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1 A. REGISTRANT IDENTIFICATION
3 NAME OF BROKER-DEALER: ' OFFICIAL USE ONLY
f DFG Corporation
# FIRM U, NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do not use P.O. Box No )
3 360 East 88" Street, 2D R -
e . e ;_(No,yand Sireet)
- New York. - NewYork : = - 10128
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NAME ANDf:TEL..EPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Leonard Schwalb 212-426-1700

(Area Code - Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Ernst & Young LLP

{Name - of individual, state last, first, middle name)

5 Times Square New York - NY 10036

(Address) {City) {State) {Zip Code)

" CHECK ONE:
(9 Certified Public Accountant _ ,
O Public Accountant -
O Accountant not resident in United States or any of its possessions. PROCESSED
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relidd on-g5 the basis for the exemption. See section 240.17a-5(e)(2).

3SEC 1410 (06-02) Potential persons who are to respond to the collection of information contained
in this form are not required to respond unless the form displays



DATH OR AFFIRMATION

, __Leonard Schwalb , swear (or affirm} that, to the best of my knowledge
1nd belief the accompanying financial statements and supporting schedules pertaining to the firm of___DFG Corporation__
1s of _December 31, 2002 , are true and correct. | further swear (or affirm) that neither the company nor any partner,

yroprietor, principal oﬂ" cer or dlrector has any proprietary interest in any account ciassified soley as that of a customer,
ixcept as follows:

7SIgnature
Chief Financial Officer

Title
ﬁ\\/ M , REBECCA M. SPECKER

Notary Public State of New York
Notary Public No. 01SP5077633
Qualified in New York County

Commission Expires /!/f/ar’
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“his report™ contains (check all applicable boxes):

¥ (a) Facing page. :

X1(b) Statement of Financial Condmon

J (c) Statement of income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

{(f) Statement of Changes in Liabilities Subordinated to Claims or Creditors.

(g) Computation of Net Capital.

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

") Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A or Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

()  An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

(n) A report describing any material madequac&es found to exist or found to have existed since the date of the previous-audit.
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*For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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iIIERNST& YOUNG & Ernst & Young LLp & Phone: (212) 773-3000

5 Times Square WwWw.ey.com
New York, New York 10036-6530

Report of Independent Auditors

Board of Directors of
DFG Corporation

We have audited the accompanying statement of financial condition of DFG Corporation (the
“Company”) as of December 31, 2002. This statement of financial condition is the
responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

l We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the statement of financial condition is free of material

l 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 presentation of the statement of financial condition. We believe that our audit

provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of DFG Corporation at December 31, 2002, in
conformity with accounting principles generally accepted in the United States.

| éxvmt 1 LLP
March 26, 2003

A Member Practice of Ernst & Young Global



DFG Corporation

Statement of Financial Condition

- December 31, 2002

Assets
Cash
Receivable from broker
Investments owned:
Marketable, at market value
Not readily marketable, at fair value
Receivable from Parent
Other assets
Total assets

Liabilities and stockholder’s equity
Accounts payable and accrued expenses
Total liabilities

Stockholder’s equity:
Common stock $0.01 par value, 1,000 shares authorized,
1,000 shares issued and outstanding
Additional paid-in capital
Accumulated deficit
Total stockholder’s equity -
Total liabilities and stockholder’s equity

See accompanying notes.

$ 57,261
1,082,514

356,875
2,144,104
8,839,584

13,874

$ 12,494212

$ 96,214

96,214

10
26,909,272
(14,511,284)

12,397,998

§ 12494212
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DFG Corporation

Notes to Statement of Financial Condition

December 31, 2002

1. General Information and Significant Accounting Policies
Organization and Basis of Presentation

DFG Corporation (the “Company™) is registered as a broker and dealer with the Securities
and Exchange Commission and is a member of the National Association of Securities
Dealers, Inc. The Company is ultimately a wholly-owned subsidiary of Delphi Financial
Group (“Parent”).

Investment transactions and related revenues and expenses are recorded in the financial
statements on a trade date basis.

Valuation of Investments

Investments owned are stated at market or fair value with related changes in unrealized
appreciation or depreciation reflected in net trading gains. Market value is generally based on

" quoted prices or broker or dealer quotations. In the absence of readily discernible market

values, the Company carries its investments at their fair values. However, because of the
inherent uncertainty of valuation, the estimated fair values may differ from the values that
would have been used had a ready market for the securities existed, and the differences could
be material.

Fair Value of Financial Instruments

The fair value of the Company’s assets and liabilities which qualify as financial instruments
under Statement of Financial Accounting Standards No. 107, “Disclosure about Fair Value of
Financial Instruments,” approximates the carrying amounts presented in the statement of
financial condition.

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States involves the use of management estimates. Management
believes that these estimates utilized in preparing its financial statements are reasonable and
prudent, however, actual results could differ from these estimates.
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DFG Corporation

Notes to Statement of Financial Condition (continued)

2. Income Taxes

The Company is included in a consolidated U.S. Federal income tax return of its Parent.
Pursuant to a tax sharing agreement, the Company’s Federal income tax provision is
computed based on the Company filing its tax return on a separate company basis. State and
local taxes are computed on a separate company basis.

At December 31, 2002, the Company had federal taxes receivable (consisting of current and
deferred) of $8,839,584, which is recorded as receivable from the Parent in the statement of
financial condition.

3. Investments Owned

Investments owned, at market or fair value at December 31, 2002 are:

Investments
Owned
Common and preferred stock $ 356,875
Not readily marketable 2,144,104
$2,500,979

Not readily marketable securities are equity and corporate debt securities. All investments
owned are pledged to the clearing brokers on terms which permit those parties to sell or
pledge the securities to others subject to certain limitations.

4. Receivable from Broker
Security transactions of the Company are cleared by a major securities firm, which is

primarily based in the New York Metropolitan area. At December 31, 2002, the receivable
from broker and investments owned are positions with and amounts due from this broker.



DFG Corporation

Notes to Statement of Financial Condition (continued)

5. Net Capital Requirements

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule of the
Securities and Exchange Commission. The Company computes its net capital under the
aggregate indebtedness method, which requires that the Company maintain minimum net
capital equal to the greater of $100,000 or six and two-thirds percent of aggregate
indebtedness, as defined. The SEC requirements also provide that equity capital may not be
withdrawn or cash dividends paid if certain minimum net capital requirements are not met.
At December 31, 2002, the Company had excess net capital of $ 1,215,160 after giving effect
to a net capital requirement of $ 100,000.

6. Subsequent Events

Subsequent to December 31, 2002, the Company returned capital to the Parent in the amount
of $1,000,000.



