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Forward-L ooking Statements

This Quarterly Report contains forward-looking statements as that term is defined in the federd
securitieslaws. The events described in forward-1ooking Statements contained in this Quarterly Report may
not occur. Generadly these statements relate to business plans or Strategies, projected or anticipated
benefits or other consequences of our plansor strategies, projected or anticipated benefitsfrom acquigtions
to be made by us, or projectionsinvolving anticipated revenues, earnings or other aspects of our operating
results. Thewords"may,” "will," "expect,” "bdieve" "anticipate” "project,” "plan,” "intend,” "edimate," and
"continue," and their oppositesand Smilar expressonsare intended to identify forward-1ooking statements.
We caution you that these stlatements are not guarantees of future performance or eventsand are subject to
a number of uncertainties, risks and other influences, many of which are beyond our control, that may
influencethe accuracy of the statements and the projections upon which the stlatements are based. Factors
which may affect our resultsinclude, but are not limited to, the following:

. our ability to obtain the necessary leve of financing to maintain and grow our premium
finance operation

. the declinein the number of insurance companies offering insurance productsin our markets
. the volatility of insurance premium pricing

. government regulation

. compsetition from larger, better financed and more established companies

. the possibility of tort reform and aresultant decrease in the demand for insurance

. the dependence on our executive management

. our ability to raise additiona capital which may be required.

Any oneor moreof these uncertainties, risksand other influences could materialy affect our results
of operations and whether forward-looking statements made by us ultimately prove to be accurate. Our
actud results, performance and achievements could differ materidly from those expressed or implied in
these forward-looking statements.  We undertake no obligation to publically updeate or revise any
forward-1ooking statements, whether from new information, future events or otherwise.

Explanatory Note

Throughout this Quarterly Report, the wordsADCAP Group,d Awe, @ Aour,@ andAusi refer toDCAP
Group, Inc. and the operations of DCAP Group, Inc. asawhole. Referencesto ADCAP Insurancefl and
the ADCAP Companiesi in this Annud Report mean our wholly-owned subsidiary, Deders Choice
Automotive Planning, Inc., and affiliated companies, and the operations of our insurance-related
subsidiaries.



FPARI 1. FINANCIAL INFORMAITION

Item 1. FINANCIAL STATEMENTS

DCAP GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEET

(UNAUDITED)

ASSETS

CURRENT ASSETS:
Cash and cash equivdents
Acoounts receivable, net of alowance for doubtful
accounts of $43,000
Notes recelvable
Prepaid expenses and other current assets
Totd current assets

PROPERTY AND EQUIPMENT, net

OTHER ASSETS:
Goodwill
Other intangibles, net
Deposits and other assets
Note receivable

Totd other assets

LIABILITIESAND STOCKHOLDERS EQUITY

CURRENT LIABILITIES:
Accounts payable and accrued expenses
Current portion of long-term debt
Current portion of capitd lease obligations
Deferred revenue
Debentures payable

Totd current lighilities

LONG-TERM DEBT
CAPITAL LEASE OBLIGATIONS
DEFERRED REVENUE

STOCKHOLDERS EQUITY:
Common Stock, $.01 par vaue; authorized
25,000,000 shares; issued 16,068,018 shares
Preferred Stock, $.01 par value; authorized 1,000,000
shares,; 0 shares issued and outstanding
Capita in excess of par
Defidit

Treasury Stock, at cost, 3,714,616

See notes to condensed consolidated financid statements.
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March 31, 2003

