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1601 Market Street Telephone 267 256 7000
Philadelphia, PA 19103-2488 ) Fax 267 256 7200

Independent Auditors’ Report

Board of Directors
Wilmington Brokerage Services Company:

We have audited the accompanying statement of financial condition of Wilmington Brokerage
Services Company (“the Company”) as of December 31, 2002, and the related statements of
income, stockholder’s equity, and cash flows for the year then ended 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 1s to express an opinion on these
financial statements based on our audit.

We conducted our andit 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 audit provides 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 Wilmington Brokerage Services Company at December 31, 2002, and
the results of its operations and its cash flows for the year then ended in conforrmty 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 the supplemental schedule of the Computation of
Net Capital under Rule 15¢3-1 of the Securities Exchange Commission 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 the
basic financial statements taken as a whole. ’

a - KPMe P

Philadelphia, Pennsylvania
February 26, 2003

. l . . KPMG LLF KPMG LLP 3 U.S. limited liability partnership, is
a member of KPMG International, a Swiss association.
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Wilmington Brokerage Services Company
Statement of Financial Condition

December 31, 2002

Assets
Cash $ 2,053,589
Securities owned:

Marketable, at market value 2,133,357
Commissions receivable 65,649
Furniture, equipment, and improvements, at cost, }

less accumulated depreciation of $857,928 138,080
Other assets 68,644
Total assets $ 4,459,319
Liabilities and Stockholder's Equity
Liabilities:

Payable to Wilmington Trust Company $ 500,922
Accounts payable 60,705
Income taxes payable to Wilmington Trust Company 1,508,361
Deferred income taxes 7,854
Total liabilities 2,077,842
Stockholder's equity:

Common stock, no par, 100 shares authorized, issued,

and outstanding 25,000
Additional paid-in capital 1,440,615
Retained earnings 015,862
Total stockholder's equity 2,381,477
Total liabilities and stockholder's equity $ 4,459,319

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




Wilmington Brokerage Services Company

Statement of Income

Year ended December 31, 2002

Revenues:
Brokerage commissions $ 7,186,205
Mutual fund commissions 1,832,926
Interest and dividends 234,249
Principal transactions 114,720
Other 648,749
Total revenues , 10,016,849
Expenses:
Employee compensation and benefits 3,925,265
Clearing costs - 748,293
Telephone and communication 205,615
Occupancy and other support 497,788
Filing and handling fees 290,762
Other : : 178,478
Total expenses 5,846,201
Income before income taxes 4,170,648
Provision for income taxes 1,554,691
Net income $ 2,615,957

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



Wilmington Brokerage Services Company
Statement of Stockholder's Equity

Year ended December 31, 2002

Common Stock Additional

Paid-in Retained
Shares Amount Capital Earnings Total
Balance, January 1,2002 100 $ 25,000 $ 1,440,615 $ 8,299,905 § 9,765,520
Net Income . 2,615,957 2,615,957
Dividend paid (10,000,000)  (10,000,000)
Balance, December 31,2002 100 $ 25,000 $ 1,440,615 $ 915,862 $ 2,381,477

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



Wilmington Brokerage Services Company
Statement of Cash Flows

Year Ended December 31, 2002

Cash flows from operating activities
Net income :
Adjustment to reconcile net income to net cash provided by
operating activities:
Depreciation
Changes in operating assets and liabilities:
Decrease in securities owned, net
Decrease in commissions receivable
Decrease in receivable from Wilmington Trust Company and
other assets
Increase in payable to Wilmington Trust Company
Decrease in accounts payable and other liabilities
Increase in income taxes payable to Wilmington Trust Company
Decrease in deferred income taxes

2,615,957

160,732

7,895,064
268,667

84,579
344,143
(46,801)
154,992
(14,583)

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of furniture, equipment and improvements

11,462,750

(3,574)

Net cash used in investing activities

Cash flows from financing activities:
Cash dividends

(3,574)

(10,000,000)

Net cash used in financing activities

Net increase in cash
Cash, beginning of year

(10,000,000)

1,459,176
594,413

Cash, end of year $

2,053,589

Supplemental disclosure of cash flow information:
Cash paid during the year for:

Income taxes paid to Wilmington Trust Company $

1,414,282

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



WILMINGTON BROKERAGE SERVICES COMPANY
NOTES TO FINANCIAL STATEMENTS

December 31, 2002

NOTE 1 -- ORGANIZATION

Wilmington Brokerage Services Company (the Company) is a discount broker registered under
the Securities Exchange Act of 1934. The Company 1s a wholly-owned subsidiary of
Wilmington Trust Company (WTC). WTC is a wholly-owned subsidiary of Wilmington Trust
Corporation (the Corporation). The Company’s customer base is geographically diverse;
however, the majority are trust or retail customers of WTC who reside in Delaware.

