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OATH OR AFFIRMATION

1, _Cameron Shropshire ., swear (or affirm) that, to the l
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
. Dominion Investor Services. Tnc, as of li
December 31 , 192001, are trne and correct. I further swear (or affirm) that neither the company
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. (d) Statement of Changes-in-Financial-Condition:Cash Flows '
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() Computation of Net Capital
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() Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
mAWmeamcmmmdmmumxmmnmm
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

() A Reconcilistion between the audited and unaudited Statements of Fnancial Condition with respect to methods of con-
sofidation,

(@) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
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HOLTMAN, WAGNER & COMPANY, L.L.P.
Certified Public Accountants

876 Loop 337 Building 501
New Braunfels, Texas 78130
830-625-1182

Fax 830-625-1498

INDEPENDENT AUDITORS’ REPORT

Board of Directors
‘Dominion Investor Services, Inc.

We have audited the accompanying statements of financial condition of Dominion Investor
Services, Inc.,( a wholly owned subsidiary of Dominion Financial Services, Inc.) as of December

31, 2001 and 2000, and the related statements of income, changes in stockholders’ equity,

changes in liabilities subordinated to the claims of general creditors, and cash flows for the years
then ended, that you are filing pursuant to ruie 17a-5 under the Securities Exchange Act of 1934.
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 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 statements referred to above present fairly, in all material respects,
the financial position of Dominion Investor Services, inc. as of December 31, 2001 and 2000, and
the results of its operations and its cash flows for the years then ended in conformity with U.S.
generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule | is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1834. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

Aéﬂimm hagner ¢ &W,OM.?, LLP

Holtman, Wagner & Company, L.L.P.
New Braunfels, Texas 78130
January 31, 2002
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DOMINION INVESTOR SERVICES, INC.

(A Wholly Owned Subsidiary of Dominion Financial Services, Inc.)

Statements of Financial Condition
December 31, 2001 and 2000

2001 2000
ASSETS
Current assets:
Cash and cash equivalents $ 291,228 § 391,740
Receivable from clearing organization 132,716 88,409
Receivable from other brokers and dealers 14,687 13,760
Accounts receivable, other 23,653 32,358
Prepaid federal income tax 2,663 2,663
Prepaid expenses 18,646 16,922
Total current assets 483,593 545,852
Deposit with clearing organization 50,000 50,000
Deposits ‘ 186 186
Equipment, net of accumulated depreciation 2,224 5,621
$ 536,003 § 601,659
LIABILITIES AND STOCKHOLDER'S EQUITY
Current liabilities: :
Accrued payroll and benefits $ 166,918 $ 188,243
Accounts payable, other 20,055 32,171
Deferred income taxes payable -- 786
Total current liabilities 186,973 221,200
Stockholder's equity:
Common stock, $1 par value, 1,000,000 shares
Authorized, 1,465 shares issued and outstanding 1,465 1,465
Paid in capital 103,942 103,942
Retained earnings 243,623 275,052
Total stockholder's equity 349,030 380,459
Total liabilities and stockholder's equity $ 536,003 $ 601,659

The accompanying notes are an integral part of the financial statements.




DOMINION INVESTOR SERVICES, INC.

(A Wholly Owned Subsidiary of Dominion Financial Services, Inc.)

Statements of Income

For the Years Ended December 31, 2001 and 2000

REVENUES:
Commissions
Managed account fees
Other income
Interest

Total revenues

EXPENSES:
Commissions

Employee compensation and benefits

Clearing charges
Bad debts and errors
Communication
Depreciation
General and administrative
Occupancy
Legal and professional
Other taxes

Total expenses

Income before federal income taxes
Federal income taxes

Net income

2001 2000

3,816,984 § 4,932,845

484,206 627,957
35,374 53,390
36,694 57,735

4,373,258 5,671,927

2,929,899 3,894,112

613,875 622,154
346,301 463,916
1,782 23,697
51,435 89,164
3,397 4,181
155,894 172,416
73,087 82,669
14,582 27,224
14,321 15,382
4,205,473 5,394,915
167,785 277,012
(786) 93,089

168,571 $ 183,923

The accompanying notes are an integral part of the financial statements.



