LA = B A ]

\’5 Q- QOO Srne GECOMMISSION
(s ~ Washingue.., _.C. 20549 a\\\Q

ANNUAL AUDITED REPﬁHT

FORM X-17A-5
PART i

FACING PAGE

OMB APPROVAL

OMB Number: 3235-0123
Expires: January 31, 2007
Estimated average burden

hours perresponss...... 12.00

SEC FILE NUMBER

» 23a%]

M agaired of Brokers and Dealers Pursuant to Section 17 of the
al Securltles Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING, SMMM I, 200k AND ENDING M” e 3, 2000

MM/DD/YY

MM/DD/YY
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
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OATH OR AFFIRMATION

I, CHARLES P. LAZZARO , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

FIRST WALL STREET CORP. , as
of MAY 31 ,20_05 , 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:

KM KIEFER
Cornmission # 1374011
Netary Public - Californla
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This report ** contains (check all applicable boxes):

0 (a) Pacing Page.

(b) Statement of Financial Condition.

(¢) 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.

(3) 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
comnsolidation. '

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




FIRST WALL STREET CORPORATION
NOTES TO FINANCIAL STATEMENTS

Years Ended December 31, 2004 and 2003

NOTE A: NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

- First Wall Street Corporation (the “Company”’) was formed in 1982 and is a licensed securities
broker-dealer under the jurisdiction of the NASD (National Association of Securities Dealers,
Inc.). The Company operates as an introducing broker and sells investments to clients. The
investment sales generate commissions to the Company. Most of the Company’s clients are
located in the Southern California area. The Company conducts its business in accordance with
the exemption under section (k)(2)(i1) of rule 15¢-3-3.

In July of 1997, the Company elected to be taxed under the provisions of Subchapter “S” of the
Internal Revenue Code. Under “S” Corporation status, the annual taxable income and losses of
the Company is reported by the shareholders on their individual Federal and State income tax
returns. No Federal income tax liability will be reflected in the financial statements.

Property and equipment

Property and equipment are recorded at cost. Depreciation is provided by the straight-line
method over statutory periods. The Modified Accelerated Cost Recovery System (MACRS) is
being used for income tax purposes. ,

Cash and cash equivalents

The Company considers cash and investments with maturity dates of three months or less at the
date of investment to be cash and cash equivalents.

Marketable securities

Marketable securities consist of publicly traded U.S. government obligations which are recorded
at fair market value. They are considered trading securities and unrealized gains are included in
net income.

Concentrations of credit risk

During the years ended December 31, 2004 and 2003, the Company maintained some of their
cash in deposit accounts that are not federally insured. The amount of cash that was not federally
insured totaled $114,866 and $896,948, as of December 31, 2004 and 2003, respectively.

Marketable securities with fair market value of $396,160 at December 31, 2004 are maintained
in a financial institution in an account that is not federally insured.

The majority of commissions receivable as of December 31, 2004 and 2003 are due from
Wedbush Morgan Securities.
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- CERTIFIED PUBLIC ACCOUNTANTS

400 SOUTH SIERRA AVENUE
SUITE 200
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Independent Auditors' Report on : " SOLANA'BEACH. CA 92075 -+
Internal Accounting Control’ ' ' ‘

. PHONE (858) 755-5131
FAX (858) 755-5374

The Board of Directors
First Wall Street Corporation
La Jolla, California

In planning and performing our audit of the financial statements and supplemental schedules of First
Wall Street Corporation (the Company) for the year ended December 31, 2004, 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
provide assurance on internal control.

Also, as required 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 (section
(k)(2)(ii)) of rule15¢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 followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, 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 of the 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 internal 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 additional objectives of the practices and
procedures listed in the preceding paragraph.
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- 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 conditions or

that the effectiveness of their design and operation may deteriorate.

- Our cons_ide'ration of internal control would not neeessarily 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 and operation of the

~ specific internal control components does not reduce to a relatively low level of 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 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, 2004 to meet the SEC’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 which 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.
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February 9, 2005
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