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A. REGISTRANT IDENTIFICATION
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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

PricewaterhouseCoopers, LLP
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(Address) (City) (State) (Zip Code)
CHECK ONE:

Kl Certified Public Accountant
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OATH OR AFFIRMATION

I, William J. O'Neil , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
William O'Neil & Co., Inc. , as

of Februarv 24 ,2004 , 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 solely as that of a customer, except as follows:

None

State of California

County of Los Angeles

Chief Executive Officer

Title

\

HEATHER O'CONNOR
Commission # 1242167

Notary Public

This report ** contains (check all applicable boxes):
(a) Facing Page.

Notary Public - Caliomics £
(b) Statement of Financial Condition.
(¢) Statement of Income (Loss).

=/ Los Angeles County
My Comm. Bxpires Apr28, 2004
(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.

K
O
O
O
O
O (g) Computation of Net Capital.
O
O
O
d
&l
O
O

(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.

(j) 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 audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) 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.

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



- - - §

William O’Neil & Co.
Incorporated-and Subsidiaries

Report on Consolidated Statement of Financial Condition
December 31, 2003



PRICEAATERHOUSE(COPERS

PricewaterhouseCoopers LLP
350 South Grand Avenue

Los Angeles CA 90071
Telephone (213) 356 6000
Facsimile (813) 637 4444

Report of Independent Auditors

To the Stockholder and Board of Directors of
William O’Neil & Co. Incorporated:

In our opinion, the accompanying consolidated statement of financial condition as of
December 31, 2003 presents fairly, in all material respects, the financial position of William
O’'Neil & Co. Incorporated and subsidiaries (“the Company”) at December 31, 2003 in
conformity with accounting principles generally accepted in the United States of America. This
financial statement is the responsibility of the Company’s management; our responsibility is to
express an opinion on this financial statement based on our audit. We conducted our audit of
this statement in accordance with auditing standards generally accepted in the United States of
America, which require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated statement of financial condition is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statement, assessing the accounting principies used and
significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

?mewﬂ///D

February 20, 2004
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William O’Neil & Co. Incorporated and Subsidiaries

Consolidated Statement of Financial Condition
December 31, 2003

Assets

Cash and cash equivalents
Deposit with clearing broker
Receivable from clearing broker

. Receivables from Parent and affiliates

Receivable from research publications, net of allowance
of $89,446

Exchange memberships, at cost

Fixed assets, net

Other assets

Total assets

Liabilities and Stockholder’s Equity

Accrued compensation and benefits
Accrued expenses and payables
Payable to affiliates:

Income taxes

Other
Deferred revenue

Total liabilities
Commitments and contingencies (Note 5)
Stockholder's equity:
Ciass A voting common stock; $.20 par value, 5,000,000 authorized
shares; 647,100 shares issued and outstanding
Additional paid-in capital
Retained earnings

Total stockholder’'s equity

Total liabilities and stockholder’s equity

$ 10,813,937

100,000
330,373
781,006

585,189
523,308
5,692,103
721,631

$19,447 547

$ 1,796,600
1,734,891

233,289
919,142
3,894,394

8,578,316

129,420
8,061,397
2,678,414

10,869,231

$19,447,547

The accompanying notes are an integral part of this consolidated financial statement.
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William O’Neil & Co. Incorporated and Subsidiaries
Notes to Consolidated Statement of Financial Condition
December 31, 2003

1. The Company

William O'Neil & Co. Incorporated (WON & Co.) is a registered broker-dealer in
securities under the Securities Exchange Act of 1934 and is a wholly owned subsidiary
of O'Neil Data Systems, Inc. (ODS), which is a wholly owned subsidiary of Data Analysis
Inc. (the Parent). WON & Co. is a member of the National Association of Securities
Dealers and the New York Stock Exchange.

FINADCO, a California corporation, is an advertising agency and a wholly owned
subsidiary of WON & Co. with principal emphasis on advertising for products produced
by affiliates.

Daily Graphs Inc. (DGI), a California corporation, is a wholly owned subsidiary of WON
& Co. and is a publisher of stock market research periodicals.

