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FOR OFFICIAL USE ONLY
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: f?’f_bAi"H_.oR AFFIRMATION

1, William F. Marshall LSt swear (or affifm) that, o the
best of my knowledge and belief the accompanying ﬁnancai statement and supporting schedules pertaining to the firm of
First Winston Securities, Inc.

as of

December 3] 92001 | are true-and correct. I further swear (or affirm) that peither 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:

~70 ANN WILLIAMS
NOTARY PUBLIC
DAVIE COUNTY NC

miss&on Expires -

4””4

Nowary Public

| //‘fg/fﬁ

..,./

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

E  (a) Facing page.

X (b) Statement of Financial Condition.

X (c) Statemen: of Income (Loss).

X (d) Statemment of Changes in Financial Condition.

X (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

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

X () Computation of Net Capital

— (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Z () Information Relaing to the Possession or control Requirements Under Rule 15¢3-3.

X (j) A Reconciiation, including appropnate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computaton for Determination of the Reserve Reguirements Under Exhibit A of Rule 15¢3-3.

Z (k) A Reconcibauon between the audited and unaudited Statements of Financial Condition with respect 1o methods of con-
solidation.

X () An Oath or Affirmation.

Z {m)A copy of the SIPC Supplemental Report.

—  (n) A reporn describing any material :nadcquaw-s found to exist or found to have existed since the date of Tc previous audit.

x (0) Independent auditors' report on internal accounting contro

**For conditions of confidential treaiment of certain portions of this filing, see section 240.17a-5(ej(3).
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FORM (Financial and Operational Combined Uniform Single Report)
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1) Rule 17a-5{a) 2} Rule 17a-5(b) - 3) Rule 17a-11 i"— [ 18!
4) Special request by designated examining authorly [ T19] 5) Other

AME OF BROKER-DEALER SEC FILE NO
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2O 1 EXECUTION:

__3" SSS The registrant/broker or dealer submitling this Form and its attachments and the person{s)
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,ZE ";g correct and complete. I is understood that all required items, statements, and schedules

th M=o are considered integral parls of this Form and that the submission of any amendment

Pv L1 4 represents that all unamended items, statements and schedules remain true, correct and

E:,'g;g"" complele as previously submitted.

TOo>= J
- x

en
T 57‘
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOQUNTANT whose opinion is coatained in this Reporl

Name (I{ individual, state {ast, lirs, middie name)

BUTLER & BURKE, LLP, CPA'S T 10
AQORESS Number and Street City State Zip Code
100 CLUB OAXS COURT, SUITE A, WINSTON-SALEN, NC 27104
] T¢ [ I 72 l ] 73 ] 74_]
Check One - . .
(X) Ceclified Public Accountant
FOR SEC USE
( ) Public Accountant r

() Accountant not residen inUnited Statesoc {17}
any of ils possessioas )

00 HOT WIRTE UNDER THES LINE ... FOR SECUSE ONLY

WORK LOCATION AEPORT DATE DOC. SEQ. KO, _CARD
MMDONTY :
e st | s2is E
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Stockholders and Directors
First Winston Securities, Inc.
Winston-Salem, North Carolina

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial condition of First Winston
Securities, Inc. as of December 31, 2001, and the related statements of income (loss),
changes in ownership equity, changes in liabilities subordinated to claims of general
creditors, 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 First Winston Securities, Inc. as of December 31, 2001,
and the results of its operations and its cash flows for the year then ended in conformity
with generally accepted accounting principles.

ol &8 Ruven, LLFP

Winston-Salem, North Carolina
January 15, 2002




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART II

?ROKER OR DEALER

First Winston Securities,

Inc.

N|2

o

Cwsh

Cash seqregated? in comphance with
federal and other regulatrons

Reccivable from brokers or dealers
amed clearing organizations

A. Faled to deliver

1. Includable in "Formuta for Reserve

Requrrements™ .. .. ... ...

2 Other

8. Sacurrbies horrowed:

1. Includable in "Formula for Reserve

Requirements” . ... ........ .. ...

2 Other

C  Ommitus accounts

1 Includabie in "Formuta for Reserve

Requirements’ . ... ... ... ... ..

2 Ciber ..

D Cleanng vigamizations

1. Inctudabie in "Formula for Reserve

Ruequiremenis’ .
2 Other ..,
E  Other

Ruecesvables fram cusramers

A Secuntics accounts

1. Cash and fully secured accounts . . ..
2. Partly secured accounts . ... ...
3 Urnisecured accounts ... ..o
B Comunodity accounts. . ... ...

C  Allgwance Yot doubtiul accounts. ... .

Recewables from non-customers

A, Cash and fully secured accounts

B. Partly secured and unsecured accounts .. ..

Securities purchased under agreements

toresetl

Secunities and spot commaodities owned,

at market value

A Bankers acceptances, certificates of

deposit and commercral paper . ... ...

8. U.S and Canadian government

obhgations .. ... ... e

C  State and municipal gowernment

obthigations .. . ... .. ...

O Corporate obhgations . ... ... ... ..

[ o Jgpy

STATEMENT OF FINANCIAL CONDITION

As of IMM/DD!Y YY)
secritenc. 8-38999 [ e8]

Conschidated 198
Unconsalidated 199

ASSETS
Allowable Nonallowable Totsl
s 110,941 77 s 110,941 <5
—_ 210 760
220
230 | 770
240
250 780
260
M o 270 790
280 o
290 . {800 ]
300 . [ss0] v ]80!
310
320 560
570
330 | —_ 580 .
My [ 335 ] ! 11590 [820
340
3s0 | __ _ 600 830 |
360 |7 605 ,8401

