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OATH OR AFFIRMATION

L Yuun Chiem , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Einancial Secaemas lne. , as

of Dec 3| ,20 03 | 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:

LA‘\/\/C/O)\. /-——-—‘\
ik rin .

PAC-SHU HO '
% Notary Public U Signature
i Commonwealth of Maéigchusetts
i My Commission Expires
1 March 26, 2010 TreaTgi :Terw
T S T AT B PR OIS .

= Notary Public

This report ** contains {check all applicable boxes):
(a) Facing Page.
o (b) Statement of Financial Condition.
& (¢) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.
0 (f Statement of Changes in Liabilities Subordinated to Claims of Creditors.
g (g) Computation of Net Capital.
[0 ) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
g (i) Information Reiating to the Possession or Control Requirements Under Rule 15¢3-3.
IZ/(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 ) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation, :
4 (1) An Oath or Affirmarion.
[, (m) A copy of the SIPC Supplemental Report.
I‘_’f (n) Areport describing 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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Accounting for Solutions

Financial Sciences, Inc.
21 Milk Street, 2nd floor
Boston, MA 02109

INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS

I have audited the accompanying statement of financial condition of Financial Sciences, Inc.
(the Company) as of December 31, 2003, and the related statements of income, changes in
stockholders' 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. My responsibility is to express an opinion on these financial statements
based on my audit.

I conducted my audit in accordance with generally accepted auditing standards. Those
standards require that I 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 amount 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. I believe that my audit provides a reasonable

basis for my opinion.

In my opinion, the statements referred to above present fairly, in all material respects, the
financial position of Financial Sciences, Inc. as of December 31, 2003, and the results of its -
operations and its cash flows for the year then ended in conformity with generally accepted
accounting principles.

My 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 the 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. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial

statements taken as a whole.
Sincerely,

P\«":’( i LL..
Marilynd ewis, CPA

Boston, Massachusetts
February, 2004

P. O. Box 191742 Boston, MA 02119 « Tel. (617) 541-3343 « Fax (617) 541-3278 + E-mail: Cpastop@aol.com



ASSETS

Cash and cash equivalents

FINANCIAL SCIENCES, INC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31,2003

Deposits with clearing organizations and others

Receivable from broker-dealers and clearing organizations

Securities owned:

NASD Securities
Other Securities

_ I/T Receivables

__854,160_

Furniture, equipment, and feasehold improvements,
at cost, less accumulated depreciation $3,411

Deferred income Taxes

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities:

Other Payable

Stockholders' equity:

Common stock, par value $30, 5000 shares issued

Additional paid-in capital
Retained earnings
Total stockholders equity

$ 18,324
09,784
20,940
50,400

904,560
3,806

1,607

218,062
$ 1,266,982

361

361

150,000

550,775

565,846
1,266,621

81,266,982

The accompanying notes are an integral part of these financial statements



FINANCIAL SCIENCES, INC

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2003

REVENUES:

Commissions
Securities listed on an exchange
Listed option transactions
Sale of investment company shares
Other income

Interest and Dividends

Net gains on firm securities trading account
EXPENSES:

Employee compensation and benefits
Floor brokerage and commissions
Communications and data processing
Regulatory and registration cost
Occupancy

Other expenses

Income before taxes

Provision for Income taxes

Deferred Income Taxes

Net [ncome

Earnings per Share of Common Stock

120,709

$ 46,732
85,409
2,256

$

$

255,106
6,237
273,240

534,583

114,636
56,609
31,889

6,389
63,343
3,195

265,961

268,622

3,795

68,916

72,711

196,911

39.18

The accompanying notes are an integral part of these financial statements



FINANCIAL SCIENCES, INC.

STATEMENT OF CHANGES IN STOCKHLODERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2002

Additional Total
Paid-in Retained Stockholders'
Capital Stock Capital Earnings Equity
Shares -~ Amount
Balances at.

January 1, 2003 5000 $150,000 $550,775 $ 369,935 1,070,710
Net income 195,911 195,911
Balances at

December 31, 2003 5000 $ 150,000 $550,775 $ 565,846 $ 1,266,621

The accompanying notes are an integral part of these financial statements




FINANCIAL SCIENCES, INC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2002

Cash Flows from Operating Activities
Net Income:
Adjustments to reconcile net income to net
cash used in operating activities:
Depreciation
(Increase} Decrease in Income Tax Receivable
(Increase) Decrease in Clearance Account
Unrealized Gains-Securities
(Increase) Decrease in Other Receiveables
Deferred Income Taxes
Increase (Decrease) in Other Payables
Total Adjustments

