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OATH OR AFFIRMATION

1, _Welton C Smith ' swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
W. C. Smith & Co., Inc. . as of
December 31 ., _2001 are true and correct. I further sww (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has-any proprietary interest in any account classified soley as that of
a customer, except as follows:

-None

Z/% é;? A
/M

7//44 % pﬂm

—

1110 W7k B b B B

U

RAREY

Notary Public

My Commission Expires
May 18, 2008

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

(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).

"(d) Statement of .Cash Flows.

(e) Statement of Changes in Stockholders’ Equnv or Pantners’ or Sole Proprietor’s Capital.

(f) Statement of Changes in Liabilities Subordmatcd 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.

(j) A Reconciliation, including appropnate explanation, of the Computation of Net Capital] Under Rule 15¢3-1 and the
Computation for Determinaiion 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 con-
solidation.

() An Oath-or Affirmation.

(m)A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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. December 31, 2001 and the related’ statements of i income, changes i in stockholder’s equity, and cash flows"

. MEMBEROF *

TR Byerley&Payne

I

. Independent Auditors’ R-elp’ort'“ ) Tl B

-,an"r'd ofDir_e_é‘t(")‘r‘sf- e

W. C. Smith & Co., Inc.

‘ . AMERICAN INSTITUTEOF - . . e CERTIFIED PUBLIC ACCOUNTANTS PA. -
" CERTIFIED PUBLIC ACCOUNTANTS L o R AL WESTNORTH FIRST STREET : ' y
R AND - ‘ L R - 'SENECA,SC29678 - . . L oL
soum caaorm{x ASSQCIATIQN‘ " ! o TELEPHONE (864) 8821937 FAX:. (864) 882-1938 B . S ~ NEIL E. BYERLEY (Relir;d)~
OF CERTIFIED PUBLIC ACCOUNTANTS . . :

. E-mail map@inniova.riet™ o ST .7 MARK A PAYNE, CPA

We have audited the- accompanying‘statement of fmancial"conditi‘on of W. C.-Smith & Co., “Inc. as of

. “for the year then énded that you are. filing pursuant to Rule 17a-5 under the Securities Exchange-Act of :

" 1934. These financial statements are the responsrbrhty of the Company s management Our respon51b111ty‘ :
is to express an opmlon on these ﬁnanc1al statements based on our aud1t ‘

: :‘Amerlca 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 dudit mcludes exarmnmg, on'a test -
basis, evidence supporting the amounts and dlsclosures in the financial statements. An audit also includes

‘ “.We conducted our audlt n accordance with auditing standards generally accepted i the Umted States of ),

_assessing the accounting prrncrples used. and significant’ estimates made- by -management,” as well as

. evaluating the overall ﬁnanc1a1 statement presentatlon We belleve that our audlt prov1des a reasonable .
L ‘ba31s for our opinion: : - S

~ financial position of W. C. Smith & Co Inc, at December-31, 2001, and the results.of its operations and its.

. January 18, 2002

cash flows for the-year then ended i in conform1ty with - accountlng prrnc1ples generally accepted in'the -

Umted States of Amenca

whole.  The information contained in Schedule 1 is presented for purposes of addmonal analys1s and is not
a- requrred part of the basic ﬁnanmal statements but is supplementary informatjon requlred by Rule 17a-5

under the- Securities Exchange Act of 1934. - Such information has been subjected to the auditing
‘procedures apphed in the audit. of the basrc finaneial’ statements and, in,our opmlon 18 farrly stated in alt

materlal respects 1n relation to the basrc ﬁnanmal statements taken asa whole

"jé f@m%

‘vByerley&Payne CPA PA. S -

Seneca South Carohna

,’In our oprmon the ﬁnancral statements referred to above _present falrly, in all matenal respects, the o

Our audit was conducte‘d for the purpose of forming an opinion on the basic'fmahcial statements takenasa =




Liabilities:

