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OATH OR AFFIRMATION

], _paunl Mendgelson: T , swear (or affirm) that, te the best of

Jmy. knowledge ‘and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Lincoln Investment Planning, Ific. as
of ___December 3 1 ,2002 _ are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or dxrector haz any proprictary interest in any account
classified solely as that of a customer, except as follows;

NONE

Signature

Chief ¥Financial Officer
Title

Notarial Seal
) Camlyn P%VNo{z;ﬂn h{lotary Public
, ontgom
o Public My Commisa'lonPExplrenguneeryz 1c° ?uqr})lyr

Memper, Pannsitvanin Asgon P
This rcport ** contains (¢heck all applicable boxes): sianafNohrar

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Siatementof | Cash Flow

(e} Statement of Changes in Stockholders’ Equity or Partners’ or Solc Proprietors’ Capital.

(f) Statcment of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(b) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

() Information Relating to the Possession or Control Requircments Under Rule 15¢3-3.

(i) A Reconcilistion, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computstion for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconcilistion between the audited and unaudited Statements of Financial Condition with respect to metheds of

- . gonsolidation. :

() An Oath or Affirnaticn.

(m) A copy of the STPC Supplemental Report

(o) Areport describing any matenial inadequacies found to exist or found to have existed since the date of the previgus audit.

00F 2 BEOREZEBRED

"F or conditions of confidential treatment of ceriain portions of this filing, see xecrion 240.17a-5(¢)(3).
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Lincoln Investment
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Subsidiaries

. 'Consolidated Statement 6f ﬁinancial
Condition as of December 31, 2002




Lincoln Investment Planning, Inc, and Subsidiaries

PRICEAVATERHOUSE(COPERS

PricewaterhouseCoopers LLP

Two Commerce Square, Suite 1700
. 2001 Market Street

Philadelphia PA 19703-7042

Telephone 267} 330 3000

Facsimlle (267) 330 3300

Report of Independent Accountants -

To the Board of Directors and Stockholders of

In our opinion, the accompanying consolidated statement of financial condition presents fairly, in all
material respects, the financial position of Lincoln Investment Planning, Inc. and Subsidiaries (the
“Company,” a Subchapter S Corporation) at December 31, 2002, in conformity with accounting
principles generally accepted in the United States of America. This financial statement is the
responsibility of the Company’s management; our responsibility is to express an opinion on this
financial statement based on our audit. We conducted our audit of this statement in accordance with
auditing standards generally accepted in the United States of America, which require that we plan and
perform the audit to obtain reasonable assurance about whether the statement of financial condition is
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statement of financial condition, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall statement of financial
condition presentation. We believe that our audit of the statement of financial condition provides a
reasonable basis for our opinion.

As discussed in Note 1, the Company has adopled Statement of Pinancial Accounting Standards No.
142, “Goodwill and Other Intangible Assets,” on January 1, 2002.

FWW e

February 17, 2003




Lincoln Investment Planning, Inc. and Subsidlaries
Consolidated Statement of Financlal Condition
December 31, 2002

Assels

Cash and cash equivalents

Cash and repurchase agreements — segregated under federal and
other regulations

Securities m.mcd.; at market value (cost $2,204,000)

Commissions receivable

Fees receivable )

Advances to financial reps, net of allowance for
doubtful accounts of $72,510

Receivable from mutual fund

Receivable from custemer

Prepaid expensesind taxes

Notes receivable, net of allowance for doubtful
accounts of $7,295

Furniture, fixtures, and equipment, net of accumulated
depreciation of $15,523

Deposits with ¢lcaring organizations

Goodwill

Other asscts

Total assets
Liabilities And Stockholders' Equity

Payable to customers (all free credit balances)
Commissions payable

Payable to retirement plan

Accounts peyable and accrued expenses

Payroll taxes payable

Dcferred advisory revenue

Sub S distribution payable

Notes payable, net of unamortized discount of $18,510

Committnents and contingencies (Secc Note 11)

- Stockholders’ equity:

Capital stock:

Voting; authorized 10,000 shares at $.001 par;
issued and outstanding 1,204 shares