370

7,421,086 } 390

y 400

.t At ey vmatooe A Financreial ctratoamanto T

oMIT *




LR

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

LS - - - - - P -

PART li
BROKER OR DEALER  Fiygt Winston Securities, Inc. asof__12/31/01
STATEMENT OF FINANCIAL CONDITION
ASSETS
Ailowéi}le Nonallowable Total
€. Stocksand warrants ........... . ..... Ts 410
F.Opuons.... ... . ... .. ... ...... 420
G ASbItrage . .. ... . 422
H. Othersecunities . . ................... 424
I. Spetcommodities . ... ..o o 430 s 7.421.086 ,rB_SCT]
B Securities owned not readily marketahle ’
A AtCost Y3 [130 ]
B. Avestimated fatrvalue .............. . [:ME) $ 610 [ﬁ]
9 Other investments not readily marketable:
A ArCost ..$ [140]
B. Atestimated fairvalue ............. .. 450 72 ’ 100 620 72 ? 100 870
10. Securtties borrowed under subordination agree-
ments and partners’ individual and capital
securities accounts, at market alue
A. Exempted
securities . . 8 150
B Other ....$ 160 ] Y 460 L 630 880
11, Secured demand notes:
market value of coliateral:
A. Exempted
securities . . S 170
B. Orther ... 8% 180 470 640 890
12, Memberships in exchanges:
A Dwned, at market
value, . . .. 3 ﬁm
B. Owned atgost .. ............... . rﬁ@
C. Contrituted for use of company, —_—
at marketvalue ... ... oL E-G_G-(Tl — QO_QJ'
13 lavestment in and recevables from
affihares, subsidiaries and
associated partnerships .. ..ol oL 480 M 910 ]
14 Praperty, furniture, equipment, leasehold
improvements and rights under
lease agreements
At cost {net of accumulated
depreciation and amortizationl . ... ... 430 lvl» 2 184 680 4 > 184 @
15 Otrher Assets
A Dividends and interest receivable. .. ... .. 47 » 304 500 €30
B Freeshipmenis . ... ... 510 700
C Loansandadvances. .. .. ........ ... .. 5201 _ 710
D Misceltaneous . ... .. o R L 530 720 é7’ 304 - 930
16 TOTAL ASSETS ......... s 7,579.331 [sao|s 76 284 ra0js /,655,615 ;940

OMIT PENMIES




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART H
BROKER OR DEALER First Winston Securities, Inc. sof —12/31/01
STATEMENT OF FINANCIAL CONDITION
LIABILITIES AND OWNERSHIP EQUITY
Al Non-A.l.
Liabilities Liabilities « Liabilities * Total
17. Bank lpans payable:
A. Includable in “Farmula for Reserve
Requirements’™ ... ............. ..... 3 103¢ | 3 1240 | $ 1460
B. Gther ... ... ... 1040 6.011.000 250 6.011 ’(]_(H] 1470
18. Securtties seld under repurchase agreements . . R 1260 ’ 1480 |
19  Payable to brokers or dealers and
clearing organizations:
A. Faited 1o receive:
1. Includable in "Formula for Reserve
Requirements™. . ... ... ... ... 1050 1270 1490
2. Other ... L. o 1060 1280 15(_)9.
B. Securnities toaned:
1. Includable in ""Formula for Reserve o
Requirements™ ... ................ 1070 y 1511!
20ther . M 1080 [1290] 1520
C. Omnibus accounts:
1. Includable in "Formula for Reserve
Requirements™. . ................. 1090 1530
20 0ther e 1095 Y, [1300 | 1540
D. Cleartng orgamizations:
1. Includable in ““Formula for Reserve
Requirements™ . ... . L. L 1100 —‘m
2 Other L 1105 1310 1560 |
E Other . 1110 1320 1570 |
2Q. Pavable to customers
A. Securities accounts sincluding free credits
o, Ts [s50] 10,487 [1120 Y 10,407  [15%0]
B Commodities accounts ... ............ M 1130 ‘ 1330] "SQOJI
21 Payahle 1o non customers
A Securties 3CEOUNES . oo v 1140 1340 1600
B. Commodities accounts . .............. 1150 1350 1610
22 Secunnes sold not yet purchased at markat
value - 1including arbitrage
MR P [%3) [7350] [fe20]
23 Accounts paya;ble and accrued liabilities
and expenses.
A Dralispayable. . .. ... . o oL 1160 1630 |
B Accountspayable .. ..., . ... ... 1170 154&1
C. Incnrne taxes payable ................ 1180 ;', 1650
D. Deferred income taxes. .. .. ... 00 oot z'u l 1370] 1660
E. Accrurd expenses and other ligbilities . . .. 1190 1670
F.oOther. . ... . i e .‘;; 1200 I 1380 1680
OMIT PENNIES
*Brokers or Dealers electing the alternative net capital requirement method need not complete these columns.
BASIC FILERS ONLY
1176 ~ _ _ . P =k . . - -




.

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART i

BROKER OR DEALER

asof__12/31/01

First Winston Securities, Inc.

24

25

o

28

30

3

27

29.

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND OWNERSHIP EQUITY [continued)

Al Non-A.l,
Liabilities Liabilities = Liabilities « Total

Notes and martgages payable:
A Unsecured . .. ... L L 3 1210 163¢C

$
B Secured ... ... .. ... L y 1211 | 3 I 1390] 170¢

Lsatulhities suborcdinated to claims of

general creditors:

A Cash borrowings . ... ................ l 1400 ] l 1?1’C

I from outsiders ,-'.5 970

2. Includes equity subordination {15¢3-1 (d]}

of ....... B ]980'
|990!

——
[1a10] | 172¢

A Secursties borrowings, at market value:

trom outsiders $

L Pussuant to secured demand nate
| 1420| Y 173C
collateral agreements; .. .. ..... ... ... . M {

1. lrom outsklers $ [1000
2. Includes equity subordination {15¢3-1 (d)}
ot ... % |1010 ]

D. Exchange memberships contributed for )
use ol company at market value . . ... ... ‘,‘; l 1430 l l 1747

E. Accounts and other barrowings not

qualified for net capital purposes . ... ... 1220 1440 1781
TOTAL LIABILITIES .. ... . . .. $ 10,407 1230 | $ 6,011,000 (1450 s_§ 021,407  [176¢
Ownership Equity

Soleproprietorship . ... L R e s [ 177
Parinership- hmited .
partners ... 9 1020 | . m
Carpnration —
A Prelerred S10CK L oL e e e ) 179
B Commaonstock ........... .. e T 2'_ 5!}2_859 179
C. Additional pad-in Caprtal L. L. L e . 178
D Retamet arnings . ... ... e T 1,091,349 | 17¢
B oAl e 1.634 208 _|17°
¢ 5179

FoLess capital StOCK 1M ErBASUIY . . o o o e e
TOTAL OWNERSHIP EQUITY oottt e e $ 1 ,634 208 18€C

s 7,655,615 Mee

OMIT PENMN!

