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/ - OATH OR AFFIRMATI’ON o - .
I Tom Martmson swear (or affirm) that to the best of my lcnowledge and belief the accompanymg fmanc1al statement and
. supportmg schedules pertaining to the firm of Martinson & Company, Ltd.. as of June 30, 2002, are true and correct: I further
swear (br affirm) that neither the-company nor ‘any partter, propnetor prmmpal officer or director has any propnetary interest in‘any

-account class1ﬁed solely as that of a customer except as follows

éthbthw\ p K&, | | | - "
NotaryPubhc' ) - . o L LT .

% ) - . - . ~

e o A -

This report‘**_*contains (check all applicable.boxes); ' » ' L . :

(3) Facingpage™ . B R ' AN
(b) Statement of Financial Condition.” = '« o W o ST o ,
(c) Statement of Income (Loss). : ‘ o s ‘ ' (
. (d) Statement of Changes in Financial Condition S ’ B ! » ’ R
- (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetor s Capltal
(f) Statement of Changes iri Liabilities Subordinated to Claims of Credltors , o . o
"(g), Computation of Net Capital - ' .
(h) Computation f for Determination of Reseive Requtrements Pursuant to Rule 15¢3-3. "
@ Information Relatmg to the Possession or control Requirements Under Rule 15¢3-3.
G A Reeoncnhatxon including appropriate explanation,of the Computation of Net Capltal Under Rule 15¢- 3-1 and the
~Computatlon for Determination of the Reserve Requirements Under Exhibit A.of Rule 15¢3-3. ) '
- {k) A Reconciliation between the audited and unaudlt‘ed Statements of Financial Condmon with respect to methods of
consolidation. o ‘ . oo
) ‘An Oath or Afﬁrmatlon . ’
“ {m) A copy of the SIPC Supplementa’: Report. -
(n) Areport descnbmg any material madequacles found, to exist or found to have existed since the date of the prevxous audit.

FOR O BEEOEONEEEE.

~ L. - . -

**For conditions 'of confidential treqtment of certain portibns ofthis filing, see section 24_0.17a-5 €)3).
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INDEPENDENT AUDITOR'S REPORT

v . .
' . ~

To the Board.of Direcors. S . ’ '
Martinson & Company, Ltd. . ) o .
" Minneapolis, Minnesota =~ . : S o

12

We have audited the accompanymg statement of financial condmon of Martinson- & Company, B

;© Ltd: as .of June 30, 2002 and the related statements of operations, changes in stockholder's

equity, and cash flows that you are filing pursuant to Rule 17a-5(g) under the Secdrities Exchange,
~ Act of 1934. The financial statements are the responsibility of the Company’s management. Our

responsibility i is to express an opinion on the fi nanc:ral statements based on our audlt
We conducted our audit rn accordance wrth- audltrng ,standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to. obtain

.reasonable assurance about whether the financial statements are free of material misstatement. ‘

An audit includes examining, on a test basis, evrdence supporting the amounts and drsclosures in

the flnan0|al statements. An audit also includes assessing the- accountmg principles used and

srgnrfrcant estimates made by management, as well as evaluating the overall financial statement
‘ presentatron ‘We beheve that our audit prowdes a reasonable basis for our opinion. -

~

In our oprmon, the financial _statements referred to above present' fairly, in all material respects,
the financial position of Martinson & Company, Ltd. as of June 30, 2002 and the results of its
" operations and its cash flows for the year then ended in- conformrty with accounting prmmples
‘generally accepted in the Unlted States of Amerrca

1

‘ZZZ‘//&;”',VM44< =
SCHWEITZER KARON & BREMER, LLC , o . T
" Certified Public Accountants = v
- Minneapolis, Mlnnesota L ‘ e S
August17,2002 . - Ly Y