$1,206,394

763,475
94,571
146,312
2,170,752

212,128

569,382
268,513

26,929

55,309

920,133

$3,303.013

$ 576,859

13,986

47,847

66,417

154,200
859,309

_ 691,662
31,013
24,501

160,680

10,242,409
(7,777,996)
2,625,093

(928,655)
1,696,438

$3.303.013




DCAP GROUP INC. AND SUBSIDIARIES
CONDENSED CONSOL IDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

Three months ended
March 31,
2003 2002
Revenues:
Commissions and fees $ 1,461,415 $ 363,364
Premium finance revenue 347,477 170,826
Totd revenues 1,808,892 534,190
Operating Expenses.
Sling, generd and adminidrative 1,407,299 487,049
Depreciation and amortization 36,317 30,279
Tota operating expenses 1,443,616 517,328
Operating Income: 365,276 16,862
Other (Expense) Income:
Interest income 1,348 608
Interest expense (17,260) (16,670)
Gain on sde of sores 89,700 -
73,788 (16,062)
Income before income taxes
and minority interest 439,064 800
Provision for income taxes 4,855 675
Income before minority interest 434,209 125
Minority interest - (1,817)
Income from continuing operations 434,209 1,942
Discontinued operations.
(Loss) income from discontinued operations (46,096) 26,388
Net income $ 388113 $ 28330
Net income per common share:
Basic and diluted:
Income from continuing operations $ 003 $ 0.00
(Loss) income from discontinued operations (0.00) 0.00
Net income $ 003 $ 0.00
Weighted average number of shares outstanding:
Basic 12,353,402 11,353,402
Diluted 12,923,929 11,353,402

See notes to condensed consolidated financia statements.



DCAP GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOL IDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Three months ended
March 31,
2003 2002
Cash flows from operating activities:
Net income $ 388113 $ 28,330
Adjustments to reconcile net income to net
cash (used in) provided by operating activities:
Depreciation and amortization 36,317 34,138
Provision for bad debts 5,886 867
Gain on sde of stores (89,700) -
Minority interest - (1,817)
Changesin operating assets and liabilities:
Decrease (increase) in ass&ts:
Accounts receivable (186,155) 41,382
Prepaid expenses and other current assets 30,923 11,710
Deposits and other assets (3,979) -
Decreasein ligbilities
Accounts payable and accrued expenses (197,020) (69,923)
Deferred revenue (868) (22,294)

Net cash (used in) provided by operating activities _ (16,483) 22,393

Cash flows from invedting activities

Decrease (increase) in notes and other receivables - net 21,649 (495)

Proceeds from disposition of discontinued subsidiary 500,000 -

Proceeds from sale of DCAP stores 141,383 -

Purchase of property and equipment (10,952) (9,332
Net cash provided by (used in) investing activities 652,080 (9,827)

Cash flows from financing activities
Principa payment of long-term debt and
capita lease obligations (36,606) (26,555)

Increase in due to officer 33,333

Net cash (used in) provided by financing activities (36,606) 6,778
Net increase in cash and

cash equivaents 598,991 19,344
Cash and cash equivdents,

beginning of period 607,403 220,774
Cash and cash equivdents,

end of period $1206394 $ 240,118

See notes to condensed consolidated financid statements.



DCAP GROUP, INC. AND SUBSIDIARIES
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE MONTHS ENDED MARCH 31, 2003 AND 2002 (UNAUDITED)

The Condensed Consolidated Balance Sheet as of March 31, 2003, the Condensed Consolidated
Statements of Operations for the three months ended March 31, 2003 and 2002 and the
Condensed Consolidated Statements of Cash Fowsfor the three months ended March 31, 2003
and 2002 have been prepared by us without audit. 1n our opinion, the accompanying unaudited
condensed consolidated financid statementscontain dl adjustments necessary to present fairly indl
materia respects our financial position as of March 31, 2003, results of operations for the three
months ended March 31, 2003 and 2002 and cash flows for the three months ended March 31,
2003 and 2002. This report should be read in conjunction with our Annua Report on Form
10-KSB for the year ended December 31, 2002.

The results of operations and cash flows for the three months ended March 31, 2003 are not
necessarily indicative of the results to be expected for the full year.

Summary of Significant Accounting Policies

a Principles of consolidation

The accompanying consolidated financid statements include the accounts of al subsidiaries and
joint ventures in which we have a mgority vating interes or voting control.  All sgnificant
intercompany accounts and transactions have been diminated.

b. Revenue recognition

We recognize commission revenue from insurance policies at the beginning of the contract period
(except for those commissions payable annudly, which we recognize on a ratable basis) and on
automobile club dues equaly over the contract period. Franchise fee revenueisrecognized when
subgtantidly al of our contractud requirements under the franchise agreement are completed.
Refunds of commissions on the cancellation of insurance policies are reflected at the time of
cancdllation.

Premium financing fee revenue is earned based upon the origination of premium finance contracts
sold by agreement to third parties. The contract fee gives consideration to an estimate as to the
collectability of theloan amount. Periodicaly, actua results are compared to estimates previoudy
recorded, and adjusted accordingly.

