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Forward-L ooking Statements

This Quarterly Report contains forward-looking statements as that term is defined in the federd
securitieslaws. Theevents described in forward-1ooking Statements contained in this Quarterly Report may
not occur. Generdly these statements relate to business plans or dtrategies, projected or anticipated
benefits or other consequences of our plansor strategies, projected or anticipated benefitsfrom acquisitions
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,” "estimate," and
"continue," and their oppositesand Smilar expressonsareintended to identify forward-1ooking statements.
We caution you that these statements 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
influence the accuracy of the statements and the projections upon which the satements are based. Factors
which may affect our resultsinclude, but are not limited to, the following:

. our ahility to obtain the necessary leve of financing to expand our premium finance

operations
. increases in interest rates which would adversdy affect our premium finance margins
. the declinein the number of insurance companies offering insurance productsin our markets
. the volatility of insurance premium pricing
. government regulaion
. competition from larger, better financed and more established companies
. the possibility of tort reform and a resultant decrease in the demand for insurance
. the dependence on our executive management

. our ability to raise additiond capita which may be required.

Any oneor more of 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 reaults, performance and achievements could differ materialy from those expressed or implied in
these forward-looking statements.  We undertake no obligation to publically updeate or revise any
forward-looking statements, whether from new information, future events or otherwise.

Explanatory Note

Throughout this Quarterly Report, the wordsADCAP Group,( Awe,( Aour,§ and Ausi) refer to DCAP
Group, Inc. and the operations of DCAP Group, Inc. asawhole. References toADCAP Insurancef and
the ADCAP Companiesi in this Quarterly Report mean our wholly-owned subsidiary, Dedlers Choice
Automotive Planning, Inc., and affiliated companies, and the operations of our insurance-related
subsidiaries.



PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

DCAP GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEET

(UNAUDITED)

ASSETS

CURRENT ASSETS:
Cash and cash equivaents
Accounts receivable, net of alowance for doubtful
accounts of $58,190
Finance contracts receivable, net of deferred interest

of $1,226,706 and allowance for doubtful accounts

of $85,495
Prepaid expenses and other current assets
Deferred tax asset
Tota current assets

PROPERTY AND EQUIPMENT, net

OTHER ASSETS.
Gooadwill
Other intangibles, net
Deposits and other assets
Tota other assets

LIABILITIESAND STOCKHOLDERS EQUITY

CURRENT LIABILITIES.
Accounts payable and accrued expenses
Premiums payable
Current portion of long-term debt
Current portion of capital lease obligations
Revolving loan
Deferred revenue
Debentures payable
Tota current lighilities

LONG-TERM DEBT
CAPITAL LEASE OBLIGATIONS
DEFERRED REVENUE

MANDATORILY REDEEMABLE PREFERRED STOCK

STOCKHOLDERS EQUITY: :
Common Stock, $.01 par value; authorized
40,000,000 shares; issued 16,068,018

Preferred Stock, $.01 par value; authorized 1,000,000

shares,; 0 shares issued and outstanding
Capita in excess of par
Defiait

Treasury Stock, at cost, 3,714,616

See notes to condensed consolidated financid statements.
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September 30, 2003

$ 1,137,699

1,174,360

11,819,646
315,044
200,000

14,646,749

367,706

1,104,551
369,519
357,079

1,831,149

$16.845.604

$ 776,901
5,830,101
125,000
47,187
2,617,461
45,259
154,200
9,596,109

3,860,000
8,047
21,321
904,000

160,680

10,389,409
(7,165,307)
3,384,782

(928,655)
2,456,127

$16,845.604




DCAP GROUP INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTSOF INCOME

(UNAUDITED)

Nine months ended

Revenues,
Commissions and fees
Premium finance revenue
Totd revenues

Operating Expenses.
Sdling, generd and adminidrative
Depreciation and amortization
Tota operating expenses

Operding Income

Other (Expense) Income:
Interest income
Interest expense
Interest expense -
mandatorily redeemable preferred stock
Gain on sale of stores
Gain on sde of book of business

Income before income taxes
and minority interest
(Bendit) provison for income taxes

Income before minority interest
Minority interest

Income from continuing operations

Discontinued operations.
(Loss) income from discontinued operations

Net income

Net income per common share:
Badc:
Income from continuing operations
(Loss) income from discontinued operations
Net income
Diluted:
Income from continuing operations
(Loss) income from discontinued operations
Net income

Weighted average number of shares outstanding:

Basc
Diluted

See notes to condensed consolidated financid satements.