X . N . ;-




MARTINSON & COMPANY LTD
STATEMENT OF FINANCIAL CONDITION

June30, = . . g ' . 2002
ASSETS: . ‘ o - S SN
- Cash - : TN I \ ~$ 60,581
Tax refund receivable *~ - o o : S ~ 1,300
Notes receivable from related party i - . S : 302
. Investments, at fair value S : , ' . 3,698
~ Deferredtax asset =+ - , - , S - 900
Total assets - - _ . , ' $ 66,781

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES S C N

Accounts payable and accrued expenses L L K . $ 50,434
Total liabilities . . ‘ ) T 50,434
STOCKHOLDER'S EQUITY
N Common stock, $.01 par value, authorized 1 ,000 shares; Issued and

outstanding 1,000 shares , ° \ . - 10

Paid-in capital BN C E g 9,990

Retained earnings . =~ - L ' L ‘ L : . 6,347
Total stockholder's equity. > o , 16,347
Total liabilities and stockholder's equity 5 I ¢ 66,781

AN

£

‘See Notes to Financial Statements. - 0 =A-




9 & 4
Year Ended June 30, I o . ~ ‘ 2002
Revenues: = = - R e - Y . . "
Commissions S S o o8 0
Other * o : T S 11,639
Total revenues , .~ R , o . 11,639
" Expenses:, o : ‘ o \ -
‘ .General and administrative expenses - oS : - 35173
. Operating (loss) (23,534)
'Nonoperating income: ] _ ‘ -
Interest income : o i . : ‘ ' 918
(Loss) béfore taxes ’ (22,616)
" Federal and state incomé taxes (credit) 7 . B ' (2,200)‘
Net (loss) - S B o <, $  (20,416)
See Notes to Financial Statemer{ts.' ' ) -5 »

5 MARTINSON & COMPANY, LTD.
o - STATEMENT OF OPERATIONS
' ' - Year Ended June 30,2002




MARTINSON & COMPANY LTD
STATEMENT OF CHANGES IN STOCKHOLDER S EQUITY
Year Ended June 30 2002 «

o _ - Total
Common Stock Issued: Paid-In Retained Stockholder's

Shares Amount Capital Earnings . Equity

\

Balance, June 30, 2001 . . 11,000 $ 10 . $9,090 $26,763 $ . 36,763
Net (loss) . ' L R " (20,416) - (20,416) °
Balance, June 30,2002 . ‘ 01,000 $ 10 $9,990 $ 6,347  $ 16,347

. 'See Notes to Firialncyiél Stat'em/ents. v - -6-

-ty




... MARTINSON & COMPANY, LTD. |
R \ _ 'STATEMENT OF CASHFLOWS . - - "

i

Year Ended Juns 30, - \ \ 2002

CASH FLOWS FROM OPERATING ACTIVITIES ' - , . .
Cash received from customers o . | : % 11,639

Cash paid to suppliers and employees : S - o {280,723)
Taxes paid ‘ o - o T (3,512)
Interest received . - ' - , - \ L ' 918 -
Net cash provided by (used in) operating activities ' R ) (271,678) -
* Net increase (decrease)in cash: ‘ - . : . (271,678)
Casﬁ: o . o .
" Beginning : . : ) 332,259
Ending =~ - = . s ' S $ 60,581

RECONCILIATION OF NET (LOSS) TO NET CASH PROVIDED BY
(USED IN) OPERATING ACTIVITIES: . - SR '
"~ Net(loss) _ L - - -$ . (20,416)
Change in.deferred tax asset . ' ‘ o R (900) '
. Adjustments to reconcile net (Ioss) to net cash provided by ‘ ‘ ' '
(used in), operating actlvmes ,

(Increase) decrease in:

4o,

' (1,300) -

Income tax receivable . o - . .
(Decrease) increase in: e S
- Accounts payable and accrued expenses : o o (245,550)
Income taxes payab!e ) . i . (3,512)
% (271,678)

Net cash provided by (used in) operating activities . R

) .

>

~See Notes to Financial Statements. ~ =~ ¢ - 7- A




Note 1.

