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OATH OR AFFIRMATION

[, Joshua Helmle , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Integrity Brokerage Services, Inc. , as

of December 31 ,20 02 . are true and correct. I further swear (or affirm) that

neither the company nor any partaer, proprietor, principal officer or director has any proprietary interest in any account

classificd solely as that of a customer, except as follows:

ANGELA F. HELMLE E vy

Comm. # 1364182 m ' Signalure N
-
+

NOTARY PUBLIC - CALIFORNIA
San Diego County
My Comm. Expires July 8, 2006

Ja? lféj WS

d "~ Notary Public 2/27/02,

Presient

Title

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

X (a) Facing Page.

R (b) Statement of Financial Condition.

X (c) Statement of Income (Loss).

& (d) Swuatement of Changes in Financial Condition.

(X (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

Q (1) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

3 (g) Computation of Net Capital.

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

0 (1) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3

00 () 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods ot
consolidation.

X (1) An Oath or Affirmation.

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

3 (n) Areport 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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5790 Fleet St Ste 120 43521 Ridge Park Dr, Ste 102

Leone, De Meo & ASSOCWES, Inc,  cwrisbad, california 92008 - Temecula, Cglifornia 92590

' lol NTANTS ‘ (760) 931-9973 Office (909) 695-4733 Qffice
CERTIFIED PUBLIC ACCOU (760) 931-9913 Fax - (909) 695-4737 Fax

Joshua Helmle
President
Integrity Brokerage Services, Inc.

| Oceanside, CA

Independent Auditor’s Report

We have audlted the accompanying balance sheet of Integnty Brokerage Services, Inc.
as of December 31, 2002, and the related statements of income, changes in equity and
cash flows for the year then ended that youare filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of
the Company’s management. Our responSIblhty is to express an opmnon on these
financial statements based on our audlt ‘

We conducted our-audit 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-misstatements.
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 Integrity Brokerage Services, Inc. as of December 31,
2002, and the results of its operations and its cash flows for the year then ended in
conformity with 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 contained in the related schedules 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 audit of the basic financial statements and, in our
opinion, is fairly stated in all matenal respects in relatlon to the basic financial
statements taken as a whole.

ag@m@awﬁm Qm/m Clesocinli

Carisbad, California
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Integrity Brokerage Servtces, Inc.

Balance Sheet
December 31, 2002

Assets
Current assets '

" Cash and cash equwalent : - $

Deposits with clearing orgamzattons (cash)
" Receivable from clearing ctrgamzatlons :
Prepaid expenses
. Total current assets
thed assets
" Furniture, computer equtpment & software at cost Iess
accumulated.depreciation of $1,523 ‘

Total assets I , .
o Liabilities and Stockholders' Equity -
Current liabilities S , -

Accounts Payable JCURARE PR ' 8

. Commissions payable
Corporate tax payable
~ Total current liabilities
Stockholders' equity

Common stock-100,000 shares authortzed
issued and outstanding

Retained earnings
Total stockholders’ equity

Total liabilities and stockholders'. equity

The accompanymg notes are an mtegral part of these fmancnal statements

-2_

118,292
11,793
54,374

654

947

109,350
~ 371

79,854
3,255

185,113 -

8,664

193,777

110,668

193,777



: lntegrity,Brokeragé Services , Inc.
Statement of Income

Sole Proprietorship " Corporation Total
From Inception ,‘ From Inception

‘(January 1,2002) - (October 1, 2002) _ : '

through September through December For the Year Ended

_ 30,2002 . _ 31,2002 , December 31, 2002
Revenue - Schedule 1 S T 338029 $ 270417 $ 608,446

" General and administrative ‘ o ‘ o o - ' _
expenses - Schedule 2 o 316,552 245410 : 561,962

Net income before provision for taxes. . - 2v41 - 25,007 - | 46,484 -
Provision for income taxes : | o - 358 | ‘- 358 .
Net income | s 21477 $ 24649 S 46,126

" The accompanying notes are an integral part of these financial statements.
, 3. .



Integrity Brokerage Services, Inc.
~ Statement of Cash Flows

Sole Proprietorship

From Inception
" (January 1, 2002)
through September

Cash and cash equivalents at end of ‘period ‘ . 8 v

Supplemental scheduie of non-cash mvestmg and'financing activities:

