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INDEPENDENT AUDITORS’ REPORT

Shareholder
Olin Securities Corporation
Bloomfield Hills, Michigan

We have audited the accompanying statement of financial condition of Olin Securities
Corporation as of December 31, 2001 . These financial statements are the responsibility of the
corporation’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 Olin Securities Corporation as of December 31, 2001, in conformity
with generally accepted accounting principles.
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BIRMINGHAM, MICHIGAN — GUEST, OLDS AND WEST, PLC
February 11, 2002 Certified Public Accountants
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OLIN SECURITIES CORPORATION
STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2001

ASSETS

Cash

Deposit with clearing broker (Note 4)
Receivable from clearing organization
Securities and investments

Prepaid expenses, deposits and other assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDER’S EQUITY

LIABILITIES:
Accounts payable and accrued expenses

SHAREHOLDER’S EQUITY:
Common stock ($1.00 par value; authorized
100,000 shares; issued and outstanding 50,000
shares)

Retained earnings

TOTAL SHAREHOLDER’S EQUITY

TOTAL LIABILITIES AND SHAREHOLDER'’S EQUITY

See Notes to Financial Statements.

$ 18.792
25,000
21.614

2,200

2413

$70.019

$ 2,741




OLIN SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The corporation’s accounting and reporting policies conform to generally
accepted accounting principles. Certain significant accounting practices and
policies are described as follows:

Organization and Operation - Olin Securities Corporation was organized for the
purpose of acting as a securities broker-dealer and began business on April 15,
1988. The vast majority of customers are located in southeastern Michigan.

Recording of Securities Transactions - Securities transactions (and related
trading profits and losses) are recorded on a trade date basis.

Property and Equipment - Office furniture and equipment are stated at cost and
depreciated over the estimated useful lives of the assets using an accelerated
depreciation method.

Taxes - The Corporation has elected to be taxed as an S corporation under the
Internal Revenue Code and, accordingly, the sole shareholder will be responsible
for payment of income taxes.

Cash Equivalents - For purposes of the statement of cash flows, the corporation
considers all highly liquid investments purchased with a maturity of three months
or less at acquisition date to be cash equivalents.

NOTE 2 - PROPERTY AND EQUIPMENT

The major classes of property and equipment at December 31, 2001 are as
follows:

PROPERTY AND EQUIPMENT:

Equipment $5,967
Furniture and fixtures 3.307
Total 9,274

LESS: Accumulated depreciation 9.274
NET PROPERTY AND EQUIPMENT § -0-

See Notes to Financial Statement




OLIN SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED DECEMBER 31, 2001

NOTE 3 - NET CAPITAL REQUIREMENTS

The corporation is required to maintain a minimum net capital of
$5,000 and a ratio of aggregate indebtedness to net capital of less than
or equal to 15 to 1 pursuant to the net capital provisions of Rule 15¢3-1
of the Securities Exchange Act of 1934, as defined under such
provisions. At December 31, 2001 the corporation had net capital, as
defined, of $62,665 and a ratio of aggregate indebtedness to net capital
of .0437 to 1.

NOTE 4 - MINIMUM DEPOSIT REQUIREMENT

The corporation’s brokerage service agreement with its clearing broker

requires that it maintain a minimum of $25,000 on deposit with the

broker. The deposit may consist of cash or U.S. Government
" obligations.

NOTE 5 - USE OF ESTIMATES

The presentation of financial statements in conformity with GAAP
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 and the
reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

NOTE 6 — LEASES

The company conducts its operations from office space leased under a
two-year non-cancelable operating lease expiring August 2003. The
following is a schedule of future rental payments required under the lease
as of December 31, 2001

Year Ending
December 31 Amount
2002 $20,544
2003 13,696

The rental expense for the year ended December 31, 2001 was $15,157.

See Notes to Financial Statements.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL STRUCTURE

Shareholder v
Olin Securities Corporation
Bloomfield Hills, Michigan

In planning and performing our audit of the financial statements of Olin Securities Corporation
for the year ended December 31, 2001, we considered its internal control structure, in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control structure.

Also, as required by Rule 17a-5(g) (1) of the Securities and Exchange Commission, we have
made a study of the practices and procedures (including tests of compliance with such practices
and procedures) followed by Olin Securities Corporation that we considered relevant to the
objectives stated in Rule 17a-5(g); (1) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under Rule 17a-3(a) (11); and (2) procedures
for determining compliance with the exemptive provisions of Rule-15¢3-3. We did not review
the practices and procedures followed by the corporation in making the quarterly securities
examination, counts, verifications and comparisons, and the recordation of differences required
by Rule 17a-13; in complying with the requirements for prompt payment for securities under
‘Section 8 of Regulation T of the Board of Governors of the Federal Reserve System; or in
obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3 because the corporation does not carry
security accounts for customers or perform custodial functions relating to customer securities.

The management of the corporation is responsible for establishing and maintaining an internal
control structure 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 procedures referred to in the proceeding paragraph and to
assess whether those practices and procedure can be expected to achieve the commission’s
above-mentioned objectives. Two of the objectives of an internal control structure and the
practices and procedures are to provide management with reasonable, but not absolute, assurance
that assets for which the corporation 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 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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Shareholder
Olin Securities Corporation
Page 2

Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities 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 consideration of the internal control structure would not necessarily disclose all matters in
the internal control structure 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 structure elements does not reduce
to a relatively low level the risk that errors or irregularities 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 the internal control structure that we consider to be material
weaknesses as defined above.

We understand that practices and procedure that accomplish the objectives referred to in the
second paragraph of this report are considered by the commission 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 corporation’s practices and procedures were adequate at December 31, 2001 to
meet the commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, and other regulatory agencies which rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 and should not be used for any other purpose.
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