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OATH OR AFFIRMATION

1, JOSEPH DEMATTEO . swear (or:}fﬁrm) that. to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
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B (a) Facing Page.

@ (b) Statement of Financial Condition.

@ (c) Statement of Income (Loss)..

{3 (d) Statement of Changes in Financial Condition.

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

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

@ (g) Computation of Net Capital.

O m Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
a Computation for Determination of the Reserve Requiremenis Under Exhibit A of Rule 15¢3-3.

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

(1) An Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.
O m 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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EXEIBIT A

WEINICK
WSI_ SANDERS 1375 BROADWAY
LEVENTHAL & CO., LLP NEW YORK, N.Y. 10018-7010
CERTIFIED PUBLIC ACCOUNTANTS 212-869-3333

Bt

FAX 212-784-3060
WWW.WSLCO.COM

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT

To the Members
Dematteo Monness, LLC.

We have audited the dccompanying consolidated statements cof financial
condition of Dematteo Monness, LLC. and subsidiary as at December 31, 2002
and 2001, and the related consclidated statements of income, changes in
members' equity, and cash flows for the years ended December 31, 2002 and
2001 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 respeonsibility is to express an opinion on these
financial statements based on our audits.

We conducted cur 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 reascnable 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 statements presentation. We believe that
our audits provide a reasonable kasis for cur opinion.

In our opinion, the consolidated finarncial statements referred to above present
fairly, in all material respects, the financial positicn cf Dematteo Monness,
LLC. and subsidiary as at December 31, 200Z arnd 2001, and the results of their
operations and their cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audits were conducted for the purpose of forming an cpinion on the basic
financial statements, taken as a whole. The informaticn contained in Exhibit
H is presented for purposes of additional analysis and 1s not a required part
of the basic financial statements, but is supplementary information required
by rule 17a-5 of the Securities and Exchange Commissicn. Such informaticn
has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinicn, is fairly stated in all
material respects in relation to the basic finapcial statements taken as a

New York, N. Y.
January 24, 2003

EMBER
An independent member of the INAA Group.
Members throughout the world,
R O U P  INTERNATIONAL NETWORK OF ACCOUNTANTS AND AUDITORS



EXHIBIT B
DEMATTEO MONNESS, LLC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF FINANCIZAL CONDITION

A S S ETS

December 31,

2002 2003
Current assets:
Cash ) $1,488,092 $3,574,573
Receivable from clearing broker 1,391,288 1,521,878
Prepaid expenses and other current assets 43,300 19,173
Total current assets 2,922,680 5,115,624
Property and eguipment, net of accumulated
depreciation of $440,970 and $2732,010, respectively 603,871 705,417
Other assets:
Investment in joint venture 1,518,750 943,750
Deferred charges - organization costs less accumulated
amortization of $29,768 and $26,443, respectively - 3,325
Deposits 292,175 292,175
Total other assets 1,810,925 1,239,250

$5,337,476 $7,060,291

LIABILITIES AND MEMBERS' EQUITY

Current liabilities:

Equipment notes - current portion $ 112,928 $ 137,945
Accrued expenses and other current liabilities 377,887 184,941
Income taxes payable - 255,700

Total current liabilities 490,815 578,586

Long-term liabilities:

Equipment notes - less current portion 1,468 114,397

Total liabilities 492,283 692,983
Commitment - -

Members' equity 4,845,193 6,367,308

$5,337,476 $7,060,291

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

WEINICK SANDERS LEVENTHAL & CO., LLP



EXHIBIT C
DEMATTEO MONNESS, LLC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF INCOME

For the Years Ended
December 31,

2002 2001
Revenues:
Commissions $24,979,171 $27,134,785
Less: Floor brokerage and clearance 3,138,887 4,350,991
Net revenues 21,840,284 22,783,754
Expenses:
Salaries and fringe benefits 2,863,376 1,467,450
Rent and utilities 663,099 650,142
Professional fees 289,173 322,904
Research 635,938 614,869
Regulatory and agency fees 365,505 495,287
Travel and entertainment 3,217,975 1,486,820
General office 673,547 533,767
Insurance 122,053 74,045
Sundry taxes 23,790 25,581
Depreciation and amortization 165,285 150,723
Charitable contributions 494,354 383,943
Total expenses 9,514,095 6,205,531
Income from operations 12,326,189 16,578,263
Interest income (expense) - net { 10,580) 27,133
Income before provision for income taxes 12,315,609 16,605,396
Provision for income taxes 525,000 680,700
Net income $11,790,609 $1%,924,69¢6

