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OATH OR AFFIRMATION
I Cynthia M. Jenkins , swear (or affirm) that, to the best of
‘my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Van Clemens & Co., Incorporated , @s
of __ September 30 ,2002 , are true and correct. 1 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:

INGRID K. JOHNSON

R y gg&ARYPUBUC-M!NNESOTA
Faws MISSION EXPIRES 1-31-2005 O W
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Notary Pu

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

B (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 Proprietors’ Capital.

0 (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.

B (j) 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. ‘

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(A () An Oath or Affirmation.

[0 (m) A copy of the SIPC Supplemental Report.

(1) Areportdescribing 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).
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STIRTZ BERNARDS BOYDEN SURDEL & LARTER, P.A.

CERTIFIED PUBLIC ACCOUNTANTS AND BUSINESS ADVISORS

The Board of Directors
Van Clemens & Co. Incorporated
Minneapolis, Minnesota

INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying statement of financial condition of Van Clemens & Co. Incorporated as
of September 30, 2002, and the related statements of operations, changes in stockholders’ 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 is
to express an opinion on these financial statements based on our audit.

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 Van Clemens & Co. Incorporated at September 30, 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 made for the purpose of forming an opinion on the basic financial statements taken as a whole.
The information contained in Schedules 1, 2 and 3 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 our 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.

é‘fy/%’wé fbi sl HAT 2

Edina, Minnesota
November 15, 2002

A member of Moores Rowland International an Association of Accounting Firms throughout the world. P
FINANCIAL PLAZA ¢ 7200 METRO BLYD ¢ EDINA MN 55439 ¢ 952.831-6499 ¢ FAX 952-831-1219 ® www.sbbsl.com mr



VAN CLEMENS & CO. INCORPORATED
STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30, 2002

ASSETS

Cash
Receivables from brokers or dealers
Securities owned

Marketable, at market value
Furniture and equipment, less accumulated depreciation of $2,836
Unsecured non-interest bearing receivable due on demand from stockholder
Lease deposit and prepaid expenses

LIABILITIES AND STOCKHOLDERS’ EQUITY

Accounts payable
Accrued liabilities

Stockholders’ equity:
Common stock, par value $.01 per share, authorized 100,000 shares; issued and
outstanding 63,000 shares
Additional paid-in capital
Retained earnings

Total stockholders’ equity

See Notes to Financial Statements.

2

$ 52,044
18,108

14,954
302
146,081

10,886

$ 242,375

$ 10,759
5,712

—_— 2 =

16,471

—_— s

6,300
40,500
179,104

—_— T

225,904

$ 242,375



VAN CLEMENS & CO. INCORPORATED
STATEMENT OF OPERATIONS

YEAR ENDED SEPTEMBER 30, 2002

Revenue:
Commissions $ 23,060
Loss on trading accounts (14,245)
Interest and dividends 1,096
Reimbursement for expenses from Hart Financial Corp. 41,889

Total revenue 51,800

Expenses:
Commissions and compensation 51,085
Communications . 19,895
Occupancy 4613
Data processing costs 230
Regulatory and professional fees 19,514

Other expenses

4,354

Total expenses

99,691

Net loss $ (47,891)

See Notes to Financial Statements.
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VAN CLEMENS & CO. INCORPORATED

STATEMENT OF CASH FLOWS

YEAR ENDED SEPTEMBER 30, 2002

Cash flows from operating activities:
Net loss

Adjustments to reconcile net loss to net cash flows from

operating activities:

Depreciation

Change in:
Receivable from brokers or dealers
Securities in trading accounts
Unsecured receivable from stockholder
Lease deposit and prepaid expenses
Accounts payable
Accrued liabilities

Total adjustments
Net cash flows from operating activities
Cash, beginning of year

Cash, end of year

$  (47,891)

$ 409

64,489
14,032
9,000
(10,886)
10,559

5712
93,315

45,424

6,620

$ 52,044

See Notes to Financial Statements.
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VAN CLEMENS & CO. INCORPORATED
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30, 2002

Summary of Significant Accounting Policies

Nature of Business

The Company is a registered broker-dealer with an office in Minnesota. The Company is engaged in
the business of buying and selling securities but does not hold customer securities or funds. The
Company’s securities owned are held by another broker-dealer and its receivables are from that
broker-dealer.

