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OATH OR AFFIRMATION
1, Douglas McQuade , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Exeter, Ltd. : , as
of Decsmber 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

classxfed solely as that of a customer, except as follows:

- ELLEN BROWN ALLARD
Notary Public Notary Public, State of New Yock
No. 30-4932550
, in Nassau County
(a) Facing Page. . . - Commission Expires July 25, 20 ‘Q.G

&l
&} (b) Statement of Financial Condition.

k] (c) Statement of Income (Loss).

[J (d) Statement of Changes in Financial Condition.

El (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
OO (f Statement of Changes in Liabilities Subordinated to Claims of Creditors.
=
O
O
O
|

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

(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.

(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.

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

() An Oath or Affirmation.

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

(’F) Independent Auditors' Report on Internal Control Structure
or condmons ofconfdentxal treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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OSEDALE
CERBO

CERTIFIED PUBLIC ACCOUNTANTS
INDEPENDENT AUDITORS' REPORT

To the Stockholder of
Exeter, Ltd.
" Wantagh, New York

We have audited the accompanying statement of financial condition of
Exeter, Ltd. (an 8 Corporation) as of December 31, 2003 and the
related statements of income and retained earnings, changes in
stockholders' equity and cash flows for the year then ended that you
are filing pursuant to Rule 17a-5 under the Securities and 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 generally accepted auditing
standards. 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 Exeter,
Ltd. (an S Corporation) at December 31, 2003, and the results of
operations and cash flows for the year then ended in conformity with
generally accepted accounting principles.

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 1 1is 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 of the
Securities and 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.

Rosedale & Scerbo
Wantagh, New York
February 18, 2004

2001 Grove Street ¢ Wantagh, NY 11793 ¢ (516) 783-1515 e« Fax (516) 783-1720
MEMBER OF AICPA



EXETER, LTD.
(an S Corporation)
STATEMENT OF FINANCIAL CONDITION
December 31, 2003

ASSETS
Cash and Cash Equivalents $ 59,205
Receivables From Clearing Organization 9,140
Investment 22,200
Property and Equipment, net of accumulated
depreciation of §7,385 2,401
TOTAL ASSETS S 92,946
LIABILITIES & STOCKRHOLDER'’S EQUITY
Accounts Payable & Accrued Expenses $ 8,463
Pension Plan Payable 42,115
Loan Payable, Officer 670
Income Taxes Payable 100
51,348
STOCKHOLDER’S EQUITY
Common Stock - $.10 par value, 1,000
shares authorized, 500 shares
issued and outstanding 50
Paid-In-Capital 71,517
Retained Earnings 37,908
Less: Treasury Stock (at cost, 150 shares) (67,877)
41,598
TOTAL LIABILITIES & STOCKHOLDER’S EQUITY S 92,946

The accompanying notes are an integral
part of these financial statements.
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EXETER, LTD.
(an 8 Corporation)
STATEMENT OF OPERATIONS AND RETAINED EARNINGS
For the Year Ended December 31,

2003

REVENUE
Fee Income
Dividend and Interest Income
Total Revenue
EXPENSES
Officer’s Compensation
Other Compensation
Payroll Taxes
Professional Fees
License, Permits and Fees
Travel and Entertainment
Pension Expense
Interest Expense
Other Expenses
Depreciation Expense
Total Expenses

LOSS BEFORE INCOME TAXES AND OTHER ITEMS

OTHER ITEMS
Investments Marked to Market Value

LOSS BEFORE INCOME TAXES

PROVISIONS FOR INCOME TAXES

NET LOSS

RETAINED EARNINGS, BEGINNING OF YEAR
LESS: DISTRIBUTIONS

RETAINED EARNINGS, END OF YEAR

The accompanying notes are an integral part

of these financial statements.
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98,493

650

99,143

25,000
5,000
3,733

14,810
2,577
2,443

42,115
3,452
7,382
1,072

107,584

(8,441)

7,100

(15,541)

100

(15,641)

153,549

100,000

37,908
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EXETER,

LTD.

{an S8 Corporation)
STATEMENT OF CHANGES IN STOCKHOLDER'’S EQUITY

For The Year Ended December 31, 2003

TREASURY

STOCK

PAID-IN RETAINED (AT COST,
COMMON CAPITAL EARNINGS 50 SHARES) TOTAL
BALANCE, 1/1/03 $ 50 $71,517 $153,549 $(67,877) $§157,239
NET LOSS (15,641) (15,641)
DISTRIBUTIONS (100,000) (100,000)
BALANCE, 12/31/03 $ 37,908 $(67,877) $ 41,598

—Em e e ==

The accompanying notes are an integral part
of these financial statements.
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EXETER, LTD.
(an S Corporation)
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 provided by operating activities:
Depreciation
Investments marked to market