NOTE 2 -- SIGNIFICANT ACCOUNTING POLICIES

Securities Transactions:

Security transactions are cleared through the National Financial Services Corporation (the
Clearing Broker). Proprietary securities transactions and related revenues and expenses are
recorded on a trade date basis. Commission revenues related to customers’ security transactions
are recorded on a trade date basis.

Fixed Assets:
Fixed assets are stated at cost less accumulated depreciation. Buildings and improvements are

depreciated on a straight-line basis over an estimated useful life of 39 years. Furniture and
equipment is depreciated on a straight —line basis over an estimated useful life of 3, 5, or 7 years.

Use of Estimates:

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying notes.
Actual results could differ from those estimates.

Securities Owned:

At December 31, 2002, the Company owned securities in the Wilmington Municipal Bond Fund,
an affiliate of WTC, which is carried at market value with unrealized gains and losses reflected in
principal transactions line of the Statement of Income.



WILMINGTON BROKERAGE SERVICES COMPANY
NOTES TO FINANCIAL STATEMENTS

December 31, 2002

NOTE 3 -- INCOME TAXES

The Company accounts for income taxes using the asset and liability method under which
deferred tax assets and liabilities are determined based upon the differences between financial
statement carrying amounts and the tax bases of existing assets and liabilities. These temporary
differences are measured at prevailing enacted tax rates that will be in effect when the differences
are settled or realized. The Company’s provision for income taxes is computed as if the
Company filed a separate tax return, however, the Company’s taxable income 1s included in the
consolidated federal income tax return filed by the Corporation. Income tax expense at
December 31, 2002 represents the current -and deferred expense of $1,554,691. The amount
payable to WTC at December 31, 2002 was $1,508,361.

The difference between income tax at the statutory rate of 35% and income tax expense included
in the statement of income is due to a difference related to tax exempt interest of $37,170 and the

impact of state taxes (net of the federal benefit) of $132,066. The Company has a deferred tax
liability of $7,854 at December 31, 2002.

NOTE 4 -- FIXED ASSETS

A summary of fixed assets at December 31, 2002 follows:

Buildings and improvements $ 218,742
Fumiture and equipment 777,266

996,008
Accumulated depreciation 857,928
Fixed assets, net S 138,080

Depreciation expense was $160,732 for 2002.



WILMINGTON BROKERAGE SERVICES COMPANY
NOTES TO FINANCIAL STATEMENTS

December 31, 2002

NOTE 5 -- RELATED PARTY TRANSACTIONS

The Company receives compensation for brokerage activities performed for the Financial
Services Department of WTC. In 2002, the Company recorded net brokerage commissions in the
amount of $1,724,310 for these activities. In 2002, the Company paid the Personal Banking
Department $166,782 to support Personal Investment representatives at branch sites.

During 2002, the Company incurred rental expense of $85,286 under a leasing arrangement with
WTC which is included in “Occupancy and other support” in the Statement of Income.

NOTE 6 -- EMPLOYEE BENEFITS AND OTHER POSTRETIREMENT BENEFITS

Employees of the Company are included in the noncontributory defined benefit pension plan of
WTC, and are provided certain other postretirement health and life insurance benefits. Costs for
these plans are borne fully by WTC. The defined benefit pension plan covers substantially all
employees of the Company after certain age and service requirements are attained.

. Employees of the Company are also eligible to participate in the Corporation’s Employee Stock
Purchase Plan and WTC’s Thrift Savings Plan after meeting certain age and service
requirements. In 2002 the Company’s contributions amounted to $56,110.