September 30,
2003 2002
$ 4,600,853 $ 1,276,675
1,074,406 855,668
5,675,259 2,132,343
4,675,907 1,690,345
165,189 95,803
4,841,096 1,786,148
834,163 346,195
7,597 1,822
(137,613) (44,193)
(18,833) -
89,700 -
88,962 -
29,813 (42,371)
863,976 303,824
(182,922) 8,283
1,046,898 295,541
- 1,936
1,046,898 293,605
(46,096) 49,438
$1.000802 $ 343.043
$ 008 $ 0.03
(0.00) 0.00
$ 008 $ 0.03
$ 007 $ 0.03
(0.00) 0.00
$ 007 $ 0.03
12,353,402 11,474,281
13,405,441 11,656,367




DCAP GROUP INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTSOF INCOME

(UNAUDITED)

Revenues;
Commissions and fees
Premium finance revenue
Totd revenues

Operating Expenses.
Sdling, generd and adminidrative
Depreciation and amortization
Tota operating expenses

Operding Income

Other (Expense) Income:
Interest income
Interest expense
Interest expense -
mandatorily redeemable preferred stock
Gain on sde of book of business

Income before income taxes and minority interest
(Benefit) provision for income taxes

Income from continuing operations

Discontinued operations:
Income from discontinued operaions

Net income

Net income per common share:
Basc:
Income from continuing operations
Income from discontinued operations
Net income
Diluted:
Income from continuing operations
Income from discontinued operations
Net income

Weighted average number of shares outstanding:
Basic
Diluted

See notes to condensed consolidated financid statements.

Three months ended
September 30,
2003 2002
$ 1585191 $ 577,440
377,134 428,572
1,962,325 1,006,012
1,732,745 702,057
90,271 36,063
1,823,016 738,120
139,309 267,892
2,794 624
(103,819) (15,293)
(11,0412) -
88,962 -
(23,104) (14,669)
116,205 253,223
(188,586) 7,860
304,791 245,363
- 10,381
$ 304,791 $ 255744
$ 002 $ 0.02
0.00 0.00
$ 002 $ 0.02
$ 002 $ 0.02
0.00 0.00
$ 002 $ 002
12,353,402 11,712,098
14,058,179 12,105,812




DCAP GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
(used in) provided by operating activities:
Depreciation and amortization
Provision for bad debts
Gain on sde of gores
Gain on sde of book of busness
Deferred income tax benefit
Minority interest
Changes in operating assets and ligbilities:
Decrease (increase) in assets.
Finance contracts receivable
Accounts receivable
Prepaid expenses and other current assets
Deposits and other assets
Increase (decrease) in liabilities:
Premiums payable
Accounts payable and accrued expenses
Deferred revenue

Net cash (used in) provided by operating activities

Cash flows from investing activities
Decrease in notes receivable - net
Acquistion costs on purchase of AIA stores
Proceeds from digposition of discontinued subsidiary
Proceeds on sale of DCAP stores
Proceeds on sale of book of business
Purchase of property and equipment
Acquigtion of Barry Scott Companies
Acquigtion of minority interest
Proceeds from sde of property and equipment
Net cash provided by (used in) investing activities

Cash flows from financing activities:
Principa payment of long-term debt and
capital lease obligations
Proceeds from long-term debt
Proceeds from revolving loan
Payments on revolving loan
Proceeds from private placement
Decrease in due to officer
Net cash provided by financing activities

Net increase in cash and cash equivalents
Cash and cash equivaents, beginning of period
Cash and cash equivaents, end of period

See notes to condensed consolidated financid statements.

