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OATH OR AFFIRMATION

1 Frederick J. Fass

kcrslecion and befief - . Swear {or affirm} that, 1o the best of my-
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None -
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{b) Statement.of Fimncial Ccndmon

fe) Stxtemaent of Income f{loss) -

{d} Statement of Changes in Financlal Candxuon Cash Flows

(e} Statemant of Changesin Stockbo!dm’ Equity or Partmr:' ar

Sciw Propristor’s Cagitsl. .

(¢} Statemaent of Changes in Lisbilities Subordinatzd to Chims of Cndttan.

(g) Computation of Nat Capital
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(I} An Qath ar AHirmation

{m) A copy of the SIPC Supplemental Report
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a ﬂ nan mmmm&

0

ROr

*¢ Por com:'xtxom of couﬂdendal mtm«ur af cerzuul pomam of tlu'a ﬁka.g
seq saction 240.1 Ta-5(a)(3)




':-»'VRAKASIBLUM MERGERS & ACQUISITIONS INC

el (AN s CORPORATION)

" FINANCIAL STATEMENTS |

: AND SUPPLEMENTARY INFORMATION L
AS OF MARCH 31 2002 AND 2001 _ |

' ,WITH INDEPENDENT AUDITORS' REPORTS PURSUANT TO RULE 17a-5



VRAKAS/BLUM MERGERS & ACQUISITIONS, INC.

CONTENTS

INDEPENDENT AUDITORS' REPORT

FINANCIAL STATEMENTS
STATEMENTS OF FINANCIAL CONDITION

STATEMENTS OF REVENUES AND EXPENSES
STATEMENTS OF SHAREHOLDERS' EQUITY (DEFICIT)
STATEMENTS OF CASHFLOWS ' :
NOTES TO FINANCIAL STATEMENTS -

SUPPLEMENTARY INFORMATION
COMPUTATION OF NET CAPITAL

INDEPENDENT AUDITORS' REPORT ON INTERNAL’CONTROL




WNALKOWICZ,

BOCZKIEWICZ & CO. S.C.
CERTIFIED PUBLIC ACCOUNTANTS
EDWARD J. WALKOWICZ, C.PA. 1800 East Main Street, Suite 100 Phone: (262) 548-0444
VALORIE A. BOCZKIEWICZ, C.PA. W i i . : -
JEFFREY A. LANGTON, C.PA. aukesha, Wisconsin 53186-3902 Emaﬁazdfgiﬁfﬁi

ROXANN V. COWAN, C.PA.
NILTJE M. HUDZ, C.PA.
MATTHEW J. STOCKINGER, C.PA.
SHANNON M. ROSZAK, C.PA.

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Vrakas/Blum Mergers & Acquisitions, Inc.

We have audited the accompanying statements of financial condition of VRAKAS/BLUM
MERGERS & ACQUISITIONS, INC. as of March 31, 2002 and 2001, and the related
statements of revenues and expenses, shareholders' equity (deficit) and cash flows for the
years then ended. 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 audits.

We conducted our audits in accordance with generally accepted auditing standards. 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 audits provide 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 Vrakas/Blum Mergers & Acquisitions, Inc. as of March 31,
2002 and 2001, and the results of its operations and its cash flows for the years then
ended in conformity with generally accepted accounting principles.

Our audits were made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying supplementary 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 the Securities and
Exchange Commission. Such information has been subjected to the auditing procedures
applied in the audits 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.

. ¢
< r &O S-C
k)q,&ﬂa*-} ' ’g"} S ’
Waukesha, Wisconsin
May 14, 2002



VRAKAS/BLUM MERGERS & ACQUISITIONS, INC.

STATEMENTS OF FINANCIAL CONDITION

MARCH 31, 2002 AND 2001

ASSETS
2002
CASH AND CASH EQUIVALENTS $ 144,777
ACCOUNTS RECEIVABLE 17,000
PREPAID DUES AND FEES 3,133
$ 164,910

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES $ 8,500

SHAREHOLDERS' EQUITY
Common stock, $1 par value,

56,000 shares authorized 7,250

Paid in capital 74,428
Retained earnings 74,732
TOTAL SHAREHOLDERS' EQUITY 156,410
$ 164,910

The accompanying notes are an integral part of these statements.

