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OATH OR AFFIRMATION

Brian Kilb . , swear (or affirm) that, to the best of

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

Landaas & Company Inc. . as

of

December 31 , 20 02 , 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:

Cloaw 0. Buboy
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Signature

Executive Vice President, COO

7 Notary Public (/ %5/3 /%4/
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is report ** contains (check all applicable boxes):

(a) Facing Page.

{b) Statement of Financial Condition.

(¢) 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.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



e

777 East Wisconsin Avenue
Milwaukee, W1 53202

LANDAAS & COMPANY
Financial Report

December 31, 2002 and 2001
(With Independent Auditors’ Report Thereon)

. . . . KPMG LLRP KPMG LLP a U.S. limited liability partnership, is



LANDAAS & COMPANY

Table of Contents

Independent Auditors’ Report

Statements of Financial Condition

Statements of Operations and Retained Earnings

Statements of Cash Flows

Notes to Financial Statements

Schedule — Computation of Aggregate Indebtedness and Net Capital Under Rule 15¢3-1

Independent Auditors’ Report on Internal Control

These financial statements and the schedule should be deemed
confidential pursuant to subparagraph (e)(3) of Rule 17a-5.

Page

5-8

10-11



hcpnac

777 East Wisconsin Avenue
Milwaukee, Wi 53202

Independent Auditors’ Report

The Shareholder
Landaas & Company:

We have audited the accompanying statement of financial condition of Landaas & Company
(the Corporation) as of December 31, 2002, and the related statements of operations and retained earnings
and cash flows for the year then ended that you are filing pursuant to rule 17a-5 of the Securities Exchange
Act of 1934. These financial statements are the responsibility of the Corporation’s management. Our
responsibility is to express an opinion on these financial statements based on our audit. The accompanying
financial statements of Landaas and Company as of December 31, 2001 were audited by other auditors,
who expressed an unqualified opinion on those financial statements in their report dated January 11, 2002.

We conducted our audit 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 Landaas & Company as of December 31, 2002, and the results of its operations and its cash
flows for the year 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 the Schedule 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.

g Lef

January 17, 2003

.. . . KPMG LLP KPMG LLP a US. limited liability partnership, is
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LANDAAS & COMPANY
Statements of Financial Condition

December 31, 2002 and 2001

Assets

Assets:
Cash $
Deposit with clearing broker/dealer
Commissions receivable
Brokers’ draws
Not readily marketable securities
Prepaid expenses
Furniture and equipment, net
Income taxes receivable and deferred tax asset

Total assets $
Liabilities and Stockholder’s Equity
Liabilities:
Accounts payable $
Accrued salary and benefits
Accrued taxes other than income
Income tax payable

Total liabilities
Commitments and contingencies

Stockholder’s equity:
Capital stock, $1 par value, authorized 56,000 shares; 1,000 shares
issued and outstanding
Retained earnings

Total stockholder’s equity
Total liabilities and stockholder’s equity $

See accompanying notes to financial statements.

2002 2001
90,780 150,420
25,000 25,000

226,741 175,576
22,802 45,986

3,300 3,300
53,196 29,486
151,859 186,881
9,412 —

583,090 616,649
41,615 67,518
110,050 145,077

5,060 36
— 1,620
156,725 214,251
1,000 1,000

425,365 401,398

426,365 402,398

583,090 616,649




LANDAAS & COMPANY

Statements of Operations and Retained Earnings

Years ended December 31, 2002 and 2001

Revenue:
Commissions
Advisory fees
Interest income

Total revenue

Expenses:
Employee compensation and benefits
Occupancy and rentals
Professional fees
Advertising and promotion
Office supplies and expenses
Depreciation
Other operating expenses

Total expenses
Income before income taxes
Income tax provision
Net income
Retained earnings at beginning of the year

Retained earnings at end of the year

See accompanying notes to financial statements.

$

2002 2001
4,160,284 3,508,872
180,143 221,554
2,481 5,739
4,342,908 3,736,165
3,410,677 2,650,661
330,959 287,038
240,573 226,469
120,182 119,303
107,477 92,646
80,470 90,172
21,003 16,967
4,311,341 3,483,256
31,567 252,909
7,600 76,010
23,967 176,899
401,398 224,499
425,365 401,398




LANDAAS & COMPANY
Statements of Cash Flows
Years ended December 31, 2002 and 2001

Cash flows from operating activities:
Net income $
Adjustments to reconcile net income to net cash provided by
(used for) operating activities:
Depreciation
Deferred income taxes
Increase in commissions receivable
Increase in income taxes receivable
Decrease (increase) in brokers’ draws
(Increase) decrease in prepaid expenses
(Decrease) increase in accounts payable
Decrease in accrued salaries and benefits
Increase (decrease) in accrued taxes other than income
Decrease in income taxes payable

Cash provided by (used for) operating activities

Cash used for investing activities - purchase of furniture and equipment

Net decrease in cash

Cash at beginning of the year

Cash at end of the year $

Supplemental cash flows disclosures:
Income tax payments

Interest payments

2002 2001
23,967 176,899
80,470 90,172
(1,500) 41,510

(51,165) (56,718)
(7,912) —
23,184 (23,397)

(23,710) 11,204

(25,903) 37,401

(35,027) (96,427)

5,024 (118)
(1,620) (5,680)

(14,192) 174,846

(45,448) (213,994)

(59,640) (39,148)

150,420 189,568
90,780 150,420
18,632 40,034

808 729

See accompanying notes to financial statements.
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LANDAAS & COMPANY
Notes to Financial Statements

December 31, 2002 and 2001

Summary of Significant Accounting Policies

The financial statements have been prepared in conformity with accounting principles generally accepted
in the United States of America. Significant accounting and reporting policies follow.

