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OATH OR AFFIRMATION

We, Barry Small and ' our
b @ Robert A. Cervoni ... swear (or affirm) that, to the best of my )
_ knowledge and belief the accompanying financial statement and supporting schedules pertaining
to the firm of Weeden & Co., L.P. ,as of December 31 2001,

are true and correct. - | further swear (or affirm) that neither the company nor any partner,
proprietor, principal officer or director has any proprietary interest in any sccount classified
solely as that of a customer, except as follows:

The financial statements and operational reports have

been or will be made available to all members of the:

(e

Signature

organization.

Chief Financial Officenrn
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P
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Notary Public Chief Executive Officer
Title

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

(a) Facing page

(b} Statement of Financial Condition

{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 of Creditors.

{g) Computation of Net Capital

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

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

{i} 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 of Rule 15¢3-3.

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

{l) An Oath or Affirmation

{m) A copy of the StPC Supplemental Report

(n) A report describing any material inadequacies 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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February 1, 2002
INDEPENDENT AUDITORS’ REPORT

The Partners
Weeden & Co., L.P.
Greenwich, Connecticut

We have audited the accompanying statement of financial condition of Weeden & Co., L.P. (the
"Company") as of December 31, 2001. 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 generally accepted auditing standards. 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 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 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 Weeden & Co., L.P. as of December 31, 2001 in
conformity with generally accepted accounting principles.
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WEEDEN & CO., L.P.
Statement of Financial Condition
December 31, 2001

ASSETS

Cash and cash equivalents

Receivable from brokers-dealers and clearing ‘organizations
Securities owned - at market value

Investments

Furniture and equipment - at cost, less accumulated depreciation
of $ 3,366,160

Goodwill, net of accumulated amortization of $ 775,403

Other assets

LIABILITIES AND PARTNERS’ CAPITAL
Securities sold, not yet purchased - at market value
Accrued expenses and other liabilities
Total liabilities

Partners’ capital

The accompanying notes are an integral part of the financial statements.

2.

S 5.318,617
46,599.073
7,841,611

- 174,600

2,515,986
1,440,032
743.407

_— =

$ 64.633.326

$ 12,789.852
20.409.916
$ 33,199,768

31.433.558

$ 64.633.626




WEEDEN & CO., L.P.
Notes to Statement of Financial Condition
December 31, 2001

NOTE A - ORGANIZATION AND NATURE OF BUSINESS-

Weeden & Co., L.P. (the "Company"), a Delaware limited partnership, is a broker = dealer
registered with the Securities and Exchange Commission (SEC) and-is a member of various
exchanges and the National Association of Securities Dealers (NASD). Weeden Securities
Corp. has a 1% general partner interest in, and manages and controls the business and
affairs of the Company. Weeden Investors, L.P. (the "Parent") is a 99% limited partner in
the Company, except for the Leuthold Division. The profits and losses of the Leuthold
Division of the Company, which is engaged in the business of producing, marketing and
distributing research products accrue 99% to the Class A limited partners (the Parent and
Steven Leuthold) and 1% to the general partner.

The Company is a market maker in certain securities in the over-the-counter market. The
Company also engages in proprietary trading activities in listed equities in both domestic and
international markets.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Security Transactions

Transactions in securities and the related revenues and expenses are recorded on a trade-
date basis. The Company earns commission as an introducing broker for the
transactions of its customers, which are normally settled on a delivery-against-payment
basis. The Company makes a market in approximately 420 NASDAQ securities. The
clearing operations for the Company’s customer accounts and proprietary transactions
are performed by its clearing broker pursuant to a clearance agreement. The Company
also receives commission income from certain customers in exchange for payment of
these customers’ research expenses.

Cash, Cash Equivalents, and Cash Flows
The Company has defined cash equivalents as highly liquid investments, other than
those held for normal deposit requirements of clearing organizations, with original
maturities of three months or less when purchased.

Investments
Investments include restricted stock and warrants. These investments are not readily
marketable and are valued at fair value.