_W.C. Smith and Co., Inc.
Greenvule, South Carolma ,
Statement of Fmanclal Condltlon o

o December 31 2001

_ v;'Asgetsl ‘, g

‘ - Cash

Commlssmns Recelvable

Cash Dep051t with Clearmg Broker

Investments : E
Equipment at Cost Less Accumulated Deprematlon of $6 006 ’

: Other Assets ‘

Total'A‘vssetsﬂ‘... DR
T B 'L.ig‘ bilities and S tockhoider's Equity -

- ‘Commissions Payable
_ Retirement Payable.
Payroll Wlthholdmgs and Taxes Payable

Total Llablhtles

o Stockholder sEqulty

Common Stock, $1 Par Valhe - R
Authorized 100,000, Issued 1 000 SR

- Addmonal Paid In Capital

Retained Earnings .

- Total Sto'ckhbl’der's' Equity

* " Total Liabilities and Stockholder's Equity -

The accompanymg notes are an 1ntegral part.of these ﬁnanc:1a1 statements
o : ‘ _2_

. $ 101,803

$

46,636

28,439

715,000 -
110,300

LIST
271

56455

20534 .

461

97,450

1,000
24,892

(1,539)
CL 24353

$ 101,803




.+~ Commissions

' Telephone and Commumcatlons

* Total Exp'enses'

" Net Income (Loss) . . -

Greenvﬂle, South Carolma '
‘Statemerit of Income -
For the Year Ended December 31 2001

Revenues: - . °

Miscellaneous " ., ~

. 'Interest-

Total Revenues

: Expenses '

;‘Comrmssmns andWages e e e T

Clearmg Fees .~ -
o Retlrement Expense _
- Licenses, Fees and Insurance S

Office Expense

. Rent

. ‘ -*Payroll Taxes

Research and Other Expense
lAdvertlsmg e . S el e
Semiinars andEducatlon S R LT e

E Legal and Accountmg

o Travel and Meals _ § ‘
. Dues and Subscrlptlons e
" Contracted Servicés "

'Depreciation

. Miscellaneous = =

The accompanymg notes are an mtegral part of these ﬁnanc1al statements. :
‘ | . -3- L ' :

w.c Smith and Co ‘Inc. ““Vb‘"/ B . o . o

581,294,192

138,035

3 928?

,1336155

1105454

108,451

20,534
49,238 .
8,760 -

6,011
10,200

g

72,596
400
- 300 -
8,282

T 5,046
4,562

L 445

" 289 -

o435 -
1344875

s @m0




RN sttrlbu_tlons Sl T s I o

c L - - . . Lt . . . N . . N L - . i L . :

o Ww.cC. Smlth and Co Inc '
P Greenvnlle, South Carolma .
Statement of Changes'in Stockholder s Equlty
For the Year Ended- December 31 2001

]

] S “Additional .- Total .. ..
. o Common Stock - ‘- PaidIn " Retained . . Stockholder's. °
' Shares Amoun,t*:: ‘ Capital - Earnings . .- Equity

o Balance at Begmnmg ofPerlod : : 1,000 s '*”1“,'0'004 4'$_,4'2'4;8‘92., . $ 33,033- $ . 58,925
Issuarice of Common Stock ~ "~ - - T S
_ ‘Additional Paid In Capltal co G e e e D

B NetIncome(Loss) R o - T - L cel 7 (8,720) T 80 N
g (25 852) (25,852 .

" Balanee at Efid of Period S0 1000 $°1,000  .$:24,892. . (1 539)‘” 8 24353

[

: Thc accompanymg notes are an mtegral part of these ﬁnanc1al statements »
A e -4- o
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‘ Cash Flows from Operatmg Actwrtles

'~Cash at Begmnmg ofPerlod o - S

g ‘Cash at End of Perlod

W C Smlth and’ Co Inc Lo v

. Greenville, South Carolina ~.' . " "
§ . : Statement of Cash Flows C
R For the Year Ended December 31, 2001_ S

- Net Income (Loss) " =
Adjustments to Reeonelle Net Income to. :
Net Cash Provided: (Used) by Operatmg Actlvmes LT C ‘ .
Deprec1at1on o o - . $ - 289
_‘DecreasemCommlsswns Recelvable . : . e 69 084 -

s (8720)

'IncreasemOtherAssets o s e (271)‘
" Decrease in Commissions Payable , - el ‘-\(15 17) .-

Decrease in. Payroll Withholdings and Taxes Payable U . . o '~»(1_,'891.)_ ‘
o 'Decrease in’ Rehrement Payable Lo ST (12,385).

