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OATH OR AFFIRMATION
‘ I, Mark Langworthy , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
SV A Financial Services LLC. ,as of
May 31 , 2002, are true and correct. I further swear (or affirm) that neither the company nor any

partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of a customer,
except as follows:
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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 Rule 15¢3-3.

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

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

consolidation.
(D)  An Oath or Affirmation.
(m) A copy of the SIPC 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).

(j) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
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INDEPENDENT AUDITOR'S REPORT

To the Members
SVA Financial Services, LLC
Middleton, Wisconsin

We have audited the accompanying balance sheets of SVA Financial Services, LLC (formerly SVA Insurance
Services, LLC) as of May 31, 2002 and 2001, and the related statements of operations, changes in member’s
equity, and cash flows for the years then ended. 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

audits.

We conducted our audits in accordance with auditing 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,
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
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of SVA Financial Services, LLC as of May 31, 2002 and 2001, and the results of its operations and cash
flows for the years then ended in conformity with accounting principles generally accepted in the United States of

America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The information contained in Schedules I, II, III, and IV is presented for purposes of additional analysis and is not
a required part of the basic financial statements, but is supplementary information required by Rule 17a-5 of the
Securities and Exchange Act of 1934. Such information has been subjected to the auditing procedures applied in
our audit of the financial statements and, in our opinion, is fairly stated in all material respects in relation to the
financial statements taken as a whole.

5&;& g% 22 P

June 25, 2002
Bloomington, Minnesota

5601 Green Valley Drive * Suite 700 » Bloomington, MN 55437-1145 * 952.944.6166 * Fax 952.944.8496
Offices in Arizona, lowa, Minnesota, Montana, North Dakota and South Dakota * Equal Opportunity Employer 1




SVA FINANCIAL SERVICES, LLC
BALANCE SHEETS
MAY 31, 2002 AND 2001

ASSETS
CURRENT ASSETS

Cash
Certificate of deposit

LIABILITIES AND MEMBER'S EQUITY
CURRENT LIABILITIES

Accrued expenses

MEMBER'S EQUITY
Contributed capital
Retained earnings (accumulated deficit)

See Notes to Financial Statements

2002 2001

37,040 14,118

- 10,000
37,040 24,118
3,875 2,478
20,000 80,000
13,165 (58,360)
33,165 21,640
37,040 24,118




SVA FINANCIAL SERVICES, LLC
STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED MAY 31, 2002 AND 2001

INCOME
Commission income
Interest

EXPENSES
Advertising
Consulting expense
Legal and accounting
Offices supplies
Professional development
Professional fees and dues
Other operating expenses

NET INCOME (LOSS)

See Notes to Financial Statements

2002 2001
109,003  § 24,565
550 300
109,643 24,865
- 2,637
21,550 12,918
10,087 9,172
259 1,557
1,089 12,031
3,348 4,728
1,785 470
38,118 43,513
71,525 $  (18,648)




SVA FINANCIAL SERVICES, LLC
STATEMENTS OF CHANGES IN MEMBER’S EQUITY
FOR THE YEARS ENDED MAY 31,2002 AND 2001

Retained
Earnings/
Contributed (Accumulated
Capital Deficit) Total
BALANCE, JUNE 1, 2000 $ 45,820 A (39,712) $ 6,108
Capital contributions 34,180 - 34,180
Net loss - (18,648) (18,648)
BALANCE, MAY 31,2001 80,000 (58,360) 21,640
Capital withdrawals (60,000) - (60,000)
Net income - 71,525 71,525
BALANCE, MAY 31, 2002 5 20,000 5 13,165 $ 33,165

See Notes to Financial Statements




SVA FINANCIAL SERVICES, LLC
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED MAY 31, 2002 AND 2001

OPERATING ACTIVITIES
Net income (loss)
Adjustments to reconcile net income (loss) to net cash provided by
(used in) operating activities:
Increase in accrued expenses

NET CASH PROVIDE BY (USED FOR) OPERATING ACTIVITIES

INVESTING ACTIVITIES
Purchase of certificate of deposit
Proceeds from sale of certificate of deposit

NET CASH PROVIDED BY (USED FOR) INVESTING ACTIVITIES
FINANCING ACTIVITIES

Capital contributions
Capital withdrawals

NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES
NET INCREASE IN CASH
CASH, BEGINNING OF YEAR

CASH, END OF YEAR

See Notes to Financial Statements

2002

2001
71,525 (18,648)
1,397 1,653
72,922 (16,995)
- (4,000)
10,000 -
10,000 (4,000)
34,180
(60,000) -
(60,000) 34,180
22,922 13,185
14,118 933
37,040 14,118




SVA FINANCIAL SERVICES, LLC
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED MAY 31, 2002 AND 2001

NOTE 1 - ORGANIZATION

SVA Financial Services, LLC, (formerly SVA Insurance Services, LLC) (the Company), is registered as a limited
broker-dealer with the U.S. Securities and Exchange Commission and a member of the National Association of
Securities Dealers Regulation, Inc. (NASD). The Company was established in October of 1999; however, the
company did not commence its principal operations until June 16, 2000, when the Company received NASD
approval. Prior to June 16, 2000, the Company was in the development stage.

The Company is a wholly owned subsidiary of SVA Consulting, Inc. The Company’s principal business is in the
referral of prospective life, disability, malpractice, and other variable and annuity clients to other licensed NASD
firms in exchange for a portion of the commission earned from the sale of variable life insurance and annuity
contracts to those clients. The Company is currently licensed to conduct business in the state of Wisconsin,
1llinois, Florida, and Arizona.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Cash

For purposes of the statement of cash flows, cash is defined as demand deposits and certificates of deposit with an
original maturity of three months or less.