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

WEINICK SANDERS LEVENTHAL & CO., LLP



EXHIBIT D
DEMATTEO MONNESS, LLC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN MEMBERS' EQUITY

For the Years Ended
December 31,

2002 2001
Balance at beginning cof year $ 6,367,308 $ 3,457,035
Members' withdrawals ( 13,312,724) ( 13,014,423)
Net income 11,790,609 15,924,696

Balance at end of year $ 4,845,193 $ 6,367,308

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

WEINICK SANDERS LEVENTHAL & CO., LLP



EXHIBIT E
DEMATTEO MONNESS, LLC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended
Decembeyr 31,

2002 2003

Cash flows from operating activities:
Net income . $11,790,609 $15,924,696

Adjustments to recconcile net income to net
cash provided by operating activities:
Depreciation and amortization 165,285 150,723
Increase (decrease) in cash flows as
a result of changes in asset and
liability account balances:

Receivable from clearing broker 130,590 ( 74,357)
Prepaid expenses and other current assets ( 24,127) 59,366
Accrued expenses and other current liabilities 192,946 98,140
Income taxes payable { 255,700) 68,391

Total adjustments 208,994 302,263
Net cash provided by operating activitles 11,999,603 16,226,959

Cash flows from investing activities:

Investment in joint venture { 575,000) 943, 750)
Purchase of property and equipment ( 60,414) ( 131,285)
Net cash used in investing activities ( 635,414) ( 1,075,035)

Cash flows from financing activities:

Payment of equipment notes payable ( 137,846) ( 125,458)
Members' withdrawals ( 13,312,724) ( 13,014,423)
Net cash used in financing activities ( 13,450,670) ( 13,139,881)
Net increase {(decrease) in cash ( 2,086,481) 2,012,043
Cash at beginning of year 3,574,573 1,562,530
Cash at end of year $ 1,488,092 $ 3,574,573

Supplemental Disclosures of Cash Flow Information:
Cash paid during the year for:

Interest $ 31,986 s 32,730

Taxes $ 780,709 S 612,309

Supplemental Schedules of Noncash

Investing and Financing Activities:
Equipment financed S - S 8,939

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

WEINICK SANDERS LEVENTHAL & CO., LLP



EXHIBIT F
DEMATTEO MONNESS, LLC. AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES.
{(a) Description of Business:

The accompanying financial statements include the opera-
tions of DeMatteo Monness, LLC. ("DeMattec Monness") and its
wholly owned subsidiary, MoJo Air, LLC. {("MoJo"). All significant
intercompany balances and transactions have been eliminated in
consclidation.

DeMatteo Monness, LLC. (the Company) was formed as a
limited liability company on July 14, 1997 and will terminate on
December 21, 2057. The Company conducts its business as a
broker/dealer in securities and is registered with the National
Association of Security Dealers (NASD).

MoJdo Air, LLC. was formed as a limited liability company
on November 14, 2001. MoJo‘s principal asset is an interest in
small passenger aircraft used exclusively by DeMatteo Monness.

(b) Basis of Presentation:

The accompanving financial statements have been prepared
in accordance with accounting principles generally accepted in the
United States of America.

(c) 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 certain reported amounts and disclosures. Accordingly,
actual results could differ from those estimates.

(d) Concentrations of Credit Risk:

Financial instruments that potentially subject the Ccmpany
to significant concentrations of credit risk consist principally
of cash and commissions receivable. The Company places its cash
with high credit quality financial institutions which at times may
be in excess of FDIC insurance limit. The Company’s receivable
represents commissicns from completed security trades. The
Company clears from it’'s operations on a fully disclosed basis.

WEINICK SANOERS LEVENTHAL & CQO, LLP



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES. (Continued)
{(e) Commissions:

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

(f} Property and Equipment:

Property and equipment are being depreciated using the
straight-line method over the estimated useful lives of the
assets. Leasehold improvements are amortized over the life of the
lease.

(g) Income Taxes:
The Company and its subsidiary are treated as partnerships

for federal and state income tax purposes. However, they are
responsible for local taxes on income.

NOTE 2 - PROPERTY AND EQUIPMENT.
Property and equipment consist of:

December 31,

2002 2001

Leasehold improvements $ 167,362 $167,362
Furniture and fixtures 379,064 379,064
Equipment 498,415 438,001
1,044,841 984,427

Less: Accumulated depreciation
and amortization 440,970 279,010
$ 603,871 $705,417

Furniture and equipment with a cost of $514,301 has been
financed and collateralizes the equipment notes payable (see Note 3).
Depreciation and amortization of property and equipment amounted to
$161,960 and $144,771 in the years ended December 31, 2002 and 2001,
respectively.

