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RICHARD K. FERGUSON
CERTIFIED PUBLIC ACCOUNTANT

: 26 FREDONIA ROAD

; NEWTON, NEW JERSEY 07860

; 973 462-4189

To the Board of Directors
Todd & Company, Inc.

I have examined the accompanying statement of financial condition of Todd &
Company, Inc. as of December 31, 2003 and the related statements of income
(loss), cash flow, changes in financial condition, changes in stockholder’s equity,
changes in liabilities subordinated to claims to creditors, computation of net capital
and the computation for determination of reserve requirements pursuant to Rule
15¢3-3 for the year then ended. These financial statements are the responsibility
of the Company's management. My responsibility is to express an opinion on the
report based on my audit.

I conducted an audit in accordance with auditing standards generally accepted in
the United States and the audit requirements prescribed by the Securities &
Exchange Commission. Those standards require that I plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit included 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.
I believe that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all
material respects the financial position of Todd & Company, Inc. and the results of
their operations, cash flows, changes in financial condition, changes in .
stockholder’s equity, changes in liabilities subordinated to claims to creditors,
computation of net capital and the computation for determination of reserve

. requirements pursuant to Rule 15¢3-3 for the year then ended, in conformity with
accounting principles generally accepted in the United States and the rules of the

Securities and Exchange Commission.
Y Mﬁ/

Newton, NJ
February 23, 2004



RICHARD K. FERGUSON
CERTIFIED PUBLIC ACCOUNTANT
26 FREDONIA ROAD
NEWTON, NJ 07860
973 462-4189

Securities and Exchange Commission
Washington, DC

| have examined the Focus Report (Form X-17A-5) of Todd & Company, Inc. as of
December 31, 2003 have issued my report thereon date February 23, 2004. As
part of my examination, | have reviewed and tested the Company's accounting
system, internal control system, procedures for safeguarding securities. procedures
and practices for resolving securities and money differences and computing capital
and reserve requirements, to the extent that | considered necessary to evaluate
the system a required by generally accepted auditing standards and the audit
requirements as set forth in Form X-17A-5. Under these standards the purpose of
such an evaluation is to establish a basis for reliance there in determining the
nature, timing and extent of such other auditing procedures that are necessary for
expressing an opinion on the financial statements. . |

The obiective of internal control is to provide a reasonable, but not absolute
assurance as to the safeguarding of assets against loss form unauthorized use or
disposition, the reliability of the financial records for preparing financial statements
and maintaining the accountability for assets. The concept of reasonable
assurance recognizes the cost of a system on internal contro! should not exceed
the benefits derives and also recognizes that the evaluation of those factors
requires estimates and judgement by management.

There are inherent limitations that should be recognizes in considering the potential
effectiveness of any system of internal control. in the performance of most control
procedures. error can result for misunderstanding of instructions, mistakes in
judgement, carelessness, or other personal factors. Control procedures whose
effectiveness depends on the segregation f duties can be circumvented by
‘collusion. Similarly, control procedures can be circumvented by management.
Further, projection of any internal control to future periods is subject to the risk
that the procedures may become inadequate because of changes in conditions and
the degree of compliance may deteriorate.

My study of the Company's system of internal control for the year ended
December 31, 2003, made for the purpose stated in the first paragraph, revealed
the following:



Secdrities and Exchange Commission
“Page 2.

A. Comments with Respect to Compliance with Rule 17A-13.

a. The accounting system is adequate to maintain records of firm accounts. Todd
& Company does not maintain any customer accounts, Customer accounts
in the past were handled by a clearing broker. As of the date of this report,
Todd & Company does not have a clearing broker. Management is in the
process of securing the services on a new clearing broker.

b. The system of internal control is nonexistent as the Company has only one
- employee who handles all aspect of accounting, record keeping and cash
funds. Accordingly, there is no separation of functions necessary to have
any internal control.

c. The Company employs the services of an outside CPA who is not the
independent auditor or an employee of the Company to perform routine
internal audit and verification procedures to insure the accuracy of the
Company’s records, The practices and procedures for discovering and
resolving security and money differences are adequate.

d. The practices employed for verifying compliance with the capital and reserve
requirements are adequate. These procedure are performed by an outside
CPA who is not the independent auditor or an employee of the Company.

e. During the audit, | found no material accounting errors requiring adjustment of
- the Company’s accounting records.

B. Comparison of Audited Focus Report to Client's Report.

There were no adjustments made to the accounts as a result of the examination.
The audited report agrees with the accounts maintained by Todd & Company.

C. Internal Control Deficiencies.

See response to item A(b) above.

Newton, NJ \
February 23, 2004