TOTAL LIABILITIES AND OWNERSHIP EQUITY . ....... .. e

*Brokers or Dealers electing the alternative net capital requirement method need not complete these columns.

BASIC FILERS ONL

1776 See accompanving notes to financial cstarementc Paoca R




PART H—FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER For the period (vmooYY) tom YO L /01 /0T 73932}012]?1/ 0T 3012
First Winston Securities ’ Inc. Number of months included in this statement ]__2“ - 3N
REVENUE STATEMENT OF INCOME (LOSS)
1. Commissions:
a. Commissions on transactions In listed equlily securities executed on anexchange .........viiirininnneaniinnnnss s 3935 :
b. Commissicns on transactions in exchange listed equity securilies execuled over-the-Counter. ... . ...cccvenaiannn 35337 -
c. Commissions on listed 0plON IranSaCHONS L. .. . .. i e e et 2928
d. All other seCUTHIES COMMISSIONS L. . tiut ittt et st ittt ettt et et s st e te e iaam ettt i aneasasaens .Y 3933
8. Tolal SEQUMILIES COMMISSIONS L.\ttt it ittt e et et e tae s aasanas st e snaateteeeinnniossasssennnnns 3940
2. Gains or losses on lirm securllies trading accounts -
a. From market making in over-the-counler equily securllies . ... .. . it ine it i ittt i e e e W“
i. Includes gains or (losses) OTC market making in exchan'g.e lisled equily securities r3_9i3—|
b. From t1ading In debl SECURIES .. ..\ ittt t ittt it tae e e e e e it e e ey 1,590,411 3944
¢. From markel making in oplions on a nalional securities exChange .. ... .. ..ttt rer i teivnrnaenann, . 3945i
d.From all olher tradiNg ... oottt et e e e e e 3949,
. Tt GaINS 0F {1088BS) L ..ot e e e e e e 3550
3. Gains or losses on firm securilies investment accounts h
a. Includes realized gains (losses) ....... U 4235
b. Includes unrealized Qains [J0SS8S) . ...t in ittt e et i e e 4238
¢. Tolal realized and unrealized Qains (T0SSES) L. . . it e i it et i e y 3ss2.
4, Profits or {losses) from underwriling and SeMING QroUPS ... .. .ttt ittt i e e et 12,089] 2955
a. Includes underwriling income from corporate equily securities .................... ‘4237
LB Y e 11 T T Y- - - PN 3980
6. Revenue 1from sale of iNveSIMENt COMDANY ShaAIES L. .. ... ittt e et ettt ettt ataeaeeeaianns JsTe
7. Fees for account supervision, invesiment advisory and administrative SEIVICES ... ... .c.cuierirnrrnrarrnriacnsans ’ 3875
8. Roavenue from researCh SEIVICeS L .. ... i i i e e e e e e e 3380
D, COMMOGIIES FOVBMUB . oo it ittt sttt ettt et s e e e e e e e e e e e e 3930
10. Other revenue relatad 10 SECUMEES DUSIMESS L. .. ... .. ..ttt ittt ettt et ettt ettt aeanaas Y 3985
B T @ 1] T T G £ - T T GO 181 914 3995
L L I T T $ 1,784 ’ 414 4030
EXPENSES -
13. Registered representalives’ COMPENSAtION .. ... ...t ettt et et et e et et e et e e s a e aaaenaneenns S 492 . 405 4110
14, Clerical and adminisiralive emplOYEes’ EXDEMSES ... ... ...t oottt it e .. 176,913 |4cs0
15. Salaries and other employment costs for general pariners, and voting slockholder olficers ..........coiveineennn... 150,000 |4120
a. Inctudes interest credited to General and Limited Partners capital accounls ........ [4130]
16. Floor brokerage paid 10 certain braokars [see delimilion) .. ... ittt ettt 4055
17. Commissions and clearance paid 1o all other brokers {see delinillon) ... ... o ittt it it ians y 4145
18. Cloarance paid to non-Brokers (568 delinllion) ... ... ittt et e et et e ime b e 38 , 261 4135
19, COMMUNICAIIONS Lottt it it ettt et e et e e m it e e m e e e e e et e e e et e et ea e 53 . 637 40s0
20. OCCUPANCY 8Nd BQUIPAIBAT COSIS - et trn s vttt natn e st e e e e e e te s e o e et e tae e e ae e e e e eaaaan e 29 , 776 %080
21, PrOMONOMAl COSES .\t tttt ettt e et et s er et aetestan s e antasanaaeansarassesasenas nebsiasnsoansuenansaneesss 578 a1s50
22, INOTESE XPBASE . oo\ttt s rns e st a e e et et et e e n e e e e et e 147,834 4o1s
a. Includes Irterest on accounts subject o subordination agreements ................. [4070 .
23. Losses in error account and Bad debls .. .. .. it i i e e e e 4170
24, Data processing cosls (inciuding service bureau sarvice charges) .. ... ... i i e Y 4 s 27 2] ates
25, NONM-TBCUITING ChaATGES 1o vt it v et e e tte et et enaaaas e e esne m et ot aaanassmtesenaasaneesnsesaanenecaasantaserarssen 4190
26, REGUIALOTY 18ES BNT BXPONSES . . .\ttt at e et e e tae s et e et et e e et et e m et e e e 5, 128| 41ss
27, OHREL BXDBNASES o . vv et ete et et e et e e e e e e e e ey 96 ’ 996 4100
b T Y - I E (V2 13- 1 TP O A AP s 1 s 195 ’ 800 420
NET INCOME =
29. Income {loss) belore Federal income laxes and items below (Hem 12 1ess Mlem 28) ... ...t $ 588 . 614 [az10
30. Provision for Federal income taxes {10r parent only) ... . it inriierensierasnessaeroensietanosnanstaannss ()] 4220
31, Equity in earnlngs (losses) of unconsolidated subsidiaries not included 8bove ... ... ..cooviniiiiiiiiiianean y 0 4222
a. Aller Federal inCOME LAXES Of . ...ervuruneunensnnsssenaonseorsoranicssaarinns _,', [4233}
32, Extraordinary Qains [JOSSES) .o i vy iintaan et iranaeintaetiaiiacan et ta e e et 0 Fm
a. After Federal income taxes of ... ... i iionaeitisieeiarntanieiaaa.s {4239]
32, Cumulalive eflect of changes in accounting Principles .. ... . i i i st tnsa e 0 4225
34. Net income (loss) after Federal income taxes and extraordinary iBMS ..vevieerrreiueentoainiaseariaroneiasee us $ 588.61 4230
MONTHLY INCOME
35. tncome (current month only) before provision for Federal income taxes and extracrdinary items. ... .. ooovvnniens $ W
AT N ok ok em v ot it e e vt A Frirarnmrtal atratroamanto Pace Q




I FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
Capital Withdrawals
l PART Il
BROKER OR DE%L]-_EIESt Winston Securitiegor]:ﬁee-riod {(MMDDYY] !rom__Jl.LQll.Ql__lom
l RECAP
Ownership Equity and Subordinated Liabilities maturing or proposed to
be withdrawn within the next six months and accruals, which have
I not been deducted in the computation of net capital.
1. Equity Capital
A Partnership Capital
| 1. General Partners ... .o rs 4700
20 Lemated L. 4710
JoUndistnbuted Profits. .o oo 4720
l 4. Otherddescribe Delow). .. . ..o L 4730
5 Sole Proprietorsheg « .o oot 4735
B. Corporation Capital’
l 1. Common S10CK .ot 4740
2. Freterred S10CK o 4750
3. Retaned Earnings {Dividends and Other). . ... ... .. ... .. ... ... M 4760
4. Other fddescribe below!. ... oo i 4770
l 2 Subordinated Liabilities
A Secured Demand Notes . .. ... ... L 4780
B. Cash SUDOTGINBNIONS oottt 4790
I C. Oebentures .- ......... S R 4800
O. Other {descaibe below) .. ... 4810
3. Olher Anticipated Withdrawals
AL BONUSES . . o it e 4820
I B. Voiumary Contributions to Pension or Profit Sharing Plans . ............... M 4860
C. Other (describe beIOW) ... it i e et et e e e, 4870
1= LR $ I 4880
I 4. Description of Other
l STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)
l 1. Balance, beginning 0F Period .. ..o e e e e s 1 » 465 ) 594 4240
A NET InCOme 0SSt e e e e 588 » 614 4250
B. Additions [Includes non-cenformingcapital ©f ... ... ... oot 3 2262 |1 4260
C. Deductions {Incltudes nonconformingcapital of .. .. ... .. ... ... ......... 3 4272 |} 420 > 000 4270
I 2. Balance, end of period (From ltem 1800} . . . . . e s 1 ’ 63& 5 208 4290
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
' TO CLAIMS OF GENERAYL CREDITORS
3. Balance, beginning O PEriof .. ..ttt e e s 0 4300
A IOICTRASES . . . it o e e e e e e e e e e e e e ) 4310
' = 8o T T T I { i 4320
4. Balance, end of period (From ilem 3520 o v ittt e $ 0 4330
' OMIT PENNIES
3/78 . . .
. See accompanying notes to financial statements. Page 10




FIRST WINSTON SECURITIES, INC.
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2001

OPERATING ACTIVITIES

Net income $ 588,614
Adjustments to reconcile net income to net
cash used in operating activities: 1,421
Depreciation
(Increase)/Decrease in operating assets:
Securities owned, net (2,288,892)
Interest receivable (6,687)
Increase/(Decrease) in operating liabilities:
Accounts payable (6,000)
Customer deposits 10,407
Other payables (11,398)
NET CASH USED IN OPERATING ACTIVITIES (1,712,535)
INVESTING ACTIVITIES
Purchase of equipment (1,065)
NET CASH USED IN INVESTING ACTIVITIES (1,065)
FINANCING ACTIVITIES
Proceeds from secured short term bank loans, net 2,144,000
Dividends paid (420,000)
NET CASH PROVIDED BY FINANCING ACTIVITIES 1,724,000
INCREASE IN CASH 10,400
Cash, Beginning 100,541
Cash, Ending 110,941
Supplemental cash flow disclosures:
Interest payments 159,232
See accompanying notes to financial statements. Page 11




FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

First Winston Securities, Inc. is registered as a dealer pursuant to Section 15(b) of the Securities
Exchange Act of 1934. The Company deals primarily in municipal bonds and performs underwriting
services only as a participating underwriter. The Company's customers are generally located in
North Carolina.

Securities Transactions

Securities transactions (and related revenues and expenses) are recorded on a settlement date
basis, generally the fifth business day following the trade date.

Securities

Marketable securities owned by the Company are valued at market value. Net unrealized gains
and losses are reflected in operations. Securities not readily marketable are valued at fair value as
determined by management.

Underwriting Service

Underwriting fees or expenses are recognized when the underwriting is completed and the income
or expense is reasonably determinable.

Cash

For purposes of the statement of cash flows, the Company considers all short-term debt
securities purchased with a maturity of three months or less to be cash equivalents.

Receivables From and Payables to Customers and Dealers

Amounts receivable from and payable to customers and dealers represent the contract amount of
securities which have not been received or delivered by the settlement date.

Property and Depreciation

Property is recorded at cost. Depreciation is generally computed using accelerated methods over
estimated useful lives of five tc seven years.

Income Taxes

The Company has elected to be taxed under the provision of Subchapter S of the Internal Revenue
Code. Accordingly, the financial statements do not include a provision for income taxes because
the Company does not incur federal or state income taxes. Instead, its earnings and losses are
included in the stockholders’ personal income tax returns and are taxed based on their personal tax
strategies.

