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ANNUAL AUDITED REPORT FACING PAGE SEC FILENO.

Information Required of Brokers and Dealers
FORM X-17A-5 Pursuant to Section 17 of the Securities Exchange Act of 1934 and Rule 17a- 8.37854

' PART III 5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01/01/02 AND ENDING 12/31/02
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

Official Use Only

' NAME OF BROKER-DEALER:

2 FIRMID.NO,

Calamos Financial Services, Inc. A

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: e s

(Do not use P.O. Box No.) L7
Bl 1111 E. Warrenville Rd ' i _s07 A

{No. and Street) W/
l Naperville IL 60563
(City) (State) (Zip Code)

' NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Patrick H. Dudasik 630.245.7200
i (Area Code -- Telephone No.)

i B. ACCOUNTANT IDENTIFICATION
r INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
(Name -- if individual, state last, first, middle name)
KPMG LLP
303 East Wacker Drive, 14" Floor Chicago Ilinois 60601-5212

(ADDRESS) Number and Street City State Zip Code

CHECK ONE: X Certi.ﬁed Public Accountant /PROCESSED
Public Accountant / MAR i 82003

Accountant not resident in United States or any of its possessions,
FOR CFFICIAL USEONLY -

fwd J-X 1 ON
FINRA ClAL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant must be supported by a
statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(¢)(2).
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OATH OR AFFIRMATION

I, Patrick H. Dudasik, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial statements
and supporting schedules pertaining to the firm of Calamos Financial Services Inc as of December 31, 2002, 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.

A 11Dl

Name: Patrick H. Dudasik
Title: Executive Vice President, CFO & CAO

OFFICIAL SEAL

MARK INFANGER

NOTARY PUBLIC, STATE OF ILLINOIS
MY COMMISSION EXPIRES:02/16/06 § . .
: aansSThis report ** contains (check all applicable boxes):

(a) Facing Page

(b)  Statement of Financial Condition

(c)  Statement of Income

(d) Statement of Cash Flows

(e)  Statement of Changes in Stockholder's Equity of Partners' or Sole Proprietor's
Capital

) Statement of Changes in Liabilities Subordinated to Claims of Creditors

(g) Computation of Net Capital

(h)  Computation for Determination of Reserve Requirement Pursuant to Rule 15¢3-3

()  Information Relating to the Possession or Control Requirements Under Rule

15¢3-3
(i) A Reconciliation, including apnropriate explanation, of the computation of Net

Capital Under Rule 15¢3-1 and the Computation for Determination of the Reserve Requirements
Under Exhibit A Rule 15¢3-3

Schedule of Segregation Requirements and Funds in Segregation Pursuant to
Commodity Exchange Act
(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) A Report describing any material inadequacies found to exist or found to have
existed since the date of the previous audit

00 O HHA HeA

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3)
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CALAMOS FINANCIAL SERVICES, INC.
Financial Statements and Schedule
December 31, 2002

(With Independent Auditor’s Report Thereon)
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303 East Wacker Drive
Chicago, IL 60601-5212

Independent Auditors’ Report

The Stockholder
Calamos Financial Services, Inc.:

We have audited the accompanying statement of financial condition of Calamos Financial Services,
Inc. (the Company) as of December 31, 2002, and the related statements of income, changes in
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. Qur 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 Calamos Financial Services, Inc. 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 for the year ended December 31, 2002 was made 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.

KFPm G cel

February 24, 2003

. . l l KPMG LLP KPMG LLP a U.S. limited lizbility partnership, is
a member of KPMG International, a Swiss association.



CALAMOS FINANCIAL SERVICES, INC.

Statement of Financial Condition

December 31, 2002

Assets
Assets:

Cash
Receivables:
Affiliates — net
Affiliated funds
Securities owned
Investment in partnership
Prepaid expenses and other assets

Total assets

Liabilities and Stockholder’s Equity
Liabilities:
Payable to brokers
Accounts payable and accrued expenses

Stockholder’s equity:
Common stock, $1 par value, 1,000 shares
authorized, issued and outstanding
Additional paid-in capital
Retained earnings

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

See accompanying notes to financial statements.

43,452

2,442,312
1,427,927
4,032,850
281,738
89,796

8,318,075

2,647,918
144,526

2,792,444

1,000
268,265
5,256,366

5,525,631

8,318,075




CALAMOS FINANCIAL SERVICES, INC.
Statement of Income

Year ended December 31, 2002

Revenues:
Distribution fees $ 9,004,665
Commissions 3,268,039
Net realized and unrealized loss (323,991)
Other income 105,542
Interest and dividends 20,577
12,074,832
Expenses:
Distribution expenses 7,850,913
Marketing expenses 183,226
Brokerage fees 131,018
Occupancy 32,496 -
Dues, licenses, and fees 59,998
Other operating expenses 230,584
8,488,235
Net income $ 3,586,597

See accompanying notes to financial statements.