Corporation

- From Inception
(October 1, 2002)
through December

Forthe Year Ended

30, 2002 31, 2002 * .December 31, 2002
~ Cash flows from operetihg activities: ) )
Net income o $ 21,477 24649 % 46,126
* Adjustments to r_econeile net income to net
- cash provided by operating activities: - o :
Depreciation 1,082 e 441 1,523
(Iincrease) decrease in receivable from clearmg orgamzatnons‘ o (29,725) (24,649) {54,374)
(increase) decrease in prepaid expenses - (15) (639) (654)
Increase (decrease) in accounts payable v ’ 947 947
" Increase (decrease) in commissions payable 40,523 68,827 109,350
_ Increase (decrease) in corporate tax payable ‘ 371 371
Total adjustments 11,865 45,298 57,163
Net cash provided (used) by operating activities 33,342 69,947 103,289
Cash flows from investing activities:
Purchase of equipment : 0 (1,600) . (1.600)
" Net cash prowded (used) by mvestmg actlvmes 0 . (1,600) - (1,600)
Cash flow from fmancmg activities: o
Owner's capital contributions 49,790 ) 49,790
Distributions to stockholders : (21,394) (21,394)
" Net cash provided (used) by financing activities 49,790 - (21,394) 28,396
Net increase in cash 83,132 46,953 130,085
Cash and cash eq'ujvalents at heginn(ng of period 83,132
83132 130,085 $ 130,085

During the period from inception (January 1, 2002) through September 30 2002 the owner contributed

v equnpment costing $8,587 to the Company.

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

4



B '|ntegrity Brokerage S'ervices,‘ Inc.
. Statement of Changes in Equity
For the Year Ended December 31, 2002

Ownér's . Common Stock Retained
Equity ~__Shares Amount = - Earmnings
Balance at Jénuary 1; 2002 ; $~‘ ' .0 | - 0$ | 0% 0"
Contributions to cvapital . | ‘58,37‘7’ | | | |
Net Income for the period‘ o o  21;477 o R | o 24,64’194
Exchange of owner's eduity'. - _ o . |
for common stock o (79,854) - ,100'000 : 79,854
‘ Distributions to stockh‘oll’ders‘ R / _ : : -] | ’ .(2‘1,394)
Balance at December 31, 2002 | s 0 100000 5 79854 3255

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



| Integrity Brokerage Services, Inc.
- Notes to Financial Statements
- December 31, 2002

NOTE 1: Summary of Significant Accounting Policies

* Organization and Nature of Business

| Integrity Brokerage Services, Inc. (the Company) is a broker-dealer registered with the |

Securities and Exchange Commission (SEC) and is a - member of the National
Association of Securltres Dealers (NASD. ) The Company is a'California corpor’ation

Effectlve October 1,2002, the ‘Company was rncorporated by rssumg 100,000 shares of
no par common stock in exchange for all the assets and liabilities of Integrity Brokerage
Services Proprietorship. Those assets and liabilities were recorded in the
accompanying financial statements at the propr|etorsh|p s historical cost basis as.

summarized below;

Cash . o © $83133

Accounts receivable . 29,740

Furniture and equipment : - 7,504

Commissions payable - o “(_40,523)
: - $79,854

Common stock of $79,854 was recorded.

Use of Estimates

Management uses estimates and. assumptlons in preparing these financial statements

" in accordance with generally accepted accounting principles. Those estimates and

assumptions affect reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities, and the reported revenues and expenses Actual
results could vary from the estimates that were used. ‘

: “Revenue Recoqnltlon

Commlssrons and related clearlng expenses are recorded on a trade date basis as
securities transactlons occeur.

Fixed Assets
Property and equipment are stated at cost. "Depreciation on furniture and equipmentis -

computed using the double declining balance method and estlmated useful lives
ranging from three to seven years.:



Integrity Brokera‘ge Services, Inc.
Notes to-Financial Statements
December 31, 2002

Income Taxes .

" Prior to incorporation, no provision was made for income taxes because earnings were
included in the personal tax return of the proprietor. Effective with the incorporation, the
Company became a taxable entity in California. After incorporation, the Company, with.
the consent of its shareholders, elected under the Internal Revenue Code to be an S
Corporation. In lieu of federal corporation income taxes, the shareholders of an S
Corporation are taxed on their proportionate share of the Company’s taxable income.
Therefore, no provrsron for federal income taxes has been included in these t"nancral
statements. ) S

Income taxes - state only - are provided for the tax effects of transactions reported in
the financial statements and-consist of taxes currently due.

Cash and Cash Equivale’hts‘ o

For purposes of the statement of cash ﬂows the Company considers all highly liquid
~ debt instruments purchased with an initial maturrty of three months or less to be cash
' equrvalents , - : - :

A certificate of deposit in the amount of $2,084 is inCIuoed in cash in the accompanying A
financial statements. The certificate bears mterest at 4.5% and matured on January 25,
2003. :

Cash in clearing accounts totaling $11,793 is included in cash in the accompanying

financial statements. The Company has an agreement with Penson Financial Services,
Inc. (Penson) to clear and maintain customer accounts for the Company At December :
31, 2002, Penson reqwred the amount of $25 000 to. be on deposit. :

NOTE 2: Drsclosures About the Fair Value of Frnancral Instruments '

