il

OMB APPROVAL

DU

G 02005551 OMB Number.  3235-0123

Expires: September 30, 1998
Estimated average burden
hours per response . . . 12.00

ANNUAL AUDITED REPORT.. . : . [ Stcriic numeeR
FORM X-17A-5 827011
PART Il FEB 25 2002

St
e
FACING PAGE o
Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549 :

REPORT FOR THE PERIOD BEGINNING _07/01/01 AND ENDING __12/31/01
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

Bolton Financial Services, LLC

FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
775 Ridge Lake. Blvd,, Suite 100
{Ne. and Sureet)
Memphis TN 38120
(Ciry) (S1ate) (Zip Cods)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Stephen W. Nelson (901) 766-4450
(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

L. Douglas Shelton, CPA
(Name — if individual, state last, firsz, middie name}

1721 Kirby Parkway Memphis TN 38120
(Address) (City) (Stawe) Zip Codsc)
CHECK ONE:
R Certified Public Accountant O
O Public Accountant P OC}:‘, QD

O Accountant not resident in United States or any of its possessions.

7 fEa 11 2ﬂmﬂ

OMSON
D ANCIAL |

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumistances relied on as the basis for the exemption. See section 240.17a-5(e)(2).

FOR OFFICIAL USE ONLY

SEC 1410 (3-91) JPotential persons who ace to tc&gﬂ&}k the collection of information

contained io this form are not requiired to respond unless the form displays
o currently valid OYYNE contcol sumber.



OATH OR AFFIRMATION

I, _Charles E. Bolton swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Bolton Financial Services, LLC as of
December 31 3¥ 200Tare true and correct. 1 further swear (or affirm) that neither the company

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

S pustc & s

hief Manager

B i 8
'i' "-._‘v L. ARCGE . 5 Titke
L - c?
CM AN it {\§
. Notary Public e Y SO
1

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

® (a) Facing page.

® (b) Statement of Financial Condition.

R (c) Statement of Income (Loss).

® . (d) Statement of Changes in Financial Condition.

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

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

@ (g) Computation of Net Capital

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

0O (@) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

& (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

® (1) An Oath or Affirmation.

O (m)A copy of the SIPC Supplemental Report.

O (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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L. DOUGLAS SHELTON
CERTIFIED PUBLiC ACCOUNTANT
1721 KiIrBY PARKWAY
MEMPHIS, TENNESSEE 38120

901-757-8080
Fax 901-757-0€680

INDEPENDENT AUDITORS' REPORT

To the Partners
Bolton Financial Services, LLC
Memphis, Tennessee

We have audited the accompanying balance sheet of Bolton
Financial Services, LLC as of December 31, 2001 and the related
statements of income and members' equity, 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 auditing standards
generally accepted in the United States.. Those standards require
that we plan and perform the audit to obtain reascnable 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
opinien.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
Bolton Financial Services, LLC as of December 321, 2001, and the
results of its operations and its cash flows for the year then
ended in conformity with generally accepted accounting principles.

Memphis, Tennessee 2/9 S 5 / c'o4'

February 11, 2002



BOLTCN FINANCIAL SERVICES, LLC
BALANCE SHEET
December 31, 2001

ASSETS

CURRENT ASSETS:
Cash and cash equivalents $3,551,910
Accounts receivable 505,940
Intercompany receivables 710,364
Deferred income taxes (Note A) 4,188
Other assets 3,300
TOTAL CURRENT ASSETS 4,775,702
PROPERTY, PLANT, AND EQUIPMENT, net (Notes A and E) 584,816

LIABILITIES AND STOCKHOLDER'S EQUITY

CURRENT LIABILITIES:
Accounts payable $
Accrued bonuses
Commissions payable
Accrued payroll taxes
Accrued expenses

TOTAL CURRENT LIABILITIES

MEMBERS' EQUITY:

See accompanying summary of accounting policies
and notes to financial statements.
-2-

69,759
378,765
25,000
27,041
10,000



BOLTON FINANCIAL SERVICES, LLC
STATEMENT OF INCCME
for the vear ended December 31, 2001

SALES $20,075,803
OPERATING EXPENSES:
Salaries and employee benefits 6,664,866
Travel and entertainment 141,379
Rent 136,590
Depreciation 96,531
Professional fees 94,859
Miscellaneous 69,666
Quote service 60,871
Technical support 57,795
Office expenses 56,114
Regulatory fees 55,733
Consulting and contract labor 47,918
Telephone 15,375
Total Operating Expenses 7,498,097
INCOME FROM OPERATIOCNS 12,577,706
OTHER INCOME (EXPENSE) :
Interest income 237,780
Gain on sale of property and equipment 965
Total other income 238, 745
NET INCOME $12,816,451