CALAMOS FINANCIAL SERVICES, INC.
Statement of Changes in Stockholder’s Equity
Year ended December 31, 2002

Additional
Common paid-in Retained
stock capital earnings Total
Balance at December 31, 2001 3 1,000 268,265 5,169,769 5,439,034
Net income — — 3,586,597 3,586,597
Dividends paid ' — — (3,500,000) (3,500,000)
Balance at December 31, 2002 $ 1,000 268,265 5,256,366 5,525,631

See accompanying notes to financial statements.



CALAMOS FINANCIAL SERVICES, INC.

Statement of Cash Flows

Year ended December 31, 2002

Cash flows from operating and investing activities:
Net income
Adjustments to reconcile net income to net cash provided
by (used in) operating and investing activities:
Change in unrealized appreciation of investment in partnership
Commissions received in Partnership units
Net change in:
Receivables from affiliates — net
Receivables from affiliated funds
Securities owned
Prepaid expenses and other assets
Payables to brokers
Accounts payable and accrued expenses

Total adjustments
Net cash provided by operating and investing activities

Cash flows used in financing activities:
Dividends paid

Net cash used in financing activities
Net increase in cash

Cash at beginning of year

Cash at end of year

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

See accompanying notes to financial statements.

$

$

$

3,586,597

(7,264)
(94,540)

1,151,139
(209,126)
(1,421,842)
(41,398)

601,948
(43,477)

(64,560)

3,522,037

(3,500,000)

(3,500,000)

22,037
21,415

43,452

40,000
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CALAMOS FINANCIAL SERVICES, INC.
Notes to Financial Statements

December 31, 2002 and 2001

Summary of Significant Accounting Policies
Nature of Business

Calamos Financial Services, Inc. (the Company) is a wholly owned subsidiary of Calamos Holdings,
Inc. (CHI). The Company, a registered broker and dealer in securities under the Securities Exchange
Act of 1934, is (1) the sole distributor of the Calamos Family of Mutual Funds (collectively the
Funds), (2) an introducing broker/dealer in the purchase and sale of securities and security options,
and (3) a broker/dealer in the purchase and sale of securities and security options for the Funds.

Securities Owned

Readily marketable securities owned are carried at market value. Not readily marketable securities
are valued at fair value. The Company currently records certain non-marketable securities at cost,
which i1s management’s best estimate of fair value. The Company records corporate security
investments on a trade date basis.

Income Taxes

The Company has elected to be taxed as an “S” corporation under the Internal Revenue Code.
Therefore, the net income or loss of the Company is included in the income tax return of the
Company’s stockholder.

Investment in Partnership

The Company has a 2.1% interest and is the General Partner in the Calamos Multi-Strategy Limited
Partnership (Partnership). The investment in partnership is carried at the net asset value of the
partnership units held by the Company.

Revenues and Expenses

Commission revenues and brokerage expenses are recorded on the settlement date. The use of
settlement date rather than trade date does not have a material effect on the Company’s financial
statements. The Company recognized realized and unrealized gains and losses on investments in
securities and partnership in the statement of income for the periods presented.

Use of Estimates in the Preparation of Financial Statements

Management of the Company has made a number of estimates and assumptions relating to the
reporting of assets and liabilities and the disclosure of contingent assets and liabilities to prepare
these financial statements in conformity with accounting principles generally accepted in the United
States of America. Actual results could differ from those estimates.

Related-party Transactions

Calamos Asset Management, Inc. (CAM), a company wholly owned by CHI, shares personnel, office
space, and equipment with the Company. Expenses and costs, which benefit both companies, are allocated
in accordance with an informal cost-sharing agreement. All personnel compensation and benefits expenses
are recorded on the books of CAM and not allocated to the Company. Expenses allocated to the Company
from operating leases were $32,496 in the year ended December 31, 2002.

6 {Continued)
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CALAMOS FINANCIAL SERVICES, INC.
Notes to Financial Statements

December 31, 2002 and 2001

The Company is party to a non-recourse agreement with CAM to sell and transfer outright all of its rights,
title, and interest in certain fee payments to CAM. In accordance with this agreement, the fee payments
specifically consist of and are limited to: (a) Class B distribution fees; (b) Class C distribution and services
fees (with respect to Class C Shares during the first year after such shares are purchased); and (c)
contingent deferred sales charges on Class A, Class B, and Class C shares of the Funds. In exchange for
fees identified above, CAM agrees to pay the Company an amount equivalent to the following: (a) amounts
required to make commission payments on Class A shares of the Funds for purchases through net asset
value privileges; (b) commission payments on Class B shares of the Funds; (c) amounts required to make
12b-1 fee payments to financial service firms with respect to Class C shares of the Funds during the first
year after shares are purchased; (d) amounts expended by the Company for other types of payments, such
as administrative service fees and payments related to annuity products; (e) amounts for other marketing

services and other support services performed with respect to the Funds; and (f) other amounts as agreed
upon from time to time.

