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BX {g) Computationr of Net Capital. ‘

L) Comgputation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

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

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

EX (1) An Oath or Affirmation.

£} (m) A copy of the SIPC Suppiemental Report.
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INDEPENDENT AUDITORS' REPORT

Board of Directors
First American Securities, Inc.
Minneapolis, Minnesota

We have audited the accompanying statements of financial condition of First American Securities, Inc. (a
wholly owned subsidiary of Mathews Financial, LLC) as of December 31, 2003 and 2002, and the related
statements of operations, stockholder's equity and cash flows for the years then ended that you are fifing
pursuant to rule 17a-5 under the Securiies Exchenge Act of 1934. These financia! stalements zre e
responsibility of the Company's management. Our responsibility is to express an opinion on these finands
statements based on qur audits.
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FIRST AMERICAN SECURITIES, INC.

STATEMENTS OF FINANCIAL CONDITION
December 31, 2003 and 2002

ASSETS
2003 2002
CASH AND CASH EQUIVALENTS 3 23507 % 10,799
COMMISSIONS RECEIVABLE - 3,472
PREPAID EXPENSES 5,812 1,604
EQUIPMENT, NET 358 597
TOTAL ASSETS $ 29677 $ 16472
LIABILITIES AND STOCKHOLDER'S EQUITY
LIABILITIES
Accounts payable 3 567 $ -
Commissions payable - 1,576
Total Liabilities 567 1,578
STOCKHOLDER'S EQUITY
Common stock, voting, $.01 par value per share 4,640 4,640
5,000,000 shares authorized
464,000 shares issued and outstanding
Common stock, non-voting, $.01 par value per share 400 400
5,000,000 shares authorized
40,000 shares issued and outstanding
Additional paid-in capital 164,951 164,851
Accumulated deficit (140.881) (155,095)
Total Stockholder's Equity 29.110 14,896
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY 28677 $ 16472

See accompanying notes to financial statements.
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FIRST AMERICAN SECURITIES, INC.

STATEMENTS OF OPERATIONS
Years Ended December 31, 2003 and 2002

2003 2002
REVENUES:
Comimissions and fees $ 208032 $ 38,003
Interest income 53 182
298,085 38.185
EXPENSES:
Sales commissions 180,634 22,427
Other operating expenses 68,287 44,568
248,921 66.995
INCOME TAXES - -
NET INCOME (LOSS} $ 49,164 $__ (28810)
See accompanying notes to financial statements.
Page 3
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FIRST AMERICAN SECURITIES, INC.

STATEMENTS OF STOCKHOLDER'S EQUITY
Years Ended December 31, 2003 and 2002

Common Stock Additional
Non- Paid-In Accumulated
Voting Voting Capital Deficit Total

BALANCES, December 31, 2001 $ 4640 $ 400 3 164851 $ (126,285) $ 43,706

2002 net loss - - - {28.810) {28,810)
BALANCES, December 31, 2002 4,640 400 164,951 ' {155,095) 14 885

Dividends paid - - - (34,950) (34,850}

2003 net income - - - 49,164 49 164

BALANCES, December 31,2003 3 4540 $ 400 $ 164951 $_ (140881} § 29110

See accompanying notes to financial statements.



FIRST AMERICAN SECURITIES, INC.

STATEMENTS OF CASH FLOWS
Years Ended December 31, 2003 and 2002

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)
Adjustments to reconcile net income {loss) to net cash flows from
operating aclivities:
Depreciation
Changes in operating assets and liabilities:
Commissions receivable
Prepaid expenses
Accounts payable
Commissions payable
Net Cash Flows from Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Distributions to stockholder
Net Cash Flows from Financing Activities

Net Change'in Cash and Cash Equivalents
CASH AND CASH EQUIVALENTS - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

See accompanying notes fo financial statements.

2003 2002
$ 49,164 $ (28,810)
238 397
3,472 (3,472)
(4,208) (1,604)

567 1,576
(1,576} -
47658 (31.913)
{34.950) -
{34.850) -
12,708 (31,913)
10.799 42,712

$ 23507 $ 10799
Page 5
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FIRST AMERICAN SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2003 and 2002

NOTE 1 - Summary of Significant Accounting Policies

Nature of Business

The Company is a securiies broker/dealer and is a member of the National Association of Securities
Dealers and the Securities Investor Protection Corporation. The Company was incorporated on November
10, 1993 and was approved for membership in NASD on December 15, 1884. The Company’s brokerzge
activity is transacted on a fully disclosed basis through a clearing broker.

