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OATH OR AFFIRMATION
[, _William A. Wolhar , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supportmo schedules pertaining to the firm of
Brlttlngham, Inc.

3

, as
of ¢ oteomber 30 20 04 , are true and correct. [ further swear (or affirm) that
JTp LCu-LUCJ. AV

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:

None

(The accompanying statements will be made avai_lable to all Members and Allied Members)

/ . /
%Zém 4 //%r——"’
Sigoature
President - C0O

z Title

uspcvrt o contams (check all applicable boxes):
(a) I_’_gar,mg 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.
(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.
(3) 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.

(1) Az Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

_—fﬁat‘ary Public

ooo o DDDDDDDDDD?

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




BRITTINGHAM, INC.
Financial Statements and Schedule
September 30, 2004
(With Independent Auditors’ Report Thereon)
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M KPMG LLP

16801 Market Street
Philadelphia, PA 19103-2499

Independent Auditors’ Report

The Board of Directors
Brittingham, Inc.:

We have audited the accompanying statement of financial condition of Brittingham, Inc. as of
September 30, 2004, 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 Brittingham, Inc. as of September 30, 2004, 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 conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedule 1 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.

KPMe P

November 5, 2004

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.



BRITTINGHAM, INC.
Statement of Financial Condition

September 30, 2004

Assets

Cash and cash equivalents

Marketable securities

Exchange membership (market value — $1,050,000)
Prepaid assets

Other assets

Total assets
Liabilities and Stockholders’ Equity
Liabilities:
Accounts payable and accrued expenses
Deferred income taxes
Total liabilities

Stockholders’ equity:
Preferred stock, $300 par value; authorized 1,500 shares; issued
1,233 shares
Common stock, $1 par value; authorized and issued 500 shares
Additional paid-in capital
Retained earnings
Less cost of 150 common shares in treasury

Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying notes to financial statements.

178,801
207,164
539,500

5,786

55,111
936,362

120,372
139,723

260,095

369,900
500
49,700
368,202
(62,035)

726,267

986,362
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BRITTINGHAM, INC.
Statement of Operations
Year ended September 30, 2004

Income:
Security commissions
Floor brokerage commissions, net
Interest and dividends
Unrealized appreciation of marketable securities
Realized gain on sale of security
Other income’

Expenses:
Employee compensation and benefits
Communication costs
Occupancy and other equipment costs
Other expenses

Income before income tax expense
Income tax expense

Net income

See accompanying notes to financial statements.

267,826
176,417
23,195
19,272
3,887
904

491,501

346,879
32,749
45,035
48,255

472,918

18,583
4,250

14,333
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BRITTINGHAM, INC.
Statement of Cash Flows
Year ended September 30, 2004

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash used in operating activities:

Unrealized appreciation of marketable securities
Gain on sale of securities

Increase in other assets

Increase in prepaid assets

Decrease in accounts payable and accrued expenses
Increase in deferred income taxes

Net cash used in operating activities

Cash flows from investing activities:
Purchase of marketable securities
Proceeds from sale of marketable securities

Net cash provided by investing activities

Cash flows from financing activities:
Dividends paid

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplementary information:
Income taxes paid

See accompanying notes to financial statements.

$

14,333

(19,272)
(3,887)
(4,949)

(990)

(10,599)

4,282

(21,082)

(88,107)
104,047

15,940

(14,796)

(14,796)

(19,938)
198,739

178,801

2,377
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BRITTINGHAM, INC.
Notes to Financial Statements
September 30, 2004

Summary of Significant Accounting Policies

Brittingham, Inc. (the Company) is a broker of securities and a member of the New York Stock Exchange.
Rule 17a-5 under the Securities Exchange Act of 1934 requires broker-dealers to file a complete set of
financial statements with the Securities and Exchange Commission {the Commission). The statements are
required to cover the period since the immediately preceding filing with the Commission, and accordingly,
these financial statements are for the year ended September 30, 2004.

Transactions in securities, including the related security commissions, are recorded on a trade-date basis.
Exchange membership is carried at cost.

Marketable securities traded on a national exchange are valued at the last reported sales price on the last
business day of the year; marketable securities traded on the over-the-counter market are valued at the
mean between the last reported bid and asked prices.

For the purposes of the statement of cash flows, the Company considers all highly liquid investment
instruments with original maturities of three months or less to be cash equivalents. In the accompanying
statement of cash flows, all short-term investments are considered cash equivalents.

(a) Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and
their respective tax bases. Deferred tax assets and liabilities are measured using enacted fax rates
expected to apply to taxable income in the years in which those temporary differences are expected
to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the enactment date.

(b)  Use of Estimates

The preparation of financial statements 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.