See accompanying summary of accounting policies
and notes to financial statements.
-3-



BOLTON FINANCIAL SERVICES, LLC
STATEMENT OF CASH FLOWS

for the year ended December 31, 2001

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to
net cash provided by operating activities:
Depreciation
Gain on sale of equipment
(Increase) decrease in:
Accounts receivables
Intercompany receivables
Other assets
Increase (decrease) in:
Accounts payable
Accrued bonuses
Commissions payable
Accrued payroll taxes
Accrued expenses

NET CASH PROVIDED BY OPERATIONS
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of equipment
Proceeds from disposal of equipment
NET CASH (USED) BY INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES:
Distributions to members'
NET DECREASE IN CASH

CASH, December 31, 2000

CASH, DLecember 31, 2001

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid for income taxes

$12,816,451

96,531
965

{399,169)
(131,313)
4,950

(367,163)
{102,771)
(3,334,936)
(808)
(14,323)

8,568,414

(390, 953)
905

(13,888,888}

(5,710,522)

9,262,432

See accompanying summary of accounting policies

and notes to financial statements.
_4__



BOLTON FINANCIAL SERVICES, LLC
STATEMENT OF CHANGES IN MEMBERS' EQUITY
vear ended December 31, 2001

Common Stock
no par value
2,000 shares

authorized, Additional Total
issued and Paid-in Members' Members'
outstanding Capital Egquity Equity
5 $ $ S
Balance at
December 31, 2000 64,000 25,303 5,833,087 5,922,390
Distributions - - {13,888,888) (13,888,888)
Net income - - 12,816,451 12,816,451
Balance at
December 31, 2001 64,000 25,303 4,760,650 4,849,953

See accompanying summary of accounting policies

and notes to financial statements.
-5_



BOLTON FINANCIAL SERVICES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2001

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

Nature of business

Bolton Financial Services, LLC, ("BFS") formerly knows as Bolton Financial
Services, Inc., converted to a Tennessee limited 1liability company in
February 2001 and is a registered Broker/Dealer with the NASD. BFS is an
Approved Member and an Introducing Broker with the NFA.

Property and Equipment

Property and equipment is stated at cost. Depreciation on property and
equipment 1s computed using the straight-line method over the estimated
useful lives of the assets, which range from three to thirty-nine years.

Expenditures for repairs and maintenance are charged to expense and renewals
and replacements are capitalized. When assets are retired or otherwise
disposed of, the cost of the assets and the related accumulated depreciation
are removed from the accounts.

Use of Estimates

The preparation of financial statements in accordance with generally accepted
accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of
contingent liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reported period. Actual
results could differ from those estimates.

Income Taxes

Bolton Financial Services, LLC is taxed as a partnership under the Internal
Revenue Code. In lieu of income taxes, the members of the LLC are taxed on
their proportionate share of the LLC's taxable income. Therefore, no
provision or 1liability for Federal income taxes related to the LLC is
included in these financial statements.

Deferred Income Taxes

Deferred income taxes are calculated for certain transactions and events
because of differing treatments wunder generally accepted accounting
principles and the currently enacted tax laws of the Federal government. The
results of these differences on a cumulative basis, know as temporary
differences, result in the recognition and measurement of deferred tax assets
and liabilities in the accompanying balance sheet. The deferred tax asset
results from the use of accelerated methods of depreciation of property and
equipment for tax purposes.

Cash and Cash Equivalents

For purposes of these financial statements, the Company considers highly
liquid investments with a maturity of three months or less to be cash
equivalents. At December 31, 2001, cash exceeded FDIC insurance by
$3,435,731.

-6-



BOLTON FINANCIAIL SERVICES, LLC
NOTES TCO FINANCIAL STATEMENTS, cont.
December 31, 2001

NCTE B - OPERATING LEASES

The Company leases its offices and various equipment. These leases expire
through November 2007. Leases that expire for real property are anticipated
to be renewed or replaced by other leases.

Minimum lease payments for the five years subsequent to December 31, 2001
are:

2002 S 124,493
2003 114,834
2004 116,133
2005 116,133
2006 116,133
Total S 587,726

Lease expense for year ended December 31, 2001 was $126,446.
NOTE C - EMPLOYEE BENEFIT PLANS

The Company has instituted a 401 (k) retirement savings plan for all its

eligible employees. The Company's funding policy is to make matching
contributions of 100% of the first $1,000 and 50% of the second $1,000.
Total company match per participant would not exceed $1,500. For the year

ended December 31, 2001, the Company contributed $14,571 for matching
contributions.

