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OATH OR AFFIRMATION

I, M l‘ Cﬂ/& 72’( //M a V] , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statément andl supporting schedules pertaining to the firm of

Pravie TAriuald WhE , as
of :D EcemMaerR 3| ,20_OQ,_, 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:

W Jallrndan,
ignature
CED

Title

Notary Public

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

B (a) Facing Page.

& (b) Statement of Financial Condition.

Bl (c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ 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.

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

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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Independent Auditor’s Report

To the Owner/Members of
Brandis Tallman, LLC.
San Francisco, California

We have audited the accompanying consolidated statement of financial condition of Brandis
Tallman, LLC, (the Company) as of December 31, 2002, and the related statements of
income, changes in members’ equity and cash flows for the year then ended, and the
accompanying supplementary information contained in Schedules [ and II that you are filing
pursuant to rule 17a-5 under the Securities Exchange Act of 1934. 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 financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Brandis Tailman, LLC at December 31, 2002,
and the results of their operations and their cash flows for the year then ended in conformity
with generally accepted accounting principles.

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 and II 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 under the Securities Exchange Act of
1934. Such information has been subjected 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

relation to thejc f!ancial statements taken as a whole.

J#nes & Giron, LLP

ertified Public Accountants
Oakland, California
February 14, 2003

{E-Mail} ksgiron@jones-giron.com {E-Mail} bjones@jones-giron.com




Brandis Tallman LLC

Balance Sheet
As of December 31, 2002

% of Total
Dec 31, 02 Assets
ASSETS
Current Assets
Cash and Cash Equivalents
Checking $2,540 1.07%
On Deposit with SIPC member 140,149 59.24%
Petty Cash 75 0.03%
Total Checking/Savings 142,764 60.35%
Account Receivable 83,502 35.3%
Total Current Assets 226,266 95.65%
Fixed Assets
Furniture and Fixtures 980 0.41%
Office Equipment 5,269 2.23%
Total Fixed Assets 6,249 2.64%
Less Accumulated Depreciation (557) (0.24%)
Net Fixed Assets 5,692 241%
Other Assets
Organization Costs
Instaliation Charges 1,458 0.62%
Legal Fees 1,500 0.63%
Total Organization Costs 2,959 1.25%
Less Accumulated Amortization (297) -0.13%
Net Organization Costs 2,662 1.13%
Security Deposit 1,947 0.82%
Total Other Assets 4,608 1.95%
TOTAL ASSETS $236,567 100.0%
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Other Current Liabilities
Employee withholding 1,015.75 0.43%
Payroll tax liabilities 451 0.19%
Accrued vacation 437.50 0.18%
Total Other Current Liabilities 1,905 0.81%
Total Current Liabilities 1,805 0.81%
Total Liabilities 1,905 0.81%
Members' Equity
Members Capital Contribution 289,000 122.16%
Member Draws (23,000)
Net (loss) during initial ten months of operation (31,338) (13.25%)
Total Members' Equity 234,662 98.2%
TOTAL LIABILITIES & MEMBERS' EQUITY $236,567 100.0%
Page 1 of 1

See Independent Auditor's Report and Accompanying Notes.



Brandis Tallman LLC

Income Statement
Initial Year of Operations
Feb. 26, 2002 through Dec.31, 2002

% of
Income
L]
Income
Revenue
Interest Revenue $315 0.27%
Other Revenue 2,000 1.69%
Referral Revenue ‘ 25,957 21.98%
Underwriting Revenue 89,813 76.06%
Total Revenue 118,085 100.0%
Total Income 118,085 100.0%
Cost of Services Provided
Clearing Charges 6,310 5.34%
Total Cost of Services provided 6,310 5.34%
Gross Profit 111,775 94.66%
Operating Expenses
Amortization expense 297 0.25%
Bank Service Charges 9 0.01%
Business License 413 0.35%
Consultants : 5,910 5.01%
Conventions & Seminar 1,065 0.9%
Depreciation expense 557 0.47%
Dues and Membership 400 0.34%
Employee Benefits - Other 483 0.41%
Employee Insurance-Medical 15,084 12.77%
Employee Payroll Taxes 4,687 3.97%
Employee Registration 1,077 0.91%
Employee salaries 54,438 46.1%
Employee Training/Education 1,079 0.91%
Insurance
SIPC Assessment 150 0.13%
Fidelity Bond 1,143 0.97%
Keyman 330 0.28%
Liability Insurance 1,080 0.92%
Work Comp 1,653 1.4%
Total Insurance 4,356 3.69%

Page 1 of 2
See Independent Auditor's Report and Accompanying Notes.