Page 12




FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

NOTE B: PROPERTY AND EQUIPMENT
Property and equipment is summarized as follows at December 31, 2001:

Vehicle $ 39,345
Leasehold improvements 1,905
Office furniture and equipment 58,507

99,757
Less: accumulated depreciation and amortization 95,573

$ 4,184

NOTE C: SECURED SHORT TERM BANK LOANS

At December 31, 2001, the Company had agreements with a bank to borrow funds of up to
$20,000,000 as needed on a secured basis to carry inventory and to cover fail transactions.
Interest on these loans is charged at the LIBOR plus 2.5% (4.606250%) at December 31, 2001. At
December 31, 2001, the loan balance of $6,011,000 was fully collateralized by the Company's
trading inventory, which had an aggregate market value of $7,421,086. The agreements with the
bank expire on June 30, 2002.

NOTED: COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company enters into underwriting commitments and when-
issued contracts. At December 31, 2001, the Company expected no losses from such open
commitments.

Page 13




FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTEE: MINIMUM NET CAPITAL REQUIREMENTS

The Company, as a registered securities broker-dealer, is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1). This rule prohibits a broker-dealer from
engaging in any securities transaction when its aggregate indebtedness exceeds 15 times its net
capital, as those terms are defined by the rule. At December 31, 2001, the Company had net
capital of $1,087,766, which exceeded its required net capital of $100,000, and its net capital ratio
was .01 to 1.

Page 14
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SUPPLEMENTARY INFORMATION REQUIRED
BY SEC RULE 17a-5

Stockholders and Directors
First Winston Secuirities, Inc.
Winston-Salem, North Carolina

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying financial statements of First Winston Securities, Inc. for the
year ended December 31, 2001, and have issued our report thereon dated January 15, 2002. Our
audit was performed for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in the schedules on the following pages 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 of the Securities and Exchange Commission.
Such information, as applicable, 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.

Al ¢ Quoice, Ll

Winston-Salem, North Carolina
January 15, 2002




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 11

BROKER OR DEALER

as of .1.2'/314/01 .

First Winston Securities, Inc.

COMPUTATION OF NET CAPITAL

1 Total ownership equity {from Statement of Financial Condition — ftem ¥800). . . . . ... ... i s 1,634,208 [ 3480
Deciict  Ownership equity NOt allowable FOr BT CaDITAl . . . o vttt e e et e e e e e e e { ; 3430
Total ownership equity Quahilied 1or NELEaPItAl . .. ... .t 1,634,208 3500

4 Add )
A. Liabihties subordinated 1o clasms of general creditors allowable in computation of et capstal. ... ... oL [3520
8 Other tdeductions) or allowable credets {Last) | L e ;‘; 3525

S Total capitas and altowable subordinated Habsities. . . ... L. L e S__L,M__Lgﬁ
3]

Deductrons and/or charges:
A Totat non-allowable assets from

Statement of Financial Condstion {Note B and C}

1. Addittonal charges for customers” and
NON-CUSIOMErS’ SECUFITY ACCOUNES . . oot it ittt e e i i n e e e [ 3550 l

2  Addinonal charges for customers’ and

NON-CusIoMers’ CommMOdily ACCOUNTS . « v vttt ettt ettt et it 3560
B Aged farl-to-delever. . L e e e 3570
1. Numberofitems .. .............. ,!; 3450

C  Aged short security differences-less
esarve Of L L L 3 3460 | ¥ 3580 I

number of stems. .. ... ... ... ... 3470
Secured demand NOte CBIICIBNCY - . ot e ettt et et et e ! 3590 '

€ Commotlity futures contracts and spot commodities

76,284 fasac

363C

proprietary €amital Charges . ... .\ et e e 3600
F QOther deductions andfor charges .. ... ... ... 3610
G. Deductions for accounts carried under Rule 15¢3-1{a}{6), {a){7) and {c}{2)(x) .. 3615
H. Tolal deduclions and/or CRAIGES . .. .. cwne v eeen sttt na et ot a e e {
7 Other addinons andior allowable credits 1LISTh. .o oo it
8 Mot Copiial betore haircuts On SECUNLIEs POSITIONS L L L. ottt

s 1,557,924 3640

a9 Harrcuts on securities: {computed, where applicable,

purstrant 1o 15¢3-1 {1 ).

A. Contractual SeCUfIlies COMUTHIMENES | ... . oLttt e e e 3660
B. SULordhinated SECUrITIES BOTTOWINGS . . o v v v vt et e oo i em e oo o 3670
C Trading and Envestment securchies
1. Bankers acceptances, certificates of deposit
M 3680
and cOMMErctal PAPOr . . oo v i e e e e e e e 3
2 US. and Canachan government obligations . ... . .o 36390
3 Siate and munictpal government obligations ... 470 71 58 3700
4 Corporate ObIGAONS . . ..o e 3710
6 S10CkS AN WATTANIS . « o o o oot et e e e e e 3720
B ODIIONS - o oot et e e e 3730
TOAPhMECAGR © e e 3732
8 OUBEE SBCUTITIES - o o oo e e e e e e e e e e 12 3734
D Untlue COMCEATIATION. o .ot et e et vt e a e s e e ;322 ‘
bl

470,158 | ae

[ e 3T I AT T s 1,087,766 375!

3/78

ONIT PENMNI
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART i
BROKER OR DEALER pirgt Winston Securities, Inc. asof__12/31/01..
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11 dimimum net capital required {6-2/3% of hne 19) ... . o L0 Lo - S S 69[! 3rs:
12 Minimum dollar nel capital regquirement of reporling broker or dealer and minimum net capilal requuement of

subsidiaries computed 1n accordance w:th Note (A) ... R L R S 100 ’ 000 | 375¢
13 Nel capttal requirement (greater of ling 11 or 12) TR . . o .S 3-06 » GUU 376!
14 Excess net capdal (hime 10 less 13) . Lo . U . . o .S 987,766 E_Tl
15 Excess rel capdal al 1000% thae 10 less 10% of hine 13) o Y s 1,086,725 |y

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A1 habihnes trom Statemenl of Financial Candition . . ... ... .. . . . S S 10L407 [379
17. Addg:

v
A. Dralts Ior immediate credil . ... . L o 8 [3300
B. Marke!l value of secunties borrowed for which no

eguivalent value 1s pard or credided . ... Lo e $ 3810
C Other unrecarded amouats {Listy ... ..o oL o s T 3820ﬂ§ 383