Non-voting; authorized 1,000,000 shares at §.001 par;
issued and outstanding 119,254 shares

Additional paid-in capital

Rectained earnings

Less: Treasury stock - 12,511 shares at cost

Totsl stockholders” equity
Total liabilities and stockholders’ cquity

§ 6,082,187

2,525,516
1,870,742
1,568,100

60,888

395,807
789
2,114

521,107 -

494,428

5,975
48,848
603,934
194,504

—r T
£14,474,939

$ 552,895
1,791,089
229,567
2,253,639
12,521
433,915
339,200

281,490

5,894,316

——

1

115
570,307
8,223,842

(213,646)

8,580,623
$14,474,939

The accompanying hotes are an integral part of thesé financial statements.

c2.




Lincoln Investment Planning, Inc. and Subsidiaries
Notes to Consolidated Financijal Statement
December 31, 2002

1. Summary of Significant Accounting Policics

Organization

Lincoln Investment Planning, Inc. and Subsidiaries (the "Company") is a broker dealer registered
with the National Association of Securities Dealers (NASD) and an investment advisor registered
with the Securities and Exchange Commission (SEC). Lincoln Investment Planning, Inc. (“LIP”) was
incorporated in November 1968, The Company specializes in the sale of mutual funds to its retail
investors with a particular focus on its clients’ retirement needs, The Company’s investment advisory
services include strategic and tactical asset allocation programs. Customers are geographically
located throughout the United States, with & primary concentration in the Eastern and-Central regmns

* 'LIP Holding, Inc, (“LIPH") is a wholly owned subsidiary of LIP. This entity was formed in
December 1998 and is a Delaware Holding Company organized under Delaware law. Main business
activities of LIPH include managing securities owned and collecting the income derived from those
assets.

Lincoln Acquisition Corporation (“LAC") is a wholly owned subsidiary of LIP. This entity was
formed in April 2000 and is 2 Delaware Corporation, Business activities of LAC are similar to those
of LIP. LAC is the parent of Linmass, Inc., also a Delaware Corporahou, formed in April 2000 to
purchase and operate a sales office in Massachusetts.

Basis of Prescntation
The consolidated financial statement includes the accounts of the Company and its wholly owned
subsidiaries. All material intercompany balances and transactions are eliminated in consolidation.

Security Transactions

Security transactions and related commissions are recorded on a scttlement-date basis. There would
be no material effect on the financial statement if these transactions were recorded on a trade-date
basis.

The Company clears certain of its customer transactions through a clearing orgar.uzat.lon on a fully
disclosed basis.

Investment Advisory Fees :
Investment advisory fees and related expenses are recognized mtably over the associated billing
period.

Cash and Cash Equivalents
Cash and cash equivalents are defined as demand deposits, money market accounts, and overnight
investments at banks.

Cash and Repurchase Agreements Segregated under Federal Regulations

Cash of $75,516 and repurchase agreements valued at $2,450,000, earning .75% interest dated
December 30, 2002, maturing on January 6, 2003 are scgregated for the exclusive benefit of
customers pursuaat to Rule 15¢3-3 under the Securities Exchange Act of 1934. Repurchase
agreements are treated as collateralized financing transactions and are recorded at their contractual




Lincoln Investment Planning, Inc. and Subsidiaries
Notes to Consolidated Financial Statement
. December 31, 2002

amounts including accrued interest. Collateral underlying repurchase agreements outstanding consists
of a U.S Treasury Bond that matures on January 15, 2008, earns interest of 3.625% and has a market
value of $2,499,246 as of December 31, 2002.

Furniture, Fixtures and Equipment

Furniture, fixtures and equipment are stated at cost. Expenditures for maintenance and repairs are
charged against operations. Renewals and betterments that materially extend the life of the assets are
capitalized.

Depreciation is computed for financial statement purposes on a straighl-line basis over the estimated
__useful lives of the related assets. The estimated useful lives of the depreciable assets range-from-five—-. -
to ten years,

When furpiture, fixtures and equipment are retired or sold, the asset values and related reserves are
eliminated from the accouants and any resultant gain or loss is included in earnings.

