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OATH OR AFFIRMATION

I, /@1 chard Onesto , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

C-’\Sknfolq yCCufﬂL‘tJ I'\Q. , as
>3
of Deeen ber RE K ,20_0 2., 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:
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This report ** contains (check all applicable boxes): .
B (a) Facing Page. ' ‘
B (b) Statement of Financial Condition.

X (c) Statement of Income (Loss).

B¢ (d) Statement of Changes in Financial Condition.

& (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.
0
0
O
[
X

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

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

(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.

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

(I) An Oath or Affirmation.

-0 (m) A copy of the SIPC Supplemental Report.
&I (n) 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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- PricewaterhouseCoopers LLP
1177 Avenue of the Americas
New York NY 10036
Telephone (646) 471 4000
Facsimile  (813) 286 6000

Report of Independent Accountants

To the Board of Directors and Stockholder of

- Enskilda Securities Inc.

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Enskilda Securities Inc. (a wholly owned subsidiary of Enskilda
Securities AB) (the “Company”) at December 31, 2002, in conformity with accounting principles
generally accepted in the United States of America. This financial statement is the responsibility of the
Company’s management; our responsibility is to express an opinion on this financial statement based
on our audit. We conducted our audit of this statement in accordance with auditing standards generally
accepted in the United States of America, which require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statement is free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statement, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audit provides a

reasonable basis for our opinion.

March 25, 2003
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(A Wholly Owned Subsidiary of Enskilda Securities AB)
Statement of Financial Condition
As of December 31, 2002
Assets
Cash and cash equivalents $ 6,469,700
Receivable from broker-dealers 2,466,240
Receivable from customers 97,983
Furniture, equipment, and leasehold improvements, at cost

(less accumulated depreciation and amortization of $970,180) 427,360
Due from Parent 907,000
Deferred tax asset 259,752
Tax receivable 917,867
Other assets 153,369

Total assets
Liabilities and Stockholder's Equity
Payable to broker-dealers
Payable to customers
Accounts payable and accrued liabilities
Total liabilities

Commitments (Note 3)

Stockholder's equity:

Common stock - $.01 par value; authorized, issued and outstanding - 1,000 shares _

Additional paid-in capital
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

The accompanying notes are an integral part of this financial statement.

$

$ 11,699,271

97,983
2,466,240

3,076,664

5,640,887

10
2,125,990

3,932,384

6,058,384

$ 11,699,271
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Notes to Statement of Financial Condition

Organization

Enskilda Securities Inc. (the “Company”) is a wholly owned subsidiary of Enskilda Securities AB
(the “Parent”). The Company is registered as an introducing broker and dealer in securities under
the Securities Exchange Act of 1934 and is a member of the National Association of Securities
Dealers Inc. (“NASD”). The Company is also registered as an introducing broker with the
National Futures Association.

The Company’s activities primarily include research, effecting securities transactions in securities
listed on major European exchanges for U.S. institutional customers as well as providing
financial advisory services in connection with transatlantic mergers and acquisitions. Under an
agreement with a foreign affiliate, the Company introduces customers’ securities transactions to
the affiliate, which clears and settles the transactions on a RVP/DVP basis and forwards a file of
transactions executed to a U.S. clearing broker. The customer accounts are carried by the U.S.
clearing broker on a fully disclosed basis.

Customer securities transactions in U.S. listed securities are introduced by the Company to the
U.S. clearing broker, which clears the transactions on a fully disclosed basis.

Significant Accounting Policies

The Company considers all short-term investments with an initial maturity of three months or less
to be cash equivalents. All the cash and cash equivalents at December 31, 2001 were held by one
financial institution.

Deferred income taxes are recognized for the future tax consequences of differences between the
tax bases of assets and liabilities and their financial reporting amounts, based on enacted tax rates
applicable to the periods in which the differences are expected to affect taxable income.
Valuation allowances are established when necessary to reduce deferred tax assets to the amount
expected to be realized.

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

The fair value of all financial instruments approximates the book value due to the short-term
nature of such instruments.

Income Taxes

The Company’s deferred tax asset of $259,752 is primarily attributable to the difference in the
recognition of depreciation expense between financial and tax reporting purposes. No valuation
allowance has been established as management believes it is more likely than not that the
deferred tax asset will be realized.

Related Party Transactions

Effective January 1, 1995, the Company entered into a Legal Accounting by Office agreement
(the “Agreement”) with the Parent, under which the Company agreed to reimburse the Parent for
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research, trading and business support costs (“Allocated Costs™) provided by the Parent to the
Company. In accordance with the Agreement, as amended in 1998, research costs are allocated
to ESI based on the percentage of ESI’s commission revenue to the Parent’s total commission
revenue, and trading and business support expenses are allocated to ESI based on the number of
ESTI’s customer transactions to the number of the Parent’s total customers transactions.

5. Leases

The Company has obligations under noncancellable operating leases with terms in excess of one
year.

As of December 31, 2002, the minimum annual rental commitments under these noncancellable
leases, subject to escalation based on increases in certain costs incurred by the lessor, are as
follows: '

Period ending December 31:

2003 ' $ 365,810
2004 371,119
2005 252,002
2006 241,152
2007 253,712
Thereafter 555,152

$ 2,038,947

6. Pension Plans

The Company participates in a 401(k) plan and a defined contribution plan sponsored and
administered by an affiliate. The 401(k) plan covers all eligible employees of the Company and
the defined contribution plan covers all eligible US employees.

The Company participates in a defined contribution plan sponsored and administered by the
Parent. The plan covers all eligible non-US employees of the Company.

7. Financial Instruments With Off Balance Sheet Risk and Concentration of Credit Risk

The Company clears all of its securities transactions through clearing brokers on a fully disclosed
basis. Pursuant to the terms of the agreements between the Company and the clearing brokers,
the clearing brokers have the right to charge the Company for losses that result from a
counterparty’s failure to fulfill its contractual obligations.

As the right to charge the Company has no maximum amount and applies to all trades executed
through the clearing broker, the Company believes there is no maximum amount assignable to
this right. At December 31, 2002, the Company has recorded no liabilities with regard to the
right.
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In addition, the Company has the right to pursue collection or performance from the
counterparties who do not perform under their contractual obligations. The Company monitors
the credit standing of the clearing brokers and all counterparties with which it conducts business.

8. Net Capital Requirement

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, as defined, equal to the
greater of $100,000 or 6 2/3% of aggregate indebtedness, as defined. At December 31, 2002, the
Company had net capital of $3,368,483, which was $2,992,424 in excess of the amount required
0f $376,059. The ratio of aggregate indebtedness to net capital was 1.67 to 1.

The Company is exempt from SEC Rule 15¢3-3 under subparagraph (k) (2) (ii) because it does
not carry security accounts for customers or perform custodial functions related to customer
securities.