DOMINION INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of Dominion Financial Services, Inc.)

Statements of Changes in Stockholder's Equity
For the Years Ended December 31, 2001 and 2000

Balance January 1, 2000
Di‘vidends paid

Net income

Balance December 31, 2000
Dividends paid

Net income

Balance December 31, 2001

$

Common Paid-in Retained
Stock Capital Earnings Total
1,465 $§ 103,942 § 341,129 $§ 446,536
- - {(250,000) (250,000)
- -- 183,923 183,923
1,465 103,942 275,052 380,459
- -- (200,000) (200,000)
- - 168,571 168,571
1,465 $ 103,942 § 243,623 $ 349,030

The accompanying notes are an integral part of the financial statements.




DOMINION INVESTOR SERVICES, INC.

(A Wholly Owned Subsidiary of Dominion Financial Services, Inc.)

Statements of Changes in Liabilities Subordinated
To the Claims of General Creditors
For the Years Ended December 31, 2001 and 2000

Subordinated liabilities at January 1, 2000 $

Increases

Decreases

Subordinated liabilities at December 31, 2000
increases

Decreases

Subordinated liabilities at December 31, 2001 3

The accompanying notes are an integral part of the financial statements.




DOMINION INVESTOR SERVICES, INC.

(A Wholly Owned Subsidiary of Dominion Financial Services, Inc.)

Statements of Cash Flows .
For the Years Ended December 31, 2001 and 2000

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
generated by operating activities:
Depreciation
Changes in operating assets and liabilities:
Decrease (increase) in receivable from clearing organization
Decrease (increase) in receivables from brokers and dealers
Decrease (increase) in accounts receivable
Decrease (increase) in prepaid expenses
{Decrease) increase in accrued payroll and benefits
(Decrease) increase in other accounts payable
(Decrease) increase in income taxes payable
(Decrease) increase in deferred income taxes payable
Net cash generated by operating activities

Cash flows from investing activities:
Deposit refund
Net cash provided by investing activities

Cash flows from financing activities:
Payments under capital lease obligations
Transfers or dividends paid to parent

Net cash used by financing activities

Net decrease in cash

Cash at beginning of year
Cash at end of year

Supplemental cash flows disclosures:

Income taxes paid during the period
Interest paid during the period

2001 2000
168,571 $ 183,923
3,397 4,181
(44,307) 56,150
(927) 33,631
8,705 (7,602)
(1,724) (4,127)
(21,325) (98,216)
(12,116) 9,794
- (44,201)
(786) - 228
99,488 133,761
- 2,611
- 2,611
- (1,481)
(200,000) (250,000)
(200,000) (251,481)
(100,512) (115,109)
391,740 506,849
291,228 $ 391,740
- $ 105,502
- $ 83

The accompanying notes are an integral part of the financial statements.
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DOMINION INVESTOR SERVICES; INC.

(A Wholly Owned Subsidiary Dominion Financial Services, Inc.)

Notes to Financial Statements

December 31, 2001

Note 1-Summary of Significaht Accounting Policies

Dominion Investor Services, Inc. (the Company) was formed on December 28, 1990 and is

registered with the National Association of Securities Dealers (NASD). Its brokerage accounts
are insured by the Securities Investors Protection Corporation (SIPC). The Company clears its
securities transactions through National Financial Services Corporation, a member of the New
York Stock Exchange.

Reporting Entity:

Effective January 1, 2001, the Parent Company, Dominion Financia! Services (DFS) elected
under the Internal Revenue Code to be taxed as an S-Corporation. Under those provisions, DFS
does not pay federal corporate income taxes on its income, rather its shareholders are liable for
individual income tax on their proportionate share of DFS’s taxable income. DFS has made an
election with the Internal Revenue Service to treat the Company as a qualified Subchapter S
Subsidiary. As a result, for federal tax law purposes, the Company’s assets, liabilities, and items
of income and deduction are treated as being owned by DFS. Only DFS is required to file a tax
return and that return includes the Company’s assets, liabilities, and items of income and
deduction. These financial statements include only the accounts of Dominion Investor Services,
Inc.