'-TotalA’destr’nents A T S UL

Net Cash Provided (Used) by Operating Activities

Cash Flows from Investmg Actlvmes

: Purchase oquu1pment o A,ff K " ' S R b k('1,446)“’"

. Net CashProvided._(Used)_by Investing Activitiés

) Cash Flows From Fmanemg Act1v1t1es 2

PaymentofD1str1but10ns S L o B : ‘;. 7 ] ,(f25,852)f‘“ :

' Net Cash Provided (Used) by Flnanei.ngv’A'ctivift‘i‘es -

;k"~In'cr'easeinCash.‘ Lo S

T

The accompanymg notes are an 1ntegral part of these ﬁnanc1al statments.‘

- _5_ :

39,709

130989 -
Cue)

_(25852)
3,691
a5

S8 46,636




‘Note 1 ;.Organizatioh‘and Nature of»B‘usiness:"' e R

'AInvestments . . AR i o Co
- Investments in debt and equrty securities w1th readrly avallable market values are recorded at market value :
' Secuntres that do not have readlly avallable market prrces are cartied at cost,

‘ ‘Note 3 Deposnt Wlth Clearmg Organlzatlon. : ~>"

} , » “W. C.-Smith and Co., Inc." -
... .. Greenville,South Carolina - -
o o Notes to Financial Statements .
December 31, 2001 R

The Company isa broker—dealer reglstered wrth the Secur1t1es and Exchange Comrmssron and i is 2 member -

- of the National Association of: Securrtres Dealers, Inc. It was formed under the laws.of South Carolina.
e The Company clears all trades through a clearmg broker and no customer accounts are carrled on 1ts books L

o ::<~Note2 -‘Slgnlﬁcant A'ccou_ntmg‘ Pollcles:"’ T ' Ll ’. ﬁ

Lo

Basrs ofAccountmg S AR , oL
The Company uses the -accrual basis - of accountlng Comm1ssrons and related clearmg expenses are

recorded ona trade date basrs All other materral revenue and expense is recorded when ‘earned or
mcurred T ‘ Co -

Depreclatlo

'[".Deprecratron is pr0v1ded ona strarght-lme basrs usmg an estrmated useful hfe of ﬁve years Deprec1at10n '
- expense for 2001 totaled $289 : ' ~

Income Taxes.

‘The. Company has elected to have the earmngs taxed under Sectlon 1362 of the Intemal Revenue Code andv‘ ;‘ ‘
~ similar provisions of- South Carolina law which ‘provide that in- heu “of corporate income taxes the.j '
‘ stockholder is taxed on’ hrs proportronate share of the Company $ earmngs K

Statement of Cash Flows o ' : . : s
For purposes of the statement of cash ﬂows the’ Company has deﬁned cash equrvalents as hrghly 11qu1d v
mvestments with, orlgmal maturrtles of less than mnety days that are. not held for sale in, the ordlnary

- .course of busmess

A

Use of Estlmates )

"The- preparation of ﬁnancml statements in conformlty w1th generally accepted accountrng prmc1ples
- requires management to make estimates and assumptlons that affect the -reported amounts-of assets and
" liabilities and drsclosure of contingent assets and liabilities at the' date of the ﬁnancral statements and the
‘reported' amounts of revenues and expenses during the reportmg perrod Actual results could defer from

- those estrmates - : ' :

o

, The contract w1th the cleanng agent requires the Company to mamtam a clearlng deposrt of $15 OOO w1th ‘ '

the clearmg agent. At year end the Company was in’ comphance Wlth thrs prov1sxon

_ Note q - Concentratlons of Credrt RlSk

Commrssmns recervable are due from the Company ] clearmg agent and varlous mutual funds