2001

$ 47423
10,460
1,797

$ 59,680

$ 5230

6,750
73,928
(26,228)

54,450

$ 59,680




VRAKAS/BLUM MERGERS & ACQUISITIONS, INC.

STATEMENTS OF REVENUES AND EXPENSES

FOR THE YEARS ENDED MARCH 31, 2002 AND 2001

2002 2001

REVENUES

Fees, net of amounts retained by

or paid to affiliate of $135,774
and $62,250, respectively $ 135,774 $ 62,250

Interest 255 485
TOTAL REVENUES 136,029 62,735
EXPENSES

Pencor 2,309 4,678

Regulatory fees 1,471 617

Professional fees 1,025 1,050

Promotion and proposals 82 112

Newsletter 3,605 945

Training 2,366 2,577

Subscriptions 520 210

Professional Dues 3,175 3,310

Marketing, advertising and seminars 4,723 5,041

Database charges 500 -

Interest - 377

Brochures - 3,439

Sales and Use Tax 246 177

Other 522 393
TOTAL EXPENSES 20,544 22,926
NET INCOME $ 115,485 $ 39,809

The accompanying notes are an integral part of these statements.




VRAKAS/BLUM MERGERS & ACQUISITIONS, INC.

STATEMENTS OF SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED MARCH 31, 2002 AND 2001

BALANCE, March 31, 2000
Purchase of common stock
Sale of common stock
Dividends

Net income

BALANCE, March 31, 2001
Purchase of common stock
Dividends

Net income

BALANCE, March 31, 2002

Common stock

Shares Paid in Retained
issued Amount capital earnings
6,750 $ 6,750 $ 73,928 $ 4,047
500 500 500
(500) (500) (500)
(70,983)
39,809
6,750 6,750 73,928 (26,227)
500 500 500
(14,526)
115,485
7,250 $ 7,250 $ 74,428 $ 74732

The accompanying notes are an integral part of these statements.




VRAKAS/BLUM MERGERS & ACQUISITIONS, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED MARCH 31, 2002 AND 2001

CASH FLOWS FROM OPERATING ACTIVITIES

Net income
Add (deduct)
Increase (decrease) in cash due to changes in
Accounts receivable
Prepaid dues and fees
Accounts payable

NET CASH FLOW - OPERATING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Purchase of common stock
Sale of common stock
Dividends

NET CASH FLOW (DEFICIT) - FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
Beginning of year
End of year

ADDITIONAL INFORMATION
Interest expense

Income taxes paid

The accompanying notes are an integral part of these statements.

2002

$ 115,485

(6,540)
(1,335)
3,270

110,880

1,000
(14,526)

(13,526)

97,354

47,423

$144,777

2001

$ 39,809

(2,317)
376
1,090

38,959

1,000
(1,000)
(7,983)

(70,983)

(32,024)

79,447

$ 47,423

377




VRAKAS/BLUM MERGERS & ACQUISITIONS, INC.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEARS ENDED MARCH 31, 2002 AND 2001

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of business - Vrakas/Blum Mergers & Acquisitions, Inc. (V/B M&A) was
incorporated on August 9, 1988 and became registered as a broker/dealer effective
December 30, 1988 pursuant to Sec. 15(b) of the Securities Exchange Act of 1934.
The principal function is to provide consulting and intermediary services regarding
acquisitions and sales of closely-held companies. No margin accounts are maintained
nor are any other transactions entered into on behalf of or with any customer. As a
registered broker/dealer, V/B M&A must meet the requirements of various regulatory
agencies.

Accounting estimates - The preparation of financial statements in conformity with
generally accepted accounting principles requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Actual results could
differ from those estimates.

Income taxes - By consent of its shareholders, V/B M&A elected S Corporation status
effective August 9, 1988 under the provisions of the Internal Revenue Code. Under
those provisions and most state laws, V/B M&A generally will not pay federal or state
income taxes on its taxable income. Instead, any taxable income or loss of V/B M&A is
includable in the individual income tax returns of the shareholders.

Cash and cash equivalents - For purposes of the statement of cash flows, V/B M&A
considers all highly liquid debt instruments with a maturity of three months or less to be
cash equivalents. The carrying value of cash and cash equivalents approximates fair
value.