(@)

(b

(c)

(d)

(e)

Principal Business Activity

Landaas & Company (the Corporation) was incorporated under the laws of the State of Wisconsin on
July 20, 1989, for the purpose of investment management. During December 1999, the Corporation
became a licensed broker/dealer in securities.

The Corporation operates under the provisions of paragraph (k)(2)(ii) of Rule 15¢3-3- of the
Securities and Exchange Commission (SEC) and, accordingly, is exempt from the remaining
provisions of that Rule. Essentially, the requirements of paragraph (k)(2)(ii) provide that the
Corporation clear all transactions on behalf of customers on a fully-disclosed basis with a clearing
broker/dealer and promptly transmit all customer funds and securities to the clearing broker/dealer.
The clearing broker/dealer carries all of the accounts of the customers, maintains, and preserves all
related books and records as are customarily kept by a clearing broker/dealer.

Revenue Recognition

Commissions and related clearing expenses are recorded on a settlement-date bas1s which
approximates the trade-date basis.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities, and the reported revenues and expenses. Actual results could vary from the estimates
that were used.

Cash and Cash Equivalents

The Corporation maintains cash balances at an FDIC insured commercial bank. These balances may
at times exceed the Federally insured limit of $100,000. The Corporation has not experienced any
losses in such accounts and believes it is not exposed to any significant credit risk on cash.

For purposes of the statements of cash flows, the Corporation considers all highly liquid investments
with a maturity of 3 months or less when purchased to be cash equivalents.

Securities Owned

Marketable securities are reported at market value. Not readily marketable securities are reported at
cost.

5 (Continued)
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LANDAAS & COMPANY
Notes to Financial Statements

December 31, 2002 and 2001

(#  Property and Equipment

Property and equipment are recorded at cost. Maintenance and repairs are charged to operations as
incurred. Depreciation is calculated by straight-line and accelerated methods over the following
estimated useful lives of the related assets.

Furniture and fixtures 5~ 10 years

Office equipment 3 — 5 years

(g) Income Taxes

The Corporation accounts for deferred income taxes using the asset and liability method. Under this
method, a current or deferred tax asset or liability is recognized for the current or deferred tax
consequences of all events that have been recognized in the financial statements. These
consequences are measured based on provisions of enacted tax law to determine the amount of taxes
refundable or payable in future years.

(h) Advertising Costs

Advertising costs are charged to expense as incurred. Advertising expense was $90,330 and $83,363
for 2002 and 2001, respectively.

Employee Benefit Plan

The Company has a defined contribution 401(k) savings plan (the Plan) covering substantially all
employees. The Corporation’s contributions to the Plan and expenses related to the Plan were $39,911 and
$36,249 for 2002 and 2001, respectively.

Securities Owned
(a) Marketable

The Corporation owned no marketable securities at December 31, 2002 and 2001.

(b) Not Readily Marketable

The Corporation owns 300 shares of stock in NASDAQ Stock Market, Inc. The stock is recorded at
cost, $3,300, which, in management’s opinion, approximates estimated market value.

Deposit with Clearing Broker/Dealer

The Corporation is dependent on its clearing broker/dealer, Pershing Correspondents (Pershing), a division
of Donaldson, Lufkin & Jenrette Securities Corporation, which is owned by Credit Suisse First Boston Co,
for the everyday processing of customer transactions as required under the provisions of

paragraph (k)(2)(ii) of Rule 15¢3-3 of the SEC.

Pershing requires that the Corporation maintain a minimum deposit of $25,000. This amount was held by
Pershing at December 31, 2002 and 2001.

6 (Continued)
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LANDAAS & COMPANY
Notes to Financial Statements

December 31, 2002 and 2001

Furniture and Equipment

Furniture and equipment consists of the following at December 31, 2002 and 2001:

2002 2001
Furniture and fixtures $ 311,449 311,449
Office equipment 479,433 433,985
790,882 745,434
Less accumulated depreciation 639,023 558,553
$ 151,859 186,881

Net Capital Requirements

The Corporation is subject to the SEC Uniform Net Capital Rule 15¢3-1 (Rule 15¢3-1), which requires the
maintenance of a minimum amount of net capital and requires that the ratio of aggregate indebtedness to
net capital, both as defined, shall not exceed 15-to-1. Rule 15¢3-1 also provides that equity capital may not
be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10-to-1. The
Corporation had net capital, net capital requirements, and net capital ratios of the following at
December 31, 2002 and 2001:

2002 2001
Net capital - $ 179,424 130,983
Net capital requirements 50,000 50,000
Net capital ratios 0.87to1 1.64t0 1

Lease Commitments

The Corporation leases its office space from an unrelated party under an operating lease that expires
April 30, 2007. The monthly base rental was increased to $12,867 effective October 1, 2001 from $12,201

per month, plus additional charges for taxes, electricity, repairs, and maintenance. The Corporation also

leases office equipment from an unrelated entity under operating leases. Future minimum lease payments
as of December 31 are as follows:

Years ending December 31:.