The carrying amounts of cash and deposits with clearlng organrzatrons approxrmate fair
value because of the short maturlty of the rnstruments

NOTE 3: Operatrnq LeaseCommrtments

On December 12 2002 the Company srgned a lease agreement for offlce space. The
lease expires on April 30, 2006. - ‘



Integrity Brokerage Services, Inc.
Notes to Financial Statements .
~ December 31, 2002
~ Minimum future rental payments under this lease are:

Year Ending December 31,

2003 . $13580
2004 S 16,296
2005 16,296
2006 . 5432

$ 51,604

NOTE 4: Concentrétions of Credit Risk

The Company is engaged in various trading and brokerage activities in which
counterparties primarily include broker-dealers. In the event counterparties do not fulﬁll
their obligations, the Company may be exposed to risk. The risk of default depends on
“the creditworthiness of the counterparty or issuer of the instrument. 1t is the Company’s
policy to review, as necessary, the credit standing of each -conterparty.



- Integrity Brokerage‘Seryibes,'lné. ' t
Supplemental Schedules ’

' Sole Proprietorship -~ Corporation Total

From Inception . From Inception

" (January 1, 2002)  (October 1, 2002)
through September through December For the Year Ended

30, 2002 31,2002 December 31, 2002
“Schedule 1: Revenue
Commissions o . $ . 336884 $ 267,709 $ .. 604,593
Rebates. ‘ o , o 59 : 2,274 2,333
Interest ‘ s - _ 1,086 - 434 o 1,520
Total revenue -8 338,020 $ 270,417 $ 608,445
' Sc_:hdu!e‘2: General & administrative expenses
Automobile s 281 § 80§ 361
Bank charges ; ‘ 109 10 S 119
Commissions ‘ ‘ S 296,314 228,402 - 524,716
Utilities and telephone - v : 4,874 ' 901 - 5775
Insurance ' o 919. : . ‘919
Printing and reproduction - h L 521 69 ‘ ' 590
Miscellaneous - o 76 - 76
Officers' salaries and benefits . b o ' 5,038 - 5,038
Penalties . : T : 13 ‘ .13
Clearing charges o ) - 2,861 5,287 8,148
Professional fees i : ) 2,440 1,510 3,950
Registration fees ‘ ) o 6,538 3,589 ’ 10,127
Research - ’ : 247 o ‘ 247
Depreciation : : : , 1,082 441 1,523
Travel and meals . o L 290 70 360
Total general & administrative expenses  $ - 316,552 $ . 245410 § 561,962

The accompanying.notes are an integral part of these financial statements
. o1 = e



- Schedule 3:

Integrity Brokerage Services, Inc.

Supplemental Schedules
- December 31, 2002 .

Computation of Net Capital -

Total stockholders' equity

- Deduct stockholders' _equny‘not allowable

for net capital
Total stockholders' equnty quahﬁed o
for net capital - ‘
Nonallowable assets o
Furniture, computer equipment & software
at cost, net of accumulated deprec:atlon
Prepaid expenses

Net capital
Reduired net capital -

'Excess net capital

The accompanymg notes are an mtegral part of these financial statements

S-2

83,109

9,318

73,791

8,664
654

9,318

73,791

50,000

23,791




5790 Fleet St, Ste 120 43521 Ridge Park D, Ste 102

Leone’ De Meo & ASSOClajtes lnc Carlsbad, California 92008 Temecuda, California 92590

(760) 931-9973 Office (909) 695-4733 Office
CERTIFIED PUBLIC ACCOUNTANTS - (760) 931-9913 Faxx (909) 695-4737 Fax
Joshua Helmle
President :
Integrity Brokerage Services, Inc.
‘Oceanside, CA

In planning and performing our audit of the financial statements and
supplemental schedules of Integrity Brokerage Services, Inc. (the Company); for
the year ended December 31, 2002, we considered its internal control, including
control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements
and not to prowde assurance on mternal control

Also, as requured.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 foIIowed by the
Company in any of the followmg ‘

1. Makmg quarterly securities examinations, counts vermcatlons ‘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
‘Federal Reserve System -

The management of the Company 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 .
controls 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 lnternal control ‘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 the preparation of
financial statements in conformity with generally accepted accounting principles.



~ Rule- 17a -5(g) lists addmonal objectrves of the practices and procedures hsted in
the preceding paragraph :

Because of inherent limitations in internal control or the practices and procedures
referred to above, error or fraud 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 condltlons or that the effectiveness of

their design and operation may deteriorate.

Our consideration of internal control would not necessarrly disclose all matters'in
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 the specific internal control
components does not reduce to a relatively low level the risk that 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 internal control, 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 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 information and use of the Board of

" Directors, management, the SEC, 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.

C/ls, oéw@%mwfﬂ

Leone, Be Meo and Assd€iates | } v
Carlsbad, California S _ .
February 25, 2004 o * ‘
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