Nine months ended

September 30,
2003 2002

$ 1,000,802 $ 343,043
165,189 107,416
42,098 8,819
(89,700) -
(88,962) -
(200,000) -
- 1,936
(11,819,646) -
(478,848) (67,351)
(222,475) 7,696
(82,745) (5,434)
5,830,101 -
91,107 (80,989)
(25,296) (23,131)
(5,878,375) 292,005
19,441 4,667
(39,039) -
500,000 -
141,383 -
112,925 -
(74,535) (10,023)
- (325,000)
- (40,000)

- 36,610
660,175 (333,746)
(368,965) (84,943)
3,500,000 -
3,387,479 -
(770,018) -
- 500,000

- (33,333)
5,748,496 381,724
530,296 339,983
607,403 220,774
$1.137699 $ 560,757



DCAP GROUP, INC. AND SUBSIDIARIES
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
NINE MONTHSENDED SEPTEMBER 30, 2003 AND 2002 (UNAUDITED)

The Condensed Consolidated Balance Sheet as of September 30, 2003, the Condensed

Consolidated Statements of Operations for the three and nine months ended September 30, 2003
and 2002 and the Condensed Consolidated Statements of Cash Flows for the nine months ended
September 30, 2003 and 2002 have been prepared by us without audit. In our opinion, the
accompanying unaudited condensed consolidated financial $atements contain dl adjustments
necessary to present fairly in al materia respectsour financial position asof September 30, 2003,
results of operationsfor the three and nine months ended September 30, 2003 and 2002 and cash
flows for the nine months ended September 30, 2003 and 2002. This report should be read in
conjunction with our Annua Report on Form 10-K SB for the year ended December 31, 2002.

The results of operations and cash flows for the nine months ended September 30, 2003 are not
necessaily 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 voting interest 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 dl 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.

Prior to July 14, 2003, premium financing fee revenue was earned based upon the origination of
premium finance contracts sold by agreement to third parties. The contract fee gave consderation
to an estimate asto the collectability of theloan amount. Periodicaly, actud resultswere compared
to estimates previoudy recorded, and adjusted accordingly.

On July 14, 2003, we changed our business model with repect to our premium finance operations
from sdlling finance contractsto third partiesto interndly financing those contracts. To accomplish
this, we obtained a credit facility and commenced recording interest and fee- based revenue over the
lifeof eachloan (generadly 10 or 11 months) and expenses of operating afinance company, such as
sarvicing, bad debts and interest expense. Thus, rather than recording a one-time fee per contract
(aswedid prior to July 14, 2003), we are now recording income and expense over thelife of each
contact, as well as receivables and payables rdating to the operations of a premium finance
company. We are usng theinterest method to recognize interest income over thelife of eachloan
in accordance with Statement of Financia Accounting Standard No. 91, “Accounting for
Nonrefundable Fees and Costs Associated with Originating or Acquiring Loansand Initial Direct
Costs of Leases.”



C. Website Devel opment 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 capitdized and depreciated over two years. A total of $40,500 and -0- in such costs was
incurred during the nine months ended September 30, 2003 and 2002, respectively.

d. Redlassfications

Certain reclassfications have been made to the consolidated financid statementsfor the ninemonths
ended September 30, 2002 to conform with the classfications used for the nine months ended
September 30, 2003.

Acqguistion of AIA Acquigtion Corp.

On May 28, 2003, we acquired, effective May 1, 2003, substantiadly al of the assets of AIA

Acquistion Corp. (“AlA”), an insurance brokerage firm with sx offices located in Eastern

Pennsylvaniafor a base purchase price of $904,000. The base purchase price was payable with
904 sharesof our SeriesA Preferred Stock. The Series A Preferred Stock carriesa5% dividend,
isconvertibleinto our Common Stock at aconversion price of $.50 per shareand isredeemableon
April 30, 2007 (or sooner under certain circumstances). Additional cash cong deration based upon
the EBITDA of the combined operations of AIA and our wholly-owned subsidiary, Barry Scott
Companies, Inc., during thefiveyear period ending April 30, 2008 may be payable. Theadditiona

consideration cannot exceed an aggregate of $335,000. The AIA insurance agencies derive
substantidly dl of their income from commissions and fees associated with the sde of automobile
insurance. The acquidtion dlows for the expansion of our geographical footprint outsde New
Y ork State and alows for us to capitalize on operational and adminidretive efficiencies.