Commission Revenue:

Commission revenue is recognized as of the settlement date and is generally the third business
day following the trade date.

Management’s Use of Estimates:
Financial statements prepared in conformity with generally accepted accounting principles require

that management use estimates to determine collectibility of receivables and estimates of useful
lives of equipment.

Note 2-Cash and Cash Equivalents

For purposes of balance sheet classification and the statement of cash flows, cash equivalents
include certificates of deposit and money market accounts which are treated as cash.




DOMINION INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary Dominion Financial Services, Inc.)

Notes to Financial Statements

December 31, 2001

Note 3-Deposit With Clearing Organization

The Company entered into an agreement with a clearing organization to execute and clear
securities transactions. The agreement requires that a $50,000 interest bearing deposit be
maintained by the clearing organization.

Note 4-Equipment

Equipment is stated at cost. Depreciation, for financial reporting purposes, is provided on the
double declining balance method over 5 to 7 years, the estimated useful lives of the assets. The
same method is used for income tax purposes.

Changes in fixed assets are as follows:

Balance Balance

1-1-01 Additions Retirements 12-31-01
Equipment $ 128,143 $ -3 - 3 128,143
Less Accumulated Depeciation (122,522) (3,397) . -- (125,919)
$ 5621 § (3,397) $ - % 2,224

Note 5-Federal Income Taxes

Effective January 1, 2001, DFS elected under the Internal Revenue Code to be taxed as an S-
Corporation and also elected to treat the Company as a Qualified Subchapter S Subsidiary of
DFS. Under those provisions, DFS does not pay federal corporate income taxes on its income.
As a Qualified Subchapter S subsidiary of DFS, the Company’s income is reported on the DFS’s
tax return and its shareholders are liable for individual income tax on their proportionate share of
DFS’s taxable income. These financial statements include only the accounts of Dominion Investor
Services, Inc.

The Company is still liable for taxes on built-in gains if certain assets are sold that were held by
the Company at the time that the S-Corporation election was made. Management has
determined that there are no built-in gains of the Company at January 1, 2001.

At December 31, 2000, a deferred tax liability existed in the amount of $786. As a result of the

change from a C-Corporation to an S-Corporation effective January 1, 2001, the deferred taxes
have been eliminated through a credit to federal income taxes in the current year.

10




DOMINION INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary Dominion Financial Services, Inc.)

Notes to Financial Statements

December 31, 2001

Note 6-Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital rule
(rule 15c3-1), which requires the maintenance of minimum net capital and requires the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1 (and the rule
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, 2001, the Company had net capital of
$249,352 which was $199,352 in excess of the required net capital of $50,000. The Company’s
aggregate indebtedness to net capital ratio is .75 to 1.

Note 7-Lease Commitments

The Company entered into lease agreements for office space. Future minimum lease payments
under the terms of the operating leases are as follows:

December 31,

2002 $ 71,731
2003 - 11,955
$ 83,686

Rent expense was $71,731 in both 2001 and 2000.

Note 8-Concentrations of Receivables and Deposits

Nationa! Financial Services Corporation (NFSC) clears trades for the Company and requires that
a deposit of $50,000 be maintained at NFSC for this service. The Company has other cash and
investments deposited with NFSC totaling $274,980. In addition, NFSC owes the Company for
certain December 2001 trades and other miscellaneous amounts totaling $132,716 at December
31, 2001.

