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OATH OR AFFIRMATION

L. Dennds C. Wells , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Welfs Company, Inc. , as

of Mazrch 31 , 20 04 , are true and correct. [ 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

RITA A WELLS @W 7l

TARY PUBLIC STATE OF MARYLAND :
N'l‘yoCommlsslon Expires December 1, 2005 Signature

Presdident
; Notary ﬁu%lic

Title

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

& (a) Facing Page.

(&) 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’ Capiral.

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

(g) Compuration of Net Capital,

(h) Compurtation 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 1o methods of
consolidation.

(1) An Qath 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.

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



WELLS COMPANY, INC.

Report on Examination of Financial Statements
March 31, 2004



KLOSTERMAN & ASSOCIATES
Certified Puhli

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT

To the Stockholder's
and Board of Directors of
Wells Company, Inc.

We have audited the accompanying balance sheet of Wells
Company, Inc. as of March 31, 2004, and the related statements of
income, changes in stockholders' equity, and cash flows for the
year then ended. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

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 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 Wells Company, Inc. as of March 31, 2004, and the results of
its operations and its cash flows for the year then ended in
conformity with generally accepted accounting principles.

Also, we have examined the supporting schedules on pages 8 =~
10, and in our opinion, they present fairly the information
included therein, in conformity with the rules of the Securities
and Exchange Commission.

& LR e Ao
May 7, 2004

Severna Park, Maryland



WELLS COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION
March 31, 2004

ASSETS

Current Assets
Cash
Accounts receivable - trade
Investments, at cost which approximates
market '
Total current assets

Furniture and fixtures, at cost less
accumulated depreciation ($14,300)

Total assets

, Liabilities
Current Liabilities
Accounts payable
Accrued expenses
Deferred income taxes

Total current liabilities

STOCKHOLDER'S EQUITY

Common stock, $.10 par value, authorized
100,000 shares, issued and outstanding
50,000 shares

Additional paid-in capital

Retained earnings

Total stockholder's equity
Total liabilities and stockholder's equity

See accompanying notes.
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WELLS COMPANY, INC.
STATEMENT OF INCOME

For the year ended March 31, 2004

Revenues
Direct sales commission and fees $ 101,531
Other income 298,513

131,044

Expenses
Salaries and wages 71,579
Registration fees 2,942
Travel and entertainment 2,593
Payroll taxes 5,959
Insurance expense 11,195
Rent expense 2,272
Legal and accounting 2,500
Telephone expense 1,885
Dues and subscriptions 825
Outside services 1,540
Office expense 1,699
Advertising expense 250
Profit sharing expense 10,188
Repairs and maintenance -
Miscellaneous expense 361
Depreciation expense -

115,788
Income from operations 15,256

Other income and expense
Interest income 390

Interest expense -
390

Income before federal and state income taxes 15,646
‘Federal and state income taxes

Current -

Deferred (750)

(750)

Net Income $ 14,896

Income per share $ =30

See accompanying notes.



WELLS COMPANY, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

for the yvear ended March 31, 2004

Additional Total
Common Paid-in Retained Stockholder's
Stock Capital Earnings Equity
Balance March 31,

2003 $ 5,000 $ 23,000 $ 37,662 $ 65,662
Net Income - - 14,896 14,896
Balance March 31,

2004 $ 5.000 $ 23,000 $ 52 558 $ 80,588

See accompanying notes.
.



WELLS COMPANY, INC.
STATEMENT OF CASH FLOWS

for the vear ended March 31, 2004

Cash Flows From Operating Activities

Cash receipts from operations
Interest income _
Cash received from operating activities

Cash paid for operating expenses
Cash paid for interest expense
Cash paid for taxes
Total cash paid for operating activities

Net cash from operating activities

Cash Flows From Investing Activitiés

Purchase of fixed assets
Investments purchased
Investments redeemed
Net cash flow from investing activities

Cash Flows From Financing Activities

Payment on notes
Net cash flow from financing activities

Net decrease in cash

See accompanying notes.
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§ 127,283
390
127,673

111,636

111,636

16,037

(74,746)
57,635
(17,111)
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WELLS COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
March 31, 2004

Summary of Accounting Policies

Depreciation - For financial and income tax reporting
purposes, depreciation is recorded on the accelerated method
at rates considered adequate to amortize the cost of the
respective assets over their estimated useful lives.

Accounts Receivable - Bad debts are accounted for under the
direct write-off method.

Income Taxes - Deferred income taxes are provided on timing
differences between financial and taxable income, and result
principally from the use of the cash basis of accounting to
recognize revenues and expenses for tax reporting purposes.

Cash - The Company considers all short-term investments with
an original maturity of three months or less to be cash
equivalents.

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, the
disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual
results could differ from those amounts.

The Company

Wells Company, Inc. ("Company"), was incorporated under the
laws of the State of Maryland on August 11, 1981. The Ccmpany
was formed to engage in a general securities business as a
broker/dealer.

Investments

Investments at March 31, 2004 comprised the following:

Money Market funds $ 80,757



WELLS COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
Continued
March 31, 2004

4. Exemption Provision Under Rule 15¢3-3

The Company qualifies for the exemption permitted under
paragraph K(2) (a) of the Securities and Exchange Commission
rule 15¢3-3.

5. Net Capital Recuirements

Pursuant to the net capital provisions of the Securities and
Exchange Commission, the Company is required to maintain net
capital of not less than $5,000 and aggregate indebtedness
shall not exceed 15 times net capital. At March 31, 2004,
the Company's net capital of $67,694 exceeded the capital
requirement of $5,000 by $62,694. The Company’s net capital
ratio was 1.84 to 1.