On May 28, 2003, we entered into a two year employment contract with aformer employee of
AlA.

The goodwill amount recorded at May 1, 2003 is comprised of the following: (i) the excess of the
purchase price over thetangible net assetsand identified intangibles acquired; and (ii) the estimated
direct transaction costs associated with the acquisition.

Our condensed consolidated statements of operations include the revenues and expenses of AIA
from May 1, 2003.

The following pro forma results were devel oped assuming the acquisition of AlA had occurred on
January 1, 2002:

Nine months ended

September 30,
2003 2002
Revenues $6,088,303  $3,110,159
Income from
continuing operations 1,058,119 364,962
Income from continuing
operations per share 0.09 0.03



The above unaudited pro forma condensad financiad information is presented for illudrative
purposes only and isnot necessarily indicative of the condensed consolidated results of operations
that actualy would have been redized had we and AIA been a combined company during the

specified periods.
Business Segments:

We currently have two reportable business segments.  Insurance and Premium Finance. The
I nsurance segment sdllsretail auto, motorcycle, boat, life, business, and homeowner'sinsurance and
franchises. In addition, this segment offers tax preparation services and automobile club services
for roadsde emergencies. Insurance revenues are derived from activitieswithin the United States,
and dl long-lived assets are |l ocated within the United States. The Premium Finance segment offers
property and casudty policyholders loans to finance the policy premiums.

In December 2002, we disposed of our Hotel segment as part of a settlement agreement.
Accordingly, the segment information shown in the following table excludes the activity of this
segment for the nine months ended September 30, 2003 and 2002.

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

Nine Months Ended Premium
September 30, 2003 Insurance Finance Other(1) Totd
Revenues from externd

customers $4,600,853  $1,074,406 - $5,675,259
Interest income 1,223 - 6,374 7,597
Interest expense 63,795 92,651 - 156,446
Depreciation and

amortization 118,848 46,341 - 165,189
Segment profit (loss) 795,501 604,361 (352,964) 1,046,898
Segment assets 3,046,295 12,598,948 1,200,361 16,845,604

@ Column represents corporate-related items and, as it relates to segment profit (10ss),
income, expense and assets not alocated to reportable segments.

Nine Months Ended Premium
September 30, 2002 Insurance Finance Other(1) Totd
Revenues from externd
customers $1,276,675  $855,668 - $2,132,343

Interest income 1,534 - 288 1,822
Interest expense 44,193 - - 44,193
Depreciation and

amortization 95,803 - - 95,803
Segment (loss) profit (29,814) 669,741 (346,322) 293,605
Segment assets 2,000,784 250,464 366,029 2,617,277

@ Column represents corporate-related items and, as it relates to segment profit (10ss),
income, expense and assets not alocated to reportable segments.
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Stock Options

We have dlected the disclosure only provisionsof Statement of Financia Accounting Standard No.
123, * Accounting for Stock- Based Compensation” (“ SFAS 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 thefar value at the grant date for awardsin
the nine months ended September 30, 2003 and 2002 consistent with the provisonsof SFAS 123,
our net income and net income per share would have been adjusted as follows:

Nine Months Ended

September 30,

2003 2002
Net income, as reported $1,000,802 $343,043
Deduct: Tota stock-based employee
compensation expense determined under
fair vaue based method, net of related tax
effects 59,000 352,000
Pro forma net income (l0ss) $_941,802 $_(8,957)

Net income (l0ss) per share:

Basic -as reported $ 0.08 $ 003
Basic -pro forma $ 0.08 $_ (0.00)
Diluted- as reported $ 0.07 $_0.03
Diluted- pro forma $ 0.07 $_ (0.00)

Sde of Stores and Book of Business

During the nine months ended September 30, 2003, we sold two of our retail offices (part of our
Insurance segment) and the book of business relating to one store for cash consideration
aggregating approximately $254,000 and anotereceivable of approximately $97,000. Thesesales
resulted in a gain of gpproximately $178,000. The assats included accounts receivable d
approximately $97,000, goodwill with a carrying amount of $57,000, and fixed assets with a
carrying amount of gpproximately $10,000. In addition, concurrently with the sde of thetwo retail
stores, the purchasers entered into franchise agreements with us.