Brandis Tallman LLC

Income Statement
Initial Year of Operations
Feb. 26, 2002 through Dec.31, 2002

Meals & Entertainment
MSRB Fees
NASD Regulatory Fees
Office Printing
Office Supplies
Postage and Delivery
Professional Fees
Accounting
Audit Expense
Legal Fees
Total Professional Fees
Rent
Local taxes
Telephone
Trading Computer Service
Travel
Airfare
Car Expense
Entertainment
Lodging
Meals
Total Travel

Total Operating Expense

California Minimum tax for LLC entities

Net (Loss) for the period 2/26/02 to 12/31/02

Page 2 of 2

See Independent Auditor's Report and Accompanying Notes.

Income
|
2,773 2.35%
500 0.42%
4,050 3.43%
1,405 1.19%
3,787 3.21%
1,237 1.05%
425 0.36%
700 0.59%
1,151 0.98%
2,276 1.93%
16,200 13.72%
75
9,919 8.4%
469 0.4%
1,150 0.97%
5,963 5.05%
1,061 0.9%
1,155 0.98%
439 0.37%
9,769 8.27%
142,313 120.52%
800
($31,338) -26.54%
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Brandis Tallman LLC

Statement of Cash Flows
From February 26, 2002 (Date of Inception) to December 31, 2002

CASH FLOWS FROM / (USED IN)

OPERATING ACTIVITIES

Ten month period net (ioss} ($31,338)
Adjustments to reconcile Net Income
to net cash provided by operations:
Depreciation and amortization 854
(Increase) in accounts receivable (83,502)
Increase in current liabilities 1,905
Net cash used in Operating Activities (112,082)
INVESTING ACTIVITIES
Furniture and Fixtures (980)
Office Equipment (5,269)
Organization Costs (2,959)
Security Deposit (1,947)
Net cash used in Investing Activities (11,154)
FINANCING ACTIVITIES
Member Contributions 289,000
Member Draws (23,000)
Net cash provided by Financing Activities 266,000
Net cash increase for period 142,764
Cash and cash equivalents at end of period $142,764
SUPPLEMENTAL DISCLOSURES
Cash Paid During the Year for:
Interest None
Income Taxes $800

Page 1 of 1
See Independent Auditor's Report and Accompanying Notes.



Brandis Taliman; LI.C
Notes to Financial Statements
December 31, 2002

1. Organization and Nature of Business

The Company is a broker-dealer registered with the Securities and Exchange Commission (SEC) and is a
member of the National Association of Securities Dealers (NASD). The Company, formed on February 26, 2002,
is a California Limited Liability Company that is wholly owned by two LLC members. The Company is engaged
in a single line of business as a securities broker-dealer specializing in the underwriting of California municipal
bonds and consultation services related thereto.

2. Significant Accounting Policies
Securities Transactions

Profit and loss arising from all securities transactions entered into for the account and risk of the Company
are recorded on a trade date basis. Customers’ securities transactions are reported on a settlement date basis with
related commission income and expenses reported on a trade date basis.

Commissions

Commissions and related clearing expenses are recorded on a trade-date basis as securities transactions
occur.

Limited Liability Company/Income Taxes

The Company will file its income tax return on the cash basis as a partnership for federal and state income
tax purposes. As such, the Company will not pay Federal or State income taxes, as any income or loss will be
included in the tax returns of the individual members. Accordingly, no provision is made for income taxes in the
financial statements. California, however, does require a minimum franchise tax of $800 per year. This amount is
reflected in the financial statements.

As a limited liability company, each member’s liability is limited to amounts reflected in their respective
member accounts.

Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Company had defined cash equivalents as liquid
investments, with original maturities of less than ninety days that are not held for sale in the ordinary course of
business.

Use of Accounting 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 certain assets and
liabilities and disclosures. Accordingly, the actual amounts could differ from those estimates. Any adjustments
applied to estimated amounts are recognized in the year in which such adjustments are determined.

Concentrations of Credit Risk

In the normal course of business, the Company’s activities do not involve the execution, settlement, and
financing of customer securities transactions. Thus, these activities do not expose the Company to off-balance-sheet
risk in the event the customer or other broker is unable to fulfill its contracted obligations. The Company is paid
commissions for cash, rather than margin or credit, transactions. Therefore the Company is not exposed to risk
related to credit transactions



Brandis Taliman; LLC
Notes to Financial Statements
December 31, 2002

Property and Equipment

Property and equipment are stated at cost. Depreciation is provided using the MACRS straight-line
depreciation method over the estimated useful lives of 5 and 7 years. Depreciation expense for the year was $557.
Amortization of organizational costs is provided on a straight-line basis using a five-year life. The amount of
amortization expense for the period is $297.

3. Financial Instruments
Fair Value of Financial Instruments
The financial instruments of the Company are reported in the statement of financial condition at market or

fair values, or at carrying amounts that approximate fair values because of the short maturity of the instruments. The
estimated fair values of these financial instruments at December 31, 2002 are as follows:

Assets/(Liabilities)
Carrying Amount  Fair Value

Cash $142,764 - $142,764
Accounts receivable 83,502 83,502
Current liabilities (1,467) (1.467)
Total (net asset amount) $224,799 $224,799

4. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC rule
15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December 31, 2002, the Company had net

capital of $224,798, which was $124,798 above the required minimum net capital of $100,000. In addition, the
Company achieved a debt to capital ratio of 153 to 1, which does meet the ratio requirement of 15 to 1.