‘ deferred tax liabilities are recognized .for taxable temporary differences. Temporary -

, Nature of busmess

- N
o

MARTINSON & COMPANY, LTD. ~  °
'NOTES TO FINANCIAL STATEMENTS

¢ ! -

..'Natu‘re of Business and Significant Accounting Policies =~ "

t

' Martinson & Company, Ltd. (The Company) provides‘investment ba‘nking_and-_advisory

services to corporate clients regarding strategic financial and general business matters. in
addition, the Company, an introducing broker, provides certain general brokerage services to
select sophlstrcated individual, institutional and corporate investors, clearing all transactions
with and for customers on-a fully drsclosed basis with a clearing broker or dealer, who carries

all the customer accounts and maintains the records pertaining thereto. The Company’s 2002 -
investment bankmg activities ‘and advisory services were primarily performed on behalf of two

customers wrth one of these accountmg for approxrmately 100% of revenues for 2002

A summary of the Company s significant accountmg pohcres follows

Cash and cash equrvalents.

For' purposes of reporting the statement of cash flows, the Company includes all ‘cash
accounts and all highly liquid investments purchased with a maturity of three months or less,
other. than securities held for sale in the normal course of business, as cash and cash

) equwalents on the accompanying statements of financial condition.

/

Investments:

Investments oonsist primarily of publicly traded common stock held for investment purposes.

-These investments have been recorded at fair value as determlned by Company

management.

i

historically purchased certain warrants of the company it serves. These warrants are valued
by management, as no ready market is available for the warrants or significant restnctlons

'

exist which limited the value of the warrants . : v

N - - - >

Revenue recogmtlon'

Investment bankmg fee income is recognlzed when earned, typlcally upon closmg of the

transaction. Income from consulting is recognized monthly upon completion of the services

‘ ‘prowded - .

Income taxes: - .

2 .
[

Deferred taxes are provided on a liability method whereby deferred tax assets are recognized
for deductible temporary differences and dperating loss and tax credit ‘carryforwards and

differences are the differences between the reported amounts of assets and liabilities and

~ their tax bases. The. Company's temporary differences relate primarily to operating loss

carryforward. Deferred tax assets are reduced by a valuation allowance when, in the opinion
of management, it is more likely than not that some portion or all of the deferred tax assets
will not be realized. Deferred tax assets and liabilities are adjusted for the effects of changes
rn tax laws and rates on the date of enactment. : -

The Company, in connectron wrth provrdmg mvestment bankrng and advisory services, has |




Note 1.

Note 2.

| ~ Note 3.

‘Use of estimates: . N

' Investments )

. MARTINSON & COMPANY, LTD. .~ .
NOTES TO FINANCIAL STATEMENTS (CONTINUED) ‘

. B AN
1
-

Nature of Business and Slgmf' cant Accountlng Polrcres (Contlnued)

) A summary of the Company S srgmflcant accountmg pollcres follows: (contmued)

i
;

Concentratlon of credlt nsk

As a broker and dealer, the Company is engaged in various secuntles trading and’ brokerage
activities servicing a' diverse group of corporate and -individual investors. The Company’s

‘exposure to credit risk associated with the .nonperformance of these customers in fulfilling

their.contractual obligations pursuant to securities, options and commadities transactions can
be directly impacted by volatile securities markets, credit-markets and regulatory changes :
whuch may impair the customer S ablllty to sat|sfy thelr obligations to the Company. )

Y

The preparation- of financial statements in conformity with accounting principles generally .
. accepted in the United States of America requires managemént fo make estimates and
- assumptions that affect the amounts reported in the financial statements and accompanylng
-notes. Actual results could differ from those estlmates :

AR

The-following is a summary of the Company’s investments: ‘ ‘

, I , : 2002
Fair value . : N - R T : $ 3,698
Cost . - : , 2 ~ ' - 3,698,
Unrealized gains  * - - o . : 0
Unrealized losses - ‘ ‘ ' B $. 0

. Realized and unreallzed gdins and losses for the year ended June 30, 2002 are reercted in
) the statement of operatlons under the captlon "other revenues."

