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Clark Schaefer Hackett &Co

CERTIFIED PUBLIC ACCOUNTANTS
BUSINESS CONSULTANTS

Independent Auditors’ Report

Board of Directors and Stockholders
Patrick Financial Corporation
Hamilton, Ohio

We have audited the accompanying statement of financial condition of Patrick Financial Corporation (the
Company) as of June 30, 2003 and the related statement of operations, changes in stockholder’s 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 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 the Company as of June 30, 2003 and the results of its operations and 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 on pages 8-10 is presented for purposes of additional analysis and 1s
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 our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Clb Shafle, HohEed s

Springfield, Ohio
July 24, 2003




PATRICK FINANCIAL CORPORATION
Statement of Financial Condition
June 30, 2003

Assets
Current assets:
Cash $ 34,110
Investment securities at fair value 181,718
Commission receivable 22,597
Total current assets 238,425
Property, plant and equipment:
Computer equipments 20,809
Less: accumulated depreciation (20,121)
Net property, plant and equipment 688
Other assets:
Deposits, First Southwestern Company 50,000
Deposits, NASDAQ 18,900
Total non-current assets 68,900
Total assets $ 308,013

Liabilities and Stockholder's Equity

Current liabilities:

Accounts payable $ 35,120
Unsecured notes payable 20,000
Total current liabilities 55,120

Long-term liabilities:

Subordinated equity loans 40,000
Stockholder's equity:
Common stock, no par value; authorized 750 shares,

52 shares issued and outstanding 500
Additional paid-in capital 39,500
Less: Treasury stock, 37 shares, no par common stock (30,000)
Retained earnings 212,893
Total stockholder's equity 222,893

Total liabilities and stockholder's equity $ 318,013

See accompanying notes to the financial statements.




PATRICK FINANCIAL CORPORATION
Statement of Operations
For the year ended June 30, 2003

Revenue:
Commissions earned 8 491,542
Interest and dividends 12,088
Total revenue _ ‘ 503,630
Expenses: :
Commissions paid ‘ 315,488
Officer's salaries 87,600
Payroll taxes 5,187
Retirement benefits _ 17,460
Medical reimbursement plan 4,409
Insurance 9,227
Professional fees 3,582
License and registration 3,808
Errors and omissions 62
Advertising 1,091
Contributions 300
Office supplies 9,156
Rent 9,168
Communications 7,553
Travel and entertainment 1,849
Dues and subscriptions 1,314
Interest 6,000
Depreciation 1,320
Loss on sale of investments 23,125
Miscellaneous 254

Total expenses 507,953

Net loss $ (4,323)

See accompanying notes to the financial statements.




PATRICK FINANCIAL CORPORATION
Statement of Changes in Stockholder's Equity
For the year ended June 30, 2003

Balances at , July 1, 2002

Unrealized gain on
Available for sale securities

Net loss

Balances at , June 30, 2003

See accompanying notes to the financial statements.

Additional Total
Common Paid-In Treasury Retained Stockholder's
Stock Capital Stock Eamings Equity
$ 500 39,500 (30,000) 202,098 212,098
- - - 5,118 5,118
. - - (4,323) (4,323)
$ 500 39,500 (30,000) 202,893 212,893




PATRICK FINANCIAL CORPORATION
Statements of Cash Flows
For the year ended June 30, 2003

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash
provided (used) by operating activities:
Depreciation
Effects of changes in operating assets and liabilities:
Commission receivable
Accounts payable
Accrued and withheld liabilities

Net cash used by operating activities

Cash flows used by investing activities:
Proceeds from sale of investments
Investment purchases

Net cash provided by investing activities
Increase in cash
Cash, beginning of year

'Cash, end of year

Supplemental disclosures:
Cash paid for:
Interest

Taxes

See accompanying notes to the financial statements.

$ (4,323)

1,320
8,735

(13,785)

(1,179)

(9,232)

97,265

(76,140)

21,125

11,893

22,217

$ 34,110

$ 6,000




PATRICK FINANCIAL CORPORATION
Notes to the Financial Statements
June 30, 2003

1. Summary of Significant Accounting Policies:

The following accounting principles and practices of the Company are set forth to facilitate the
understanding of data presented in the financial statements:

Description of business

Patrick Financial Corporation is an Ohio Corporation operating as a broker-dealer
registered with the Securities and Exchange Commission (SEC) and is a member of the
National Association of Securities Dealers (NASD). The Company is located in
Hamilton, Ohio.

Method of accounting

The Company utilizes the accrual basis method of accounting.

Cash and Cash Equivalents

For the purpose of the statement of cash flows, the Company considers amounts on hand
and in demand deposits with original maturities of three months or less to be cash
equivalents.