2. RELATED PARTY TRANSACTIONS

V/B M&A has an affiliate, Vrakas, Blum & Co., S. C. (V/B), a certified public accounting
and business advisory firm. Since V/B M&A has no employees, its services are
provided by employees of V/B. In addition, V/B provides V/B M&A with management
and administrative services, including invoicing and collection of certain revenues and




payment of the majority of V/IB M&A expenses. As compensation for providing
employee time, management and administrative services, V/B M&A incurs a liability to
V/B of 50% of any consulting fees or commissions earned by V/B M&A.

3. NET CAPITAL REQUIREMENTS

V/B M&A is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (rule 15¢3-1) which requires the maintenance of minimum net capital and requires
that the ratio of aggregate indebtedness to net capital (net capital ratio) shall not
exceed 15to 1.

Rule 15c3-1 also limits the withdrawal of equity, either by stock redemption or
dividends, and the amount of unsecured loans to shareholders and employees subject
to certain minimum net capital requirements and debt-to-equity ratios. At March 31,
2002, the company had net capital of $144,777 which was $139,777 in excess of its
required net capital of $5,000. The company's net capital ratio was .06 to 1.

4. FILING REQUIREMENTS

There were no liabilities subordinated to claims of creditors during the years ended
March 31, 2002 and 2001. Accordingly, a statement of changes in liabilities
subordinated to claims of creditors is not included in the financial statements as
required by rule 17a-5 of the Securities and Exchange Commission.
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Schedule 1

VRAKAS/BLUM MERGERS & ACQUISITIONS, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢c3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF MARCH 31, 2002 AND 2001

2002 2001
NET CAPITAL
Common stock $ 7,250 $ 6,750
Paid in capital 74,428 73,928
Retained earnings 74,732 (26,227)
Total shareholders' equity 156,410 54,451
Less - nonallowable assets
Intercompany receivables and payables 8,500 5,230
Prepaid dues and fees 3,133 1,798
Total nonallowable assets 11,633 7,028
NET CAPITAL $ 144,777 $ 47423
AGGREGATE INDEBTEDNESS
Net payable to affiliate $ 8,500 $ 5,230
NET CAPITAL REQUIREMENT
Greater of (a) or (b) ,
(a) 6-2/3% of aggregate indebtedness $ 567 $ 349
(b) Minimum net capital requirement $ 5,000 $ 5,000
NET CAPITAL REQUIREMENT $ 5,000 $ 5,000
EXCESS NET CAPITAL $ 139,777 $ 42423
RATIO OF AGGREGATE INDEBTEDNESS
TO NET CAPITAL .06t0 1.0 .01t01.0

Net capital at March 31, 2002 and 2001, as presented here, does not differ materially from
that previously reported on the company's Focus Report, Part ||A for.the same periods.
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To the Board of Directors
Vrakas/Blum Mergers & Acquisitions, Inc.

In planning and performing our audit of the financial statements of VRAKAS/BLUM
MERGERS & ACQUISITIONS, INC. for the year ended March 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, we
have made a study of the practices and procedures (including tests of compliance with
such practices and procedures) followed by Vrakas/Blum Mergers & Acquisitions, Inc.
that we considered relevant to the objectives stated in Rule 17a-5(g)(1), in making the
periodic computations of aggregate indebtedness and net capital under Rule 17a-3(11).
We did not review the practices and procedures followed by the company in making the
quarterly securities examinations, counts, verifications and comparisons, and the
recordation of differences required by Rule 17a-13 or in complying with the
requirements for prompt payment for securities under Sec. 8 of Regulation T of the
Board of Governors of the Federal Reserve System, because the company does not
carry security accounts for customers or perform custodial functions relating to
customer securities.

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 Commission'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 loss 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 audits of the
financial statements of Vrakas/Blum Mergers & Acquisitions, Inc. for the year ended
March 31, 2002 and this report does not affect our report thereon dated May 14, 2002.
In addition, no facts came to our attention which would indicate the company was not in
compliance with its type k(2)(i) exemption 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 Commission to be
adequate for its purpose 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 March 31, 2002 to meet the Commission's
objectives.

This report is intended solely for the use of 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 and
should not be used for any other purposes.

\
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Wethmy Porg— 795
Waukesha, Wisconsin
May 14, 2002