As is typical in the industry, the Company engages in activities with various financial institutions and brokers.
in the event these counter parties do not fulfill their obligations, the Company may be exposed to risks.

Securities Transactions
Securities transactions and related commission income and expenses are recorded on a trade-date basis.
Cash and Cash Equivalents
For purposes of reporting the statement of cash filows, the Compeny considers afl cash accoimts, which are
not subject to withdrawa! restrictions or penalties, and all highly liqiid dobt inzin

maturity of three months or less o be cash equivelents, Cosh balences b axesss A FDIC a8 ¢
insurance coverages are subject to the usua! banking risks asscdiated with finds in excess of those fmits.

o -—l---::‘l it o

Commissions receivable

The commissicns recsivadle are unsecured and no afowance for doud i scooun's & considersd necessay
at December 31, 2003 and 2002.

Equipment

Equipment is staled at cost and is depreciated over estimaled usaf! Brzs of 5 3
methods. Accurmulated deprectation was 3384 and 8845 ot Docombs

Income Taxes

Deferred taxes are provided on 2 labifity method wherehy deferpsd o sooals oro oo ol T Sl
temporary differences and net opeuraﬁng kxss myfmﬁs 3&6 deferfw tax naatmes are .ecag:mm o
taxable rary dffcrances, Temporzsy Sleencer o T oot oo ) .
assels and abiites and thelr tax basss. ue:can*”’ s &S-:xem @ cae:mrf.-.a ,.ry

the opinion of manageme L Do moro Ty L oL L o

not be reglized. Deferred i2x asseis
r=ies on the date of enactment.




FiRST AMERICAN SECURITIES, INC.

NOTES TO FINANCHAE. STATERENTS
December 31, 2003 and 2002

NOTE 1 - Summary of Significant Ascausnt R

Estimates

The prepearaiion of financzt siatements & 2o ST BEis
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FIRST AMERICAN SECURITIES, INC.

COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS UNDER

RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
As of December 31, 2003

COMPUTATION OF NET CAPITAL

Total stockholder’s equity

Deductions and/or charges:
Non-allowable assets:

Non-allowable cash equivalent $ 1,068
Prepaid expenses $ 5,812
Equipment, net $ 358

Total non-allowabie assets
Net capital before haircuts on securities positions
Haircuts on securities positions
Net capital

COMPUTATION OF AGGREGATE INDEBTEDNESS
Total fiabifities from statement of financial condition
COMPUTATION OF BASIC MET CAPITAE BECUIRSNTNY
Mintmum net capital requirement
Excess net capitsl at 1,508 peroent
Excess net capiial at 1,868 poroant
Ratio: Aggregzte indehiedness io net capiiat
RECUHRGAGION i n CUEPARTY'S COMPUTATION

at ~opmt o %S S ST B e T L.
Nww—.—&-, RS SR IR A ;_._.‘_«_<.4 R

Fom X-17AS{ gu“g&me& &5 Of Decamnel 4L, 2000
Net zudit adjustnents

et capie] per sbove

$ 29110

7.238

21,872

$ 21872

567

$ 5000

S 16872

25,815
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INDEPENDENT AUDITORS' SUPPLEMENTARY REPORT
ON INTERNAL ACCOUNTING CONTROL

Board of Directors
First American Securities, Inc.
Minneapolis, Minnesota

In planning and performing our audit of the financial statements and supplemental schedule of First
American Securities, Inc. for the year ended December 31, 2003, we considered its internal control,
including control activities for safeguerding securities, in order to determine owr auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on the intemal
control structure.

Also, as required by rute 17a-5(g}(1) of the Securities and Exchange Commission {SEC), we have made a
study of the praciices and procedures fofiowed by the Company including &ests of such practices and
pmcedmes that we wme:ed :aem? ’c the c&:;ec:ﬁwes “*’”tetf zr; ruE;; g?’ g; i m«mg ﬂzo ;e;;&
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Because of inherent limitations in internal control or the practices and procedures referred to above, errors
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.

Our consideration of the internal control would not necessarily disclose all matters in internai contro! 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
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, 2003 to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC
and other regulatory agencies that 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.

W@f%uf

Minneapolis, Minnesota
February 23, 2004
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