C. Website Development Costs

Technology and content costs are generdly expensed asincurred, except for certain costsrelating
to the development of internal- use software, including those relating to operating our website, that
are capitalized and depreciated over two years. Atota of $9,800 and -0- in such costs was
incurred during the three months ended March 31, 2003 and 2002, respectively.

d. Redassfications

Certain reclasdfications have been made to the consolidated financid statements for the three
monthsended March 31, 2002 to conform with the classifications used for the three months ended
March 31, 2003.



Business Segments.

We currently have two reportable business segments.  Insurance and Premium Finance. The
Insurance segment sdlIsretail auto, motorcycle, bodt, life, business, and homeowner'sinsuranceand
franchises. In addition, this segment offers tax preparation services and automobile club services
for roadside emergencies. Insurance revenues are derived from activitieswithin the United States,
and dl long-lived assets arelocated within the United States. The Premium Finance segment offers
property and casudty policyholdersloansto finance the policy premiums. Suchloansaresoldtoa
third party upon origination.

In December 2002, we disposed of our Hotel segment as part of a settlement agreement.
Accordingly, the ssgment information shown in the following table excludes the activity of this
segment for the three months ended March 31, 2003 and 2002.

Summarized financid information concerning our reportable segments is shown in the following
tables:

Period Ended Premium
March 31, 2003 |nsurance Finance Other(1) Totd
Revenues from externd

customers $1,461,415 $347477 $ - $1,808,892
Interest income 841 - 507 1,348
Interest expense 17,260 - - 17,260
Depreciation and

amortization 35,927 390 - 36,317
Segment profit (10ss) 362,421 267,075 (195,287) 434,209
Segment assets 2,161,844 194,864 1,006,305 3,303,013

@ Column represents corporate-related items and, as it relates to segment profit (loss),
income, expense and assets not alocated to reportable segments.

Period Ended Premium
March 31, 2002 Insurance Finance Other(1) Totd
Revenues from externd

customers $363,364 $170,826 - $ 534,190
Interest income - - 608 608
Interest expense 16,670 - - 16,670
Depreciation and

amortization 30,279 - - 30,279
Segment profit (10ss) (19,466) 123,225 (101,817) 1,942
Segment assets 782,203 69,899 320,934 1,173,036

(1) Column represents corporate-related items and, asit relates to segment profit (loss), income,
expense and assets not alocated to reportable segments.

Stock Options



We have dlected the disclosure only provisonsof Statement of Financia Accounting Standard No.
123, * Accounting for Stock- Based Compensation” (*FASB 123") in accounting for our employee
stock options. Accordingly, no compensation expense has been recognized. Had we recorded
compensation expense for the stock options based on thefair vaue at the grant date for awardsin
the three months ended March 31, 2003 and 2002 consistent with the provisions of SFAS 123,
our net income and net income per share would have been adjusted as follows:

Three Months Ended
March 31,
2003 2002
Net income, as reported $388,113 $28,330
Deduct: Tota stock-based employee
compensation expense determined under
fair value based method, net of related tax
effects (15,000) (24,000)
Pro forma net income $373.113 $_4,330
Net income per share:
Basic and Diluted-as reported $ 0.03 $_0.00
Basic and Diluted-pro forma $ 0.03 $_0.00

Sde of Stores

During the three months ended March 31, 2003, we sold two of our retail offices (part of our
Insurance segment) for cash congderation aggregeating $141,383 and a note receivable of
approximately $97,000. The sde of the two offices resulted in again of $89,700. The assets of
these stores included accounts receivable of approximately $85,000, goodwill with a carrying
amount of $50,000, and fixed assets with a carrying amount of gpproximately $10,000. In
addition, concurrently with the sale, the purchasers entered into franchise agreements with us.

Income Taxes
Our tax provision for the three months ended March 31, 2003 reflects the anticipated utilization of

net operating loss carryforwardsthat had previoudy been fully reserved. Asaresult werecognized
atax benefit during the three months ended March 31, 2003.



Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF
OPERATION.

THREE MONTHSENDED MARCH 31, 2003 AND 2002
Results of Operations

Our income from continuing operationsfor the three months ended March 31, 2003 was $434,209
as compared to $1,942 for the three months ended March 31, 2002.

