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OATH OR AFFIRMATION

.1, JAMES M. FLEMING swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
WALL STREET DISCOUNTS, INC.

as of

JUNE,_ 30 2002  are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

5’?@&/
PRESIDE

/@wﬁ% 8/26/0D
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m.7 Loy 651 1S (]ZW‘”‘

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

8 (a) Facing page.

& (b) Statement of Financial Condition.

X (c) Statement of Income (Loss).

& . (d) Statement of Changes in Financial Condition.

& () Statement of Changes in Stockholders’ Equity or Panners or Sole Propnetor s Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

B (g) Computation of Net Capital

OO (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

0 (i) Information Relating to the Possession or control Reguirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to metheds of con-
solidation.

@) An Oath or Affirmation.

O (m)A copy of the SIPC Supplemental Repori.

0

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

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

Board of Directors
Wall Street Discounts, Inc.
Madison, Wisconsin

We have audited the accompanying statement of financial condition of Wall Street Discounts, Inc. (the
Corporation) as of June 30, 2002, and the related statements of income, changes in stockhoiders’ 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 Corporation's
management. OQur responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with U.S. 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 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 Wall Street Discounts, Inc., as of June 30, 2002, and the results of its operations and
its cash flows for the year then ended in conformity with U.S. generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information on page 11 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 the 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.

YUW (LA

www.wegnercpas.com

Wegner LLP
July 31, 2002

Madison Office: 2110 Luann Lane . Madison, Wi 53713-3074 . (608)1274-14020 « FAX (608) 274-0775 . e-mail: info@wegnercpas.com
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WALL STREET DISCOUNTS, INC.
STATEMENT OF FINANC:4. CONDITION
June 30, 2002

ASSETS
Cash and equivalenty
Cash and equivalents - restricted
Broker and dealer receivables
Invesiments
Pregaid expenses
Federal income tax refund receivabia
Office equipment (net of accumulatec
depreciation of $16,672)

Total assets

LIABILITE:S AND STOCKHOLDERL' EQUITY
LIABILITIE

Cue to other broker

Payiall and pavroli taxes payaile

Totai iiabiiitizs

STOCKHOLDERS' EQUITY
Comimcr siock , no par valuw, 2,800 shares
authorizad, 1,9C0 shares iscved ana
1,323 outtanding
Retainea earnings
Less: " reasuiy stock, 627 shares ai cost

Teial stocknolders' equity

Total liabiiitie~. and stockholders' equity

Se= accompenying riotes.

$  236,46C
1,778
7,385
3,300
3,018

s

1 RS 4

43

$ 284,106

$ 9,388
— 2807

12,195

82,025
229,886

311,911
(40,000)

271,911
$ 284106



WALL STREET DISCOUNTS, INC.

STATEMENT OF INCOME
Year ended June 30, 2002

REVENUE
Commissiori income
'nterest and dividends

Total revonues
EXPENSCS
Compensation and benefits
Brokerage, commission and clearance fees
Communications
Occupaiicy
Other
Total 2 penses
Net loss before iaxes

Income tax2s refundable

Net loss

See accompanying notes.

Amount Percent
3 239,742 98.00
4,°0C 2.00
244,642 100.00
137,111 56.05
64,807 25.49
22,406 9.16
15,372 6.28
16,868 6.89
256,564 104.87
(11,922} (4.867)
1,732 0.71

$ (10,1900 (5.58)



WALL STREET DISCOUNTS, INC.

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUiTY .

Year ended June 30, 2002

Zerrmon Stock

Sazres Retained

icsuet Amount Earnings
Baiance - vune 30, 2001 1,9€9 $ 82,02t 3 240,076
Net lcsa - - (10,190)
Baleruye - .June 30, 2002 4,960 $ 62025 _§ 220,886

See accompanying notes.

Treasury

Stock “otal
$ 140,000) 202,401
. - ’10,%90)
F_(40,C00) _$ 271,911




WALL STREET DISCOUNTS, INC.

STATEMENT OF CASH FLOWS
Year ended June 30, 2002

CASH FLOWS FK:.*M OPERATING ACTIVITIE™
Net loss
Adjustments to reconcile net income to net
cash used in operating activities
Depreciation
(Increase) decrease in assets
Broker and dealer receivables
Prepaid expenses
Federal income tax refund receivable
Increase (decrease) in liabilities
Accounts payable
Due to other breker
Payroll and payroll taxes payable

Net decrease in cash and equivalents
Beginning cash and equivalents

Ending cash and equivalents

Seg acccmpanying notes.

G, 776
1,90C
(1,732)

(672
2,982
(2,006}
(2,582)
270,822

$ 268,240



WALL STREET DISCOUNTS, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2002

NOTE 1 - SUMMARY O! "/ .LSOUNTING PRLICIES

Nature of Business

Wall Street Discounts, li.c. (the Corporation), is a securities broker that does not carry customers'
accounts. The Corporation op rates from offices in Madison and Milwaukee, Wisconsin.
Revenue is earned primarily from commissions on stock, option and mutual fund transactions
executed for customers. '

Revenue Rucognition

Security trancactions and the rela’zd commission revenue and expenses are recorded on a frade
date basis as securities transactions occur.