18. Deduct. Ad;ustment based on deposits in Special Reserve Bank Accounts {15¢3-1 {¢) (1) {vi)) . .8 383
13 Total aggregate indebledness P . R . ... S 10,407 384
20. Percentage ol aggregate indebledness lo net capital {line 19 — by hine 10) ... . .. .. ........ . .. % 1.0 385
21. Percentage ol Aggregate Indebledness to net capital alter annicipated capital withdrawals )

(hne 19 — by line 10 less ltem 4880 page 11} ...... .. ... A il %% 1 0O jas

N COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B /A
22. 2% ol combined aggregate debit items as shown in Formula for Reserve Requirements putsuant lo Rule 15¢3-3

prepared as of the dale ol the net capilal computation in¢luding both brokers or dealers -

and consohdated subsidianes’ debils ... . L JS M s 387
23 Minimum dollar net capital requirement of reporuing broker or dea'er and rimmum net capital .

requitement o! subsidianies computed in accardance with Nate (A) . . .. S 388
24, Net capdal reguirement {greater of hne 22 0F 23] L S 376
25 Excess net capdal (ine 10 less 24y . L. O e .8 391
26, Percentage o' Net Capital tc Aggregate Debils {line 10 — by hne 17 page B) . ... ... . ... . . . . vioun, %o 385
27. Percentage o! Net Capital, after anlicipateg capitat withdrawals, lo Aggregate Debus

{line 10 less liem 4880 page it -~ by line 17 page 8) .. ... .. ........... S % [EB’S
28.  Net capital in excess of: .

% ol combined aggregate debit items or $120000 - . .. ... ... . ... . e : S E;?

OTHER RATIOS

Part C N/A
29. Percenlage ol debt to debl-equity tclal compuled in accordance with Rule 15¢3-1{d) ... ... ... .. .. .......... % rﬁg
30 Cptons deduchons/Nel Capital ralig (1000%: test) total daductions exclusiwve of hquirdating eguity under

Rule $5¢3-1{a}6), (a)(7} and (c1(2}{x) =~ Nel Capital Ly 38%

NOTES:

{A) The minimum net capital requirement should be computed by adding the minimum dollar nel capital requirement
ol the reporting broker dealer and, lor each subsidhary to be consolidated, the greater of.
1. Minimum dollar net capital requirement. or
2. 6-2/3% of aggregate indebtedness or 2% of aggregate debits if aliernative method is used,

{B) Do not deduct lhe vaiue ol securilies borrowed under subardinalion agreements or secured demand noles
covered by scbordination agreements net in satistactory 1arm and the markel values o memberships in
exchanges contributed lor use of company (conira to item 1740} and partners’ securilies which were
included in non-allowable assels

{C)} For reports hied pursuant to paragraph {d) o! Rule 17a-5, respondent should provide a list of material
non-allgwable assels

3/83
Pace 17




FIRST WINSTON SECURITIES, INC.
AS OF 12/31/01

RECONCILIATION OF COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION WITH COMPANY'S COMPUTATION (included in
Part Il of X-17A-5 as of December 31, 2001)

There is no material difference in net capital computed in this report and that reported by the
Company in Part ll of Form X-17A-5 as of December 31, 2001.




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1l

BROKER OR DEALER ¥jrgt Winston Securities, Inc.

as of

12/31/01

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDER RULE 15c3-3
{See Rule 15¢3-3, Exhibit A and Related Notes)

CREDIT BALANCES

1. Free credit batances and other credil balances in customers’

security accounls (see Note A, Exhibil A, Rule $5¢3-3) ... ... ... .. ........ .‘. ] 4340 I
2. Monies borrowed collaleralized by securilies carried for the sccoun1s

of customers {see Note B .. .. 4359
3. Monies payable against customers’ securibes loaned (see Note C} ........... 4360
4. Cuslomers’ securities laded ta receive (see Note D) ... ... . ... ............ 4370
5. Credit balances in firm accounts which are altnbutable 1o

principal sales 1o CUSIOMErS . . . ... ... . I 4380 l
. Markel value of stock dividends. stock sphts and similar distributions

receivable outsianding over 30 calendar days ...... ...............c.e.i.. 4390
7. **Marke! value of short security count differences over 30 calendar days old .... 4400
8. *‘*Markel value of short securities and credits {ncl to be ollset by longs or by

debits) in all suspense accounts over 30 calendar days .................... v, i 4310 |
9. Market value of securilites which are in transler in excess of 40 calendar days

and have not been conhirmed o be in transter by the transler agent or

the issuer Quring the 40 Gays ... ... 4420
100 Other (LISt} Lottt e e 4425
1. TOT AL CRE DTS L e et e e e
DEBIT BALANCES
12. *"Debit balances in customers’ cash and margin accounts excluding unsecured

accounts and accounls doubliul of collechon nel of deductlions pursuant to

Note E. Exhibit A, Rule 15€3-3 .. .. . ..iiuiiiii it $ | 4440
13. Securities borrowed lo eflectuale short sales by customers and

securities borrowed to make delivery on customers’

securities farled 1o deliver ... ... L 4450
14. Failed to deliver o! cuslomers’ securilies not older than 30 calendar days ...... 4460
15 Margin required and on deposit with the Opticns

Clearing Corporation lar all option contracts

wrilten or purchased in customer accounts (See Note F) ................. 4465
18, Olher (LSt .‘.' 4469
17, CtAggregate Qe bil HOmMS L e e e e e
18. *less 3% (for ahternalive method only — see Rule 15¢3-1 {1) (5] (1)) - orviiin e et iaia e
19 **TOTAL 15¢3-2 DEBITS

RESERVE COMPUTATION

20

21.
22.

23

24.

25.

26,

Excess of tolal debits over lotal credits {iine 19fess line 19} . ... ... .
Excess of tolal credits over 1otal debils {line 11lessline19) ... ... .
It computalion permitted on a monthly basis, enter 105°% of
excess of lotal credits over lotal debits
Amount heid on deposit in “"Reserve Bank Accounl(s]”, including
value of qualiied securities, at end of reporting period

Amount ol deposit {or withdrawal} including

$ {74515 | value of qualitied secufities .. .coooaea e

New amount in Reserve Bank Account(s) after adding depesit or subtracting withdrawa! including

H | 45257 value of qualilied securities .......ooiioeniiniiiia

Date of deposit (MMDOYY)

FREQUENCY OF COMPUTATION

27.

