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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Regal Discount Securities, Inc. OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

950 Milwaukee Avenue, Suite 307
‘ (No. and Street)
Glenview IL 60025

(City) ‘ (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Robert a. Walter 847-375-6073

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Hevia, Beagles & Company, PA

(Name ~ if individual, state last, first, middle name)

9400 4th St. N. #120 St_Petersburg, FI, 33702-2531
(Address) (City) (State) ’ (Zip Code)

CHECK ONE:

& Certified Public Accouﬁtant ESSED

O Public Accountant

O Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY gﬁ%ﬁ

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant

must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)

Potential persons who are to respond to the collection of
information contained in this form are not required to respond

)ﬁ 1410 (06-02) unless the form displays a currently valid OMB control number.



OATH OR AFFIRMATION

I, Robert A. Walter .., swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Regal Biscount Securities, Inc. , as
of December 31 ,2003 | 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:

 “OFFICIAL SEAL”

GI-HYUN JENNIFER KiM
iuNois | COMMISSION EXPIRES 03/05/07

Slgnature

Vice President
Title

o 'TU Notagy Hdblic ©

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(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.

(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.

(i) 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.

=,

0ok 0O OO0000000R2

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



Regal Discount Securities, Inc
Statement of Financial Condition

December 31, 2003

This report is Filed Pursuant to Rule 17a-5(a) under the
Securities Exchange act of 1934 as a public document.
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HEVIA, BEAGLES & COMPANY, P. A.
PROFESSIONAL CONSULTING GROUP
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Regal Discount Securities, Inc.
Glenview, Illinois

We have audited the accompanying statement of financial condition of Regal Discount Securities,
Inc. as of December 31, 2003 that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. 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 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 audit provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects,
the financial position of Regal Discount Securities, Inc. as of December 31, 2003, in conformity
with accounting principles generally accepted in the United States of America.

A
- ° .
% M%QQ \
CERTIFIEI’PUBL{Q ACCOUNTANTS

St. Petersburg, Florida
February 23, 2004



REGAL DISCOUNT SECURITIES, INC

STATEMENT OF FINANCIAL CONDITION
December 31, 2003

ASSETS

Cash and cash equivalents

Receivable from broker-dealer

Securities owned, not readily marketable, at estimated fair value
Furniture, equipment and leasehold improvements, net

Other assets

Total Assets
LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable and accrued expenses
income taxes payable
Total Liabilities

Commitments and Contingencies

Stockholders' Equity
Common stock, $10 par value; authorized 50,000 shares:
issued and outstanding 2,625 shares
Additional paid-in-capital
Accumulated deficit :
Total Stockholders' Equity

Total Liabilities and Stockholders’ Equity

The accompanying notes are an integral part of the statement of financial condition

342,748
458,572

56,700
351,688

76,295 .

1,286,002

191,833
2,569

194,402

26,250
1,399,750
334,400

1,091,600

1,286,002



REGAL DISCOUNT SECURITIES, INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 1. ‘Nature of Business and Significant Accounting Policies

Regal Discount Securities, Inc., (“Company”) is a broker-dealer registered with the Securities and
Exchange Commission (SEC). The Company is engaged in agency transactions in securities on behalf of
customers and other related activities. The Company’s customer securities transactions are cleared through
another broker-dealer on a fully disclosed basis.

The Company operates under the provisions of Paragraph (k)(2)(ii) of rule 15¢3-3 of the Securities and
Exchange Commission and, accordingly, is exempt from the remaining provisions of that rule. Essentially,
the requirements of Paragraph (k)(2)(ii) provide that the Company clears all transactions on behalf of
customers on a fully disclosed basis with a clearing broker-dealer, and promptly transmits all customer
funds and securities to the clearing broker-dealer. The clearing broker-dealer carries all of the accounts of
the customers and maintains and preserves all related books and records as are customarily kept by a
clearing broker-dealer.

Significant accounting policies are as follows:

Use of estimates: The preparation of financial statements in conformity with generally accepted accounting’
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements.
Actual results could differ from those estimates.

Revenue recognition: Commissions and related clearing expenses are recorded on a trade-date basis. -

Cash and cash equivalents: The Company considers all highly liquid debt instruments purchased with
original maturities of less than ninety days to be cash equivalents. The Company maintains at various
financial institutions cash and cash equivalents which may exceed federally insured amounts at times and
which may at times significantly exceed reported amounts due to outstanding checks.