"WON & Co. and subsidiaries (collectively referred to herein as the Company) sell data
research services to financial institutions and fund managers. The Company is an
introducing broker on a fully disclosed basis and clears all customer transactions
through Broadcort Capital Corporation (Clearing Broker), a wholly owned subsidiary of
Merrill Lynch, Pierce, Fenner & Smith, Inc.

2.. Summary of Significant Accounting Policies

Basis of Presentation

The accounting and reporting policies of the Company are in accordance with
accounting principles generally accepted in the United States (GAAP) and conform to
practices within the broker-dealer industry. The consolidated financial statements
include the accounts of WON & Co. and its wholly owned subsidiaries. All material
intercompany transactions and balances have been eliminated in consolidation.

The preparation of consolidated financial statements in accordance with GAAP requires
management to make certain estimates and assumptions that affect the amounts of
reported assets and liabilities, as well as, contingent assets and liabilities as of the date’

. of these financials statements. These estimates and assumptions also affect the
reported amounts of revenues and expenses during the reporting periods. Although
management believes these estimates and assumptions to be reasonably accurate
actual results could differ from the estimates and assumptions used.
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William O’Neil & Co. Incorporated and Subsidiaries
Notes to Consolidated Statement of Financial Condition
December 31, 2003

2.

Summary of Significant Accounting Policies (Continued)
Cash and Cash Equivalents

Cash and cash equivalents consists primarily of cash in banks and highly liquid
investments with original maturities of less than ninety days.

Securities Purchased Under Agreements to Resell

Included in cash and cash equivalents are transactions involving the purchase of
securities under agreements to resell the same securities. These agreements mature
the following day and the Company is paid principal plus interest. The securities
purchased are segregated by the seller (Wells Fargo Institutional Services, LLC) under
the Company’s name and serve as collateral under such agreement. As of

December 31, 2003, these transactions amounted to $1,994,000. Based on the
maturity date of the resell agreements, the Company considers that the amounts
presented in the financial statements are reasonable estimates of fair value.

. Receivable from Clearing Broker -

Receivable from dearing broker represents commissions, net of payables, not received
as of December 31, 2003. Such amounts were subsequently received by the Company.

Fixed assets

Computer, equipment and leasehold improvements are carried at cost less accumulated
depreciation and amortization. Computer and equipment depreciation is primarily
computed using accelerated and straight-line methods over periods ranging from three
to five years. Software license fees are amortized over the license period (five years).
Leasehold improvements are amortized over the terms of the leases or the estimated
useful lives of the improvements, whichever is shorter.

Exchange Memberships
Exchange memberships are recorded at cost, adjusted for any permanent impairment in

value. As of December 31, 2003, the market value of the such memberships ranged
from $2,785,000 to $3,713,000 based on the bid-ask spread.
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William O’Neil & Co. Incorporated and Subsidiaries
Notes to Consolidated Statement of Financial Condition
December 31, 2003

2, Summary of Significant Accounting Policies (Continued)
Research and Commissions Income

Institutional research and commission income primarily consists of commission revenue
for executing securities trades and for delivery of investment date research services.
Revenue received for research publications to be delivered in future periods is recorded
as deferred revenue and accreted into income over the term of the subscription as the
product is delivered. Commissions and related clearing expenses are recorded on a
trade date basis as such transactions occur.

Included in institutional research and commission income are commissions generated
from soft dollar customers. The term “soft dollar” is used to describe the arrangements
whereby the Company provides research to institutional customers in return for trade
order flow from that customer, which in turn generates commission income for the
Company. The Company analyzes commission income generated from soft dollar
customers and the research provided to soft dollar customers and accrues a liability for
any future research due, which is included in accrued expenses and payables as of
December 31, 2003. ' '

Income Taxes

The Company is included in the consolidated federal income tax return filed by its
Parent. Federal income taxes are calculated as if the Company filed separate tax
returns and the net amount of the current and deferred tax provision (or benefit) is either
remitted to or received from the Parent. The amount of the current and deferred taxes
payable or receivable is recognized as of the date of the financial statements utilizing
currently enacted tax laws and rates. Deferred tax expenses or benefits are recognized
in the financial statements for the changes in deferred tax liabilities or assets between
years.