Daily ,’ 4332 Weekly i 4333[ Monthly

I 4324 I

**In 1the event the Net Capital Requifemen! is compuled under the allernative method,
prepared in accordance wilh the requiremenis of paragraph {1} of Rule 15¢3-t.

3/78

“*Aeserve Formula™ shall

be

447
( )| 447
s 447

Y 44¢
445

[a%e

[(as1

452¢

4531
4541
OMIT PENNIZ
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

BROXER OR DEALER . . 2 1
First Winston Securites, Inc. asof _1 [31/0-

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
! FOR BROKER-DEALERS UNDER RULE 15¢3-3 (continued)

EXEMPTIVE PROVISIONS

28. I an exemption from Rule 15¢3-3 is claimed, identify below the section upon

which such exemptlion is based (check one only}

(k) (1}—32.500 capilal category as per Rule 15C3-1 L. . . ittt e Yy {—45—5

B. (k)] (2HA}—"Special Account for the Exclusive Benefit of
CUSTOMErS ™ MaINlaINed L . e e e e e e X [4_56

C. {k) {2)(B)y—All customer Iransactions cleared through angther
broker-dealer on a fully disclosed basis. Name of clearing

T |4335| 457

0. (k) (3)—Exempled by order of 1he ComMmMiSSion ...ttt ittt et e et e e e e 458

Information for Possession or Conirol Requirements Under Ruje 15¢3-3

State the market valuation and the number ot items of:

1. Customers’ [ully paid securities and excess margin securities nol in the respondent's possession
or contral as of the repor! date [for which insiructions to reduce lo possession or cantrol had
been issued as ol the report date) but for which the required aclion was nct laken by respondent

........................................ $ 458t

within the trme frames speciflied under Rule 15¢3-3. Neotes A and B

AL NUMBDEE OF J8MIS L. ittt t it e e e et 458.
2. Customers' fully paid securities and excess margin securities for which instructions to reduce
to possession or control had not been issued as ol the report date, excluding items arising
from “temporary lags which result from normal business operalions' as permitled under
—
Rule 1563-3. NoteS B, € 00 D L. it ittt ettt e e e ey $ 458
b |
A NUMbBEr Of B mmS . i s et e e ot sa s ama e i e e s ” 458
OMIT PENNI
3. The system and procedures utilized in complying with the requirement o maintain physical possession of
control of customers” fully paid and excess margin securilies have been tested and are funclioning in a
manner adequate to fullill the requirements of Rule 15¢3-3 ........... veeev. Yes 4584 No ! 458

NOTES

A—Do not include in item one customers’ fully paid and excess margin securities required by Rule 15¢ 3-3 1o be in
possession or control but for which mo aclion was required by the respondent as of the report dale of required aclion
was taken by respondenl within the lime frames specilied under Rule 15¢3-3.

B —Slale separately in response lo items one and two whether the securilies reporled in response thereto were
subseguently reduced to possession of conlrol by the respondent,

C —Be sure lo include in item two only items not arising-from “temporary lags which result from normal business
operations™ as permitted under Au'e 15¢3-3.

O —Iltem (wo must be responded to anly with report which is lifed as of the date selecled for the broker's or dealer's
annu3al audit of linancial stalements, whether or not such date is the end of a calendar quarter. The response lo ilem
two should be fied within 60 cafendar days afier such date, rather than with the remainder of this report. This
inlormalion may be required on a more Irequen! basis by the Commission or the designated examining authorily
in accordance with Rule 17a-5(a){2){iv).

3/78
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER First Winston Securities, Inc. asof _12/31/01

SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION

CUSTOMERS' REGULATED COMMODITY FUTURES ACCOUNTS

SEGREGATION REQUIREMENTS

1.

2. Net unrealized profit {oss) in open futures contracts traded on a contracl market
. Exchange traded options:

. Net equity {delicit) {total of 1,2 and 3)
. Add accounts liquidating to a deficit and accounts with debit balances with no open trades

Net ledger balance:

-y
[=]
pre
o

B. Securities {(at market)

7020

7030

A. Add: Market Value of open cption contracls purchased on a contract market

7032

B. Deduct: Market Value of cpen option contracts granted (sofdlonacontractmarket ... ... . ... iiiiinnrann. {

—

7033

7040

EEEENEE

7050

Amount required to be segregated {total of 4 and 5)

3
3

FUNDS ON DEPOSIT IN SEGREGATION

7.

11,
12.

13.
14.

. Margins on deposit with clearing organizations of contract markets:

. Settiement due from {to} clearing organizalicns of contract markels
10.

Deposited In segregated funds bank accounls:

~
(=1
=
(=]

B. Securities representing investments of customers’ funds {at market)

-4

&

o
—

C. Securities held for particular customers or option customers in tieu of cash (at market)

B. Securities representing investments of customers’ funds {at market)

2 [
EENE

C. Securities held for particular customers or option customers in fieu of cash (at market!

~
iy
N
o

-~
-y
(53
o

Exchange traded options:

A, Add: Unrealized receivables Tor oplion contracts purchased on contract markets

-
vk
[ A1
[\

B. Deduct: Unrealized obligations for option contracts granted (scld}on contract markels

-4
-
(2]
(A

Net equities with other FCMs

Segregated funds on hand:

[N

B. Securities representing investments of customers' funds {at marke?)

g

C. Securities held for particularcustomersindieuof cash{aimarket). .. ... . it i i it

-
-
=~
o

Total amount in segregation (total of 7 through 12) .« . .o i i it et e e ts it iian e H

-~
-
o
o

Excess (insufficiency) funds in segregation {13 minus €)

g

Parge 21

Y




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Ul
X . s 12/31/01
BROKER OR DEALER  pjrst Winston Securities, Inc. as of /
Qwnership Equily and Subordinated Liabilities maturing or proposed to be
withdrawn within the next six months and accruals, {as defined below),
which have not been deducled in the computation of Net Capital.
Type of Proposed
withdrawal or N/A Amzunt to be With- (MMDDYY) Expec!
Accrual Insider or drawn {cash amount Withdrawa! or to
See below for Outsider? and/or Net Capital Maturity Renew
code to enter Name o! Lender or Contributor {In or Ou!) Va'ue of Securities} Date {yes or no)

l 4600 I

4601 4602} 3

I 4503 ]

4604

4605

l 4610 l

4611 4612

‘4513!

