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OATH OR AFFIRMATION

- A, CONW.
I, PATRICK c AY " , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supportmg schedules pertaining to the firm of

FAIRPORT CAPITAL, INC. as

of MARCH 31 ,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:

P»—»Q-w/‘

Title

NN

NOM Public \) ' -

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

(2) Facing Page.

& (b) Statement of Financial Condition.

& (c) Statement of Income (Loss).

& (d) Statement of CRXFSRX AKX KKNKNKNERKINKHRKX CASH FLOWS.

@ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O () Statement of Changes in Liabilities Subordinated to Claims of Creditors.

& (g) Computation of Net Capital.

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

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

B () 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.

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

® (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

& (n) Areportdescribingany material inadequacies found toexist 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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ERNANDEZ, P.C.

Certified Public Accountants
L]

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of Fairport Capital, Inc.
830 Post Road East
Westport, Connecticut

We have audited the accompanying statement of financial condition of Fairport Capital, Inc.,
as of March 31, 2003, and the related statements of income, retained earnings, 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. 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 inctudes 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 Fairport Capital, Inc., at March 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 made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information contained in Schedules E through H 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-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.

ooe Sdraendec {0

HOPE & HERNANDEZ, P.C.
Bridgeport, Connecticut
May 20, 2003

2600 Main Street B Bridgeport, CT 06606-5305 ®(203) 334-8035 W (203) 366-5092 WFax (203) 330-0823




CURRENT ASSETS

Cash - Checking
Cash - Money Market

FAIRPORT CAPITAL, INC.

STATEMENT OF FINANCIAL CONDITION

MARCH 31, 2003

Non-2Allowable

Receivables from Brokers or

Dealersg, Other

TOTAL CURRENT ASSETS

OTHER ASSETS

Note Receivable - Stock

Subscription
Security Deposit

TOTAL ASSETS

- ASSETS

Allowable
$ 7,963 $ -
37,309 ---
13,769 5,810
59,041 5,810
~—- 9,900
~=- 993
S 59,041 $16,709

Exhibit "A"

Total

$ 7,963
37,309

19,579

64,851

9,900
998

S 75,750

See Notes to Financial Statements and Accountant’s Report.




Exhibit "A"

FAIRPORT CAPITAL, INC.
STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2003

LIABILITIES AND OWNERSHIP EQUITY

Al Non A.1l
Liabilities Liabilities Total

CURRENT LIABILITIES

Payable to Brokers or Dealers, Other S 21,381 S --- $ 21,381
Accounts Payable, Accrued

Liabilities, Expenses and Other 1,255 --- 1,255
TOTAL CURRENT LIABILITIES 22,636 --- 22,636
TOTAL LIABILITIES S 22,636 S --- S 22,636

OWNERSHIP EQUITY

Common Stock - Authorized 5,000
Shares No Par Value Issued
and Outstanding 2,000 Shares 43,950

Retained Earnings

— 9,164

TOTAL OWNERSHIP EQUITY

53,114

TOTAL LIABILITIES AND OWNERSHIP EQUITY $ 75,750

See Notes to Financial Statements and Accountant’s Report.




Other Revenue - Interest Income $ 1,314
- Reimbursement of Fees
and Other Income 9,115

TOTAL REVENUE

EXPENSES

Regulatory Fees and Expense $ 5,801

Other Expense:
Telephone 4,082
Professional Fees 11,068
Travel and Entertainment 25,125
Rent ExXpense ' 15,649
Other Expenses 18,360
Office Expense 7,198
State Income Taxes 1,206
Commissions Expense . 487,537

Medical Expenses 23,900

TOTAL EXPENSES

INCOME BEFORE FEDERAL INCOME TAX

Provision for Federal Income Tax

NET INCOME

See Notes to Financial Statements and Accountant’s Report.

Exhibit "B"
FAIRPORT CAPITAL, INC.
STATEMENT OF INCOME
FOR THE YEAR ENDED MARCH 31, 2003
REVENUES
Commissions -~ All Other Securities Commissions $589,73%
TOTAL SECURITIES COMMISSIONS 589,739

10,429

600,168

599,926
242
-0-

) 242
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Exhibit "C"
FAIRPORT CAPITAL, INC.
STATEMENT OF RETAINED EARNINGS
FOR THE YEAR ENDED MARCH 31, 2003
BALANCE, APRIL 1, 2002 $8,922
Income for the Year 242
BAIANCE, MARCH 31, 2003 $9,164

See Notes to Financial Statements and Accountant’s Report.