Fair Value of Financial Instruments

GAAP requires companies to disclose the fair value of those financial instruments for
which it is practical to estimate such values and to disclose the methods and significant
assumptions used to estimate those fair values. The Company'’s financial instruments,
which primarily consist of cash and cash equivalents, accounts receivable, accounts
payable and accrued expenses, approximate fair value either due to their short-term
nature or market rates of interest.
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William O’Neil & Co. Incorporated and Subsidiaries
Notes to Consolidated Statement of Financial Condition
December 31, 2003

3. Fixed assets

The Company'’s fixed assets at December 31, 2003 are:

Computer and equipmént $9,867,135
Sofware license fee 2,006,904
Leasehold improvements 1,853,579
13,727,618
Less — Accumulated depreciation (8,135,515)
$5,592,103
4. Capital

The Company's authorized capital structure is as follows:

Shares
Authorized  OQutstanding

Cumuiative preferred, 8 percent, $1,000 par value 300 -
Voting common stock, Class A, $.20 par value 5,000,000 647,100
Nonvoting common stock, Class B, $.20 par value 1,000,000 -

5. Commitments and Contingencies

Commitments

The Parent leases property under a capital lease transaction for its headquarters, which
also includes the premises occupied by the company. Rental expense under this capital
lease, is shared pro-rata among all affiliates of the Parent, including the Company, on
terms and conditions that in substance represent operating leases between the Parent
and each of its subsidiaries.



William O’Neil & Co. Incorporated and Subsidiaries
Notes to Consolidated Statement of Financial Condition

- December 31, 2003

5. Commitments and Contingencies (continued)
The Company’s share of future payments is:

Year Ending December 31,

2004 $ 396,764
2005 396,764
2006 396,764
2007 396,764
2008 396,764
Thereafter 4243171

Contingencies

- The Company is contingently liable for unsecured customer receivables resulting from
transactions executed through its clearing broker. No such unsecured receivables
existed at December 31, 2003.

6. Related Party Transactions

In the ordinary course of business, the Company provides and utilizes services to and
from affiliated companies of the Parent. Receivables from such affiliate transactions are
represented as receivables from affiliates in the consolidated statement of financial
condition. Any and all such affiliate receivables that may ultimately become
uncollectible will be paid in full by the Parent. In the opinion of management, the Parent
has the financial ability and intent to pay any amounts which may be required.

7. Employee Benefit Plan .

The Parent established the Data Analysis Inc. Investment Plan and Trust (the Plan),
which covers substantially all of the Company's employees. Under this Plan, authorized
under Section 401(k) of the internal Revenue Code, an employee may defer up to 100
percent of pre-tax salary subject to the annual dollar limitation, and other restrictions,
established by the IRS. The Company has not contributed to the Plan.



William O’Neil & Co. Incorporated and Subsidiaries
Notes to Consolidated Statement of F|nanC|aI Condition
December 31, 2003

10.

Income Taxes

. The Company files a consolidated income tax return with the Parent. It has a tax

sharing arrangement with the Parent under which, and pursuant to SFAS No. 109, it
provides current and deferred tax expense as if it were a separate taxpayer (separate
return basis). The Company periodically remits to the Parent amounts representing both
taxes currently payable and deferred tax liabilities (or takes a reduction for any deferred
tax assets). Accordingly, the current tax liability is net of the deferred tax asset at
December 31, 2003, which net amount is paid to the Parent annually.

Net Capital Requirements - SEC Rule 15¢3-1

Under Rule 15¢3-1 of the Securities Exchange Act of 1934 (the Rule), the Company is
required to maintain a minimum net capital amount. The Company elected to use the
alternative method, permitted by the Rule, which requires that the Company maintain
minimum net capital, as defined equal to the greater of $250,000 or 2% of aggregate
debit balances arising from customers’ transactions, as defined. At December 31, 2003,
the Company had net capital of $1,921,910 which was $1,671,910 in excess of the
amount required. A

Consolidated Subsidiaries

The following is a summary of certain financial information of the Company's
consolidated subsidiaries:

DGI FINADCO
Total assets $6,613,068 $ 311,558
Total liabilities 4,962,651 283,171
Total stockholder’s equity 1,650,417 28,387
Total revenues : 7,649,781 1,260,963
Net income 706,872 57786

These accounts of the subsidiaries are not included in WON & Co.'s computation of net
capital.