Securities owned, not readily marketable: Securities not readily marketable include investment securities
(a) for which there is no market on a securities exchange or no independent publicly quoted market, (b) that
cannot be publicly offered or sold unless registration has been effected under the Securities Act of 1933, or
(c) that cannot be offered or sold because of other arrangements, restrictions or conditions applicable to the
securities or to the issuer or company. '

Equity securities which are not readily marketable are recorded at cost until significant events indicate cost
is no longer appropriate and then are carried at their estimated fair values. Such securities have been
valued based upon other market sources which are believed to provide a reasonable value for such
investments.

Furniture, equipment and leasehold improvements: Furniture and equipment are recorded at cost and

depreciated on accelerated methods over the estimated useful lives of the assets. Depreciation expense on
assets acquired under capital lease is included with depreciation expense on owned assets. Leasehold
improvements are amortized on a straight-line basis over the lease term.

Income taxes: The Company, with the consent of its stockholders, has elected to be taxed under sections of

the federal income tax laws which provide that in lieu of corporate income taxes, the stockholders
separately account for their pro rata shares of the Company’s items of income, deduction, losses and
credits. Therefore, these statements do not include any provision for federal corporate income taxes.



I I N TN BN AR AR BE ER R BN BN B 5

REGAL DISCOUNT SECURITIES, INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 2. Receivable From Broker-Dealer

The amounts due from broker-dealer at December 31, 2003, are comprised of the following:

Commissions, interest and rebates receivable $ 423,572
Deposits 35,000
$ 458,572

Note 3. Furnifure, Equipment and Leasehold Improvements

Furniture, equipment and leasehold improvements at December 31, 2003, consist of:

Leasehold
Furniture Equipment Improvements Total
Cost » S 186,083  § 1,1195,136 S 96,033 $ 1,477,252
Accumulated depreciation
and amortization (137,075) - (978,348) (10,141) (1,125,564)
Net $ 49,008 § 216,788  § 85892 S 351,688

Depreciation and amortization expense for the year ended December 31, 2003, amounted to $135,344,
Note 4. Employee Benefit Plans

The Company has a SIMPLE IRA plan for its employees. Employees are qualified to participate in the
pension plan after one year of service. The Company matches 100% of each employee’s contribution up to
1%, which is 100% vested. Pension expense for the year was $14,703.

Note 5. Commitments and Contingencies

The Company leases office space and a copier under various noncancelable-operating leases expiring
through March 2011. Minimum annual rentals under these leases, exclusive of additional payments which

may be required for certain increases in operating and maintenance costs, are as follows:

Years ending December 31:

2004 $ 119316
2005 . 90,300
2006 60,474
2007 ' 48,555
2008 ) , 50,016
Thereafter 91,017

Rental expense charged to operations for the year ended December 31, 2003 was $185,151.
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~ REGAL DISCOUNT SECURITIES, INC

NOTES TO FINANCIAL STATEMENTS

Note 6. Financial Instruments with Off -Balance Sheet Risk

As discussed in Note 1, the Company’s customers’ securities transactions are cleared on a fully disclosed
basis by its clearing broker-dealer. The clearing broker-dealer carries all of the accounts of the customers
of the Company and is responsible for execution, collection and payment of funds, and receipt and delivery

. of securities relative to customer transactions. Off-balance sheet risk exists with respect to these

transactions due to the possibility that customers may be unable to fulfill their contractual commitments
wherein the clearing broker-dealer may charge any losses it incurs to the Company. The Company seeks to
minimize this risk through procedures designed to monitor the creditworthiness of its customers and to
ensure that customer transactions are executed properly by the clearing broker-dealer.

The Comp;my does not anticipate nonperformance by customers or its clearing brokers. In addition, the
Company has a policy of reviewing, as considered necessary, the clearing brokers with which it conducts
business.

Note 7. Net Capital Requirements

The Company 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, both as defined, shall not exceed 15 to 1. Rule 15¢-1 also provides that equity
capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to 1.
At December 31, 2003, the Company had net capital and net capital requirements of $650,706 and
$100,000, respectively. The Company’s net capital ratio was .30 to 1 at December 31, 2003.



