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A. REGISTRANT IDENTIFICATION
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report®
Dunleavy & Company, P.C.
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OATH OR AFFIRMATION
I, Lawrence P. Littlewood . , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and suppomng schedules pertammg to the firm of
L. P. Littlewood and Associates, Inc. , as
of . December 31 .20 02 are true and correct. | 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 foliows:

NONE
ol
*OFFICIAL SEAL" 7 Signature
MARSHA T. KAMERUNK
Notary Public, State of lilinois President
My Commission Expires 10-7-2005 T
itle '
M J, Wmé_ | | :

Notary Public

is report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) 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.

.(§) 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 audxted and unaudued Statements of Fmam:lal Condmon thh respect to methods of‘
—consolidation. ~ 7T 7T 7 - ) —T )

() An 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.

EU@ED Oo0g0eERERE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3}.
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DUNLEAVY & COMPANY, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
13116 SOUTH WESTERN AVENUE
BLUE ISLAND, ILLINOIS 60406

(708) 489-1680
Fax: (708) 489-1717

INDEPENDENT AUDITORS' REPORT

Board of Directors
L. P. Littlewood and Associates, Inc.

We have audited the accompanying statement of financial condition of L. P. Littlewood and
Associates, Inc. as of December 31, 2002 and the related statements of income, changes in
shareholders' equity and cash flows for the year then ended that you are filing pursuant to rule
17a-5 under the Securities and Exchange Act of 1934. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an op)mon 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 attain
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 L. P. Littlewood and Associates, Inc. as of December 31, 2002 and the
resuits 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.

QOur audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental schedule included with this report 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 of the Securities and Exchange Act of
1934. Such information has been subjected to the auditing procedures applied in the andit 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.

Fe

DUNLEAVY & COMPANY, P. C.
Certified Public Accountants

t

Blue Island, Ilinois
January 10, 2003




L.P. LITTLEWOOD AND ASSOCIATES, INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2002

ASSETS
Cash and cash equivalents $ 5,135
Receivable from broker/dealers 28,262

Furniture and equipment at cost, net
of $19,571 accumulated depreciation - ~0-

Automobile at cost, net of §19,489

accumulated depreciation 3,576
Other assets 610
TOTAL ASSETS . - § 37,583

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES
Accounts payable $§ 3,920

SHAREHOLDERS' EQUITY
Common stock, no par value; authorized
1,000 shares; issued and outstanding

500 shares $ 2,000
Retained earnings 31,663
Total Shareholders' Equity $§ 33,663
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 37,583

The accompanying notes are an integral part of these financial statements.




L.P. LITTLEWOOD AND ASSOCIATES, INC.

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2002

REVENUE
Commissions
Investment advisory fees
Interest

Total Revenue

EXPENSES
Compensation and related benefits
Clearing and execution charges
Communications
Occupancy
Other operating expenses

Total Expenses

NET INCOME

$ 115,729
17,700
386

$ 133,815

$ 13,028
13,620
3,908
11,100

26,770

$ 68,426

§ 65,389

The accompanying notes are an integral part of these financial statements.




L.P. LITTLEWOOD AND ASSOCIATES, INC.

STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

YEAR ENDED DECEMBER 31, 2002

Total
Common Retained Shareholders’
Stock Earnings Equity
Balance-Beginning .
of Period $ 2,000 $ 36,274 $ 38,274
Net Income 65,389 65,389
Dividends Paid (70,000) (70,000)

BALANCE-END OF YEAR $ 2,000 $ 31,663 $ 33,663

The accompanying notes are an integral part of these financial statements.




L P.LITTLEWOOD AND ASSOCIATES, INC.

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31. 2002

Cash Flows from Operating Activities
Net Income
Adjustments:
Depreciation expense
Decrease in receivable from broker/dealers

Increase in accounts payable

Net Cash Flow Provided (Used) by Operations

Cash Flows from Investment Activities
Purchase of equipment

Cash Flows from Financing Activities
Dividends paid

Net Increase (Decrease) in Cash
and Cash Equivalents

Cash and Cash Equivalents Balance
at December 31, 2001

Cash and Cash Equivalents Balance
at December 31, 2002

$§ 65,389

5,158
2,467
498

$ 73,512

$ (538)

$ _(70,000)

$ 2,974

$ 2,161

$ 5,135

The accompanying notes are an integral part of these financial statements.
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L. P. LITTLEWOOD AND ASSOCIATES, INC,

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2002

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Organization - The Company was incorporated in the state of Illinois on April
18, 1980. The Company is registered with the Securities and Exchange
Commission and is a member of the National Association of Securities Dealers,
Inc. The Company's principal business activities are providing investment
advice and the purchase and sale of securities.

Long and Short Securities - Securities positions are valued at market value. The
resulting difference between cost and market (or fair value) is included in
income.

Securities Transactions - Commission revenue and related expense arising from
securities transactions are recorded on a trade date basis, which is the same
business day as the transaction date.

Cash Equivalents - Cash equivalents are defined as certificates of deposit and
U.S. government obligations with a maturity date of less than 90 days when
purchased by the Company, and those securities registered under the Investment
Company Act of 1940 which are comprised of cash and other short-term debt
instruments and are commonly referred to as "money market funds.”

Depreciation - Depreciation of furniture, equipment and vehicle is provided for
using various methods over five year periods.

Estimates - The preparation of financial statements in conformity with generally
accepted accounting principles 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.