Office Equipment

Office equipment is stated at ~ost and depreciated using applicabie Federal income tax methods,
which primarily are accelerat :4 methods over lives as specified by Federal tax laws and
regulations. 1hese tax methods approximate allowable GAAP methods. Depreciation expense

r

for the yea, ended Junc 27, 2 2 was $377.
Stetement of Cash Flov S

For purposecz of the «tr'ement of cash flows, the Corporation has d=fined cash equivalents as
highly liquid investmeni. with original maturities of less than ninety days.

Account. Reccivablz

Accounts receiv:.-ie are ¢ nsidered to be fully collectible; therefore, no aliowance for doubtful
accounts is consid: red n~cessary. Any accounts that Hecome uncollectible are charged to
operations when that d termination is made. Accounts receivable consists of amounts due frem
U.S. Clearing Corporatior.

Estimates

The preparation of fiaancial statements in conformity with U.S. generally accepted accounting
principles requires m:anagement to make estimates and assumptions that affect the reported
amounts ¢ assets ai.« liabilities and disclosures of contingent assets and liabilities at the date of
the financial statem=n’ . and the reported amounts of revenues and expenses during the reporting
period. Actual resulty could differ from those estimates.

Investmants

Investments are normally stated at market value. Cost is determined by the purchase piicc. The
market value ol investmen.; is determined based on quoted market prices.



WALL STREFT DISCOUNTS, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2002

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES (contiiu: Y)
Cash and Investment in Good Faith Account

Cash of $51,307 has been segregated in an accourit 1.ld at U.C. Clearing Cerporation as good
faith money as part of the agreement with USCC.

Cash Segregated Under Federal Regulaticns

Cash of $1,778 has been segregated in a special reseive bank account for the benefit of
customers under rule 15¢3-3 of the Securities and Exch.ange Commission.

NOTE 2 - DUE T0O OTHER BROKER

The Corporation holds a short position in the stock of a corporation, classified as a liability, "due
to other broker", in the statement of financial condition. The value of this short position is marked
to market and is offset by margin cash in the brokerage accounts. The short position margin cash
offset was $9,697 as of June 30, 2002. The Corporation would lose money and be required to set
aside additional brokerage cash if the value of this stock increases. This investment is classified
as a trading security.

An unrealized loss of $2,982 for the year ended June 30, 2002, has been included in current
income for this investment.

NOTE 3 - DESCRIPTION OF OTHER LEASING ARRANGEMENTS

The Corporatior. operates in leased premises at 7 North Pinckney Street, Madison, Wisconsin
and at 11617 W. Blue Mound Road, Milwaukee, Wisconsin. The lessee is responsible for
maintenance and repairs. The Corporation is currently leasing both offices on a month-to-month
basis for a total of $1,281 per month.

The Corporation also leases a multiple station computer terminal. The lessor is responsible for
maintenance and repairs. The lease is for twelve months at $245 per inonth with 90 days notice
required by either party to terminate.

In addition, several other communication devices are leased from various lessors on a month-to-
month basis. The lessors are responsible for maintenance and repairs and 30-day notice is
required for termination.

Totai lease expense for the year ended June 30, 2002 was $31,699.

NOTE 4 - ECONOMIC DEPENDENCY

The Corporation is a correspondent broker for U.S. Clearing Corporation (USCC), a cumpany
whicih provides clearing, execution and other securities brokerage services. USCC does not have
any ownership interest in Wall Street Discounts, Inc.



WALL STREET DISCOUNTS, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 200z

NOTL 4 - ECONOMIC DEPENDENCY {contiriued;

The agreement miay ba terminated by either party upon three months written notice. During the
year ended June 30, 2002, the Corperation paid USCC $64,807 for services performed. It had
acoounts receivabia from USCC of $7,285 at June LU, 2002.

L3CC requires Wal Street Discounts, Inc. to maintain a $50,000 good fcith deposit in cash or T-
bills in an interest bearing account with them.

Any termination of the agreement between the Corporation and USCC wouid significantly affe«i
the operations of the Corporaiior. The Corporation would need to execute a new agreement as a
correspondent brocker with another clearing firm in order to continue its operations.

NOTE & - INCOME TAXES

For tne year =nding June 30, 2002, the Corporation reported a net operating loss of $9,673. This
net operating loss can be carried back for five years for Federal income tax purposes which
oroduced a refund of taxes of $1,732. This loss can be carried forward for fifteen years for
Wisconsin income tax purposes.

