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Cuthl“ & Eddy LLC Todd Hitchins

CERTIFIED PUBLIC ACCOUNTANTS
Limited Liability Company

Independent Auditor's Report

Board of Directors
First Security Financial Advisors, Inc.
Venice, Florida

We have audited the accompanying statement of financial condition of First Security Financial
Advisors, Inc. as of December 31, 2003, and the related statements of operations, changes in
shareholders’ equity, and cash flows for the year then ended. 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 First Security Financial Advisors, Inc. 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.

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 supplementary schedules, computation of net
capital and computation of aggregate indebtedness, as of December 31, 2003, are presented for
purposes of additional analysis and are not a required part of the basic financial statements, but
are 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 fairly stated in all material respects in relation to the
basic financial statements taken as a whole.
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FIRST SECURITY FINANCIAL-ADVISORS, INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2003

ASSETS

Current assets:
Cash and cash equivalents

‘ Accounts receivabie

Prepaid expenses and other

Property and equipment, net

Other assets:
Deposit with clearing organization
Securities owned, available for sale

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities:
Accounts payable and accrued expenses

Shareholders’ equity:
Common stock, $1 par value, 10,000 shares
authorized; 1,000 shares issued and outstanding
Additional paid-in capital
Deficit

See notes to financial statements.

$ 57,700
1,657

3.895
63,252

6.083

25,000

3.300

28,300

$ 976835

$ 20643

1,000
87,500

(11,508)
76,992

$ 097635



FIRST SECURITY FINANCIAL ADVISORS, INC.
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2003

Revenues:
Investment advisory
Commissions
Other income

Operating expenses:
Salaries and payroll taxes
Commissions
Professional and legal fees
Rent
Office expenses
Licenses and registration fees
Other operating expenses

Net loss

See notes to financial statements.

$ 504,457
371,050

1.829

877,336

637,394
71,422
66,657
21,473

21,056
9,373
121,522
948,897

$ (71.561)



FIRST SECURITY FINANCIAL ADVISORS, INC.
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2003

Retained
Earnings
Common Stock Additional (Accumulated
Shares _Amount  Paid-In Capital Deficit) Total
Balance, January 1, 2003 1,000 $ 1000 $ 87500 $ 60,053 § 148,553
Net loss far the year ended
December 31, 2003 - - - (71,561) (71.561)

Balance, December 31, 2003 _1000 $1000 $ 87500 $ (11,508) $ 76992

See notes to financial statements. 4
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FIRST SECURITY FINANCIAL ADVISORS, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2003

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash
used by operating activities:
Depreciation
Changes in operating assets and liabilities:
Decrease in accounts receivable
Decrease in prepaid expenses and other
Decrease in deposits
Increase in accounts payable and accrued expenses
Decrease in commissions payable
Total adjustments
Net cash used by operating activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See notes to financial statements.

$ (71.561)

11,183

8,786
1,126
6,200
18,225

(1.601)
43919

(27.642)
(27,642)

85,342

$§ 57700



FIRST SECURITY FINANCIAL ADVISORS, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2003

Nature of operations and summary of significant accounting policies:

Nature of operations and organization:

First Security Financial Advisors, Inc. (the “Company”) was incorporated in September
1995 as a registered investment advisor. The Company provides planning and investment
management services. The corporate office of the Company is located in Venice, Florida.
Additionally, the Company is an introducing broker-dealer registered with the Securities
and Exchange Commission (“SEC") and is a member of the National Association of
Securities Dealers, Inc. (“NASD”). Trades are cleared principally by Pershing LLC, a
member of the New York Stock Exchange (“NYSE”).

Cash and cash equivalents:
The Company considers all highly liquid debt instruments purchased with a maturity of
three months or less to be cash equivalents.

Property and equipment:
Property and equipment is stated at cost. The service lives for all property and equipment
have been estimated at 3 to 5 years and the straight-line method is used for depreciation
purposes. Software and leasehold improvements are being amortized over three and five
years, respectively, using the straight-line method. Maintenance and repairs that do not
improve or extend the lives of the respective assets are expensed currently.

Income taxes:
The Company and its shareholders have elected under Subchapter S of the Internal
Revenue Code to have the Company's taxable income or loss reported by the
shareholder. Because of this election, federal income taxes have not been provided for in
the 2003 financial statements.

Use of estimates:
The preparation of financial statements in conformity with accounting principies generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Revenue and expense recognition:
The revenue of the Company is derived primarily from investment advisory fees and from
commissions earned on the sale of securities. Investment advisory fees are generally
calculated as a percentage of assets managed, are paid in advance each quarter, and are
amortized to income over the period for which the fees were paid. Commission income is
recorded as of the date of the transaction leading to the commission.

