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'OATH OR AFFIRMATION

I, - William T. Yates swear (or affirm) that, to

the best of my knowledge and belief the accompanying ﬁnanc1al statement and supporting schedules pertaining to the firm

of FreeTrade.com, Inc. ;38 of
September 27 ,2002 , are true and correct, I further swear (or affirm) that neither the

company nor any partner, proprietor, prmcxpal officer or dlrector has any proprietary interest in any account classified |
solely as that of a customer, except as follows:

b/ Ko 5/;}42)
/C;ﬁqﬂcir/f bz 777 Y, /

Name

Title

] A GENERAL NOTARY-State of Nebraska
‘CHERYL L, SMITH
> My Comm. Bxp. Maggh 10, 2094

/Mwﬂ T i,

Notary Public

| This report** contams (check all applicable boxes):

MK O DODORONKKKS

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s 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¢34 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.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Supplemental Report on Internal Control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a5(e)(3).
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INDEPENDENT AUDITORS’ REPORT

FreeTrade.com, Inc.
Omaha, Nebraska

We have audited the following financial statements of FreeTrade.com, Inc. (the “Corporation”) (a
wholly-owned subsidiary of Ameritrade Holding Corporation) as of September 27, 2002 and '
September 28, 2001, and for the years then ended that you are filing pursuant to Rule 17a-5 under the

Securities Exchange Act of 1934:
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These financial statements are the responsibility of the Corporation’s management. Our responsibility
is to express an opinion on these financial statements based on our audits.

We conducted our audits 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 audits provide a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial position
of FreeTrade.com, Inc. at September 27, 2002 and September 28, 2001, and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.



Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The following supplemental schedule of FreeTrade.com, Inc. as of September 27,
2002 is presented for the purpose 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:

Page
SUPPLEMENTAL SCHEDULE: -
Computation of Aggregate Indebtedness and Net Capital Pursuant to Rule 15¢3-1
Under the Securities Exchange Act of 1934 10

This schedule is the responsibility of the Corporation’s management. Such schedule 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 when considered in relation to the basic financial
statements taken as a whole.

Ammm5 Bonehe o

Omaha, Nebraska
November 11, 2002




FREETRADE.COM, INC.
(A Wholly-Owned Subsidiary of Ameritrade Holdmg Corporation)

STATEMENTS OF FINANCIAL CONDITION
AS OF SEPTEMBER 27, 2002 AND SEPTEMBER 28, 2001

ASSETS

Cash and Cash Equivalents
Other Assets

Total Assets
LIABILITIES AND STOCKHOLDER’S EQUITY

Commitments and Contingencies

- Stockholder’s Equity:

Common Stock, no par value, 200 shares authorized;
- 25 shares issued and outstanding

Additional Paid-In Capital

Accumulated Deficit

Total Stockholder’s Equity

See notes to financial statements.

2002 2001

$ 10281 $ 129,161
g 16

$ 10281 $ 129177
$ 50,000 $ 50,000
385,800 505,800
(425,519)  (426,623)
$ 10281 $ 129,177




FREETRADE.COM, INC.
{A Wholly-Owned Subsidiary of Ameritrade Holding Corporation)

STATEMENTS OF INCOME
YEARS ENDED SEPTEMBER 27, 2002 AND SEPTEMBER 28, 2001

2002 2001
Operating Revenues:
Commissions $ 111,234 $ 376,989
Rebates from affiliated company 633,229 4,549,407
Other revenues ' — 4266 ___ 8385
Total Operating Revenues ‘ 748,729 4,934,781
Operating Expenses:
Employee compensation and benefits 63,429 238,636
Clearance charges from affiliated company - 10,878,974
Communications 4,534 49,162
Data processing charges from affiliated company 1,657,308 3,297,091
Administrative charges to Parent and affiliated companies, net (991,132) -~ (9,584,031)
Occupancy and equipment costs ‘ 3,986 - 13,129
Other 8,766 36,135
Total Operating Expenses 746,891 4,929,096
Income Before Provision for Income Taxes 1,838 5,685
Provision for Income Taxes 734 2,276
Net Income 3 1,104 $ 3,409

See notes to financial statements.




FREETRADE.COM, INC.