. 'W.C.Smith and Co.,Inc. - ~.
Greenville, South' Carolina
" Notes to Financial Statements ..
December:31,2001 "

" Note 5- Investments

-The Company part1c1pated ina prlvate placement offermg by the NASDAQ Stock Market Inc. A total of
. 800 warrants were purchased at a cost of. $10, 300. . Each warrant will entitle the Company to purchase 4

shares of the NASDAQ Stock Market, Inc. at a predeterrmned prlce begmmng June 28; 2002 At year end
>the Wanrants had no readrly avallable market pr1ce and therefore are recorded at cost ’ '

f : .Note 6- N et Capltal Requlrements

: The Company is subject to the Secuntles and Exchange Comm1s51on Umform Net Capltal Rule (SEC Rule” .~ |

15¢3- -1), whrch requires-the maintenance of minimum net capital and requires that the ratio of aggregate

-indebtedness to net capltal both as defined, shall not exceed 15t0 1. Equlty capital cannot be wrthdrawn -
E through company stock repurchases, dividends, and unsecured loans to the stockholder if such w1thdrawals
- would reduce net capital below 120% of the minimum net capltal requrrement At December 31, 2001, the

' Company had net capital of $l2 625, which was $7, 459 in excess of its requrred net capltal of $5 166 The
Company s net capltal ratlo was 6. 14 to Lo

Note 7- Operating Lease:

'The Company leases ofﬁce space on a month-to month basis. The monthly lease cost 1s $850 Rent
: expense totaled $10 200 in 2001

‘ Note 8 Retlrement Plan

. The Company has’ estabhshed a Srmphﬁed Employee Pensron Plan All employees who are twenty-one- ‘
years-old, who have $400 in wages -and who have worked three years for the Company are el1g1b1e to

Vo

partrclpate Ret1rement expense totaled $20 534 in. 2001




‘iRCCOHClllaUOD of Company s Computatlon of Net Cap1ta1: N

) W ‘C. Smith and Co Inc
‘ Computatlon of Net. Capltal Under Rule '
-‘ 15c3 1 of The Securltles and Exchange Commlssmn
o December 31 2001

Net Capltal

Total Stockholder s Equlty

DCdUCthHS S
Nonallowable Assets

"."'Net Capital e A o

K : v Aggregate Indebtedness » :
] Items Included in Statement of Fmancml Condmon
‘ Payroll Wlthholdmgs and Taxes Payable

- Commissions Payable
‘R_etlrement Payab_le

AfrotaliAggr‘égate'fndebﬁedn555'~ -

C Computatlon of Basic Net Capltal Requ1rement e , e L
' Mlmmurn Net Capltal Requlred : R

" Excess Net Capita_l' at_*l.,500 Percent‘
. >Excess' Ne‘t Capital at/l",'O'OO Percent‘ ‘ »' :

g Ratlo Aggregate Indebtedness to Net Cap1ta1

NetCapltalasReportedlnCompanys U T :

. Part I Focus Report, .

‘ AdJustments
None

‘Net_VAC‘ei),ital"PelfAbov.e'-‘. S

o . """ See accountants' eudit«feport;» ’

Schedule 1

$ 24353

fg$“

(11,728)

812,625

$ a6l

56,455 - -

20,53

77,450

50166
7450
4880

6l4tol

12,625

12625
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Report on Internal Control Structure Requrred by Sec Rule 17a- N
For a Broker-Dealer Clalmmg an Exemptlon from Sec Rule 15c3-3,.