Income Taxes

The Company has elected, by consent of its stockholders, to be taxed under the provisions of
Subchapter S of the Internal Revenue Code and Pennsylvania Revenue Code effective January 1,
1993. Under these provisions, the Company does not pay Federal or Pennsylvania corporate income
taxes on its taxable income, Instead, the stockhelders are liable for individual Federal and
Pennsylvania income taxes on their share of the Company's taxable income. However, the Company
is liable for income taxes to certain states other than Pennsylvania. Subchapter S distributions payable
at Decembet 31, 2002 were $339,200.

Goodwill

Goodwill is stated ar the excess of fair value over cost of assets acqmrcd The Company had $862,762 °
of unamortized goodwﬂ.l at December 31, 2001. Beginning January 1, 2002, the Company adopted

the provisions of SFAS No. 142, “Goodwill and Other Intangible Assets” (SFAS No. 142). This
pronouncemernt changes the accounting for goodwill and intangible assets with indefinite lives from

an amortized method to an impairment approach. Accordingly, the Company no longer records
amortization relating to its existing goodwill. Goodwill is tested for impairment on an annual basis

and between annual tests if an event occurs or circumstances change that would more likely than not
reduce the fair value of the Company below its carrying value. Prior to January 1, 2002, the Company
amortized goodwill on a straight-line basis over § years.

Estimates

The preparation of financial statements in conformity Wlth accounting principles generally acccptcd
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and Habilities at the
date of the financial statement. Actual results could differ from those estimates. Significant eslimates
include allowances for doubtful accounts and certain accrued expenses.




Lincoln Investment Planning, Inc. and Subsidiaries
Notes to Consolldated Financial Statement
December 31, 2002

2. Net Capital

The Compaany is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
(rule 15¢3-1), which requires the maintenance of minimum net capital. The Company bas elected to
use the alternative method, permatted by the rule, which requires that the Company maintains
mipimum net capital, equal to the greater of $250,000. At December 31, 2002, the Company had net
capital of $4,498,332, which was 212,788% of aggregate debit balances and $ 4,248,332 in excess of
the minimum net capital requirement. :

3._Retirement Plans —

The Company has a defined contribution profit sharing and Section 401(k) salary deferral plan which
covers employees who have attained the age of 18. Employees are eligible for the 401(k) salary
deferral plan on the first day of employment and enroll on 3 quarterly basis. Enrollment dates are
Tanvary 1, April 1, July 1, and October 1. Employees are eligible for the Profit Sharing component
once they have worked for one full year in which they completed 1000 hours of service.

Under the plan, eligible participating employees may elect to contribute up to $11,000 or $12,000 if
they turn 50 years of age or older during the plan year. The Company contributes an amount equal to
50% to 100% of the participant’s contribution up to 5% of compensation based on years of service,
Participants are at ail times fully vested in their contributions and Company contributions become
fully vested to the participants after six years of continued employment.

4, Securities Owned

Securities owned consist of marketable mutual funds that are stated at market value and are held by a
clearing broker who may rehypothecate them. The cost and market value of securities owned at
December 31, 2002 were as follows: .

Gross Gross
Unrealized Unrecalized Market
Cost Gaing Losses Value
Bquity Mutual Funds $2,034,289 $13,990 $(247,248) $1,801,031
Certificate of Deposits 110,030 110,030
Money Market Mutual Funds : 59,681 59,681

32,204,000 313,990 $(247248) $1,5970,742
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Lincoln Investment Planning, Inc. and SubSIdlanes
. Notes to Consolidated Financial Statement
December 31, 2002

5, Fair Value of Financial Instruments

The financial instraments of the Company are reported in the consolidated statemnent of financial

condition at market or fair values, or at carrying amounts that approximate fair values because of the
short maturity of the instruments, except the notes payable. The estimated fair values of this financial
instrument at December 31, 2002 is as follows:

Carrying Fair
- Amount Value
Notes payable ' $ 281,490 $ 283,146

“Ihe fair value estimate of the Company's notes payable is based on current rates offered to the
Company for debt with substantially the same characteristics and maturities.