During the three months ended March 31, 2003, revenues from our insurance related operations
were $1,461,415 as compared to $363,364 for the three monthsended March 31, 2002. Theincreasein
revenues was generaly due to revenues from the Barry Scott operation, which we acquired on August 30,
2002.

Premium finance revenuesincreased $176,651 during the three months ended March 31, 2003 as
compared to the three months ended March 31, 2002. This increase was the result of higher average
premiums being financed and an expangon of our premium finance marketing efforts to nonDCAP
insurance agencies. In March 2003, we were informed that the premium finance agency that currently
purchases our premium finance receivableswould no longer do so after July 30, 2003. We are seeking an
dternative financing arrangement. On April 22, 2003, we tendered a good faith deposit to acommercia
bank based on a non-binding letter of intent from such bank providing for the establishment of arevolving
lineof credit. There can be no assurance that acommitment letter will be received from such bank. Failure
to receive such commitment will require the bank to refund a mgority of the good faith deposit.

Our sdling general and adminigtrative expensesfor the three months ended March 31, 2003 were
$920,250 more than for the three months ended March 31, 2002. Thisincrease was primarily dueto the
expenses of the Barry Scott operation which was acquired on August 30, 2002.

During the three months ended March 31, 2003, we sold two of our stores, resulting in again of
$89,700. No such sales occurred during the three months ended March 31, 2002.

Our insurance-related operations on astand-aone bas's, generated anet profit of $362,421 during
the three months ended March 31, 2003 as compared to aloss of $19,466 during the three months ended
March 31, 2002. Our premium finance operaions, on a stand-aone basis, generated a net profit of
$267,075 during the three months ended March 31, 2003, as compared to anet profit of $123,225 during
the three months ended March 31, 2002. Lossesfrom corporate-related itemsnot alocableto reportable
segmentswere $195,287 during the three months ended March 31, 2003 as compared to $101,817 during
the three months ended March 31, 2002.

In January 2003, we ceased operation of the International Airport Hotel in San Juan, Puerto Rico.
Assuch, the operating results of the hotel are being presented as discontinued operations. During thethree
months ended March 31, 2003, this discontinued operation generated a net | oss of $46,096 as compared
to anet profit of $26,388 during the three months ended March 31, 2002.

Liquidity and Capital Resources

Asof March 31, 2003, we had $1,206,394 in cash and cash equivaents and working capital of
$1,311,443. As of December 31, 2002, we had $607,403 in cash and cash equivaents and working
capital of $904,232.

Cash and cash equivaentsincreased between December 31, 2002 and March 31, 2003 primarily

10



dueto net cash of $652,080 from investing activitiesfor the three months ended March 31, 2003 based on
proceeds of $500,000 from the disposition of our Hotel segment and $141,383 from the sale of stores,
offset by (i) net cash of $16,483 used in operating activities based primarily on our netincome of $388,113,
offset by anet increasein current assets of $159,211, adecreasein current liabilities of $197,888, and the
gain on the sdle of stores of $89,700, and (i) net cash of $36,606 used in financing activities for principa

payments of long-term debt and capitd lease obligations.

We have no current commitments for capita expenditures.

Item 3. CONTROLSAND PROCEDURES

Within 90 days prior to thefiling date of thisreport, our Chief Executive Officer and Chief Financid
Officer conducted an evaluation of the effectiveness of our disclosure controls and procedures. Based on
this evauation, our Chief Executive Officer and Chief Financid Officer concluded that our disclosure
controlsand procedures are effectivein derting himin atimely manner to materia information required to be
included in our SEC reports. Inaddition, our Chief Executive Officer and Chief Financid Officer reviewed
our interna controls, and there have been no significant changesin our interna controls or in other factors
that could significantly affect those controls subsequent to the date of our last evaluation.

11



PART I1. OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS

In January, 2003, our subsidiary, Aard-Vark Agency, Ltd., commenced an action in the
Supreme Court of the State of New Y ork, Queens County, againgt Barnett Prager, Anita Prager and All
About Security, Inc. for breach of employment agreement and misgppropriation of trade secrets and
confidentid information, among other dlams. In May 2003, the defendants asserted counterclaims seeking
$2,000,000 in compensatory damages, plus punitive damages, based upon the October 1998 sale by the
defendants of the stock of Aard-Vark to Barry Scott Acquisition Corp. (which we acquired in August
2002). We bdieve that the counterclaims are wholly meritless in that, anong other defenses, they are
brought againgt the improper party and are barred by previous judiciad decisons on the matter. In any
event, pursuant to our August 2002 acquisition agreement with regard to Barry Scott, Progressive Agency
Holdings Corp., the sdller of Barry Scott to us, has agreed to defend and indemnify us with regard to this
meatter.