FAIRPORT CAPITAL, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2003

CASH FILOWS FROM OPERATING ACTIVITIES

Income
Adjustments to Reconcile Income to Net Cash Used
by Operating Activities:
Decrease in Receivables from Brokers,
Dealers, and Others
Decrease in Payable to Brokers, Dealers, and Others

NET CASH USED BY OPERATING ACTIVITIES

NET DECREASE IN CASH

CASH - APRIL 1, 2002

CASH - MARCH 31, 2003

Exhibit "D"

$ 242

29,689
( 59,404)

(29,473)

(1 29,473)

74,745

§ 45,272

See Notes to Financial Statements and Accountant’s Report.



FAIRPORT CAPITAL, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2003

NOTE 1 - INCORPORATION/NATURE OF OPERATIONS

Fairport Capital, Inc., was incorporated on March 6, 1984, in the State of Connecticut. The
Corporation has authorized common stock no par value of 5,000 shares.

Fairport Capital, Inc., is a registered broker/dealer with the U.S. Securities and Exchange
Commission and is a member of the National Association of Securities Dealers, Inc., and the
Securities Investor Protection Corporation. The Corporation is qualified to underwrite and sell
direct placement programs, mutual funds, and variable annuities. The Corporation does not
carry customer accounts, hold funds or securities of, or for, customers. The Corporation does
business and files tax returns in Connecticut, New Jersey, New York, Massachusetts, and
Florida. :

NOTE 2 - USE OF ESTIMATES IN THE PREPARATION OF FINANCIAL STATEMENTS

The preparation of 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 contingent 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 estimates.

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue Recognition

The Corporation uses the accrual method of accounting for financial statement presentation.
Under this method of accounting, income is recorded when earned and expenses are recorded
when incurred, irrespective of when cash is received or when cash is disbursed.

income Taxes

There are no material differences between the income shown on the financial statements and
the income reflected on the tax returns.

Medical Reimbursement Plan

On October 1, 1984, the Corporation adopted a medical reimbursement plan. This plan will
pay premiums on Health Insurance and Disability Insurance contracts, and any medical, dental,
and optical expenses which are not reimbursed by insurance policies of any officers of the
Corporation.



FAIRPORT CAPITAL, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2003

NOTE 4 - NOTE RECEIVABLE - STOCK SUBSCRIPTION

The Corporation issued two hundred shares of its common stock on April 1, 1988, in
exchange for a note receivable totaling $33,000. The note bears interest at the rate of five
percent per annum. The principal of the note is to be collected from amounts due to the
stockholder. The March 31, 2003 balance is $9,900. This note is secured by a pledge of
stock of Fairport Capital, Inc. The officers of Fairport Capital, Inc., elected to forgo the
interest income earned on this note for the year ended March 31, 2003.

NOTE 5 - RELATED PARTY TRANSACTIONS

The officers of Fairport Capital, Inc., are also salesmen for the Corporation. These officers
have elected to receive commissions or expense reimbursements in lieu of salaries. Included
in non-allowable receivables at March 31, 2003 is an officer loan in the amount of $4,280.

NOTE 6 - CASH FLOWS

The amount of cash paid for the year ended March 31, 2003, for the following items were:

Interest $ -
Income Taxes 1,206
$1,206

NOTE 7 - SIGNIFICANT SOURCES OF REVENUE

Approximately 72% of the entity’s commission income was generated by five sales
representatives, one of which is an officer. The majority of the entity’s commission income
is derived from the sales of private placements, annuities and mutual funds.

NOTE 8 - LEASING ARRANGEMENTS

The company teases office space under a five year operating lease which commenced March
1, 2002. The agreement calls for an annual base rent of $15,649 with an annual escalation
commencing March 1 of each subsequent year computed by the annual increase in the
consumer price index.

Net future minimum rental payments required under the operating lease is as follows:

Years Ending March 31,

2004 $15,649
2005 15,649
2006 15,649
2007 15,649

Rental expenses charged to operations for the year ended March 31, 2003 totalled $15,648.
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Schedule "E"

FAIRPORT CAPITAL, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
FOR THE YEAR ENDED MARCH 31, 2003

BALANCE, APRIL 1, 2002 $52,872
Income for the Year 242
BALANCE, MARCH 31, 2003 $53,114

See Accountant’s Report.