(Increase) decrease in:
Receivables From Clearing Organizations
Deposits with Clearing Organizations

Increase (decrease)

Accounts Payable & Accrued Expenses
Pension Plan Payable

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Property and Equipment

Net cash used by investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Shareholder Distributions
Repayment of Subordinated Borrowings
Net cash used by financing activities
NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR
SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid during the year for:

INCOME TAXES

INTEREST

$§ (15,641)

1,072
7,100

8,984
242,567

4,079
(104,012)
159,790

144,149

__(2,376)
__(2,376)
(100,000)
(100, 000)
(200,000)
(58,227)
117,432

$ 58,205

$ 100
S 3,452

The accompanying notes are an integral part
of these financial statements.
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EXETER, LTD.
(an S8 Corporation)
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

2.

ORGANIZATION AND PURPOSE

The Company is a registered Broker-Dealer under the Securities
Exchange Act of 1934. Exeter, Ltd. became a registered Broker-
Dealer under the Securities Exchange Act on May 8, 1989. Oon
January 26, 2001, the Company ceased to be a member of the New
York Stock Exchange. The firm arranges for execution of exchange
listed securities on an exchange for non-member broker dealers by
an exchange member.

SIGNIFICANT ACCOUNTING POLICIES

a. Property and Equipment

Equipment is stated at cost and is depreciated under an
accelerated method over the estimated wuseful 1life of the
equipment. Depreciation expense for 2003 was $1,072.

b. Statement of Cash Flows

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.

c. Credit Concentration

The Company's financial instruments that are exposed to
concentrations of credit risk consist primarily of cash and cash
equivalents and receivables from customers. The Company places
its «cash and cash equivalents with high credit quality
institutions insured by the FDIC and/or the SIPC. The Company
routinely assesses the financial strength of its customers and,
as a consequence, believes that the credit risk exposure to its
receivables is limited.

d. Income Taxes

Certain items of expense are recognized for income tax purposes
in different periods from those in which such items are
recognized for financial reporting purposes, primarily
depreciation expense. For the year ended December 31, 2003, the
amount of deferred income taxes due to these differences is
deemed to be insignificant.



EXETER, LTD.
(an S Corporation)
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

e. Use of Estimates

The preparation of the financial statements requires management
to make certain estimates and assumptions that affect the
reported amounts in the accompanying financial statements.
Management does not believe that actual results will differ
materially from these estimates.

NET CAPITAL REQUIREMENT

The Company is subject to rule 15c¢3-1 adopted by the Securities
and Exchange Commisgsion. The rule prohibits a broker or dealer
from engaging in securities transactions at a time when its net
capital, as defined by the rule, 1is less than $5,000. As of
December 31, 2003, the company's net capital, as defined, was
$21,860. This amount is different than the company's computation
included in Part IIA of Form X-17a-5 as of December 31, 2003.

INCOME TAXES

The Company, with the consent of its shareholders, has elected
under the Internal Revenue Code to be taxed as an S Corporation.
In lieu of corporate income taxes, the shareholders of an 8
Corporation are taxed on their proportionate share of the

Company's taxable income. Therefore, no provision or liability
for federal income taxes has been included in the financial
statements. The Company is, however, subject to New York State

Franchise taxes. New York State Franchise Tax expense for the
year ended December 31, 2003 was $100.



EXETER, LTD.
{an S Corporation)
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

6.

INVESTMENTS

The investment represents 2,000 shares of NASD stock at market
value on December 31, 2003, Also included in investments are
$3,300 in warrants for a total market value of $22,000 at
December 31, 2003.

DEFINED BENEFIT PENSION PLAN

The Company has established a defined benefit pension plan
effective January 1, 1998 with an initial plan year ending
December 31, 1998. All non-union employees over age 21 who have
completed a year of service are eligible to participate on the
entry date following the date they met the aforementioned
requirements. The plan entry dates are defined as each 1/1 and
7/1. A year of service is defined as a consecutive 12 month
period whereas an employee has completed at least 1,000 hours of
service with the employer. There are two participants in the
plan at the close of the 2003 plan year. The benefits are based
on years of service and on employee’s compensation. The
Company’s funding policy is to contribute annually the maximum
amount that can be deducted for federal income tax purposes. The
following schedule provides additional information about the
plan:

Amount

Fair value of plan assets at December 31, 2003 $ 703,574
Benefit obligation at December 31, 2003 637,158
Funded status $ 66,416
Prepaid Benefit Cost $ 0
Weighted-average assumptions as of December 31, 2003

Discount rate 6.5%

Expected return on plan assets 6.5%

Rate of compensation increase 2.5%
Benefit cost $ 637,158
Employer contributions $ 146,217
Plan participants’ contributions $ 0
Benefits paid $ 0