Securities Transactions

Securities transactions are recorded on a settlement date basis, generally the third business day
following the transaction date. Commission revenues and related expense on transactions executed,
but not settled at September 30, 2002, were not material.

Securities Owned

Securities in trading accounts are valued at market value. Revenue from principal transactions
includes the change in unrealized appreciation or depreciation of securities owned.

Furniture and Equipment

Furniture and equipment are recorded at cost. Depreciation is computed using the accelerated
method at rates based upon estimated useful lives of five to ten years.

Income Taxes

The stockholders of Van Clemens & Co. Incorporated (the Company) have elected to have the
Company treated as an “S corporation” for income tax purposes. Pursuant to this election, the
taxable income and income tax credits are reported on the personal tax returns of the stockholders;
consequently, no provision has been made for corporate income taxes.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid instruments
purchased with a maturity of three months or less to be cash equivalents.

Pervasiveness 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.

(Continued)
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VAN CLEMENS & CO. INCORPORATED
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30, 2002

2. Securities Owned

Marketable securities owned consist of securities at quoted market values, as follows:

Money market accounts $ 12,149
Corporate stocks

2,805

$ 14,954

Fair Value of Financial Instruments

Substantially all of the Company’s financial assets are carried at market value or at amounts which,
because of their short-term nature, approximate current fair value.

Revenue Recognition

The Company stockholders have agreed in principle to sell their shares to Hart Securities Corporation
subject to the approval of regulatory authorities. In connection with this transaction, Hart Securities
Corporation has agreed to reimburse the Company for certain operating expenses incurred in the
operation of the Company until approval has been received from regulatory authorities. The Company
has recognized revenue of $41,889 for reimbursement of incurred expenses in the financial statements
for the year ended September 30, 2002.

Operating Lease

The Company entered into an operating lease agreement for its office facilities. The term of the lease is
for three years beginning August 1, 2002 to July 31, 2005. Prior to August 1, 2002, the Company did not
lease any office facilities. The Company is required to pay a proportionate share of operating costs in
addition to the monthly base rent. The lease terms provided for three months of free rent and then annual
rent increases thereafter. For financial statement purposes, the rent expense is recognized on a straight-
line bases over the lease term. Rent expense for the year ended September 30, 2002 was $4,204.

Minimum annual base lease obligations are as follows:

Years ended September 30:

2003 $ 21,860
2004 25,223
2005 ' 28,586
Total $ 75,669
(Continued)
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VAN CLEMENS & CO. INCORPORATED
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30, 2002

6. Commitments
The Company has a buy-out arrangement with its stockholders providing for the purchase of their stock

by the Company in the event of death of the stockholders. As of September 30, 2002, the Company’s
contingent liability was approximately $135,000, which would be payable in five annual installments.

7. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (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 September 30, 2002, the
Company had net capital of $65,587, which was $55,484 in excess of its required net capital of $10,103.
The Company’s ratio of aggregate indebtedness to net capital was 2.3 to 1.
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VAN CLEMENS & CO. INCORPORATED

SCHEDULE 1 - COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

AS OF SEPTEMBER 30, 2002

Net capital:
Total stockholders’ equity:
Non-allowed assets and/or charges:
Restricted securities
Furniture and equipment
Receivable from stockholder
Lease deposit and prepaid expenses

Net capital before haircuts on securities

Haircuts on securities:
Other

Total net capital

Aggregate indebtedness:
Accounts payable
Accrued liabilities

Contingent liability on stockholders buy-out arrangement upon death

Total aggregate indebtedness

Net capital requirement:

Greater of 6%,% of aggregate indebtedness, $5,000 or market making criteria

Excess net capital

Total net capital

Ratio of aggregate indebtedness to net capital

See Independent Auditors’ Report.
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5 225,904

2,805
302
146,081

10,886

160,074
65,830

243

$ 65,587
$ 10,759
5,712
135,000

b 151,471
$ 10,103

55,484

$ 65,587
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VAN CLEMENS & CO. INCORPORATED