2003 $ 162,389
2004 161,112
2005 164,576
2006 163,466
2007 54,489

$ 706,032

The total rental expense including real estate taxes and maintenance costs incurred was $265,844 and
$216,448 for the years ended December 31, 2002 and 2001, respectively.

7 (Continued)
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LANDAAS & COMPANY
Notes to Financial Statements

December 31, 2002 and 2001

Off-balance-sheet Risk and Concentration of Credit Risk

The Corporation’s customers’ securities transactions are introduced on a fully-disclosed basis with its
clearing broker/dealer. The clearing broker/dealer carries all of the accounts of the customers of the
Corporation and is responsible for execution, collection, and payment of funds, and receipt and delivery of
securities relative to customer transactions. Off-balance-sheet risk exists with respect to these transactions

“due to the possibility that customers may be unable to fulfill their contractual commitments wherein the

clearing broker/dealer may charge any losses it incurs to the Corporation. The Corporation seeks to
minimize this risk through procedures designed to monitor the credit worthiness of its customers and that
customer transactions are executed properly by the clearing broker/dealer. The Corporation incurred no
losses in 2002 and 2001 due to the inability of customers to fulfill contractual commitments.

Income Taxes

The tax effect of significant temporary differences which result in deferred tax assets and liabilities are as
follows:

2002 2001

Deferred tax liabilities: :

Property and equipment $ 1,280 -
Deferred tax assets:

Current items 2,780 —

Other — 892

Less valuation allowance — (892)

Net deferred tax assets $ 1,500 —

The income tax provision (benefit) for 2002 and 2001 consists of the following;:

2002 2001
Current:
Federal $ 5,700 25,000
State 3,400 9,500
Deferred (1,500) 41,510
$ 7,600 76,010
Effective tax rate 24.1 30.1




LANDAAS & COMPANY
Computation of Aggregate Indebtedness and Net Capital Under Rule 15¢3-1
Years ended December 31, 2002 and 2001

Aggregate indebtedness:
Payables:
Accounts payable
Accrued salary and benefits
Accrued taxes other than income
Income taxes payable

Total aggregate indebtedness
Excess net capital at 1,500%
Excess net capital at 1,000%
Ratio of aggregate indebtedness to net capital

Net capital:
Stockholder’s equity

Deductions:
Petty cash
Furniture and equipment, net
Prepaid expenses
Brokers’ draws
12b-1 fees receivable
Not readily marketable securities
Income taxes receivable and deferred tax asset

Net capital
Minimum required net capital

Capital in excess of minimum requirement

There were no material variances between this computation under Rule 15¢3-1 and the Registrant’s
computation filed with Part II, Form X-17A-5 at December 31, 2002 and 2001.

See accompanying independent auditors’ report.

$

Schedule

2002 2001

41,615 67,518
110,050 145,077
5,060 36
— 1,620
156,725 214,251
168,976 116,700
163,751 109,558

0.87 to 1 1.64t0 1
426,365 402,398
14 —
151,859 186,881
53,196 29,486
22,802 45,986
6,358 5,762
3,300 3,300
9,412 _
246,941 271,415
179,424 130,983
50,000 50,000
129,424 80,983
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777 East Wisconsin Avenue
Milwaukee, WI 53202

Independent Auditors’ Report on Internal Control

The Shareholder
Landaas & Company:

In planning and performing our audit of the financial statements of Landaas & Company (the Corporation)
for the year ended December 31, 2002, we considered its internal control including control activities for
safeguardmg securities, in order to determine our auditing procedures for the purpose of expressmg 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 Corporation, including tests of compliance with such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g)(1), in making
the periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11), and for
determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices and
procedures followed by the Corporation in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by rule 17a-13, or in complying
with the requirements for prompt payment for securities under section 8 of Regulation T of the Board of
Governors of the Federal Reserve System, because the Corporation does not carry security accounts for
customers or perform custodial functions relating to customer securities.

The management of the Corporation 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 made 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 referred to above are to provide
management with reasonable, but not absolute, assurance that assets for which the Corporation 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 accounting principles generally accepted in the United States of
America. 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.

10
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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 material weaknesses as defined above.

We understand that the 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 the 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 Corporation’s practlces and procedures were
adequate at December 31, 2002 to meet the SEC’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, 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 broker and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

K Ll

January 17, 2003
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