NOTE 7 -- 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 indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December 31,
2002, the Company had “net capital” of $1,482,630, which was $1,232,630 in excess of its
required minimum net capital of $250,000 for regulatory purposes. The company maintains a
minimum net capital of $250,000 for purposes of rule 15¢3-1, in part, as a result of its Clearing
Agreement. The Company’s ratio of aggregate indebtedness to net capital was 1.40 to 1. The
rule also provides that equity capital may not be withdrawn or cash dividends paid if certain
minimum net capital requirements are not met. :



WILMINGTON BROKERAGE SERVICES COMPANY
NOTES TO FINANCIAL STATEMENTS

December 31, 2002

NOTE 8 -- CLEARING AGREEMENT

All customer securities transactions are introduced and cleared on a fully-disclosed basis through
the clearing broker that is a member of the New York Stock Exchange, Inc. (the “NYSE”)
pursuant to a clearing agreement (the “Agreement”). Accordingly, open customer transactions
are not reflected in the accompanying statement of financial condition and the Company operates
under the exemptive provisions of Securities and Exchange Commission Rule 15¢3-3(k)(2)(i1).
Commissions receivable on the Statement of Financial Condition are amounts due from this
Clearing Broker.

The Agreement states the Company will assume customer obligations should a customer of the
Company default. As of December 31, 2002, accounts owed to the clearing broker by these
customers were adequately collateralized by securities owned by the customers. '



Supplementary Information
Pursuant to Rule 17a-5 of the
Securities Exchange Act of 1934

Schedule I
Wilmington Brokerage Services Company
Computation of Net Capital Under SEC Rule 15¢3-1
December 31, 2002

Net Capital

Total stockholder's equity from Statement of Financial Condition
Deduct, stockholder's equity not allowable for net capital

Total stockholder's equity qualified for net capital

Additions

Total capital and allowable surbodinated liabilities

Total non-allowable assets

1. Excess cash : 483,118
2. Commissions receivable 1,593
3. Other assets 68,644
4. Fixed assets, net 138,080

2,381,477

2,381,477

2,381,477

(691,435)

Net capital before haircuts on securities positions
Haircuts on securities
Net capital

Aggregate Indebtedness
Included in Statement of Financial Condition

Payable to Wilmington Trust Company

Accounts payable and other liabilities

Income taxes payable to Wilmington Trust Company
Total aggregate indebtedness

Percentage of aggregate indebtedness to net capital

Computation of basic net capital requirement
Minimum net capital required (6-2/3% of aggregate indebtedness)
Minimum dollar net capital requirement

Net capital requirement (greater of 6-2/3% of aggregate
indebtedness of $2,077,842 or $250,000)

Excess net capital
Excess net capital at 1000%

1,690,042
(207,412)

1,482,630

500,922
60,705
1,516,215

2,077,842

140%

138,523

250,000

250,000

1,232,630

1,274,846

10



Supplementary Information
Pursuant to Rule 17a-5 of the
Securities Exchange Act of 1934

Schedule |
Wilmington Brokerage Services Company
Computation of Net Capital Under SEC Rule 15¢3-1 (continued)

December 31, 2002

Reconciliation of Company's Computation of Net Capital with FOCUS Report

Net Capital as reported in Wilmington Brokerage Services Company's Part ITA
(Unaudited) FOCUS report

Other Items: ‘
Unrecorded accounts payable to Wilmington Trust Corporation
Unrecorded accounts payable and other liabilities
Adjustment to income taxes payable to Wilmington Trust Corporation
Adjustment to the unsettled securities in error accounts

Net Capital as shown on page

§ 1,740,502

(425,848)
(44,392)
211,935

433

$ 1,482,630

11



1601 Market Street Telephone 267 256 7000

Philadelphia, PA 19103-2499 Fax 267 256 7200

Supplementary Report of Independent Auditors
on Internal Control Required by SEC Rule 17a-5

Board of Directors
Wilmington Brokerage Services Company:

In planning and performing our audit of the financial statements and supplemental information
of Wilmington Brokerage Services Company (the Company), for the year ended December 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 internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and 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
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 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
unapthorized 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 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

l . . l KPMG LLP KPMG LLP 3 U.S. niited tisbility parinership, is
a member of KPMG Internationel, a Swiss assogiation.
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to future periods is subject to the nsk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

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 pertod 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 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 information and use of the Board of Directors,
management, the SEC, the National Association of Securities Dealers, Inc., 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.

KPrMe LLP

Philadeiphia, Pennsylvania
February 26, 2003