SCHEDULE 1 - COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 (CONTINUED)

AS OF SEPTEMBER 30, 2002

RECONCILATION PURSUANT TO PARAGRAPH (d) (4) OF RULE 17a-5

Stockholders’ equity per Company focus filing as of
September 30, 2002
Adjustments:
Decrease valuation of restricted securities
Increase in depreciation expense
Write-off SIPC receivable
Increase accrued liabilities

Stockholders’ equity per annual report as of September 30, 2002

Non-allowable assets per focus filing as of September 30,
2002
Adjustments:
Decrease in restricted securities
Decrease in furniture and equipment, net
Decrease in SIPC receivable

Non-allowable assets per annual report as of September 30, 2002

Net capital per Company focus filing as of September 30, 2002

Audit adjustments to decrease stockholders’ equity
Change in non-allowable assets due to audit adjustments

Net capital per annual report as of September 30, 2002
Aggregate indebtedness per Company focus filing as of
September 30, 2002
Adjustment of accrued liabilities
Contingent liability on stockholders buy-out arrangement

upon death

Aggregate indebtedness per annual report as of September 30,
2002

$  (14,245)
(410)
(3,296)
(1,847)

$  (14,245)
(410)
(3,296)

$  (19,798)

17,951

$ 1,847

135,000

See Independent Auditors’ Report.
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$ 245,702
(19,798)

$ 225904
$ 178,025
(17,951)

$ 160,074
$ 67,434
(1,847)

$ 65,587
$ 14,624

136,847

b 151,471
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VAN CLEMENS & CO. INCORPORATED

SCHEDULE 2 - COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS UNDER RULE 15¢3-3

AS OF SEPTEMBER 30, 2002

Credit balances:
Free credit balances and other credit balance in customers’
security accounts

Customers’ securities failed to receive

Credit balances in firm accounts attributable to principal
sales to customers

Debit balances:
Debit balances in customers’ cash accounts excluding
unsecured accounts and accounts doubtful of collection
Less 1% haircut on aggregate customer debit balance
Fail-to-deliver of customers’ securities not older than 30

calendar days (including debit balances in continuous net
settlement accounts)

Excess of total credit over total debits

Required deposit (105% of excess of total credits over total
debits)

Amount held on deposit in “Reserve Bank Account” at
September 30, 2002

There were no material differences in the computation for determination of reserve requirements between the
amounts included in Part II of Form X-17a-5 and the above audited computations.

Credits Debits
$ -
$ -
s - 5 -
None
None
None

See Independent Auditors’ Report.
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VAN CLEMENS & CO. INCORPORATED

SCHEDULE 3 — INFORMATION FOR POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3

AS OF SEPTEMBER 30, 2002

Number of Market
Items - Valuation

Customers’ fully paid securities not in the respondent’s
possession or control as of the report date, for which
mnstructions to reduce to possession or control had been
1ssued as of the report date, but for which the required
action was not taken by respondent within the time frames
specified under Rule 15¢3-3. - $ -

Customers’ fully paid securities for which instructions to
reduce to possession or control had not been issued as of
the report date excluding items arising from “temporary
lags which result from normal business operations” as
permitted under Rule 15¢3-3. - $ -

See Independent Auditors’ Report.

12



~—

i }VAN CLEMENS & CO., INC.
V INVESTMENT SECURITIES

527 MARQUETTE AVE, SUITE2000 +  MINNEAPOLIS, MN 55402
(612) 758-9140  +  Fax: (612) 758-9199

March 4, 2003

US Securities and Exchange Commission
450 5™ Street, NW
Washington, D.C. 20549

RE: Amended Annual Audited Financial Statement

The NASD had requested that Van Clemens and Co., Inc. revise our annual report to
include the contingent liability in the aggregate indebtedness computation and
reconciliation to the Net Capital computation as of September 30, 2002. The requested
changes are included on pages 9 and 10.

If you have any questions, please contact me at 612-758-9141.
Thank you.
VAN CLEMENS AND CO., INC.

Cynthia M. Jenkins
President

CMJ/cj
Enclosures