[

Realized (losses) - L . $ .0
 Unrealized gains - ) : . 61
Total - o T ' I $ 61

' Income.Tax' Matters

_ - .
The components of the income tax provision are as follows:

~ .

e : 2002

Currently (receivable) payable: . - . ~
" Federal ‘ o e $ . (1,300)
- State” - ) S o o L 0

Deferred taxes (benefits) - - S ‘
Federal . _ ‘ e : 0
State = | b : o o : - (900)
Federal and state income taxes (credit) ' ¥ k $ (2,200)




T MARTINSON & COMPANY, LTD. -
- NOTES TO FINANCIAL'STAfEMENTS (,CONTINUED)

Note 4. Net Capital Requirements.

The Company is subject to ,the Securities and Exchange Commission Uniform Net Capital
Rule 15¢3-1, which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedniess to net capital, both as defined, shall rot exceed 15 to 1. In
addition, restrictions: may be imposed to prohibit equity withdrawals or cash dividends if the
_resulting net capital ratio would exceed 10 to 1. At June 30, 2002, the Company had net
. capital as defined by Rule 15¢3-1 of $10,147, which exceeds its required net capital of $5 000
- by $5,147. The Company’s ratlo of aggregate indebtedness to net capital was 497 to 1 at
_ June 30, 2002 ‘ , .

~ Note 5. - Exemptlon .

-The Company is exempt ffom Rule 15¢3-3 .ef the.Secu}ities and" Exchange Commission.
Therefore, the Company is not required to make the periodic computation of reserve
requirem'ents for the exclusive benefit of customers. ‘

;No'te 6. ,Related Party Transactlons

Prior to 1991, the Company made several non-interest bearing loans to its’ presudent The '
) remalnmg notes have an outstandlng balance at June 30, 2002 of $302.
. Note 7. L|t!gat|on .
In August 2001, the Company received notice from-Manchester Companies, Inc. that they had |
filed legal action claiming amounts for private investment banking services and management

'+ advisory services received by the Company. The Company believes Manchester s claims are -
" without merit and contrary to ‘securities Iaws

N ' 5 ) B
' [ \
-10 - o S
. - .
. - ‘
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL ACCOUNTING CONTROL

e K , .

’ -

To the Board of Directors - - o , - .
Martlnson&Company, Ld. - . o .

' ‘aneapolls Minnesota -

.-

- ’

We have audrted the ﬁnancual statements of Martlnson & Company, Ltd. for the year ended

"June 30, 2002, and have issued' our report thereon dated August 17, 2002. As part of our audit,,

we made a study and evaluation of the Company's system. of internal “accounting contol (which
inciudes the procedures for,safeguarding securities) to the extent we considered necessary to
evaluate the system as required by generally. accepted auditing standards. The purpose of our

- study and evaluation, which included obtaining an understanding of the accounting system, was to

determine the nature, timing, and extent of the auditing procedures necessary for expressmg an -~
‘oprnlon on the fmanmal statements. . . o ] -

oo

We also made a study of the practlces and procedures foIIowed by the Company in maklng the
periodic computations of aggregate indebtedness and net capital under Rule 17a-3 (a) (11)-and
the procedures for determining compliance with the exemptive provisions of Rule 15¢3-3. We did

. not review the practlces and prdcedures followéd by .the Company in making the quarterly’

securities examinations, counts, verifications and comparisons, and the recordatlon of differences
required by Rule 17a-13; or in complying with the requrrements for prompt payment for securities
of .Section 4(c¢) of Regulatron T of the Board of Governors of the .Federal Reserve System,
because the Company does not carry secunty accounts for customers or perform custodnal 4

functions relating to customer securities.

The managément of the Company is responsible for establlshmg and malntalnlng a system .of
internal accounting control ‘and the practices and :procedures referred to in the preceding
paragraph. In fuffilling'this responS|b|||ty, ‘estimatés and judgments by management are requrred to

_assess the expected benefits and related costs of control 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 Commission's above-mentioned objectives. The
objectives of a system and the pract|ces 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 managements authorlzatron and recorded properly to permit the

‘preparatlon of financial statements in accordance with accounting principles generally accepted in
. the United States of America. Rule 17a-5(g) Ilsts addltlonal objectrves of the practices and

procedures Jisted in the preceding paragraph. .,




/ : : .
To the Board of Directors ) - o -
Martinson & Company, Ltd. . ' : R g K
r Page Two . . : ‘ o .