Income Taxes

Our tax benefit for the three and nine months ended September 30, 2003 reflects the anticipated
utilization of net operating loss carryforwards that had previoudy been fully reserved. We dso
reversed approximately 50% of the vauation alowance reaing to the net operating loss
carryforward not subject to Internal Revenue Code Section 382.

Credit Fadilities:

In duly, 2003, in connection with our premium finance operations, we obtained an $18,000,000
revolving line of credit from Manufacturers and Traders Trust Co. (“M&T”) thet is due in Jduly,

2005. Interest onthislineispayable at therate of prime plus 1.5%. Concurrently, we obtained a
$3,500,000 secured subordinated loan, that isrepayablein January, 2006 and carriesinteres at the
rate of 12-5/8% per annum. In connection with the $3,500,000 debt financing, weissued warrants
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for the purchase of 525,000 shares of our Common Stock at an exercise price of $1.25 per share.
The warrants expire on January 10, 2006. The fair vaue of the warrants has been capitalized as
loan origination costs, and is being charged to operations over the life of the loan.

The loan agreement with M& T required Barry Goldstein, our Chairman and CEO, to persondly

guaranty the repayment of $2,500,000 of the loans made by M&T. In consderation of this
guaranty, we agreed to pay to Mr. Goldstein $50,000 per annum while the guaranty isoutstanding.
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Item 2. MANAGEMENT'S DISCUSSION _AND ANALYSIS OR PLAN OF
OPERATION.

NINE MONTHS ENDED SEPTEMBER 30, 2003 AND 2002
Results of Operations

Our net income for the nine months ended September 30, 2003 was $1,000,802 as compared to
$343,043 for the nine months ended September 30, 2002.

During the nine months ended September 30, 2003, revenuesfrom our insurance-relaed operations
were $4,600,853 as compared to $1,276,675 for the nine months ended September 30, 2002. The
increase in revenues was generdly due to revenues from the Barry Scott Companies, Inc., which we
acquired on August 30, 2002, and AIA Acquisition Corp. whose assets we acquired effective May 1,
2003.

Premium finance revenuesincreased $218,738 during the nine months ended September 30, 2003
as compared to the nine months ended September 30, 2002 as indicated by the following table:

2003 2002
Revenue from sde of recavables $ 683,497 $855,668
Interest and late fee revenue 390,909 0
Totd $1.074,406 $855.668

Thisincreasewas primarily theresult of higher average premiums being financed during thefirg two
quartersof 2003. On July 14, 2003, we changed our business mode with respect to our premium finance
operations from sdling finance contracts to third parties to interndly financing those contracts. To
accomplish this, we obtained an $18,000,000 two- yeer line of credit from Manufacturersand Traders Trust
Company (“M&T") to finance our premium finance operations. Concurrently, we obtained $3,500,000in
funding from a private placement of subordinated debt and warrants © support our premium finance
operations. On July 14, 2003, we began utilizing these credit facilities and commenced recording interest
and fee-based revenue over the life of each loan (generdly 10 or 11 months) and expenses of operating a
finance comparny, such as servicing, bad debtsand interest expense. Thus, rather than recording aone-time
fee per contract (aswedid prior to July 14, 2003), we are now recording income and expense over thelife
of each contract. This resulted in areduction in premium finance revenue in the third quarter of 2003 as
compared to the third quarter of 2002 and the second quarter of 2003 and partialy offset the increases
from the initid two quarters of 2003. 1t will take gpproximately four months of operations under the new
method to redlize the same income as the previous method.

Our sling, genera and adminigtrative expenses for the nine months ended September 30, 2003
were $2,985,562 more than for the nine months ended September 30, 2002. Thisincrease was primaily
due to the expenses of the Barry Scott Companies acquired on August 30, 2002 and AIA Acquisition
Corp. whose assets were acquired effective May 1, 2003.