Property and Equipment
Property and equipment are recorded at cost. Depreciation of furniture and equipment
is provided for by using an accelerated method over the estimated useful lives of the
related assets, generally five to seven years. Depreciation expense for the year ended
December 31, 2001 was $ 1,196,560.




- ' WEEDEN & CO., L.P.
Notes to Statement of Financial Condition
December 31, 2001

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

}

Intangible Assets
Goodwill was recorded when the Company acquired the assets and liabilities of the
Leuthold Group, currently known as the Leuthold Division of the Company and is being
amortized on the straight-line basis over forty years. Amortization expense for the year
ended December 31, 2001 was $ 55,386.

Adpvertising Costs
Advertising costs are charged to operations as incurred. Advertising expense for the
year ended December 31, 2001 was $ 51,475.

Income Taxes
Federal and state income taxes have not been provided for as the partners are
individually liable for income taxes on earnings of the Company.

- Use of Estimates

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 disclosures 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 C - RECEIVABLE FROM BROKERS-DEALERS AND CLEARING
ORGANIZATIONS
Amounts receivable from brokers-dealers and clearing organizations at December 31,
2001 consist of commissions receivable of $ 1,064,439 and receivables from clearing
organizations of $ 45,534,634.

NOTE D - SECURITIES OWNED AND SOLD, NOT YET PURCHASED

Marketable securities owned or sold, not yet purchased, consist of trading and
investment securities at market values, as follows:

Sold,
Not Yet
Owned Purchased
Corporate stocks $ 7,841611 $ 12,721,852
Options 68.000

$ 7841611 § 12789852




WEEDEN & CO., L.P.
Notes to Statement of Financial Condition
December 31, 2001

NOTE E - PROPERTY AND EQUIPMENT

At December 31, 2001, property and equipment included the following:

Furniture $ 1,244.238
Equipment 2,448,593
Software 2.189.315
$ 5,882,146
Less accumulated depreciation 3.366.160
$ 2515986

NOTE F - RELATED-PARTY TRANSACTIONS

Included in other liabilities is an intercompany payable for $ 583,554 due to the Parent. No
interest is charged on this balance because the intercompany balance fluctuates daily.

In April 1998, the Company amended its original lease agreement for its headquarter office
space with the Parent. the lease expires in April 2008. For the year ended December 31,
2001, the Company paid rent to the Parent in the amount of $ 700,000.

In July 2001, the Company engaged Weeden International LTD, a company with common
ownership, to offer research, information, trading advice, consultation and occasional
execution of orders on behalf of the company for transactions to European clients. These
services amounted to $ 52,668 for the fiscal year ended December 31, 2001.

NOTE G - RETIREMENT PLAN

The Company’s Parent maintains a profit sharing plan (the "Plan") which covers all
employees meeting specific age and service requirements. The Plan provides for the Parent
or the Company to make discretionary contributions based on a percentage of compensation.
For the year ended December 31, 2001, the Company approved aggregate contributions of
$ 1,467,180 to the Plan.




WEEDEN & CO., L.P.
Notes to Statement of Financial Condition
December 31, 2001

NOTE H - FINANCIAL INSTRUMENTS

Accounting Policies

Derivative financial instruments used for trading purposes, including economic hedges
of trading instruments, are carried at market value or, if market prices are not readily
available, fair value. Market values for exchange-traded derivatives, principally futures
and certain options, are based on quoted market prices. Fair values for over-the-counter
derivative financial instruments, principally forwards, options, and swaps, are based on
pricing models intended to approximate the amounts that would be received from or
paid to a third party in settlement of the contracts.

Derivatives used for economic hedging purposes include swaps, forwards, futures, and
purchased options. Unrealized gains or losses on these derivative contracts are
recognized currently in the statement of income as net gain on principal transactions in
securities. The Company does not apply hedge accounting as defined in FASB
Statement No. 133, Accounting for Derivative Instruments and Hedging Activities, as
all financial instruments are marked to market with changes in fair values reflected in
earnings. Therefore, the disclosures required in paragraphs 44 and 45 of the Statement
are generally not applicable with respect to these financial instruments.