4 /

Because of rnherent limitations inany internal accounting control procedures or: the practrces and,
procedures referred to above errors or irregularities may nevertheless 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 degree of com pllance with them
may deterlorate ‘ ,

3.

’

-Our study and évaluation made for the limited purpose described in the ftrst paragraph would not
necessarily disclose alf material weaknesses in the system. Accordmgly, we do not express an
opinion on the system of internal accounting control of Martinson & Company, Ltd. taken.as a
whole. Our study and evaluation disclosed no condmon that we believed to be- a material
weakness, and no facts came to our attention to cause us to believe that the Company was not in
compl:ance with the exemptive provisions'of Rule 15¢3-3. i
-‘We understand that practlces and procedures that accompllsh the objectlves referred to in the
“second paragraph of this report are considered by the Commission to be adequate for its
purposes in accordance with the Securities and Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for stich purposes. Based on this understanding and-on our study,
we believe that the. Company's practices -and procedures: were adequate at June 30, 2002 to
meet the Commission's objectives.
This report is: mtended solely for the use of management the Securities and. Exchange
Commission -and 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-
‘ regulatton of members and should not be'used for any other purpose. :

\W&.emac'«;«w S
SCHWEITZER KARON & BREMER, LLC - . oo o
Certified Public Accountants ’ : .

Minneapolis, Minnesota
August 17, 2002
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T INDEPENDENT-AUDITOR'S REPQRT ON SUPPLEMENTARY INFORMATION

To the Board of Directors, . = - N o e
Martinson & Company, Ltd: . - i : o L, )
Minneapolis, Minnesota L

.

Yo ' We have audlted the - ﬂnancnal statements of Martmson & Company, ‘Ltd. as of
* June 30, 2002., Our audit was made for the purpose of formmg an opinion on the basic
financial statements ‘

. _ The mformatlon contained in Schedules 1, I, 1, and V. are presented for purposes of

S . - additional analysis and is not a required part of the basic financial statements, but is

) -‘supplementary information requnred by  Rule -17a-5 of the Securities and Exchange
Commission. Such information has been subjeéted to the auditing procedures applied in
the audit of the basic financial statements and, .in our opinion, is fairly stated in all material”
respects in relatlon to the basic financial statements . :

vlv\'. o M/d‘* 4‘.4 CC( T
Lo ' SCHWEITZER KARON&BREMER LLe , o o

Certified Public Accountants s
August 17,2002 ‘
. J -
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MARTINSON & COMPANY, LTD.
.COMPUTATIONS RELATED TO NET CAPITAL UNDER

RULE 15¢ 3- 3 OF THE SECURITIES EXCHANGE ACT OF 1934

~ o June 30, 2002
| | COMPUTATION OF NET CAPITAL

\ . ‘

\

' A

Total ownership equity from Sjatemeht of Financial Condition

Schedule |

8

$ 16,347

‘2,
3.

4.

Deduct:’ownership equity-not allowable for net capital

Total o_wnership' equity qualified for net qapiial

Add: - ‘

Lo
’

a. Liabilities subordmated to claims of general creditors aIIowable in
computation of net capital -~ - - . o
b. Other (deductlogs) or allowable credlts k

-+ 16,347

5.

6.

7.

Total capital and allowable subordlnated liabilities

Deduction and/or charges:

-

a. Total non-allowable assets included in Statement of Fmancnal ) ,
Condltlon ‘ o , %

b. Secured demand note deficiency .