. Commissions, Advisory Fees and Other Fees Reccivable

Commissions, advisory fees and other fees receivable arise from selling mutual fund shares and
providing investment advisory services to investors.

. Receivable From and Paynblé to Customers

Accounts receivable from and payable to customers include amounts due on cash transactions.
Securities owued by customers are held as collateral for receivables. Such collateral is not reflected in
the consolidated financial statement, )

. Furniture, Fixtures, and Equipment

At December 31, 2002, furniture, fixtures and equipment consisted of the following:

Furniture and fixtures $ 20,654

Office equipment ' 844

. 21,498

Less : Accumulated depreciation (15,523)

3 5975

. Notes Payable
At December 31, 2002, Notes Payable consisted of the following:

Unameortized

Principal Discount

Noninterest-bearing note issued in connection with acquisition
of goodwill, due October 2003 (dxscount is based on imputed
interest rate of 10.25%) $300,000 $18,510

$300,000 $18,510

Wwiull,/ Vla
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Lincoln Investment Planning, Inc. and Subsidiaries
Notes to Consolidated Financial Statement
December 31, 2002

10. Commitments and Contingencies

1L,

12,

The Company conducts its opcrations in leased facilities under leases that expire at various dates. The
Company's headquarters is in Wyncote; Pennsylvania. Sales offices are maintained in several other
locations in Pennsylvania, New Jersey and other states.

Future minimum rental commitments under lease agreements in effect at December 31, 2002 are as
follows:

Lease
—  Obligations
2003 | $1,989,018
2004 . ) 1,194,624
2005 651,642
2006 ' 219,039
2007 and Thereafter 59,927
$4,115,150 -

The Company is contingently liable under various arrangements that guarantee debt of some of their
financial representatives aggregating approximately $§62,363 at December 31, 2002.

_Agreements with Carrying Brokers

The Company has entered into an agreement with a broker (the “carrying broker™) to execute certain
securities transactions on behalf of its customers. The Company fully discloses these arrangements to
its customers. The Company is subject to off-balance-sheet risk in that it is responsible for losses
incurred by the carrying broker that results from a customer’s failure to complete securities
transactions as provided for in the agreements. Management believes that no provision for losses is
required in the financial statements relating to these transactions.

Related P_arty Transactions

- 'The Company leases its headquarters under an operating lease with 218 Glenside Avenue Pa.rtnefship.

The Chairman and certain stockholders of the Company own the Partnership.

The Company rents computer equipment, other equipment and furniture and fixtures for its
headquarters and other offices from For Lease, Inc,, owned by ccrtain stockholdets.




R e e s

Lincoln Investment Planning, Inc. and Subsidiaries
Notes to Consclidated Financial Statement
December 31, 2002

13.

14,

15.

The Cornpany received administrative revenue from Lincoln Advisors of Texas, Inc. and Lincoln
Investment Planning Insurance Agency, Inc., corporations owned by the Company’s president and
stockholder, and 2 monthly fee associated with the processing cost of handling all accounting and
corinission activity of Linsure, Inc. (affiliated by cornmon ownership). -

Concentration of Credit Risk from Cash Deposits

The Company maintains cash balances in financial institutions located in Pennsylvania, Delaware,
and New York. In certain instances, the Company's cash balances exceeded the federally jnsured
limits of $100,000 per institution. '

Consolidated Subsidiaries
Intercompany asset and liability balances were eliminated in consolidation.

A subsidiary of the Company has issued a collateralized secured demand note and received
subordinated debt in the amount of $1,300,000. The subordinated liahility has been approved by the
NASD for inclusion in the Company’s net capital computations. There were no changes in these
balances during 2002.

Gain on Sale from Book of Business

During 2002, the Company sold a portion of a book of business. The portion of the business sold
represented approximately 30% of the book of business which was originally purchased in May 2000.
At the time of the original purchase, the Company recorded $1,336,459 of goodwill which had been
amortizing over five years, up until 2002, when the Company adopted FAS 142 (see Note 1). The
business was sold for $500,000 which reduced unamortized goodwill of approximately $258,828 and
recorded a gain of $241,172 from the sale.