Derivative financial instruments are carried at fair value, which is generally based on
quoted market prices. As of December 31, 2001, WCLP has no open financial futures.
The fair values of option contracts held at December 31, 2001 are recorded in securities
owned or securities sold, not yet purchased, as appropriate.

Off-Balance-Sheet Risk

Securities Sold, Not Yet Purchased - Securities sold, not yet purchased represent
obligations of the Company to deliver the specified security at the contracted price, and
thereby create a liability to repurchase the security in the market at prevailing prices.
Accordingly, these transactions result in off-balance-sheet risk, as the Company’s
ultimate obligation to satisfy the sale of securities sold, not yet purchased may exceed
the amount recognized in the statement of financial condition. The Company has
recorded these obligations at the market value of the related securities in the financial
statements at December 31, 2001. Inventory positions are monitored on a daily basis
to minimize the risk of loss.

Futures and Options Contracts - In the normal course of its business, the Company may
enter into transactions in financial instruments with off-balance-sheet risk in order to
reduce its own-exposure to market risk and in connection with its normal proprietary
trading activities. These financial instruments include futures and options contracts.
Futures contracts are exchange-traded standardized contractual commitments which
typically provide for the delivery of the underlying asset at a specified future date at a
specified price. Option contracts convey the right to buy (call option) or sell (put
option) a financial instrument at a pre-determined price. These financial instruments are
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WEEDEN & CO., L.P.
Notes to Statement of Financial Condition
December 31, 2001

NOTE H - FINANCIAL INSTRUMENTS (CONTINUED)

entered into for trading purposes and the resulting gains or losses and cash flows are
recognized currently in principal transactions. The gains or losses on such principal
transactions were less than 1% of total principal transactions.

Risk arises in financial futures contracts from the potential inability of counterparties to
perform under the terms of the contracts and from changes in values. The Company’s
exposure to credit risk associated with counterparty nonperformance on futures is
limited to the amounts reflected in the Company’s financial statements. In regard to its
proprietary trading activities, the Company is subject to equity price risk. Equity price
risk arises from the possibility that equity prices will fluctuate, affecting the value of
equity securities and derivative financial instruments which derive their value from a
stock index, a particular stock or a defined basket of stocks. Equity option contracts
-and futures contracts may be utilized to manage equity price risk.

The notional or contractual amounts-are used to express the volume of these
transactions, and do not represent the amounts potentially subject to market risk.
Market risk on purchased option contracts is limited to the cost basis of the purchased
option; as such, purchased option contracts have no off-balance-sheet market risk.

Concentration of Credit Risk
In the normal course of its business, the Company enters into transactions in financial
instruments where the risk of potential loss due to changes in the market (market risk)
or failure of the other party to the transaction to perform (credit risk) exceeds the
amounts recorded for the transaction. The nature of these risks is discussed in the notes
describing the transactions.

The Company’s policy is to continuously monitor its exposure to market and
counterparty risk through the use of a variety of financial position and credit exposure
control procedures. In addition, the Company has a policy of reviewing the credit
standing of customers, brokers-dealers, or other institutions with which it conducts
business.

The Company conducts business primarily with one clearing broker on behalf of its
customers and for its own proprietary accounts. At December 31, 2001, all of the
securities owned, all the securities sold, not yet purchased and $ 45,303,411 of the total
receivable from brokers-dealers and clearing organizations reflected on the statement of
financial condition are positions with and amounts due from this clearing broker. The
Company is subject to credit risk should the clearing broker be unable to repay this
balance. ‘




WEEDEN & CO., L.P.
Notes to Statement of Financial Condition
December 31, 2001

NOTE H - FINANCIAL INSTRUMENTS (CONTINUED)

In the normal course of business, the Companies clearing broker is exposed to risk of
loss on customer transactions. In the event of a customer’s inability to meet the terms
of its contracts, the clearing broker may have to purchase or sell securities at prevailing
market prices in order to fulfill the customer’s obligations. The Company has agreed
to indemnify the clearing broker for losses that the clearing broker may sustain from the
customer accounts introduced by the Company. As of December 31, 2001, amounts
owed to the clearing broker by these customers totaled $ 3,877,740 in connection with
delivery-against-payment transactions and are collateralized by underlying securities held
by the clearing broker on behalf of customers.