5. Income Taxes

The Company files Federal and California income taxes using the respective partnership tax returns. During
the 2002 calendar year, the Company paid $800 to the California Franchise Tax Board.

California franchise tax provision (Minimum) $800

Income taxes paid in 2002 $800

6. Major Source of Revenue

During the year ended December 31, 2002, the Company obtained 76% of its non-portfolio income from the
underwriting revenue associated with one California municipality.



Brandis Taliman; LL.C
Notes to Financial Statements
December 31, 2002

7. Operating Lease

The Company leases its operating facility under a three-year operating lease, beginning on April 1, 2002,
and ending on March 31, 2005. The lease terms include a four per cent annual increase in the monthly rent amount
on the second anniversary date and again on the third anniversary date. The lease does not provide for an extension
of the lease at favorable terms. Minimum monthly rental payments for 2002 were $1,800 per month. The Company
is liable for real estate taxes, insurance, utilities, and operating expenses. Rent expense for the period ending
December 31, 2002, was $16,200.

Minimum annual rentals are as follows:

Year Ending December 31,
2003 $ 21,816
2004 22,689
2005 _5.841

$ 50,346



Supplementary Information
Pursuant to Rule 1 7a-5 of the
Securities Exchange Act of 1934

As of December 31, 2002



Schedule |
Brandis Tallman, LLC

Computation of Net Capital Under Rule 15¢3-1 of the

Securities and Exchange Commission
As of December 31, 2002

Net Capital
LLC Members' Equity
Deduct Members' equity not allowable
for net capital
Total Members' equity qualified for net capital

Total capital and allowable subordinated borrowings
Deductions and/or charges:
Nonallowable assets:
Equipment net of accumulated depreciation
Organization costs and intangibles
Petty Cash
Net capital before haircuts on securities positions
{tentative net capital)
Haircuts on securities
Net capital
Aggregate indebtedness
Items included in statement of financial condition:
Accounts payable and accrued expenses
Total aggregate indebtedness

Computation of basic net capital requirement
Minimum net capital required @ 6 2/3rds % of Aggregate Indebtedness
Minimum dollar requirement of subject reporting broker or dealer
Net capital requirement

Excess net capital
Excess net capital at 1,000 percent (net capital - 10% of Aggregate Indebtedness)
Ratio: Aggregate indebtedness to net capital

Reconciliation with company's computation (included in
Part 1A of Form X-17A-5 as of December 31, 2002)
Net capital, as reported in Company's
Part l1A (unaudited) FOCUS report
Audit adjustments:
Recognition of liability for accrued vacation

Net Capital per above computation

See Independent Auditor's Report and Accompanying Notes.

$234,662

0
234,662

234,662
$5,692
4,609
75 10,376
224,286

0
224,286

1,905
1,905
127

100,000
100,000

224,724

438

$224,724



Schedule II

BRANDIS TALLMAN, LLC

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

As of December 31, 2002

Exemption from Rule 15¢3-3 is claimed based upon
B (k)(2)(I) — “special account for Exclusive Benefit of Customers” is maintained.

See Independent Auditor’s Report and Accompanying Notes..

7



. o [

Jones & Gironl L'IJP‘ CERTIFIED PUBLIC ACCOUNTANTS

Member of The American Institute of Certified Public Accountants and The California Society of Certified Public Accountants

1939 HARRISON STREET SUITE 400 + OAKLAND, CALIFORNIA 94612 « (510) 446-1950 FAX (510) 273-8504

Independent Auditor Report on Internal Control Structure Required by SEC Rule
17a-5 for a Broker-Dealer Claiming an Exemption From SEC
Rule 15¢3-3

To the Owner/Members of
Brandis Tallman, LLC

In planning and performing our audit of the consolidated financial statements and
supplemental schedules of Brandis Tallman, LLC (the Company), for the year ended
December 31, 2002, we considered its internal control structure, including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the consolidated financial statements and not to provide assurance
on the internal control structure.

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 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
provision~ 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 an internal
control structure 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 control structure policies 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 objectives of an internal control structure 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 accordance with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

{E-Mail} ksgiron@jones-giron.com {E-Mail} bjones@jones-giron.com




Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities 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 structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control structure elements does not reduce to a relatively low level
the risk that errors or irregularities 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 structure, including procedures 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 inadequacy 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, 2002, to meet the SEC's objectives.

This report is intended solely for the use of the Owner/members, 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 should not be used for any other purpose.

et -kﬂ\t LLp

Joges & Giron, LLP

rtified Public Accountants
Oakland, California
February 14, 2003