Our depreciation and amortization expense and our interest expense for the nine months ended
September 30, 2003 were $69,386 and $93,420 more, respectively, than for the nine months ended
September 30, 2002. The increases were primarily the result of our recording amortization of costs
associated with obtaining the financing discussed above as well as the interest expense incurred thereon.
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During the nine months ended September 30, 2003, we issued redeemable Preferred Stock in
connection with the acquisition of the assets of AIA Acquisition Corp. and incurred interest expense of
$18,833. No Preferred Stock was outstanding during the nine months ended September 30, 2002.

During the nine months ended September 30, 2003, we sold two of our stores and the book of
business relating to one store, resulting in a gain of $178,662. No such sales occured during the nine
months ended September 30, 2002.

Our tax benefit for the nine months ended September 30, 2003 was $182,922 as opposed to atax
provision of $8,283 for the nine months ended September 30, 2002. Thedifference representsthereversa
of gpproximatdy 50% of the vauation dlowance relating to certain net operating loss carryforwards
previoudy reserved.

Our insurance-rel ated operations, on astand-donebas's, generated anet profit of $795,501 during
the nine months ended September 30, 2003 as compared to a loss of $29,814 during the nine months
ended September 30, 2002. Our premium finance operations, on a stand-aone bas's, generated a net
profit of $604,361 during the nine months ended September 30, 2003 as compared to a net profit of
$669,741 during the nine months ended September 30, 2002. L osses from corporate-related items not
alocable to reportable segments were $352,964 during the nine months ended September 30, 2003 as
compared to $346,322 during the nine months ended September 30, 2002.

In January 2003, we discontinued the operations of the Internationa Airport Hotel in San Juan,
Puerto Rico. During the nine months ended September 30, 2003, this discontinued operation generated a
net loss of $46,096 as compared to a net profit of $49,438 during the nine months ended September 30,
2002.

Liquidity and Capital Resources

Asof September 30, 2003, we had $1,137,699 in cash and cash equiva ents and working capital
of $5,050,640. As of December 31, 2002, we had $607,403 in cash and cash equivaents and working
capital of $904,232.

During the nine months ended September 30, 2003, our cash and cash equivaents increased by
$530,296. Thiswas due to the following:

We received loan proceeds of $6,887,479, and made payments due on these obligations
and capitd lease payments aggregating $1,138,983, resulting in a net increase of
$5,748,496 from our financing activities.

We disposed of our Hotel segment for $500,000, aswell as certain other assets, resulting
in an increase in cash from investing activities of $660,175.

We used net cash of $5,878,375 in our operating activities. Thiswas primarily dueto an
increase in our finance contracts receivable of $11,819,646, offsat by an increase in

premiums payable of $5,830,101 and our net income for the period of $1,000,802.

Item3. CONTROLSAND PROCEDURES

Our Chief Executive Officer and Chief Financid Officer conducted an eva uation of the effectiveness
of our disclosure controls and procedures. Based onthisevauation, our Chief Executive Officer and Chief
Financia Officer concluded that our disclosure controlsand procedures were effective as of September 30,
2003 in derting him in atimedy manner to materia information reguired to beincluded in our SEC reports.
Inaddition, no changein our internd control over financid reporting occurred during thefiscal quarter ended
September 30, 2003 that has materidly affected, or is reasonably likely to materidly affect, our interna
control over financid reporting.
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PART I1. OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS
None
[tem 2. CHANGESIN SECURITIES AND USE OF PROCEEDS

On July 10, 2003, we borrowed an aggregate of $3,500,000 from lenders(collectively, the
“Lenders’) inaprivate offering of secured subordinated debt. 1n connection with the borrowing, weissued
warrants to the Lenders for the purchase of an aggregate of 525,000 shares of our Common Stock
(collectively, the“Warrants’). The Warrants are exercisable through January 10, 2006 at an exerciseprice
of $1.25 per share.