L. P. LITTLEWOOD AND ASSOCIATES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2002

NOTE 2 - S CORPORATION ELECTION

The Company has elected S Corporation status for years beginning January 1,
1992 and thereafter. Income taxes are therefore the responsibility of the
Company's sole shareholder.

NOTE 3 - NET CAPITAL REQUIREMENTS

As a registered broker/dealer and member of the National Association of
Securities Dealers, Inc., the Company is subject to the Uniform Net Capital
Rule, which requires the maintenance of minimum net capital and requires that -
the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 1500%. At December 31, 2002 the Company's net capital and required
net capital were $29,477 and $5,000 respectively. The ratio of aggregate
indebtedness to net capital was 13%.

NOTE 4 - CLEARING AGREEMENT WITH OFF-BALANCE SHEET RISK

The Company has entered into an agreement with another broker/dealer
(Clearing Broker/dealer) whereby the Company forwards (introduces) customer
securities transactions to the Clearing Broker/dealer, fully disclosing the
customer name and other information. The processing and, if applicable, any
financing pertaining to the introduced securities transactions is performed by the
Clearing Broker/dealer. The customer account is therefore maintained and
recorded in the books and.records of the Clearing Broker/dealer on the
Company’s behalf. In consideration for introducing customers to the Clearing
Broker/dealer, the Company receives commissions and other consideration, less
the processing and other charges of the Clearing Broker/dealer. As part of the
terms of the agreement between the Company and Clearing Broker/dealer, the




L. P. LITTLEWOOD AND ASSOCIATES. INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31. 2002

NOTE 4 - CLEARING AGREEMENT WITH OFF-BALANCE SHEET RISK - (Continued)

Company is held responsible for any losses arising when the customers
introduced by the Company to the Clearing Broker/dealer fail to meet their
contractual commitments pertaining to the purchase, sale and possible financing
of securities transactions. The Company may therefore be exposed to off-
balance-sheet risk in the event the customer is unable to fulfill its contracted
obligations and it is necessary for the Clearing Broker/dealer to purchase or sell
the securities at a loss. The Company’s exposure to risk would consist of the
amount of the loss realized and any additional expenses incurred pertaining to
the transaction or other customer activity. Pursuant to that agreement the
Company is Tequired to maintain a deposit with that broker/dealer of $25,000.

This amount is included in "receivable from broker/dealers" on the statement of

financial condition.

Customers of the Company may enter into various transactions involving
derivatives and other off-balance sheet financial instruments. These financial
instruments include securities purchased and sold on a when-issued basis
(when-issued securities). Market risk is substantially dependent upon the value
of the underlying financial instruments and is affected by market forces such as
volatility and changes in interest and foreign exchange rates. Since only
customers of the Company engage in these transactions, the Company is
exposed to risk only in the event that the customer fails to meet his or her
contractual obligation as previously noted with respect to when-issued
securities.

NOTE 5 - CASH AND CASH EQUIVALENTS

The cash and cash equivalents of $5,135 as stated on the statement of financial
.condition at December 31, 2002 reflects the balance in a business (checking)
account held at the Company’s Clearing Broker/dealer.
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L. P. LITTLEWOOD AND ASSOCIATES, INC.

COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS

DECEMBER 31, 2002

COMPUTATION OF NET CAPITAL

Total shareholders' equity $ 33,6863

Deductions:
Nonallowable assets (4,186)
NET CAPITAL § 29,477

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital requirement (6 2/3%

of total aggregate indebtedness) $ 261
Minimum dollar net capital requirement § 5,000
Net capital requirement $ 5,000

COMPUTATION OF AGGREGATE INDEBTEDNESS
Total liabilities $§ 13,5920

Percentage of Aggregate Indebtedness to
Net Capital 13%

NOTE: There are no material differences between the
computations above and the computations included
in the Company's corresponding unaudited Form X-
17A-5 Part IIA £filing.

See Accompanying Auditors’ Report.




INDEPENDENT AUDITORS' REPORT

ON INTERNAL CONTROL




DUNLEAVY & COMPANY, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
13116 SOUTH WESTERN AVENUE
BLUE ISLAND, ILLINOIS 60406

(708) 489-1680
Fax: (708) 489-1717

Board of Directors
L. P. Littlewood and Associates, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
L. P. Littlewood, Inc. for the year ended December 31, 2002, we considered its internal control
structure, including procedures 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 the internal control structure.

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 structure 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 internal control structure policies and procedures 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 an internal control structure 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 {oss 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 conformity with generally accepted
accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures
listed in the preceding paragraph.




*

Because of inherent limitations in any internal control structure or the practices and procedures

‘referred to above, errors or irregularities 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 structure 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 structure elements does not reduce
to a relatively low level the risk that errors or irregularities 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, our study and evaluation disclosed that a lack of segregation of functions exists.
Although this condition may be considered to be a material weakness in internal control, it is a
common condition in entities of this size. This condition was considered in determining the
nature, timing, and extent of the procedures to be performed in our audit of the financial
statements of L. P. Littiewood, Inc. for the year ended December 31, 2002 and this report does
not effect our report thereon dated January 10, 2003. In addition, no facts came to our attention
which would indicate the Company was not in compliance with its type k(1) and k(2)(ii)
exemptions from the requirements of SEC Rule 15¢3-3. However, it should be noted that our
examination was not directed primarily toward obtaining knowledge of such noncompliance.

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 use of the Board of Directors, management, the Securities
and Exchange Commission, the 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 should not be used for any other purpose.

o~

Certified Public Accountants

Blue Island, Iilinois
January 10, 2003