6. Earnings Per Share

Earnings per share is based upon the weighted average number
of shares outstanding during the period.

7. Profit Sharing Plan

The Company has a profit sharing plan ("The Plan") which is
qualified as an employee benefit plan under applicable
sections of the Internal Revenue Code. All employees of the
Company are eligible for coverage under the terms of the
Plan. Contributions to the Plan are at the discretion of the
Board of Directors.

8. Lease Commitments

Total rental expense included in the financial statements for
the year 2004 amounted to $2,272.

Operating lLeases

The Company has entered into a non-capitalized real property
lease beginning August 1, 1996 at a monthly rental of $540.
The lease is currently month-to-month. A portion of the
monthly rent is paid by a related corporation.



WELLS COMPANY, INC.

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

IN ACCORDANCE WITH RULE 15C3~-1 UNDER THE
SECURITIES EXCHANGE ACT OF 1934

as of March 31, 2004

1. Total ownership equity from Statement of
Financial Condition

2. Deduct:
Ownership equity not allowable for net
Capital

3. Total ownership equity qualified for net
capital

4. Add:

A. Liabilities subordinated to claims of
general creditors allowable in compu-
tation of net capital

B. Other (deductions) or allowable credits
deferred income tax

5. Total capital and allowable subordinated
liabilities

6. Deductions and/or charges:
A. Total non-allowable assets from Statement
of Financial Condition
B. Secured demand note deficiency
C. Commodity futures contracts and spot
commodities-proprietary capital charges
D. Other deductions and/or charges

7. Other additions and/or allowable credits
(lists)

8. Net capital before haircuts on securities
position

8. Haircuts on securities:
A. Contractual securities commitments
B. Subordinated securities borrowings
C. Trading and investment securities:
1. Exempted securities
2. Debt securities
3. Options
4. Other securities
D. Undue concentration
E. Other

10. Net Capital

$ 80,558

80,558

80,558

12,220

68,338
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WELLS COMPANY, INC.

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

IN ACCORDANCE WITH RULE 15c¢3-1 UNDER TEHE
SECURITIES EXCHANGE ACT OF 1934

as of March 31, 2004

Computation of Basic Net Capital Requirement

Minimum net capital required (6 2/3% of line 19)

Minimum dollar net capital requirement of
reporting broker or dealer and minimum net
capital requirement of subsidiaries

Net capital requirement
Excess net capital (line 10 less line 13)

Excess of net capital at 1000% (line 10 less
10% of line 19)

Computation of Aggregate Indebtedness

Total aggregate indebtedness liabilities from
Statement of Financial Condition

Add:
A. Drafts for immediate credit
B Market value of securities borrowed for
which no equivalent value is paid or
credited
C. Other unrecorded amounts

Total aggregate indebtedness

Percentage of aggregate indebtedness to net
capital (line 19 + line 10)

Percentage of debt to debt-equity computed in
accordance with rule 15c¢3-1d

$ 828

5,000
5,000

62 694

66,452

12,419

12,419

18.35%

15.42%



WELLS COMPANY, INC.

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL
IN ACCORDANCE WITH RULE 15¢3-1 UNDER THE
SECURITIES EXCHANGE ACT OF 1934
Continued
as of March 31, 2004

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

Differences between this computation of net capital and the
corresponding computation prepared by Wells Company, Inc. and
included in the Company's unaudited Part II FOCUS Report filing as
of the same date, consisted of the following:

Net capital per this computation $ 67,694
Difference due to audit adjustments 751
Net capital per the Company's Part IIA

FOCUS Report $ 68,445
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KLOSTERMAN & ASSOCIATES
.

Mr. Dennis C. Wells, President
Wells Company, Inc.

523 Benfield Road

Severna Park, Maryland 21146

Dear Mr. Wells:

We have examined the financial statements of Wells . Company,
Inc. for the year ended March 31, 2004, and have issued our report
thereon dated May 7, 2004. As part of our examination, we made a
study and evaluation of the Company's system of internal
accounting control to the extent we considered necessary to
evaluate the system as required by generally accepted auditing
standards. The purpose of our study and evaluation was to
determine the nature, timing, and extent of the auditing
procedures necessary for expressing an opinion on the Company's
financial statements. Our study and evaluation was more limited
than would be necessary to express an opinion on the system of
internal accounting contrcl taken as a whole. .

The management of Wells Company, Inc. is responsible for
establishing and maintaining a system of internal accounting
control. In fulfilling this <responsibility, estimates and
judgements by management are required to assess the expected
benefits and related costs of control procedures. The objectives
of a system are to provide management with reasocnable, but not
absolute, assurance that assets are safeguarded against loss from
unauthorized wuse 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 generally accepted accounting
principles.

Because of inherent limitations in any system of internal
accounting control, errors or irregularities may nevertheless
occur and not be detected. Also, projection of any evaluation of
the system to future periods is subject ¢to the risk that
procedures may become inadequate because of changes in conditions
or that the degree or compliance with the procedures may
deteriorate.



Mr. Dennis C. Wells - Page 2

Our study and evaluation made for the limited purpose
described in the first paragraph would not necessarily disclose

all material weaknesses in the system. Accordingly, we do not
express an opinion on the system of internal accounting control of
Wells Company, Inc. taken as a whole. However, our study and

evaluation disclosed no condition that we believed to be a
material weakness.

This report is intended solely for the use of management and
the Securities and Exchange Commission and should not be used for
any other purpocse.

Wﬁ-@««%—w

Severna Park, Maryland
May 7, 2004