Computation of customer reserve:
The Company is exempt from customer reserve requirements and providing information
relating to possession or contro!l of securities pursuant to Rule 15¢3-3 of the Securities
Exchange Act of 1934. The Company meets the exempting provisions of Paragraph

(k)(2)(ii).
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FIRST SECURITY FINANCIAL ADVISORS, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

FOR THE YEAR ENDED DECEMBER 31, 2003

Nature of operations and summary of significant accounting policies - continued:

Advertising:
The Company's policy is to expense advertising costs as the costs are incurred.
Advertising for the year ended December 31, 2003 was $10,882.

Securities owned, available for sale:
Securities owned, available for sale consist of common stock held. The original cost
approximates the market value as of December 31, 2003; therefore, there are no
unrealized gains or losses as of December 31, 2003.

Property and equipment:

Property and equipment consisted of the following at December 31, 2003:

Computer equipment $ 45229
Software 42,929
Office equipment ' 17,330
Furniture and equipment 18,579
Leasehold improvements 24,121
148,188

Less accumulated depreciation and amortization 142,105
$ 6083

Depreciation and amortization expenses amounted to $11,183 for the year ended
December 31, 2003.

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 at an amount
equal to the greater of $50,000 or 6 2/3% of aggregate indebtedness, and requires that the
ratio of aggregate indebtedness to net capital not exceed 15 to 1.

As of December 31, 2003, the Company had excess net capital of $14,138 and a net
capital ratio of .32 to 1.

Related party transactions:
The Company leases office space on a month-to-month basis from an entity in which a

majority shareholder of the Company is a significant partner. Rent payments to this entity
totaled $21,743 for the year ended December 31, 2003.
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FIRST SECURITY FINANCIAL ADVISORS, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

FOR THE YEAR ENDED DECEMBER 31, 2003

Liability subordinated to the claims of creditors:

None of the Company’s liabilities have been subordinated to the claims of general
creditors at December 31, 2003.

Supplementary disclosures of cash flow information:
Cash was paid during the year for:
Interest $ 130
Income taxes $ ___ None



FIRST SECURITY FINANCIAL ADVISORS, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2003

Net capital
Total shareholders’ equity

Deductions:
Nonailowable assets:
Advances included in accounts receivable
Prepaid expenses and other
Property and equipment, net
Securities owned, available for sale

Net capital
Reconciliation with Company’s computation (included in
Part Il of Form X-17A-5 as of December 31, 2003)
Net capital, as reported in- Company’s Part Il

FOCUS report

Adjustments:
Other changes

Net capital

$ 76,992
(41)
(3,895)
(6,083)
(3.300)

$ 63673
$ 63,118
555

'$ 63,673



FIRST SECURITY FINANCIAL ADVISORS, INC.

COMPUTATION OF AGGREGATE INDEBTEDNESS UNDER
RULE 17a-5 OF SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2003

Accounts payable and accrued expenses and
aggregate indebtedness

Ratio of aggregate indebtedness
to net capital

10
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CERTIFIED PUBLIC ACCOUNTANTS
Limited Liability Company

Independent Auditors' Report On Internal
Control Structure Required By SEC Rule 17A-5

Board of Directors
First Security Financial Advisors, Inc.
Charlotte, North Carolina

In planning and performing our audit of the financial statements and supplemental schedules of
First Security Financial Advisors, Inc. (the “Company”) for the year ended December 31, 2003, we
considered its internal control, 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 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 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 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 of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

1031 W. MORSE BLVD,, SUITE 200, WINTER PARK, FL 32789-3750 ¢ PHONE (407) 644-7455 <« FAX (407) 628-5277
ceddy@cuthilleddy.com « www.cuthilleddy.com

Division for CPA Firms American Institute of Certified Public Accountants Florida Institute of Certified Public Accountants
Member of IA International With Correspondent Qffices in Principal Cities Of The World




Because of inherent limitations in internal control or the practices and procedures referred to
above, errors 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 disciose 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 structure 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 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 recognizes that it is not practicable in an organization the size of First Security
Financial, Inc. to achieve all the divisions of duties and cross-checks generally included in a
system of internal control and that, alternatively, greater reliance must be place on surveillance by
management.

This report is intended solely for the information and use of Board of Directors, management, the
Securities Exchange Commission, 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 it is
not intended to be and should not be used by anyone other than these specified parties.
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