agency expense 0
161,931

‘Net loss before taxes (18,084)

income taxes 50

Net loss $ (18,114)

Basic and diluted earnings per share $ (18.11)
Weighted average shares outstanding ' 1,000

The accompanying notes are an integral part of this statement.
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ROOCSEVELT EQUITY CORPORATION
Statement of Changes in Shareholder's Equity

Period Ended December 31, 2003

Common stock

Balance, beginning of year $ 25,000
Issued during year 0
Purchase treasury stock 0

Balance, end of period 25,000

Additional paid-in and contributed capital

Balance, beginning of year : 13,389
issued during year 0
Purchase treasury stock 0

Balance, end of period 13,389

Retained earnings _

Balance, beginning of year ; 83,571
Net loss ' (18,114)

Balance, end of period ' 65,457

Total shareholder's equity, end of period $ 103,846

The accompanying notes are an integral part of this statement.
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ROOSEVELT EQUITY CORPORATION
Statement of Caéh Flows

Period Ended December 31, 2003

Increase (decrease) in cash
Cash flows from operating activities:

Net loss
Adjustments to reconcile net loss to net cash
used in operating activities
Loss on sale of investment
Unrealized gain on investments
Changes in assets and liabilities:
Increase in commissions receivable
Increase in income taxes receivable, net
Increase in commissions payable

Net cash used in operating activities
Cash flows from investing activities:

Investment income reinvested
Proceeds from sale of investment

Net cash provided by investing activities

’

Net decrease in cash

o

Cash at Declember 31, 2002

Cash at December 31, 2003

The accompanying notes are an integral part of this statement.

10

$

(18,114)
828
(9,482)

(2,665)
(55)

2289

(27,199)

$

(818)
2,471

1,653

(25,546)

76,234

@011/018

50,688
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(1)

(2)

ROOSEVELT EQUITY CORPORATION
Notes to Financial Statements

December 31, 2003

Nature of Operations

Roosevelt Equity Corporation (the Company) was incorporated under the laws of the State of Delaware on June
1, 1971, for the purpose of dealing and brokering in securities. To date, activities of the Company have been
limited principally to brokering shares of mutual funds, and sales of variable annuity contracts. The Company acts
as an agent for its customers by placing orders. Orders of mutual funds and variable annuity contracts are placed
in the customers' names, the mutual fund shares and variable annuity accumulation units are held by the
respective fund's custodians, and the Company's only financial involvement is through receipt of commission
(load).

Summary of Significant Accounting Policies

a) Cash and Cash Equivalents
For purposes of the statement of cash flows, the Company considers all highly liquid debt instruments

purchased with a maturity of three months or less to be cash equivalents. At December 31, 2003, the
Company did not have any cash equivalents.

b) Investments Owned

Investments of brokers and dealers in securities are measured at fair value, with unrealized appreciation and
depreciation included in the determination of net income. Total unrealized appreciation on investments is
$ 5,204, of which $ 8,482 in unrealized appreciation is attributable to 2003 and is included as an addition to
current year income. Realized investment gains of $ 476 on mutual funds in 2003, were designated by the
Company to be reinvested for the purchase of additional mutual fund shares.

The Company owned 300 shares of, The Nasdaqg Stock Market, Inc., common stock at a basis of $3,300.
These shares of common stock were purchased through a private placement offering. A public offering of
the shares had not taken place. The shares were sold in 2003, and the realized mvestment loss of $ 828 was
included as an decrease to current year earnings.

Market
Investments Owned Value Basis
Mutual funds $ 34,677 $ 29,473
Total $ 34,677 5 29,473

11
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c)

d)

ROOSEVELT EQUITY CORPORATION
Notes to Financial Statements - Continued

December 31, 2003

Commission Income and Commissions Paid to Agents

Commission income is recognized as it is earned and related commissions paid to registered representatives
are incurred at that time,

The Company receives substantially all mutual fund commission income from one investment company,
Pioneer Services Corporation. The Company receives all variable annuity commissions from one investrent
company, Allmerica Financial Life Insurance and Annuity Company. Total 2003 commission income is
compromised of approximately 86% mutual fund sales, and approximately 14% variable annuity sales.

The Company incurs commission expense by passing a portion of its commission (load) to the Company's
independent sales force. Agent Commission expense ranges between 35% and 75% of commission income
for the various products sold. Inactive sales agents forfeit the portion of residual commission income normally
paid to active sales agents. As a result, actual total commission expense for the year represented
approximately 53% of total commission income.