OSEDALE
CERBO

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTAL
INFORMATION REQUIRED BY SEC RULE 17A-5

To the Stockholder of
Exeter, Ltd.
Wantagh, New York

We have audited the accompanying financial statements of Exeter, Ltd.
ag of and for the year ended December 31, 2003 and have issued our
report thereon dated February 18, 2004. 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 1 1is
presented for purpose of additional analysigs and is not a required
part of the Dbasic financial statements, 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 fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

Rosedals & Scedbo

Rosedale & Scerbo
Wantagh, New York
February 18, 2004

2001 Grove Street * Wantagh, NY 11793 e (516) 783-1515 « Fax (516) 783-1720
MEMBER OF AICPA



EXETER, LTD.
(an S8 Corporation)
STATEMENT OF CHANGES IN SUBORDINATED LOAN
For The Year Ended December 31, 2003

Subordinated Loan Rate
Subordinated Locan Balance
January 1, 2003 $ 100,000 10%
(Decrease) (100,000)
Subordinated Loan Balance
December 31, 2003 -0-

The accompanying notes are an integral part
of these financial statements.
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EXETER, LTD.
SCHEDULE 1
(an 8 Corporation)
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2003

SCHEDULE 1
NET CAPITAL

Total Stockholder’s Equity $ 41,598
DEDUCTIONS AND/OR CHANGES

Non-2Allowable Assets (14,841)

Net Capital Before Haircuts on

Securities Possessions 26,757

Haircuts on Securities 4,897

NET CAPITAL 21,860
AGGREGATE INEDBTEDNESS S 51,348

PERCENTAGE OF AGGREGATE INDEBTEDNESS

TO NET CAPITAL 234.89%
MINIMUM NET CAPITAL REQUIREMENT $ 5,000

EXCESS OF NET CAPITAL OVER MINIMUM
REQUIREMENT $ 16,860

See auditors' report on supplemental information
and accompanying notes to the financials.
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EXETER, LTD.
(an S Corporation)
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2003

SCHEDULE 1 (continued)
RECONCILIATION WITH COMPANY'S COMPUTATION (included in Part IIA of
of Form X-17a-5 as of December 31, 2003)

Net Capital as reported in Company's Part IIA

(Unaudited) FOCUS Report $ 29,858

Net Audit Adjustments (7,271)

Haircuts in excess of amount reported in

Company’s Part IIA (Unaudited) FOCUS Report (727)
Net Capital $ 21,860

RECONCILIATION WITH COMPANY'S COMPUTATION (included
in Part IIA of Form X-17a-5 as of December 31, 2003)

Aggregate Indebtedness, as reported in

Company's Part IIA (Unaudited) FOCUS Report $ 44,077
Net Audit Adjustments 7,271
AGGREGATE INDEBTEDNESS S 51,348

See auditors’ report on supplemental information
and accompanying notes to the financials.
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OSEDALE
CERBO

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 1l7a-5

To the Stockholder of
Exeter, Ltd.
Wantagh, New York

In planning and performing our audit of the financial statements of
Exeter, Ltd. for the year ended December 31, 2003, we considered its
internal control structure 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
structure.

Also, as required by rule 1l7a-5(g)(l) 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) 1in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 1l7a-
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 securites, we did not review the practices and procedures
followed by the Company in any of the following:

1. Making quarterly securites examinations, counts,
verifications, and comparisons

2. Recordation of differences required by rule 17a-13.

2. 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 an internal control structure 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 intermal control
structure policies and procedures and of the practices and procedures

-13-
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MEeMBER OF AICPA



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 an internal control
structure and the practices and procedures are to provide management
with reasonable, but not absolute, assurance that assets for which the
Company has responsibility are gsafeguarded against loss from
unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to
permit preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-5(g) 1lists
additional objectives of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in any internal control structure or
the practices and procedures referred to above, errors or
irregularities 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 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 or 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, except for:

The size of the business and resultant 1limited number of
employees imposes practical limitations on the effectiveness of
those internal control structure procedures that depend on the
segregation of duties. Since this condition is inherent in the
size of the Company, the specific weaknesses are not described
herein and no corrective action has been taken or proposed by the
Company.

The foregoing condition was considered in determining the nature,
timing and extent of the procedures to be performed in our audit of
the financial statements of Exeter, Ltd. for the year ended December
31, 2003 and this report does not effect our report thereon dated
February 18, 2004.
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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 use of management, the SEC, the
NASD and other regulatory agencies which rely on Rule 17a-5(g) under
the Securities Exchange Act of 1934 and should not be used for any
other purpose.

Rosedale & Scerbo
Wantagh, New York
February 18, 2004
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