(A Wholly-Owned Subsidiary of Ameritrade Holding Corporation)

STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY

YEARS ENDED SEPTEMBER 27, 2002 AND SEPTEMBER 28, 2001

Additional

Common Paid-in Accumulated
Total Stock Capital Deficit

Balance, September 30, 2000 § 105,768 § 50,000 $ 485,800 $ (430,032)

Contribution of Capital by

Parent Company 20,000 - 20,000 -

Net income 3,409 - - 3,409
Balance, September 28, 2001 129,177 50,000 505,800 ' ‘(426,‘623)

Dividend to Parent (120,000) - (120,000) -

Net income - 1,104 - - 1,104
Balance, September 27, 2002 $ 10,281 $ 50,000 $ 385,800 $ g425,519i

See notes to financial statements.




FREETRADE.COM, INC.
(A Wholly-Owned Subsidiary of Ameritrade Holding Corporation)

STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 27, 2002 AND SEPTEMBER 28, 2001

See notes to financial statements.

2002 2001
Cash Flows from Operating Activities:
Net income $ 1,104 $ 3,409
Adjustments to reconcile net income to net cash flows from
operating activities:
Change in other assets 16 21
Net cash flows from operating activities 1,120 3,430
Cash Flows from Financing Activities:
Capital contributed by Parent Company - 20,000
Dividend to Parent (120,000) -
Net cash flows from financing activities (120,000) 20,000
Net (Decrease) Increase in Cash and Cash Equivalents (118,880) 23,430
Cash and Cash Equivalents at Beginning of Year 129,161 105,731
~ Cash and Cash Equivalents at End of Year ' $ 10,281 $129,161
Supplemental Cash Flow Information:
Income taxes paid ' $ 734 $ 2276




FREETRADE.COM, INC.
(A Wholly-Owned Subsidiary of Ameritrade Holding Corporation)

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 27, 2002 AND SEPTEMBER 28, 2001

1. NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

FreeTrade.com, Inc. (the “Corporation”) is a wholly-owned subsidiary of Ameritrade Holding
Corporation (the “Parent Company”) and is an introducing broker-dealer that provides discount
securities brokerage and related financial services.

The financial statements include material related party transactions consisting of certain amounts which
represent allocations made from or to affiliated companies. Such amounts are settled at the end of each
reporting period. Accordingly, there were no amounts due to or due from affiliated companies as of
September 27, 2002 and September 28, 2001.

The Corporation executes and clears trades through an affiliated brokerage firm, Ameritrade, Inc.
(formerly Advanced Clearing, Inc.). Therefore, the Corporation is not subject to the provisions of
Rule 15¢3-3 of the Securities and Exchange Commission, as it is exempt under paragraph (k)(2)(ii) of
the Rule. :

The financial statements do not contain a statement of changes in liabilities subordinated to claims of
general creditors as required by Rule 17a-5 of the Securities and Exchange Commission, as no such
liabilities existed at September 27, 2002 or September 28, 2001 or during the years then ended.

The Corporation reports on a fifty-two/fifty-three week year. The fiscal years ended September 27,
2002 and September 28, 2001 contained fifty-two weeks.

The Corporation considers temporary, highly liquid investments with an original maturity of three
months or less when purchased to be cash equivalents.

The Corporation considers the amounts presented for financial instruments on the statements of
financial condition to be reasonable estimates of fair value.

The Corporation files a consolidated income tax return with the Parent Company on a calendar year
basis.

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the reporting period.

Actual results could differ from those estimates.




NET CAPITAL

The Corporation is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC
Rule 15¢3-1) which requires the maintenance of minimum net capital, as defined in the Rule. Net
capital and the related net capital requirement may fluctuate on a daily basis. At September 27, 2002
and September 28, 2001, the Corporation had net capital of $10,281 and a net capital requirement of

$5,000.
EMPLOYEE BENEFIT PLANS

The Parent Company has a 401(k) and profit-sharing plan, under which the Corporation’s annual
contribution and matching contributions are determined at the discretion of the Parent Company’s
Board of Directors. Profit-sharing expenses for the years ended September 27, 2002 and September 28,
2001 were $0 and $4,319, respectively. There was no 401(k) expense for the year ended September 27,
2002 and September 28, 2001. ' N

The Corporation’s employees participate in the Parent Company’s stock option and incentive plans.
The Corporation generally recognizes no compensation expense relating to the plans.

COMMITMENTS AND CONTINGENCIES

The Corporation is a party to legal proceedings arising in the ordinary course of its business.
Management believes that any liability that may ultimately result from the resolution of these matters
will not materially affect the financial position or results of operations of the Corporation.

In the normal course of business, the Corporation’s customer activities involve, through its clearing
firm, various securities transactions. These activities may expose the Corporation to off-balance-sheet
risk in the event the customer is unable to fulfill its contracted obligations.