. LLP



NOTE 3 - EQUIPMENT NOTES PAYABLE:

During 2001 and 2000 the Company financed the purchase cof
some of its furniture and equipment amounting to $514,301 through
leasing arrangements with bargain purchase options, which the
Company intends to exercise. The notes are payable in monthly
installments over various lease terms with effective annual
interest rates ranging from 10.1% to 24.7%. The underlying
assets, which were financed, serve as collateral for the notes
payable. The notes have been guaranteed personally by the
members.

The annual maturities of the notes payable are as follows:

Years Ending

D 2m X
2003 $112,928
2004 1,468

$114,396

NOTE 4 - COMMITMENT.
The Company entered into a lease commitment for office

space. The lease term is for 7 years and 3 months beginning in
October 1999. Minimum annual rent undexr the lease is as follows:

Years Ending

December 31
2003 $ 594,426
2004 624,650
2005 624,650
2006 624,650

Total minimum
annual rent $2,468,376

The Company has a $292,175 security deposit with the
landlord.

WSI_ WEINICK SANDERS LEVENTHAL & CQ.,

LLP



NOTE S - UNREALIZED LOSS ON INVESTMENT.

DeMatteo Monness invested in both the common stock of the
Nasdag Stock Market, Inc. ("Nasdag") and warrants to purchase the
common stock through a private placement offered to the members of
the National Association of Securities Dealers, Inc. (the "NASD").
As at December 31, 2002, there was no market for the stock and
warrants and accordingly, no value has been placed on them.

NOTE 6 - 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 {and the rule of the applicable exchange also
provides that equity capital may not be withdrawn or cash dividends
paid if the resulting net capital ratio would exceed 10 to 1). At
December 31, 2002 the Company had net capital of $2,376,913. The
Company‘s net capital ratio was .21 to 1.

WEINICK SANDERS LEVENTHAL & CO., LLP



EXHIBIT G

WEINICK
WSI- SANDERS 1375 BROADWAY
LEVENTHAL & CO., LLP NEW YORK, N.Y. 10018-70410
CERTIFIED PUSLIC ACCOUNTANTS 212-869-3333

FAX 212-784-3060
WWW. WSLCO.COM

INDEPENDENT AUDITOR'S REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

To the Members
Dematteo Monness, LLC.

In planning and performing our audits of the consolidated financial statements
of Dematteo Mcnness, LLC. and subsidiary as of and for the years ended December
31, 2002 and 2001, we considered its internal control, including procedures 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, we have made a study of the practices and procedures {including
tests of compliance with such practices and procedures) followed by Dematteo
Monness, LLC. that we considered relevant to the objectives stated in rule 17a-
5(g), {1) in making the periocdic computations of aggregate indebtedness (or
aggregate debits) and net capital under rule 17a-3(a) (11), and the procedures
for determining compliance with the exemptive provisions of rule 15¢3-3. We
did not review the practices and procedures followed by the Company 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 of securities under section 8 of Regulation
T of the Board of Governors of the Federal Reserve System, because the Company
does not carry security accounts for customers or perform custodial functions
relating to customer securities.

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 Commission's above menticned objectives. Two of the objectives
of internal control and the practices and procedures are to provide management
with reascnable, 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 accounting principles generally accepted in the
United States of America. Rule 17-a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

An independenl member of the INAA Group.
Membaers throughout ths worid.

R O U P  INTEANATIONAL NETWORK OF ACCOUNTANTS AND AUDITORS



Because of inherent limitations in any 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 operations 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 1s a condition in which the design or operation of one or
more 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 emplovees in the normal course of
performing their assigned functions. However, we noted no matters involving
internal contrel, 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
Commission to be adequate for its purposes 1n 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 and 2001 to meet the Commission's objectives.

This report is intended solely for the information and use of management, the
Securities and Exchange Commission and other regulatory agencies which rely on
Rule 17a-5(g) under the Securities Exchange Act ©f 1824 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.

New York, N. Y.
January 24, 2003

WSI_ WEINICK SANDERS LEVENTHAL & CO, LLP



EXHIBIT H
DEMATTEQO MONNESS, LLC. AND SUBSIDIARY

COMPUTATION OF NET CAPITAL UNDER RULE 15c¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

AS AT DECEMBER 31, 2002

Net capital:

Members' equity $4,845,193
Deductions:

Non-allowable assets $2,458, 096
Haircuts 10,184

Total deductions 2,468,280

Net capital 2,376,913

Less: Minimum capital required 100,000

Excess net capital $2,276,913

Aggregate indebtedness $ 492,283

Percentage of aggregate indebtedness to net capital 21.0%

A reconciliation is not included since there are no material differences from
the Company's computation of net capital per the amended focus report.

WSI_ WEINICK SANOERS LEVENTHAL & CQ., LLP