The Company is the distributor for the Funds. For the year ended December 31, 2002, the Company earned
$9,004,215 of distribution fees from the Funds that are not subject to the above mentioned agreement with
CAM. The Company earned commissions of $3,108,701 from the sale of shares of the Funds and from the
execution of securities transactions of the Funds for the year ended December 31, 2002. Expenses and
costs paid by the Company on behalf of the Funds are billed to the Funds. Uncollected commissions,
distribution fees, and expenses due from the Funds at December 31, 2002 were $1,427,927.

For the year ended December 31, 2002, CAM paid the Company $28,093,397 for commission payments
made by the Company on Class A, B, and C fund share sales. At December 31, 2002, the Company had a
receivable from CAM of $2,373,391 for commission payments made by CFES for fund share sales.

The Company receives an annual management fee equal to 1% of net assets for its services as General
Partner of the Partnership. The management fee is received in the form of additional investment units in
the Partnership and is included in other income in the Statement of Income.

From time to time, other receivables and liabilities are generated in the course of business between the

Company and its affiliates. These amounts are considered immaterial for the period ended December 31,
2002.

Securities Owned
At December 31, 2002 securities owned consist of the following:

Securities owned:

Calamos mutual funds $ 2,109,618
Common stock 50,000
Money market funds 1,853,132
Warrant, not readily marketable 20,100
$ 4,032,850

7 (Continued)
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CALAMOS FINANCIAL SERVICES, INC.
Notes to Financial Statements

December 31, 2002 and 2001

Payable to Brokers

For the period ending December 31, 2002, the Company had payments due to brokers in the amount of
$2,647,918. This liability is comprised of the following:

Payable to Brokers:
12b-1 distribution fees $ 2,509,284
Commissions 138,634

$ 2,647,918

Regulatory and Net Capital Requirements

As a broker/dealer, the Company is subject to the Securities and Exchange Commission’s Uniform Net
Capital Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital and that the ratio of
aggregate indebtedness to net capital (net capital ratio), both as defined, shall not exceed $185,986 and 15
to 1, respectively. At December 31, 2002, the Company had net capital of $2,330,283, which was
$2,144,297 in excess of its required net capital. The Company’s net capital ratio was 1.2 to 1.

Agreement with Wexford Clearing Corporation

The Company has an agreement whereby the Company transacts, on a fully disclosed basis, all customer
business through Wexford Clearing Corporation. In the event of non-performance by its customers, the
Company has guaranteed payment for securities purchased and delivery of securities sold pursuant to this

agreement. This guarantee is considered to have a remote risk of loss, and historical loss experience is
negligible.

Subsequent Events

In February 2003, the Company received from CAM $3,056,635 for the repayment of intercompany
obligations. The Company subsequently distributed a dividend to CHI in the amount of $3,056,635.



Schedule
CALAMOS FINANCIAL SERVICES, INC.
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission
December 31, 2002
Computation of net capital:
Total stockholder’s equity $ 5,525,631
Deduct:
Nonallowable assets:
Receivable from affiliate 2,442,312
Prepaid expenses and other assets 89,796
Investment in partnership ‘ 281,738
Non-marketable securities 20,100
Haircuts on securities positions 361,402
Total deductions 3,195,348
Net capital 2,330,283
Minimum net capital requirement 185,986
Net capital in excess of requirement $ 2,144,297
Aggregate indebtedness — accounts payable,
accrued expenses, and other liabilities $ 2,789,796
Ratio of aggregate indebtedness to net capital 120%

The above computation does not differ from the computation of net capital under Rule 15¢3-1 as of
December 31, 2002 filed by Calamos Financial Services, Inc. in its amended Form X-17A-5 with the National
Association of Securities Dealers, Inc. on January 27, 2003.

The Registrant is not required to compute the Reserve Requirements under Exhibit A of Rule 15¢3-3(k)(2)(i1)
or to include Information Relating to the Possession or Control Requirements under Rule 15¢3-3 because the

Registrant is an introducing broker and promptly transmits all customer funds and securities to the clearing
broker who carries the accounts of such customers.

See accompanying independent auditors’ report.
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303 East Wacker Drive
Chicago, 1L 60601-5212

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

The Stockholder
Calamos Financial Services, Inc.:

In planning and performing our audit of the financial statements of Calamos Financial Services, Inc.
(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 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 security accounts for customers nor perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in making the
quarterly securities examinations, counts, venfications, and comparisons, and the recording of
differences required by Rule 17a-13 or in complying with the requirements for prompt payment for
securities under Section 8 of Federal Reserve Regulation T of the Board of Govemors 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 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 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 accordance with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the

preceding paragraph.

I .. . KPMG LLP KPMG LLP a U.S. limited liability partnership, is
a member of KPMG International, a Swiss association.
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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 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 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 performmg
their assigned functions. However, we noted no matters involving internal control 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 director, management, SEC, 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 brokers and dealers, and
is not intended to be and should not be used by anyone other than these specified parties.

KPME cor

February 24, 2003