Net cash used in operating activities

~ Increase in cash

Cash. at beginning of the vear

Cash at end of the year

Supplemental cash flow disclosures:

Income tax payments $ 6,400

$ 195911

3,388
10,331
(595)
(283,757)
(4,636)
68,916
(98)
(206,451)

‘ (10,540

(10,540)

28,864

$ 18,324

The accompanying notes are an integral part of these financial statements



FINANCIAL SCIENCES, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2003

NOTE 1-Organization and Nature of Business

The company, a securities broker/dealer servicing the general public, is registered with the
Securities and Exchange Commission (SEC) and is a member of various exchanges and the National
Association of Securities Dealers (NASD). The Company is a Massachusetts corporation organized

in 1992,

NOTE 2-Significant Accounting Policies
a. Basis of Presentation _
The financial statements, which include the accounts of the company, are prepared on the

accrual basis. The Company is engaged in a single line of business as a securities broker-dealer.
The preparation of the financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estlmates
b. Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if
they had settled. Profit and loss arising from all securities transactions entered into for the account
and risk of the Company are recorded on a trade date basis. Customers’ securities transactions are
reported on a settlement date basis with related commission income and expense reported on a trade
date basis.
Amounts receivable and payable for securities transactions that have not reached their contractual
settlement date are recorded on the statement of financial condition
Marketable securities are valued at market value.
c. Commissions

Commissions and related clearinghouse expenses are recorded on a trade-date basis as
securities transactions occur.
d. Income Taxes

The Company has included a provision for income taxes and is calculated based on current
tax laws and rates.

e. Depreciation
Office Equipment and leasehold improvements are carried at cost less accumulated

depreciation. Depreciation is calculated using the straight-line method over the estimated useful lives
of the assets.
f. Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Company has defined cash equivalents as
highly liquid investments, with original maturities of less than ninety days that are not held for sale in
the ordinary course of business.

NOTE 3-Cash and cash Equivalents
Cash and cash equivalents stated in the Statement of Cash Flows consists of the operating

cash.

NOTE 4-Receivables to Broker-Dealers
Commissions receivables from clearing organizations at December 31, 2003 are § 20,940.




FINANCIAL SCIENCES, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2003

NOTE 5-Securities Owned
Marketable securities owned at December 31, 2003 consist of the following:

NASD Stock $ 50,400
Corporate Stocks and Options § 854,160
£ 904,560

NOTE 6-CAPITAL STOCK
Capital Stock is detailed as follows:
Common stock-Par value $30 per share
Authorized: 11,250 shares
Issued and outstanding: 5000 shares

NOTE 7-EQUIPMENT AND IMPROVEMENTS
These accounts are detailed as follows:

Office Equipment $5,658
Leasehold Improvements 24,480
30,138
Accumulated Depreciation (28,631)
Net Value $ 1,507

+ NOTE 8-INCOME TAXES

Deferred income tax assets are computed annually for the differences between the financial statement
and the tax basis of assets that will result in taxable amounts in the future based on enacted tax laws
and rates applicable to the periods in which the differences are expected to affect taxable income.
Income tax expense is the tax payable or refundable for the period plus or minus the change during the
period in deferred tax assets and liabilities. An allowance is provided if it is more likely than not that
the company will not realize the benefits of a deferred asset. As of December 31, 2003, a valuation
allowance has not been provided against the deferred tax asset.

Income tax expense at December 31, 2003 is made up of the following components.

2003
Current federal income tax expense § 243
Current state income tax expense § 3,552
Deferred income benefit _ $68,916
Income Tax Benefit $72,711

The current federal and state income tax expense differs from the expense that would result from
applying statutory rates to income because of the gain in sale of investment differences fro book
and tax purposes in the year ending December 31, 2003.



FINANCIAL SCIENCES, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2003

NOTE 8 - INCOME TAXES ( continued)

Net deferred tax assets consisted of the following at December 31, 2003:

ASSET LIABILITY NET
Federal ($17,026) ($121,580) ($104,554)
State - (8113.508) ($113.508)
Total ($17,206) (8235,088) ($218,062)

NOTE 9- USE OF ESTIMATES

The preparation of the financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingencies at the date of the financial statements and the
reported amounts of revenues and expenses during the period. Actual results could differ nom those
estimates.

NOTE 10-CONCENTRA TION OF CREDIT RISKS

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event the counterparties
do not fulfill their obligations, the Company may be exposed to risk. The risk of default depends on
the creditworthiness of the counterparty or issuer of the instrument. It is the Company's policy to
review, as necessary, the credit standing of each counterparty.