NOTE 6 - N=7 CAPITAL REQUIREMENTS

As a broxer and member of the National Association of Securities Dealers (NASD]), the
Corporation is subject io the Uniform Net Capital Rule (SEC rule 15¢3-1) adopted and
administered by the NASD and the Securities and Exchange Commission (SEC). The
Corporation is required to maintain net capital of not less than $50,000.

At .june 30, 2002, the Corporation's net capital, as defined, aggregated $261,919 and was
$211,9192 in excess of minimum net capital.

NOTE 7 - PENSION PLAN

During the year ended June 30, 1998, the Corporation adopted a Simple IRA pension plan for
which all employees are eligible. The Corporation matches employee contributions up to 3% of
qualified compensation. Pension expense for the year ended June 30, 2002 was $3,613.

NOTE 8 — INVESTMENTS

Investments consist of stock warrants on NASD common stock exercisable at various dates
beginning in 2002 and expiring in 2006 for a total of 1,200 shares. Since NASD has not yet
issued public shares, there is no market value avaiiable. Therefore, these warrants are currently
stated at cost.
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WALL STREET DISCOUNTS, INC.
COMPUTATION OF NET CAPITAL. UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

Year ended June 349, 2002

Net Capital
Total stockholders' zquity

Deductions

Nonallowable assets
Petty cash
Prepaid expenses
Federal income tax refund receivable
NASD warrants
Office equipment

Securities haircuts
Short securities marked to market (15% of market value)

Net capitai

Aggregate Indebtedness

ltems included in statement of financial condition
Du - to other brokers
Payroll and payroll taxes payable

Total aggregate indebtedness

Computation of basic net capital requirement

Minimum net capitzl required

Excess net capital

Ratio: Aggrsgate indebtedness to net capital

Reconciliation with corporation’s compu.ation (includeu in Part li of
Ferm X-17A-5 for the year ended June 30, 2002)

Net capital as reported in Corporation's Part Il (unaudited) FOCUS report
Year end audit adjustments:

Less: Reduction of prepaid expenses

Plus: Income tax refund receivable

Net capital per above

Aggregate indebtedness reported ir Corporation's
Part Il (unaudited) FOCUS repor.

Year end audit adjustments:

Add: Due to other broker

Aggregate indebtedness per above

10

¢ 271,811
(103)
(3,018)
(1,732)
+3,300;
{431)
(1,408)

8 261,919

$ 9,388
2,807

¢ 12,195

$ 50,000

8 211919
05t01

$ 2R0,744
(557)

. 7,732

$ 261,919

$ 2,807
9,388

% 12,195
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REPORT ON INTERNAL CONTROL

Board of Directors
Wall Streat Discounts, Inc.
Madison, Wisconsin

In planning and performing our audit of the financial statements and supplemental schedule of Wall Street
Discounts, Inc. (the Corporation) for the year ended June 30, 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 Corporation 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 Corporation
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 Corporation 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 Corporation 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 Corporation 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
accordance 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 contro! structure or the practices and procedures referred
to abave, 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.

Madison Office: 2110 Luann Lane . Madison, W} 53713-3074 . (60;)12'”;-1:020 « FAX {(608) 274-0775 . e-mail: info@wegnercpas.com
Baraboo OfFfice: 123 Second Street . PO. Box 150 . Baraboo, Wl 53313 . (608) 356-3966 - FAX (608) 356-2966
www.wegnercpas.com



Our consideratior 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 controi structure elements does not reduce to a relatively low level the
risk that errors or irregularities in amounis 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 the foiicwing matters involving the control
envircivwnent and control procedures and their operation that we consider to be materia! weaknesses as
definec above. These conditions were considered in determining the nature, timing, and extent of the
procedures to be performed in our audit of the financial statements of Wail Street Discounts, Inc. for the
year eaded June 30, 2002 anc this report does not affect our report therecn dated July 31, 2002. There
is inadequate separation of duties due tc the limited number of personnel. Managemeni believes
correciive cction is not practical in the circumstances since the Corporation employs four persons (two
salai.zd brokers, one administrator/owner and cne secretary; in the main office and twc persons (one
salaried breker and one coramissicned broker) in the brancii office. In addition, management contracts
its acc..unting work to an cu‘side bookkesper. Segregation of duties in zccounting for assets and
liabilities, such as cash, and possession of those assets or liabilities is inherently not practical.

We ungerstand that practices and procedures that accomplish the objectives referred to in the second
parag:aph: of this report are considered by the SEC to be adequate for its purposes in accordance with
the Gesurities Exchange Act of 1934 and relaied regulations, and that practices and procedures that do
not accomplish such obiectives in all materiai respects indicate a material inadequacy for such purposes.
Basec on this understanding and on our study, we believe that the Corporation’s practices and
procedures were adecuate at June 30, 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 cther reguiatory
agenrcies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of
registered brokers and dealers, and is rniot intended to be and should not be used by anyone other than
these specified parties.

WW [P

Wegner LLP
July 31, 2002