, Board ofDirectors ‘_
"W..C. Smith & Co.,Inc.. -

In plannmg and performmg our audrt of the ﬁnanc1a1 statements and supplemental schedules of W. C
Smith & Co., Inc. -for the year ended- December 31, 2001 we considéred its internal control, including
_control activities for safeguardmg securities, in order to determine our auditing procedures for the purpose

. . of expressing our OmeOIl on the consohdated fmanc1al statements and not to provrde assurance on mtemal
o control a . SRS :

: Also as requ1red by Rule 17a S(g)(l) of the; Secuntxes Exchange Comnusswn (SEC) we have made a
: _study of ‘the “practices and procedures followed by the Company including tests .of ‘such. practlces and
Aprocedures that: “WE cons1dered relevant to the ob)ecttves stated in Rule 17a-5(g).in makmg 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 of Rule 15¢3-3, Because the Company does not .
carry securities’ accounts for customers-or perform ‘custodial functions relatmg to customer securmes we '
IR d1d not revrew the pract1ces and procedures followed by the Company n any of the followmg ’

¢

1 Makmg quarterly securrtles exammatlons counts verxﬁcatlons and comparlsons

©.2, Recordatron of d1fferences requlred by Rulel7a-l3
3. Complymg wrth the requlrements for prompt payment f01 ‘'securities under Sectron 8 of Federal
- Reserve Regulatlon T of the. Board of Governors of the Federal Reserve System

.The management of the Company is respons1ble for estabhshmg and mamtalnmg 1nterna1 control and the .
', practices and' procedures referred to in the precedmg paragraph In fulfilling this respons1b1hty, estimates . -
-and judgments by management are requited to assess the expected benefits and related costs of controls
" and of the practices'and procedures referred to in the precedmg paragraph and to assess whether those
s practlces and procedures can be: expected to"achieve the. SEC’s above- mentloned ob_]ectlves Two of the
_ .- objectives of mtemal ‘control and the practices and procedures are to prov1de management with reasonable, -
-~ but not absolute- assurance that assets.for which the Company has respon51b111ty are safeguarded against
""'Ioss from unauthorized use or disposition and transactions are executed in accordance with management’s
authonzatlon and recorded ‘properly to permit the preparatlon of financial. statements in confornnty ‘with,
S generally accepted accounting principles. Rule 17a-5(g) lists addrtronal ob_]ectrves of the pracnces and .
E procedures hsted in the precedmg paragraph o

_9_




_ ‘were adequate at December 31,2001, to meet the SEC s objectrves

»Byerle'y"&vPayrie,‘ CPA, PA .

te

Because of mherent hrmtatrons in mternal control or the practlces and procedures referred to above error'l
or. fraud may occur and not bé- detected. Also projection of any evaluation of them to future perrods 1S
subject to the :risk .that they may become inadequate because of . changes in condmons or. that the ,

' effectrveness of their. des1gn and operatlon may deterrorate R

Our conslderatron of 1ntemal control would not necessarrly drsclose all matters in mternal control that,\

mlght be material weaknesses under standards established by the Amerrcan Institute of Certified Public
Accountants A material weakness is a condition in: which the design or operatron on the specrﬁc mternal ;
control components does not reduce to-a relatively low- level the risk that error or- fraud in ‘amounts. that

‘would be material in relation ‘to the financial statements bemg audited may occur and not be detected

w1thrn a timely period by. employees. 'in’ the . -normal course of performmg their assrgned functions.

‘_However we noted no matters’ involving’ 1nternal control 1nclud1ng control act1v1t1es for safeguardmg

securltres that we consrder to be materlal weaknesses as deﬁned above

o We understand that practices ‘and procedures that accomphsh the ob)ectrves referred to in the second o
: .paragraph of this report are consrdered by the SEC to beadequate for its purposes in- accordance with the . -

Securities Exchange Act of 1934 and related regulatrons and that practlces and procedures that do- not '

. accomphsh such obJectrves in all matenal respects  indicate ‘a material madequacy for .such purposes..

Based on this understandmg and on our. study, we believe that the Company s practlces and procedures :

o Thls report is- mtended solely for the mformatlon and use of the Board of Drrectors management the SEC,
- ‘and other regulatory agencies that rely on Rule 17a- 5(g) under the Securrtles Exchange Act of 1934-in their

- regulation of registered brokers and dealers and 18 not mtended to be and should not be. used by anyone :
. other than these spemﬂed partres ' : s

- Seneca;‘Sout-hCarolvina‘f."":‘. o : _ . ‘ ‘ " .
_January 18,2001 .- 7 -