C. Commodlty futures contracts and spot commodltles propnetary
© rcapital charges :
d. Other deductions and/or charges '
Other addltlohs and/or allowable credits: -
' Deferred taxes on unreallzed apprecuatlon
' of investment securities

16,347

6,200

0 6,200 "

o0~

Net capital before haircuts on securities positions

a
.b. Subordinated securities borrowings _ n >

Haircuts on securities:

.- Contractual securities commitments - . B

c. Trading and investment securities:
i.. Exempted securities
ii. Debt securities - ST
iii.. Options - ‘
iv. Other securities "
d. Undue concentration (llhqund lnvestment securities)

I

* e, Other

10. Net capital

-$ 10,147




o

T e MARTINSON & COMPANY LTD. .~ Schedulell
‘ COMPUTATIONS RELATED TO NET CAPITALUNDER =~~~
RULE 15c 3-3 OF THE SECURITIES EXCHANGE ACT OF 1934,
' - June 30, 2002 ‘
COMPUTATlON OF BASIC NET CAPITAL REQUIREMENTS
'AND AGGREGATE INDEBTEDNESS -

COMPUTATION OF BASIC NET CAP!TAL REQUIREMENTS

t
N '

11.-Minimam net capltal requrred (6- 2/3% of hne 19) S . . o % 3,362
12 Mlnlmum dollar net capital requwement of reporting broker or . ‘ k o
dealer and minimum net caprtal requnrement of subsrdranes B . § 5,000
13. Net caprtal requrrement (greater of line 11 or 12) $ 5000
.14 Excess net capltal (hne 10 less 13) , g o o | S R | $ 5,147
» 15. Excess net capltat ‘at 1000% (Ime-10 less 10% of line 1 9) $ 5,104
COMPUTATION OF AGGREGATE. INDEBTEDNESS
“16. TotalAl |IabI|ItIeS rncluded in Statement of Fmanmal Condltlon K Lo | ,‘ . A $ 50,434 '
17 Ada:
a Drafts for lmmeduate credit ' , )
b. Market value of securities | borrowed for Wthh no equlvalent value
is paid or credited . ' S,
C. Other unrecorded amounts S ‘ .
19. Total aggregate lndebtedness . o o $ 50,434
- 200 Percentage of aggregate mdebtedness to capltal (Itne 19 . o : .
d|V|ded by line 10) S ) . o, ‘ o 497.0%

-15.- ’ . :




N C MARTINSON & COMPANY LTD : :
RECONCILIATION WITH COMPANY'S COMPUTATIONS RELATED
" TO NET CAPITAL UNDER RULE 15c¢ 3-3 OF THE ‘
s SECURITIES EXCHANGE ACT OF 1934
-~ (IncIuded in PartlIA of Form X-17A-5 as of June 30, 2001)
‘ June 30, 2002

RECONCILIATION WITH COMPANY'S COMPUTATION OF NET CAPITAL

Net" cap:tal as reported in Part | of Form X-17A-5 A o ‘ L \1 - % '10,14~7'
Net audit adjustments: T o o i
Adjustment to tax provision - - _ R e 0
| Net capital as reported on line 10'of Schedule | » . i R 1‘0,147A ‘

\

N

RECONCILIATIO'N WITH COMPANYIS COMPUTATION OF AGGREGATE INDEBTEDNESS

'Total aggregate indebtedness as reported in Part 1A of Form X 17A-5 r o <% 50,434
Net audit adjustments: - , o N ’ " . '
Adjustment to tax provision” ' - - » , -0
Total éggregaté indebtedness as reported.on line 19 of Schedule I ‘ - -~ $ 50,434 ‘
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*° °  MARTINSON & COMPANY, LTD.. |
X ) STATEMENT PURSUANT TO 15c3- ’ ' "
SECURITIES EXCHANGE ACT OF 1934

' JUNE 30 2002

As more fully described in. Note '5 of the notes to fi nancial statements the’ Company does
not hold funds or secuntles of customers. Accordingly, the Company is exempt from the.
requifements to maintain a “Special Reserve Account for the Exclusive Benefit of
Customers’ under provisions of SEC Rule 15¢-3 based on paragraph K (2) (iii) of the rule.

i
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