Revenue Recognition

Commission revenue from the sale of variable life insurance and annuity contracts to referred clients is recognized
in the period in which the commission is received.

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
disclosure 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 3 - NET CAPITAL REQUIREMENT

The Company, as a registered broker and dealer in securities, is subject to the Securities and Exchange
Commission's Uniform Net Capital Rule (Rule 15¢3-1).

Under the computation provided by the Uniform Net Capital Rule, the Company is required to maintain net
capital equal to the greater of $5,000 or 6 2/3% of aggregate indebtedness. At May 31, 2002 the Company had
net capital, as computed under the rule, of $33,165 and its ratio of aggregate indebtedness to net capital was 0.12
to 1.

(continued on next page) 6




NOTES TO FINANCIAL STATEMENTS

NOTE 4 - INCOME TAXES

The Company is a Limited Liability Company, which has elected to be taxed as a partnership. Members of a
Limited Liability Company are individually taxed on their pro-rata share of the Company’s earnings. Therefore,
no provision or liability for Federal or state income taxes related to the LLC is included in these financial
statements.

NOTE 5 - SERVICE AGREEMENT

On February 7, 2000, the Company entered into a service agreement with Bucholz Planning Corporation (BPC) a
licensed NASD firm. The terms of the agreement are for the Company to refer prospective life, disability,
malpractice and other insurance clients to BPC and to a limited extent, assist BPC representatives in the offer and
sale of insurance to those clients. In return, BPC will provide securities services to those clients and will
compensate the Company for use of its client base and for its limited insurance sales assistance functions.
Expenses incurred from the sale of these insurance contracts will be split equally if approved by both parties.

Commissions received from BPC represented approximately 77% and 81% of the total commissions earned for
the years ended May 31, 2002 and 2001, respectively. Expenses paid to BPC for services performed represented
approximately 57% and 30% of the total expenses incurred by the Company for the years ended May 31, 2002
and 2001, respectively.

NOTE 6 - RELATED PARTY

The Company entered into an administrative and support services agreement with its parent company, SVA
Consulting, Inc. on October 13, 1999. The agreement states that SVA Consulting, Inc. agrees to provide the
Company with all customary and appropriate administration and support services and benefits, including internal
bookkeeping services, administrative staff, payroll services, office space, utilities, and office equipment. SVA
Consulting, Inc. will not apportion any of these expenses back to the Company at any time. SVA Consulting also
agrees to pay for all monthly fixed expenses incurred by the Company other than registration and licensing fees,
legal and audit expenses and shared expenses with BPC. The results of the Company’s operations could
significantly differ from the amounts reported if the Company had incurred the costs assumed by its parent
company. :

During the year ended May 31, 2002, the parent company authorized a distribution of previously contributed
member capital of $60,000.
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SVA FINANCIAL SERVICES, LLC Schedule I
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

MAY 31, 2002

NET CAPITAL

MEMBER CAPITAL $ 33,165
DEDUCTIONS -
NET CAPITAL $ 33,165
MINIMUM NET CAPITAL REQUIREMENT PER RULE 15C3-1 (2)(2)(vi)

(The greater of $5,000 or 6 2/3% of aggregate indebtedness) $ 5,000
AGGREGATE INDEBTEDNESS | S 3,875
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.12t0 1




SVA FINANCIAL SERVICES, LLC Schedule I
COMPUTATION FOR DETERMINATION OF RESERVE

REQUIREMENTS PURSUANT TO RULE 15¢3-3
MAY 31,2002

.

The Company is exempt form Rule 15¢3-3 under paragraph k(2)(ii) and has obtained a waiver from the National
Association of Securities Dealers, Inc (NASD) to this effect and, accordingly, is not required to make the periodic
computation or reserve requirements for the exclusive benefit of customers.

The Company was in compliance with the conditions of the exemption for the year ended May 31, 2002.




SVA FINANCIAL SERVICES, LL.C

RECONCILIATION OF COMUTATION OF NET CAPITAL AND
THE COMPUTATION FOR DETERMINATION OF THE
RESERVE REQUIREMENTS

MAY 31, 2002

Schedule I

The Company operates on a fully disclosed basis under Rule 15¢3-1 Subparagraph (a)(2) and does not hold

client/customer funds or securities. Thus, no reconciliation is necessary.

10




SVA FINANCIAL SERVICES, LLC

INFCRMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3

MAY 31, 2002

Schedule IV

The Company is exempt from Rule 15¢3-3 under Subparagraph k(2)(ii) and does not possess, control or otherwise

hold client/customer funds or securities.

11
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INDEPENDENT AUDITOR'S SUPPLEMENTARY REPORT ON
INTERNAL CONTROL STRUCTURE REQUIRED BY SECURITIES AND
: EXCHANGE COMMISSION RULE 17a-5

To the Members
SVA Financial Services LLC
Middleton, Wisconsin

In planning and performing our audit of the financial statements of SVA Financial Services LLC (formerly
SVA Insurance Services, LL.C) (the Company), for the year ended May 31, 2002, 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.

Also, as required by rule 17a-5(g)(1) of the Securities Exchange Commission (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 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 securities 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 examinations, 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 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 internal controls 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 objectives of 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 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 internal control 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.

5601 Green Valley Drive ® Suite 700 * Bloomington, MN 554371145 * 952.944.6166 * Fax 952.944.8496
Offices in Aﬁzona, lowa, Minnesota, Montana, North Dakota and South Dakota * Equal Opportunity Employer 12




Our consideration of internal control would not necessarily disclose all matters in 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 operation 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 internal control,
including control activities for safeguarding securities that we considered to be a material weakness 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 purpose 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 inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company's practices and procedures were adequate at May 31, 2002, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC and
other regulatory agencies that 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.

Et Goitty 2277

June 25, 2002
Bloomington, Minnesota

13