Schedule "F"
FAIRPORT CAPITAL, INC.
STATEMENT OF COMPUTATION OF NET WORTH
FOR THE YEAR ENDED MARCH 31, 2003
COMPUTATION OF NET CAPITAL
Total Ownership Equity $ 53,114
Deduct: Ownership Equity Not Allowable
for Net Capital ---
TOTAL OWNERSHIP EQUITY QUALIFIED FOR NET CAPITAL 53,114
Deductions and/or Charges Non-Allowable Assets ( 16,709)
NET CAPITAIL BEFORE HAIRCUTS ON SECURITIES POSITIONS 36,405
Haircuts on Securities (2% of cash - money market) ( 746}
NET CAPITAL ’ $ 35,659
COMPUTATION OF BASIC NET CAPITAIL REQUIREMENT
Minimum Net Capital Required (6-2/3%) of A.I. $ 1,510
Minimum Dollar Net Capital Requirement of Reporting
Broker or Dealer 5,000
Net Capital Reguirement 5,000
Excess Net Capital 30,659
Excess Net Capital at 1000% S 33,395
COMPUTATION OF AGGREGATE INDEBTEDNESS
Total A.1 Liabilities from Statement of
Financial Condition . S 22,636
TOTAL AGGREGATE INDEBTEDNESS S 22,636
Percentage of Aggregate Indebtedness to Net Capital 63.48%

See Accountant’s Report.




Schedule "G"
Page 1

FAIRPORT CAPITAL, INC.
RECONCILIATION OF AUDITED COMPUTATION OF NET CAPITAL
WITH BROKERS/DEALERS’ UNAUDITED COMPUTATION OF NET CAPITAL
FOR THE YEAR ENDED MARCH 31, 2003

Audited Unaudited Differences
COMPUTATION OF NET CAPITAL
Total Ownership Equity S 53,114 $ 53,114 S ---
Deduct: Ownership Equity
Not Allowable for Net
Capital ‘ --= - - - ---
TOTAL OWNERSHIP EQUITY QUALIFIED
FOR NET CAPITAL 53,114 53,114 -—-
Deductions and/or Charges
Non-Allowable Agsets ( 16,709} (16,170} ( 539) (1)
Net Capital Before Haircuts
on Securities Positions 36,405 36,944 ( 539)
Haircuts on Securities ( 746) ( 746} -—-
NET CAPITAL $ 35,659 $ 36,198 ${ 539)

COMPUTATION OF BASIC NET CAPITAL
REQUIREMENT

Minimum Net Capital Reguired

(6-2/3%) of A.I. $ 1,510 $ 1,148
Minimum Dollar Net Capital

Requirement of Reporting Broker

or Dealer 5,000 5,000
Net Capital Reguirement 5,000 5,000
Excess Net Capital 30,659 31,198
Excess Net Capital at 1000% $ 33,395 S 34,473

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total A.1 Liabilities from Statement
of Financial Condition S 22,636 S 17,249

TOTAL AGGREGATE INDEBTEDNESS

Percentage of Aggregate Indebtedness
to Net Capital 63.48%

N
85}
o\

See Accountant’s Report.




Schedule "G"
Page 2

FAIRPORT CAPITAL, INC.
RECONCILIATION OF AUDITED COMPUTATION OF NET CAPITAL
WITH BROKERS/DEALERS’ UNAUDITED COMPUTATION OF NET CAPITAL
FOR THE YEAR ENDED MARCH 31, 2003

(1) An additional $5,387 in commissions receivable requiring accrual was identified
by the entity subsequent to its April 10, 2003 focus report filing. As such,
$5,387 x 10% = $539 in additional non-allowable assets.

See Accountant’s Report.




RNANDEZ, P.C.

Centified Public Accountants
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Schedule "H"

FAIRPORT CAPITAL, INC.
INDEPENDENT AUDITOR’S REPORT
ON INTERNAL ACCOUNTING CONTROL
FOR THE YEAR ENDED MARCH 31, 2003

To the Board of Directors of Fairport Capital, Inc.
830 Post Road East
Westport, CT 06880

In planning and performing our audit of the financial statements and supplemental
schedules of Fairport Capital, Inc., for the year ended March 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 and Exchange Commission
(SEC), we have made a study of the practices and procedures followed by Fairport
Capital Inc., 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 (or aggregate debits) 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.

2600 Main Street  ®Bridgeport, CT 06606-5305 ®(203) 334-8035 ®(203) 366-5092 ®Fax (203) 330-0823




Schedule "H"
Page 2
FAIRPORT CAPITAL, INC.
INDEPENDENT AUDITOR’S REPORT
ON INTERNAL ACCOUNTING CONTROL
FOR THE YEAR ENDED MARCH 31, 2003

Continued...

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 judgements 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 safequarded 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.

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. Our 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 March 31, 2003, to meet the SEC’s objectives.




Schedule "H"
Page 3
FAIRPORT CAPITAL, INC.
INDEPENDENT AUDITOR’S REPORT
ON INTERNAL ACCOUNTING CONTROL
FOR THE YEAR ENDED MARCH 31, 2003

Continued...

This report is intended solely for the information and use of the Board of Directors,
management, the SEC 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.
, C
. ". Ve Vg c

HOPE & HERNANDEZ, P.C.
Bridgeport, Connecticut
May 20, 2003