Fair Value of Financial Instruments
The financial instruments of the Company are reported in Statement of Financial
Condition at market value or at carrying amounts that approximate the fair values
because of the short-term maturity of the instruments.

Concentration Over-Insured Limits
The nature of the Company’s business requires that it maintain deposits with financial
institutions which may, at times, exceed federally insured limits. The Company has not
experienced any losses in such accounts and believes it is not exposed to any significant
credit risk on these accounts.

NOTE I - COMMITMENTS

The Company occupies office space and leases equipment under noncancelable leases which
expire at various dates through 2008. These leases contain provisions for rent escalations
based on certain costs incurred by the lessor. Rent expense under the operating leases
amounted to approximately $ 926,000 for the year ended December 31, 2001.

Future minimum aggregate annual rental payments under noncancelable leases are as
follows: 2002 - $ 1,027,000; 2003 - $ 1,041,000; 2004 - $ 1,076,000; 2005 - $ 1,002,000,
2006 - $ 927,000; and thereafter - $ 952,000.

NOTE J - REGULATORY REQUIREMENTS

As a registered broker - dealer and member of the New York Stock Exchange, Inc., the
Company is subject to Rule 15¢3-1 of the Securities and Exchange Commission, which
specifies uniform minimum net capital requirements for its registrants. The Company
computes its net capital under the alternative method permitted by the rule, which requires
that the broker - dealer must maintain net capital, as defined, equal to $ 250,000. In
addition, the Company must maintain minimum net capital of $ 1,000,000, in accordance
with the New York Stock Exchange rule for block positioners. At December 31, 2001, the
Company had net capital of $ 40,506,824, which exceeded requirements by $ 39,506,824.
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WEEDEN & CO., L.P.
Notes to Statement of Financial Condition
December 31, 2001

- NOTE J - REGULATORY REQUIREMENTS (CONTINUED)
The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange

Act of 1934, in that the Company’s activities are limited to those set forth in the conditions
for exemption appearing in paragraph:(k)(2)(ii) of the Rule.

NOTE K - SUBSEQUENT EVENT

Distributions totaling approximately $ 10.8 million were made to the Partnership’s general
and limited partners during January 2002.

NOTE L - SUPPLEMENTAL CASH FLOW INFORMATION

Cash paid during the year for interest was $§ 118,496.
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REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL
STRUCTURE REQUIRED BY SE%ULE 17a-5

February 1, 2002

The Partners
Weeden & Co., L.P.
Greenwich, Connecticut

In planning and performing our audit of the financial stateinents and supplemental schedule of
Weeden & Co., L.P. (the "Company") for the year ended December 31, 2001, we considered its
internal control, including control activities for safeguarding securities, 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 structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the "SEC"),
we have made a study of the practices and procedures followed by the Company 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 security 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 examination, 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.

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 judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures 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




The Partners

Weeden & Co., L.P.

February 1, 2002 o
Page two ...

objectives of an 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 safeguarded against loss from unauthorized use or disposition, and that transactions are
executed in accordance with management's authorization and recorded properly to permit the
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 any internal control structure 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 the internal control would not necessarily disclose all matters in the 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
operations 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 the 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
madequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures were adequate at December 31, 2001, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the Securities and Exchange Commission, The New York Stock Exchange, the
National Association of Securities Dealers, Inc. and other regulatory agencies which 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.
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