4614

4615

I 4620 ]

4621 4622

[4623]

4624

4625

E B

| g ol

Y l 4€30 [ 4631 4632

I 4633 |

4634

4635

[4540]

:

4841} 4642

|4843 l

4644

4645

; [4650]

4651 4652

[4s3]

4654

)

4655

4661 4662

|4BSSI

4664

81 B

3

4665

4670 l

4671 4672

I4673|

d

4674

4675

! 4680 [

4681 4682

[4683 l

4684

4685

¥
s
T
3
14
1
L1}
M [46601
.‘}
IY
A
3

] 4690 I

4691 4692

JE e g

Nk

[4593 |

46394

i
8 E

4685

TOTAL 4

| 4699'|

OMIT PENNIES

*To agree wilh the total on Recap (liem No. 4880)

Instructions:  Detail listing must inciude the total ot items maturing during the six month period foliowing the
report date, regardless of whether or nol the capital conltribulion is expected to be renewed. The
schedule must also include proposed capital withdrawals scheduled within the six month

period following the report date including the proposed redemplion of stock and payments of
habilities secured by fixed assets {which are considered allowable assets in the capita! computation
pursuant to Rule 15¢3-1{€){2)liv)}). which could be required by the lender on demand or in 1ess

than six menths.

A
I‘

WITHDRAWAL CODE: DESCRIPTION
1 Equity Capital
2. Suberdinated Liabilities
3. Accruals
4 15e3-1(c}{2iv) Liabitities

I 3/78
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FINANCIAL AND OPERATIONAL COMSBINED UNIFORM SINGLE REPORT

PART H

BROKER OR DEALER

First Winston Securities, Inc.

asof _12/31/01

4

)

w

O W m ~w;

18

3]
20
21

22
23

3/83

N/A FINANCIAL AND OPERATIONAL DATA

Month endt 1ora] number of stock regornd hireaks unresutved ower theee business days Valuatwn Numtu
A bweaksione Lo L s 4390 {4300
B bireaks staard e o o e s 4910 |,, 492?!
Is the tirm o camphiance weth Rule Y22 13 reqardhng penionhe eount and

verdhichtion of secursties pasitions and 1ocaticens at ledst ance in e=ach

clentter quarter? (Check one) . . T Yes [: No ' ]
A) 11 respanse 15 negative attach exptananon ot steps being tiken to comply with Rute 172-13
Persopnet employed at end of reporting peand
A Income praducing personnel 4959
B Nenancome producing persannel (all ethee] © e e, 4960
C Toral s e 4970
Actuab numbier of nickets rxecuted during cuoent month ot reporung perniod .. L L L 4980
Numbier ol caceected customer conbiematinns maled alter settlement date .. ... ... .. ... . .. S o 4990

Na. of ltems Debrt {Short Valuel No. ol ftems Credit {Long Valuel

Money ditterences Lo I [so00] s 5010 5020] Vs 5030
Secuttty Suspnse accounts. L, L o 5040 s 5050 5060 $ 5070
Securdty thlletence accounts. ... L. . 5080 s 5090 5100 $ 5110
Commorhty suspense accounts . .. .. . S 5120 s 5130 5140 s ___ |s150
Qpen transactions with corraspondents,

ntter brokers, clearing arganizations,

depasitorms and mteroffice and

inteecnompany accounts whech cnutd

sult in g charge-unresolved

amounts over 30 catendar days . ... . 5160 $ 15‘70 ]5‘301 $ 5190]
Bank arcouni recancbiatinns-unensolurd

amaunts overs 30 catendar days . . ! 5200 "|' 3 5210 l,‘; 5220 S !52301'
Open transters nver 40 calendar days,

Py contamed | e e {_Sm] $ ]5250! Iszsol s 152701
Tiansactiang in regrganszatlion accounts- .

over 63 calenaar days .. L. ,‘,I 5280 S m 5300 ,“'S 531()}
Tata L 5320 3 5330 5340 s 5350
Failed to deliver 5 business days or longer {21 business days or No. of 1tems Ledger Amount Macket Value

longer in the case of Municipal Securities) .. ... .. ... ........... ! 53603 15361] kY 15352
Failed to receive 5 business days or longer (21 business days or

longer in the case ol Municipal Securities) ................ 1536313 l53_511 S i5355i

Seuutity concentrations {See instzuctions in Part 1)
A CProDORIOrY POSIMIONS .. . e e S ?3_75?
B Customers accounts under Rute 15033 L o e e L3 5374
Total ¢f pregnoal caprtal borrawings due withea Ssxmanths 0 L0 0 oo S__ 5378
Maximum haircots Nn undenweeding commitments dunng the penad ... ... .. L Lo s 5380
Pigrnett camtal expenditures for business expansion duning next sex months .. L0 L L S _ 5382
Leahelities ol other indwiduals or orgamizations quaranteed by respondent ... oo oL s 5384
Lease and rentals payable within one year .. .. . ... ... e 3 5386
Anqregate lease and rental caommutments payable for rntere term of the lease
A Gross N . e e, 3 5388
B MNei . . P e e 3 5390
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INDEPENDENT AUDITORS' REPORT ON
INTERNAL CONTROL STRUCTURE

Stockholders and Directors
First Winston Securities, Inc.
Winston-Salem, North Carolina

In planning and performing our audit of the financial statements of First Winston Securities, Inc. (the
Company), 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 (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 the following:

1. 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 15¢3-3(e)

2. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
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

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by rule 15¢3-3

The management of the Company 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 judgements 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 SEC’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 the preparation of financial statements in accordance with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.



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 {o 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, including procedures 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 accordances 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 Company's practices and procedures were
adequate at December 31, 2001, to meet the Commission’s objectives.

This report is intended solely for the information and use of management, the SEC, The New York Stock

Exchange and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of
1934 in their regulation of registered brokers and dealers, and should not be used for any other purpose.

fRusdn % Bureg Lep

Winston-Salem, North Carolina
January 15, 2002