NOTE II-NET CAPITAL REQUIREMENTS

The company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (sec 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 (and the rule of
the "applicable" exchange also provides that equity capital may not be withdrawn or cash dividends
paid if the resulting net capital ratio would exceed 10 to 1). At December 31, 2003, the company had
net capital of $1,057,619 which was $ 957,619 in excess of its required net capital of $100,000. The
company's net capital ratio was .03%. Computation of Net Capital includes an Undue Concentration
in the amount of $30,150. Net capital as reported in the Company's unaudited Form X-17a-5 as of
December 31, 2003 does not differ materially from net capital as stated in this report.

NOTE [2-EARNINGS PER SHARE
Earnings per share of common stock were computed by dividing net income by the weighted

average number of common shares outstanding for the year (5000 shares).
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L & ASSOCIATES, CPA
Accounting for Solutions

Financial Sciences, Inc.

21 Milk Street, 2nd floor
Boston, MA 02109

INDEPENDENT AUDITOR'S REPORT ON SUPPLEMENTARY INFORMATION REQUIRED BY RULE
17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

1 have audited the accompanying financial statements of Financial Sciences, Inc. (the Company)
as of and for the year ended December 31, 2003, and have issued my report thereon dated February
2004. My 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-5nderthe 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 my opinion, is
fairly stated in all material aspects in relation to the basic financial statements taken as a whole.

Sincérely,

Boston, Massachusetts
February 2004

My
Marilys’Lewis, CPA

P. O. Box 191742 Boston, MA 02119 « Tel. (617) 541-3343 » Fax (617) 541-3278 + E-mail: Cpastop@aol.com



FINANCIAL SCIENCES, INC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2002

SCHEDULE I

NETCAPITAL
Total Stockholders' Equity $ 1,266,621
Deductions:

Furniture, equipment, and

leasehold improvements, net 1,507

Other Receivables 58,740

Total deductions 60,247
Net capital before haircuts on securities 1,208,374
Haircuts on securities;

' Stock and warrants - 118,605

Options

Money market funds

Undue concentrations 30,150

Total haircuts ' 148,755
Net capital $1,057,619
Aqgregate Indebtedness
Other accounts payable and accrued expenses $ 361
Total aggregate indebtedness $ 361

Computation of basic net capital requirement

Minimum net capital required $ 23
Minimum dollar requirement 100,000
Net capital requirément $ 100,000
Excess net capital $ 957619

Excess net capital @ 1000%

(net of 10% aggregate indebtedness) $1,057,583
Ratio: Aggregate indebtedness to net capital 0.03%
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L & ASSOCIATES, CPA
Accounting for Solutions
Financial Sciences, Inc.

21 Milk Street, 2™ floor
Boston, MA 02109

INDEPENDENT AUDITOR’S REPORT ON INTERNAL ACCOUNTING CONTROL

In planning and performing my audit of the financial statements of Financial Sciences,
Inc. (The “Company”) for year ended December 31, 2003, I considered its internal control
structure, including procedures for safeguarding securities, in order to determine my auditing
procedures for the purpase of expressing my opinion on the financial statements and not to
provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, I have
made a study of the practices and procedures (including tests of compliance with such practices
and procedures) followed by Financial Sciences, Inc. that I consider relevant to the objectives
stated in rule 17a-5(g);(1) in making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capital under rule 17a-3(a)(11) and the reserve required by rule 15¢3-
3(e); (2) in making the quarterly securities examinations, counts, verifications, and comparisons,
and the recordation of differences required by rule 17a-13;(3) in complying with the
requirements for the prompt payment for securities under Section 8 of regulation T of the Board
of Governors of the Federal Reserve System; and (4) in 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 an
internal control structure and the practices and procedures referred to in the preceding paragraph.
In fulfilling the responsibility, estimates and judgments made by management are required to
assess the expected benefits and related costs of internal control structure policies and
procedures referred to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the Commission’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 safeguarded 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) lists additional objectives of the practices and procedures listed in the
preceding paragraph. '

P. O. Box 191742 Boston, MA 02119 « Tel. (617) 541-3%&3 * Fax (617) 541-3278 « E-mail: Cpastop@aol.com



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 the changes in conditions or that the effectiveness of their design and
operation may deteriorate.

My 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, I noted no matters involving the internal control structure, including procedures for
safeguarding securities that I consider to be material weaknesses as defined above.

[ understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the Commission 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 my study,
[ believe that that Company’s practices and procedures were adequate at December 31, 2003 to
meet the Commission’s objectives.

This report is intended solely for the use of the Board of Directors, management, the
SEC, NASD, 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 should not be

used for any other purpose.

Sincerely,

Boston, Massachusetts W\ e L.h__,
February 21, 2004 Magilyn Lewis, CPA
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