Item 2. CHANGESIN SECURITIESAND USE OF PROCEEDS
None

Item 3. DEFAULTSUPON SENIOR SECURITIES
None

[tem 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS
None

Item 5. OTHER INFORMATION
None

Item 6. EXHIBITSAND REPORTSON FORM 8-K

(8  Exhibits

3(a) Certificate of Incorporation, as amended®
3(b) By-laws, as amended"

99 Certificate of Chief Executive Officer and Chief Financia Officer Pursuant to 18
U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

! Denotes document filed as an exhibit to our Quarterly Report on Form 10-QSB for the period ended
September 30, 2002 and incorporated herein by reference.
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(b) Reports on Form 8-K

Two Current Reports on Form 8-K werefiled by us during the quarter ended March 31,
2003 asfollows:

® Date of Report: January 29, 2003
Item reported: 2

(it Date of Report:March 14, 2003
Item reported: 5

13



SIGNATURES

In accordance with the requirements of the Exchange Act, the registrant caused this report to be
sgned on its behdf by the undersigned, thereunto duly authorized.

DCAP GROUP, INC.

Dated: May __, 2003 By:

Bary Goldsein

President, Chairman of the Board,
Chief Executive Officer, Chief
Financid Officer and Treasurer
(Principa Executive, Financid and
Accounting Officer)
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Certification

|, Barry Goldstein, Chief Executive Officer and Chief Financia Officer of DCAP Group, Inc.,
certify that:

1 | have reviewed this quarterly report on Form 10-QSB of DCAP Group, Inc,;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of ameateria
fact or omit to Sate a materid fact necessary to make the statements made, in light of the circumstances
under which such statements were made, not mideading with repect to the period covered by thisquarterly
report;

3. Based on my knowledge, the financid statements, and other financid information included in this
quarterly report, fairly present in al materid respectsthefinancia condition, results of operationsand cash
flows of the registrant as of, and for, the periods presented in this quarterly report;

4, The registrant’s other certifying officers and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the
regisrant and have:

a) designed such disclosure controls and proceduresto ensurethat materid informeation relating
to theregigtrant, including its consolidated subsdiaries, is made known to us by otherswithin those entities,
particularly during the period in which this quarterly report is being prepared,

b) evauated the effectiveness of the registrant's disclosure controls and procedures as of a
date within 90 days prior to the filing date of this quarterly report (the “ Evauation Date’); and

) presented in this quarterly report our conclusions about the effectiveness of the disclosure
controls and procedures based on our evauation as of the Evauation Date;

5. Theregigrant's other certifying officersand | have disclosed, based on our most recent eva uation,
to theregistirant'sauditorsand the audit committee of registrant'sboard of directors (or persons performing
the equivaent functions):

a) al dgnificant deficiencies in the design or operation of internd controls which could
adversdy affect the regigtrant's ability to record, process, summarize and report financid data and have
identified for the registrant's auditors any material weaknessesin internd controls; and

b) any fraud, whether or not materid, that involves management or other employeeswho have
aggnificant role in the regisrant'sinternd controls; and
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6. Theregigrant's other certifying officersand | have indicated in this quarterly report whether or not
there were sgnificant changes in interna controls or in other factors thet could sgnificantly affect interna
controls subsequent to the date of our most recent evaluation, including any corrective actionswith regard to
ggnificant deficiencies and material weaknesses.

Date: May _, 2003

Bary Goldgtein
Chief Executive Officer and
Chief Financid Officer
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Exhibit 99
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CERTIFICATION OF CHIEF EXECUTIVE OFFICER
AND CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,

ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned hereby certifies, pursuant to, and as required by, 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report of DCAP
Group, Inc. (the “Company”) on Form 10-QSB for the period ended March 31, 2003 fully complieswith
the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and that
information contained in such Quarterly Report on Form 10-QSB fairly presents, inal materia respects, the
financia condition and results of operations of the Company.

Dated: May __, 2003

Bary Goldgtein
Chief Executive Officer and
Chief Financid Officer