(¢) Recent Accounting Pronouncements

In May 2003, the Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards (SFAS) No. 150, Accounting for Certain Financial Instruments with
Characteristics of Both Liabilities and Equity. SFAS No. 150 establishes standards for how an issuer
classifies financial instruments with characteristics of both liabilities and equity. It requires that an
issuer classify these financial instruments as a liability (or, in certain circumstances, an asset).
Previously, these financial instruments would have been classified entirely as equity, or between the
liabilities section and equity section of the statement of financial condition. SFAS No. 150 also
addresses questions about the classification of certain financial instruments that embody obligations
to issue equity shares. The provisions of SFAS No. 150 are effective for interim periods beginning
after June 15, 2003. The adoption of SFAS No. 150 did not have an impact on the Company’s results
of operations, financial condition, or equity.

6 (Continued)
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BRITTINGHAM, INC.
Notes to Financial Statements

September 30, 2004

In January 2003, the FASB issued Interpretation No. 46, Consolidation of Variable Interest Entities
(FIN 46), which addresses how a business enterprise should evaluate whether it has a controlling
financial interest in an entity through means other than voting rights and, accordingly, whether it
should consolidate the entity. FIN 46 Revised (FIN 46R), issued in December 2003, replaces FIN 46.
FIN 46R requires public entities to apply FIN 46 or FIN 46R to all entities that are considered
special-purpose entities in practice and under the FASB literature that was applied before the
issuance of FIN 46 by the end of the first reporting period that ends after December 15, 2003. For
any variable interest entities (VIEs) that must be consolidated under FIN 46R, the assets, liabilities,
and noncontrolling interests of the VIE initially would be measured at their carrying amounts with
any difference between the net amount added to the balance sheet and any previously recognized
interest being recognized as the cumulative effect of an accounting change. If determining the
carrying amounts is not practicable, then fair value at the date FIN 46R first applies may be used to
measure the assets, liabilities, and noncontrolling interest of the VIE. The adoption of FIN 46R did
not have a material impact on the Company’s results of operations, financial condition, or equity, nor
has there been any additional requirement for disclosure.

Customers’ Accounts

All customers” accounts are carried by a correspondent broker on a fully disclosed basis, and accordingly,
the Company is not required to maintain or compute a reserve pursuant to Rule 15¢3-3 of the Securities
Exchange Act of 1934.

Net Capital

The Company, as a registered broker and dealer in securities, is subject to the Commission’s Uniform Net
Capital Rule (Rule 15¢3-1).

Under the computation provided by Rule 15¢3-1, the Company is required to maintain “net capital” equal
to the greater of $5,000 or 6-2/3% of “aggregate indebtedness.” Rule 15¢3-1 also requires that the ratio of
aggregate indebtedness to net capital, as those terms are defined in the Rule, shall not exceed 15 to 1. At
September 30, 2004, the Company had a ratio of aggregate indebtedness to net capital of approximately
0.42 to 1 and a net capital requirement of $7,329. Aggregate indebtedness and net capital, as defined, were
$109,930 and $261,385, respectively, at September 30, 2004.

Investments

Marketable securities consisted of the following at September 30, 2004:

Gross Gross Carrying
unrealized unrealized (fair)
Cost gains losses value
Corporate bonds $ 81,833 5,205 — 87,038
Preferred stock 76,530 — 8,204 68,326
Corporate bonds funds 56,937 — 5,137 51,800
$ 215,300 5,205 13,341 207,164

7 (Continued)
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BRITTINGHAM, INC.
Notes to Financial Statements

September 30, 2004

Commitments and Contingent Liabilities

In the normal course of its business activities, the Company is subject to the rules and regulations of the
New York Stock Exchange (NYSE) and the Commission. During fiscal 1998, Company management was
informed that the Commission began an investigation of the activities of certain NYSE floor brokers,
including the floor broker who formerly leased the Company’s exchange seat. During fiscal 1999, the
Commission subpoenaed certain documents from the Company. The Company believes it has provided the
Commission all documents responsive to the subpoena that are in the possession, custody, or control of the
Company. As of September 30, 2004, the Commission’s investigation was ongoing. The Commission has
not informed the Company that it is a target of the investigation. Accordingly, the Company has no reason
to believe any action will be taken against it or its floor broker; however, it is possible that should such
actions, if any, prove to be successful, the cost to the Company could be material.

The Company’s operations are conducted in premises that are rented under a lease agreement with L.I.
Holdings, Inc. (a related party). The agreement has been renewed each year since 1991 at the current
prevailing market rate. Total rental payments made to L.I. Holdings, Inc. during 2004 were approximately
$36,771.

Related Parties

The Company receives a substantial portion of its security commissions from related parties, primarily
Lumber Industries, Inc. and related affiliates, whose president is the chairman of the board of the
Company. Total commissions earned from related parties for the fiscal year ended September 30, 2004
were $266,293.