Note 10-Possession or Control Requirements

There were no material inadequacies in the procedures followed in adhering to the exemptive
provisions of (S.E.C.) Rule 15¢3-3 (K) (2) (ii) by promptly transmitting all customer funds and
securities to the clearing broker who carries the customer accounts; therefore, the Company does
not have any possession or control of customer funds or securities. Further, our independent
auditors have ascertained that the conditions of the exemptions were being complied with as of
the date of the audit examination and no facts came to their attention to indicate that the
exemption had not been complied with during the period of their examination.

11




SCHEDULE |

DOMINION INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of Dominion Financial Services, Inc.)

Computation of Net Capital Under SEC Rule 15¢3-1
December 31, 2001

1 Total ownership equity from the statement of financial condition $349,030
2 Deduct ownership equity not allowable for net capital -
3 Total ownership equity qualified for net capital -
4 Add:
A. Liabilities subordinated to the claims of general creditors
Allowable for the computation of net capital -
B. Other (deductions) or allowable credits -
5 Total capital and allowable subordinated liabilities -
6 Deductions and/or charges:
A.  Total non-allowable assets from the statement of
financial condition:
Receivables from brokers and dealers (46,805)
Other assets (47,373) (94,178)
B. Secured demand note deficiency -
C. Commodity futures contracts and spot commodities-
proprietary capital charges -
D.  Other deductions or charges -
7 Other additions and/or allowable credits -

8 Net capital before haircuts on security positions ‘ 254,852

9 Haircuts on securities (computed, where applicabie,
pursuant to 15¢3-1f:)
A.  Contractual securities commitments -
B.  Subordinated securities borrowings -
-C.  Trading and investment securities:
1 Exempted securities '
2 Debt securites -

3 Options -
4 Other securities (5,500)

D. Undue concentration -

E. Other -
10 Net capital $249,352

12
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- SCHEDULE |
(continued)

DOMINION INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of Dominion Financial Services, Inc.)

Computation of Net Capital Under SEC Rule 15¢3-1
December 31, 2001

Items included in the statement of financial condition

Accrued payroll and benefits $166,918
Other liabilities 20,055
Total aggregate indebtedness $186,973

Computation of basic net capital requirement

Minimum net capital $50,000 ..
Excess net capital at 1000% $230,655
Ratio: aggregate indebtedness to net capital 75%

. Reconciliation of net capital to amount previously reported:

Net capital as previously reported $248,867
Audit adjustments:
Officer bonus accrual adjustment (301)
Elimination of deferred tax provision _ 786
Net capital 249,352
Minimum requirement ' (50,000)
Excess net capital $199,352
13




HOLTMAN, WAGNER & COMPANY, L.L.P.
Certified Public Accountants

876 Loop 337 Building 501
New Braunfels, Texas 78130
830-625-1182

Fax 830-625-1498

REPORT ON THE INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17a-5

Board of Directors
Dominion Investor Services, Inc.

In planning and performing our audit of the financial statements of Dominion Investor Services,
Inc. (a wholly owned subsidiary of Dominion Financial Services, Inc.) for the year ended
December 31, 2001, we considered its internal control structure, including procedures 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 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 Dominion Investor Services, Inc. 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 the reserve
required by rule 15c3-3(e); (2) in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by rule 17a-13; (3) 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; and (4) the rule 15¢3-3 to maintain
physical possession or control of all fully paid and excess margin securities of customers does
not apply to the Company because the Company does not have possession or control of
customer funds or securities.

Dominion Investor Services, Inc. is exempt from rule 15c3-3, pursuant to the 15c3-3(k)(2)ii)
exemption, and the conditions of the exemptions were being complied with as of the examination
date. No facts came to our attention to indicate that the exemption had not been complied with
during the period of our examination.

The management of the Company is responsible for establishing and maintaining an internal
control structure and thé 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 internal control structure policies and procedures 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 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 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 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.

16




DOMINION INVESTOR SERVICES, INC.
ANNUAL FINANCIAL REPORT
WITH
SUPPLEMENTAL INFORMATION

FOR THE YEARS ENDED BECEMBER 31, 2001 AND 2600

TColtman, Wagner & Company L.L.P.

Certified Public Accountants