The Corporation leases certain computer and office equiprhent under various operating leases and rents
it’s facilities through an affiliated company on a month-to-month basis. The Corporation’s rental
expense was $3,986 and $13,115 for the years ended September 27, 2002 and September 28, 2001,

respectively.
RELATED PARTY TRANSACTIONS

The following related party transactions are included in the accompanying financial statements for the
years ended September 27, 2002 and September 28, 2001, respectively:

2002 2001
Rebates - affiliated company $ (634,587)  $(4,549,407)
Clearance charges from affiliated company - 10,878,974
Data processing charges from affiliated company 1,657,308 3,297,091
Affiliate administrative allocation (1,025,799) (10,432,031)
Parent administrative allocation 34,667 848,000
Other charges from affiliated companies 3,194 12,784




Ameritrade, Inc., an affiliate, gives a rebate to the Corporation of net interest income earned on the
Corporation’s customer account balances and of commissions based on transaction volume.

The administrative charge varies with the level of the Corporation’s operations: Amounts are settled

with the affiliated companies at the end of each reporting period. Accordingly, there were no amounts |

due to or due from affiliated companies as of September 27, 2002 and September 28, 2001.

The Corporation’s common stock has been pledged as collateral on the Parent Company’s revolving
line of credit.

Effective January 1, 2002, the Corporation transferred its customer relationships to Ameritrade, Inc.
No revenues or expenses are reflected in the accompanying financial statements for such customer
accounts subsequent to this transfer. In addition, no gain or loss was recognized in the accompanying
financial statements in connection with the transfer.

SUBSEQUENT EVENT

On November 11, 2002, a Form BDW was filed requesting withdrawal of the Corporation’s registration
as a broker and dealer in securities.



FREETRADE.COM, INC.
(A Wholly-Owned Subsidiary of Ameritrade Holding Corporation)

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL PURSUANT TO

RULE 15¢3-1 UNDER THE SECURITIES EXCHANGE ACT OF 1934
AS OF SEPTEMBER 27, 2002

Aggregate Indebtedness
Net Capital - Stockholder’s Equity
Minimum Net Capital Requirement

Net Capital in Excess of Requirement

Ratio of Aggregate Indebtedness to Net Capital

Statement Pursuant to Paragraph (d)(4) of Rule 17a-5

3 -

s 10261
55000
s_sa81

Nil

There were no material differences between the above computation of net capital pursuant to Rule 15¢3-1
and the corresponding computation included in the Corporation’s unaudited Part IIA FOCUS Report filing as

of September 27, 2002.
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INDEPENDENT AUDITORS’ SUPPLEMENTAL REPORT ON INTERNAL CONTROL

FreeTrade.com, Inc.
Omaha, Nebraska

In planning and performing our audits of the financial statements of FreeTrade.com, Inc. (the
“Corporation”) (a wholly-owned subsidiary of Ameritrade Holding Corporation) for the years ended
September 27, 2002 and September 28, 2001 on which we have issued our report dated November 11,
2002, we considered its internal control, including control activities for safeguarding securities, in
order to determine our auditing procedures for the purpose of expressing an opinion on the financial
statements and not to provide assurance on the Corporation’s intemal control.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Act of 1934, we have made a study
of the practices and procedures followed by the Corporation (including tests of compliance with 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 and net capital under Rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the
practices and procedures followed by the Corporation in making 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 Section 8 of Regulation T
of the Board of Governors of the Federal Reserve System, because the Corporation does not carry
security accounts for customers or perform custodial functions relating to customer securities.

The management of the Corporation is responsible for establishing and maintaining 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 internal control and of the practices and procedures and to assess whether those
practices and procedures can be expected to achieve the Securities and Exchange Commission’s (the
“Commission”) 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 Corporation has responsibility are safeguarded against loss from unauthorized
acquisition, use, or disposition, and that transactions are executed in accordance with management’s

~ authorization and recorded properly to permit the preparation of financial statements in accordance
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 any internal control or the practices and procedures referred to
above, misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the internal control or of such practices and procedures to future periods are subject to
the risk that they may become inadequate because of changes in conditions or that the degree of

* compliance with the practices and procedures may deteriorate.



Our consideration of the Corporation’s internal control would not necessarily disclose all matters in
the Corporation’s internal control 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 one of the internal control components does not reduce to a relatively low
level the risk that misstatements caused by 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 the Corporation’s internal control and its operation, 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 Commission 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
Corporation’s practices and procedures were adequate at September 27, 2002 and September 28, 2001,
to meet the Commission’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
Securities and Exchange Commission, the National Association of Securities Dealers 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.

Wﬁ%w Cup

Omaha, Nebraska
November 11, 2002
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