Income Taxes

Components of income tax expense for the year ended September 30, 2004, are as follows:

Federal:
Current $ 30
Deferred 2,605
2,575
State:
Current 2)
Deferred 1,677
1,675
Total income tax expense $ 4,250

The effective income tax rate for the year ended September 30, 2004 differs from the statutory income tax
rate primarily due to state income tax expense.

3 (Continued)
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BRITTINGHAM, INC.
Notes to Financial Statements
September 30, 2004

Significant deferred tax liabilities (assets) of the Company as of September 30, 2004 are as follows:

Unrealized loss on securities 3 (1,822)

Unrealized gain on exchange membership 141,545

Net deferred tax liability $ 139,723
Profit Sharing Plan

The Company has a profit sharing plan for all eligible employees that provides for Company contributions
at its discretion. However, contributions are limited to the amount allowable as a deduction for federal
income tax purposes. A Company contribution of $24,136 was expensed in 2003.

Capital Stock

The Company has the right to purchase outstanding capital stock from stockholders under certain
conditions at an amount set forth in the Company’s articles of incorporation. In addition, stockholders are
required to first offer the Company the option to purchase shares of capital stock before entering into an
agreement to sell such shares.

The preferred stock is nonvoting with a noncumulative 4% dividend per annum on a calendar-year basis.
The preferred dividend must be paid in any year prior to the payment of a dividend, if any, on the common
shares. The preferred shares are callable at any time at various predetermined prices at the option of the
Company. All preferred shares are callable at $302 per share as of September 30, 2004,

FOCUS Report — Floor Brokerage

Beginning with the FOCUS Report prepared by the Company for the quarter ended September 30, 1999,
the Company has reported the gross commissions generated by the individual who operates its NYSE seat
as income and the related amount of expenses paid to the individual as expense. This reporting differs from
the presentation of such items in the accompanying financial statements, which present such items on a net
basis.

The Company’s NYSE seat is operated by a floor broker under an annual operating agreement. All floor
brokerage commissions eamned from the seat are received by the Company on a monthly basis. Expenses
for the seat and 1/12 of the annual amount are deducted from the commissions, and the net amount is paid
to the floor broker. Under the terms of the agreement, $210,000 was to be paid to the Company by the floor
broker for the use of the seat for the period October 1, 2003 to December 31, 2003. In November 2003, an
agreement was entered into for the calendar year 2004 that set the annual payment at $185,000. Due to a
decrease in floor activity on the NYSE, the annual rental under the agreement was revised to $120,000 in
August 2004, Effective September 2004, the agreement was again revised, setting the annual rental at
$72,000.

Total floor brokerage commissions for year $ 249,141
Total floor brokerage expenses, net of

profitable errors of $1,025 (72,724)
Net floor brokerage revenue $ 176,417




BRITTINGHAM, INC.
Computation of Net Capital Under Rule 15¢3-1
September 30, 2004

Aggregate indebtedness:

Accounts payable and accrued expenses (net of secured liabilities

of $10,442)

Total aggregate indebtedness
Net capital:

Net worth:

Preferred stock
Common stock
Paid-in capital
Retained earnings
Less treasury stock
Deferred income taxes

Total net worth and allowable liabilities

Deduct:

Nonallowable assets:
Exchange memberships
Prepaid assets
Other assets

Net capital before haircuts on securities positions

Haircuts and undue concentration on securities computed pursuant
to Rule 15¢3-1:
Trading and investment securities

Net capital

Minimum capital required to be maintained
(35,000 or 6-2/3% of aggregate indebtedness of $109,930)

Net capital in excess of requirements

Ratio of aggregate indebtedness to net capital

Schedule 1

109,930

109,930

369,900
500
49,700
368,202
(62,035)
139,723

865,990

539,500
5,786
2,761

548,047

317,943

56,558

261,385

7,329

254,056

42.06%

The above computation does not differ materially from the computation of net capital under Rule 15¢3-1 as of
September 30, 2004, filed by Brittingham, Inc. with the New York Stock Exchange on October 20, 2004.

See accompanying independent auditors’ report.
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M KPMG LLP

1601 Market Street
Philadelphia, PA 19103-2499

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

The Board of Directors
Brittingham, Inc.:

In planning and performing our audit of the financial statements of Brittingham, Inc. (the Company) for the
year ended September 30, 2004, 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 (or aggregate debits) 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 securities accounts for customers or perform custodial functions relating to customer securities, we
did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining an 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 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
conformity with management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of America.
Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

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 that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

11
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Our consideration of internal control would not necessarily disclose all matters in the internal control
structure 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 September 30, 2004 to meet the SEC’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, the
New York Stock Exchange, 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.

KPMe LEP

November 5, 2004
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