Customer Accounts

Customer accounts are carried by correspondent brokers on a fully disclosed basis.
Commission Receivable

Commissions receivable are stated at net realizable value due from correspondent
brokers. Commissions receivable at June 30, 2003 was $22,597. No allowance for
uncollectible accounts was set up as management deems all amounts to be
collectible.

Use of estimates

Financial statements prepared in conformity with accounting principles 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.

Property, equipment and depreciation

Property and equipment are recorded at cost. Depreciation is provided on straight-line
method using estimated useful lives of five to seven years.




PATRICK FINANCIAL CORPORATION
Notes to the Financial Statements
June 30, 2003

2. Investments:

Investments are recorded at fair market value at June 30, 2003 and consist of the following:

Fair Market Unrealized

Cost Value Gain .
Money Market Funds $ 33,806 33,806 -
Mutual Funds 34,389 35,180 791
Non-taxable fixed income 65,131 67,394 2,263
Equities 43.274 45338 2,064
$ 176,600 181,718 5,118

3. Lease Commitment:

The Company leases its office space on a month to month basis from an unrelated party. Rent
expense for the year ended June 30, 2003 was $9,168.

4. Retirement Plan:

The Company has a simplified employee pension (SEP) plan under the regulations of the Internal
Revenue Code to cover all eligible employees. Contributions to the plan are discretionary and totaled
$17,460 for the year ended June 30, 2003.

5. Unsecured notes Payable:

Unsecured note payable to Stanley J. Frank, a shareholder in the amount of $20,000 bear interest at
10 percent and is payable on June 30, 2004, Interest expense for the year ended June 30, 2003 was
$2,000.

6. Subordinated Borrowings:

The borrowings under subordination agreements at June 30, 2003 are listed in the following:

10 % unsecured subordinated note payable to Joseph R. Schickling,
a shareholder, matures on December 31, 2005. $ 20,000

10 % unsecured subordinated note payable to James D. Mussio,
a shareholder, matures on December 31, 2005. 20,000




PATRICK FINANCIAL CORPORATION
Notes to the Financial Statements
June 30, 2003

The subordinated borrowings are available in computing net capital under the SEC’s uniform net
capital rule. To the extent that such borrowings are required for the Company’s continued
compliance with minimum net capital requirements, they may not be repaid.

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 and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. 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 June 30, 2003, the Company had net capital
of $216,507, which was $116,507 in excess of its required net capital of $100,000. The Company’s
aggregate indebtedness to net capital ratio was 0.25 to 1.




Clark Schaefer Hackett &Co.

CERTIFIED PUBLIC ACCOUNTANTS
BUSINESS CONSULTANTS

Independent Auditors’ Report on Internal
Controls Required by SEC Rule 17a-5

.Board of Directors
Patrick Financial Corporation

In planning and performing our audit of the financial statements and supplemental schedules of Patrick
Financial Corporation (the Company), for the year ended June 30, 2003, we considered its internal
controls, 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 (SEC), we have made a
study of the practices and procedures followed by the Company, including tests of compliance with 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 the quarterly securities examinations, counts, verifications, and comparisons, and the
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, and

3. 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 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 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.

Qur 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 Company's practices and procedures
were adequate at June 30, 2003, to meet the SEC's objectives.

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

Chik, Shafn, Hoktt €6

Springfield, Ohio
July 24, 2003
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PATRICK FINANCIAL CORPORATION
Schedule of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission

June 30, 2003
Net Capital:
Total stockholder's equity $ 212,893
Add subordinated borrowings allowable in computation
of net capital 40,000
Deductions for non-allowable assets:
Property, plant and equipment, net (688)
Deposit, NASDAQ (18,900) (19,588)
Net capital before haircuts on securities positions 233,305
Haircuts on securities
Stocks (15%) _ (12,078)
Bonds (6%) (4,044)
Money market (2%) (676) (16,798)
Net Capital ’ $ 216,507
Aggregate Indebtedness:
Accounts payable $ 35,120
Notes payable 20,000
Total aggregate indebtedness $ 55,120

Computation of Basic Net Capital Requirement:
6 2/3% aggregate indebtedness as shown above, pursuant
to Rule 15¢3-1 as of June 30, 1999, subject to minimum

requirement of $100,000 $ 100,000
Total requirement § 100,000
Excess Net Capital 116,507
Ratio: Aggregate indebtedness to net capital 0.25t0 1.0

Reconciliation with Company's Computation:
(Included in part A of Form X-17A-5 as of June 30, 2003)

Net capital per unaudited FOCUS report $ 216,508
Rounding difference )]
Net capital per audited computation above $§ 216,507

See accompanying notes to the financial statements.