The above offering of Warrants was exempt from the registration requirements of the
Securities Act of 1933 pursuant to Section 4(2) thereof as a transaction not involving any public offering.
We reached this determination based on the following: (i) each of the Lenders represented that it was an
“accredited investor”; (ii) each represented that it acquired the Warrants for its own account; (iii) the
certificate representing the Warrants bears aredtrictivelegend permitting transfer only upon theregistration
of the Warrants or pursuant to an exemption from such registration requirements; and (iv) wedid not offer
or sl the Warrants by any form of generd solicitation or generd advertisng.

Item 3. DEFAULTSUPON SENIOR SECURITIES
None

Item 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS
None

[tem 5. OTHER INFORMATION
None

Item 6. EXHIBITSAND REPORTS ON FORM 8-K

(8  Exhibits

3(@) Certificate of Incorporation, as amended"
3(b) By-laws, as amended!

31 Rule 13a-14(a)/15d- 14(a) Certification asadopted pursuant to Section 302 of the
Sarbanes Oxley Act of 2002

32 Certification of the 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

Four Current Reports on Form 8-K werefiled by us during the quarter ended September
30, 2003 asfollows:

® Date of Report: Jduly 7, 2003
Items reported: 5and7
(it Date of Report: July 14, 2003
Items reported: 5and7
(i) Date of Report: May 28, 2003 (Amendment)
Item reported: 7
(iv) Date of Report: August 7, 2003
Items reported: 7 and 12
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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: November 12, 2003 By: /9 Barry Goldgtein
Bary Goldsein
President, Chairman of the Board,
Chief Executive Officer, Chief
Financid Officer and Treasurer
(Principa Executive, Financid and
Accounting Officer)

17



CERTIFICATION

|, Barry Goldgtein, certify thet:

1 | have reviewed this Form 10-QSB of DCAP Group, Inc.;

2. Based on my knowledge, thisreport doesnot contain any untrue tatement of amateria fact or omit
to state amaterid fact necessary to make the stlatements made, in light of the circumstances under which
such stlatements were made, not mideading with respect to the period covered by this report;

3. Based on my knowledge, the financid statements, and other financid information included in this
report, fairly present in al materia respects the financia condition, results of operations and cash flows of
the smdl business issuer as of, and for, the periods presented in this report;

4, The smal business issuer’s other certifying officers and | are responsible for establishing and
maintaining disclosure control sand procedures (as defined in Exchange Act Rules 13a-15(e) and 15d- 15-
(e)) for the smal business issuer and have:

a)

b)

Designed such disclosure controlsand procedures, or caused such disclosure controlsand
procedures to be designed under our supervison, to ensure that materia information
relating to the smd| businessissuer, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is
being prepared;

Evauaed the effectiveness of the smal business issuer’s disclosure controls and
procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report
based on such evauation; and

Disclosed in this report any change in the small business issuer’s internd control over
financid reporting that occurred during the small businessissuer’ smost recent fisca quarter
(the small business issuer’s fourth fiscal quarter in the case of an annud report) that has
materialy affected, or is reasonably likely to materidly affect, the smal busnessissuer’s
interna control over financid reporting; and

5. Thesmall businessissuer’ sother certifying officer(s) and | have disclosed, based on our most recent
evauation of internd control over financid reporting, to the smal businessissuer’ s auditors and the audit
committee of thesmall businessissuer’ sboard of directors (or persons performing the equivaent functions):

a)

All sgnificant deficiencies and material wesknesses in the design or operation of interna
control over financid reporting which are reasonably likely to adversdly affect the small
busnessissuer’ sability to record, process, summarize and report finandd informetion; and



b) Any fraud, whether or not materid, that involves management or other employees who
have asgnificant roleinthesmall busnessissuer’ sinterna control over financia reporting.

Date November 12, 2003

/9 Barry Goldgtein

Barry Goldgtein,

Chief Executive Officer and
Chigf Financid Officer




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 September 30, 2003 fully complies
with 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, in dl materid
respects, the financia condition and results of operations of the Company.

Dated: November 12, 2003 /9 Barry Goldstein
Bary Goldgtein
Chief Executive Officer and
Chief Financid Officer