Use of Estimates

In preparing financial statements in conformity with accounting principles generally accepted in the United
States of America, management is required to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts as revenues and expenses during the reporting period. Actual results
could differ from those estimates,

(3) lncome Taxes

At year-end December 31, 2003, the Company had a federal and state tax receivable of $4,234 and $712,
respectively. Federal and state income tax expense {credit) incurred for the year ended December 31, 2003 was
$0 and $50, while federal and state income tax paid for the same period was $0 and $50, respectively.

(4) Management Fees

During the year, the Company paid management fees to United Trust Group, Inc., the Company's parent
company. The fees are based on a fixed fee contract of $80,000 per year. As a result, the Company incurred
$80,000 in management fees for the year ended December 31, 2003,

12
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ROOSEVELT EQUITY CORPORATION
Notes to Financial Statements - Continued

December 31, 2003

(5) Net Capital Requirement

The Company is subject to the Uniform Net Capital Rule (Rule 15¢ 3-1) under the Securities Exchange Act of
1934, which requires that a broker-dealer's aggregate indebtedness, as defined, not exceed 15 times net capital,
as defined. At December 31, 2003 the Company's net capital was $80,163 as compared with minimum net capital
of $5,000. The Company's ratic of aggregate indebiedness to net capital was .1537 to 1.

(6) Exemption from Determination of Reserve Requirement under Rule 15¢ 3-3

For the year ended December 31, 2003 based on Section (k) (1) of the Rule 15¢ 3-3, the Company was exempt
from the Rule 15¢ 3-3, under the Securities Exchange Act of 1934, which requires that a broker-dealer shall at
all times maintain a "Special Reserve Bank Account for the Exclusive Benefit of Customers”. No schedule of the
computation of the amount that should be on deposit in the "Reserve Bank Account” under Rule 15¢ 3-3(e) is
presented due to this exemption.

(7) Concentration of Credit Risk

The Company's commissions receivable have significant concentration of credit risk. At December 31, 2003,
approximately 85% of receivables was due from Pioneer Services Corporation, and approximately 14% of
receivables were due from Allmerica Financial Life Insurance and Annuity Company.

(8) Earnings per Share
Basic earnings per share of common stock were computed by dividing income available to common shareholders,

by the weighted average number of common shares outstanding for the year. Basic and diluted earnings per
share are the same since the Company has no dilutive instruments outstanding.

13
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ROOSEVELT EQUITY CORPORATION
Schedule of Net Capital

December 31, 2003

Net Capital:
Shareholder's Equity $ 103,846
Less: :
Non-allowable assets 18,481
Haircut 5,202 23,683
$ 80,163
Aggregate Indebtedness - Payables and Accrued Expenses $ 12,320
Minimum Capital Requirements - $ 5,000
Excess Net Capital " $ 75163
Percentage of Aggregate Indebtedness to Net Capital 15.37

-

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

There are no material differences between this computation of net capital and the
corresponding computation prepared by Roosevelt Equity Corporation and included
in the Company's unaudited Part IIA FOCUS Report filing as of the same date.

14
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KERBER, ECK & BRAECKEL LLP
CERTIFIED PUBIIC ACCOUNTANTS AND
MANAGEMENT CONSULTANTS

1000 Myers Building

1 Wast Oid Stale Capitol Plaza
Sprnglickd. linols 62701-1263
217-732-0969 Fax 217-780-2822
vavLkebepa.com

Springfigli. Hinois
Betieville. [iingis
Camondale. liHnos
Cape Giraicdeau, Missouti
St. Lowis, Missouri
Milvvaukee, Wisconsin

Director and Shareholder
Roosevelt Equity Corporation

In planning and performing our audit of the financial statements of Roosevelt Equity
Corporation for the year ended December 31, 2003, we considered its internal control, including
control activities for safcguarding securities, in order (o determine our auditing procedures for the
purpose of expressing our opinion on thc financial statements and not to provide assurance on
internal control.

Also, as required by rule 17a-5(g)(1) of the Secwrities and Exchange Comimission (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 and net capital under rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of rule 15c¢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 secuuncs undler
Section § 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 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
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L)

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 accounting
principles generally accepted in the United States of America. 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 the internal control,
including procedures 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
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 management, the SEC, 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 and should not be used
by anyone other than these specified parties,

Korlor, €& 1 Burechel LLP

Springfield, lllinois
January 22, 2004