NOTE D - RELATED PARTY TRANSACTIONS

The Company paid various operating expenses for companies related by common
control. These companies owed Bolton Financial Services a total of $710,364
as of December 31, 2001 relating to these expenses. Intercompany receivables
are as follows:

Bolton Investment Group, LP $ 325,065

Bolton Asset Management, LLC 300,441
Bolton Capital Planning, LLC 84,858
S 710,364

The Company paid commissions to Charles E. Bolton, a stockholder of one of
the members of the Company, of $1,335,698 for the year ended December 31,
2001.



BOLTON FINANCIAL SERVICES, LLC
NOTES TO FINANCIAL STATEMENTS, cont.
December 31, 2001

NOTE E - PROPERTY, PLANT AND EQUIPMENT

Major classes of property, plant and equipment at December 31, 2001
are as follows:

Computer software ] 5,154
Equipment 67,073
Computer hardware 91,270
Leasehold improvements 351,905
Furniture and fixtures 190,712
706,114

Less: accumulated
depreciation (121,298)
S 584,816

NOTE F - NET CAPITAL

Pursuant to the net capital provisions of Rule 15c3-1 of the
Securities Exchange Act of 1934 and of Rule 1.17 of the Commcdities
and Exchange Act as amended, the Company is required to maintain a
minimum net capital as defined under such provisions. Net capital
and the related net capital requirements may fluctuate on a daily
basis. At December 31, 2001, the Company has net capital and net
capital requirements of $3,041,345 and $5,000 respectively.




L. DOUGLAS SHELTON
CERTIFIED PuBLIC ACCOUNTANT
1721 KirBY PARKWAY
MEMPHIS, TENNESSEE 38120

901-757-8090
Fax 901-757-0680

INDEPENDENT AUDITORS' REPORT ON
SUPPLEMENTAL INFORMATION

Our report on our audit of the basic financial statements of
Bolteon Financial Services, LLC for the year ended December 31, 2001
appears on page 1. That audit was made for the purpose of forming
an opinion on the basic financial statements taken as a whole. The
supplemental information is presented for purposes of additional
analysis and 1is not a required part of the basic financial
statements. 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.

Memphis, Tennessee
February 11, 2002 @ / ﬂ%.-_ Coa
. D“'Z-o. ’



BOLTON FINANCIAL SERVICES, LLC
COMPUTATICN OF NET CAPITAL
December 31, 2001

Total ownership equity from balance sheet
Deduct ownership equity not allowable for net
capital

TOTAL OWNERSHIP EQUITY QUALIFIED FOR NET CAPITAL

ADDITIONS:

Liabilities subordinated to claims of general
creditors allowable in computation of net
capital

Other (deductions) or allowable credits

TOTAL CAPITAL AND ALLOWABLE SUBORDINATE LIABILITIES

DEDUCTIONS AND/OR CHARGES:
Total nonallowable assets from balance sheet (1)
Secured demand note deficiency
Other deductions and/or charges
Other additions and/or allowable credits

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES POSITIONS

HAIRCUTS ON SECURITIES (COMPUTED WHERE APPLICABLE,
PURSUANT TO 15c3-1(f)}):
Contractual securities commitments -
Subordinate securities borrowings -
Trading and investment securities:
1. Exempted securities -
2. Debt securities -
3. Options -
4. Other securities -
Undue concentration -
Other -

NET CAPITAL- AUDITED

NET CAPITAL PER UNAUDITED FOCUS
REPORT PART II-A

-10-

$4,849,953

4,849,953

4,849,953

1,808,608

3,041,345



BOLTON FINANCIAL SERVICES, LLC
COMPUTATICN OF BASIC NET CAPITAL AND
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS CF GENERAL CREDITORS
December 31, 2001

BASIC NET CAPITAL

(1) Minimum net capital required S 34,038
(2) Minimum dollar net capital requirement of
reporting broker or dealer and minimum
net capital requirement of subsidiaries 5,000
(3) Net capital requirement 34,038
{4) Excess net capital 3,007,307
{(5) Excess net capital at 10% 2,990,289
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

Balance, beginning of year S -
Increases -
Decreases -
Balance, end of year 3] -
(1) 6 2/3% of total aggregate indebtedness from balance sheet.
(2) Equal to minimum dollar net capital requirement of the

reporting broker dealer and, for each subsidiary to be

consolidated, the greater of: minimum dollar net capitai

requirement, or 6 2/3% of total aggregate indebtedness.
(3) Greater of (1) or (2).
(4) Egual to net capital less net capital requirement (3).
(5) Egqual to net capital less 10% of total aggregate indebtedness.

-11-



BOLTON FINANCIAL SERVICES, LLC
RULE 15c¢3-3
December 31, 2001

Pursuant to the exemption provision of Rule 15c3-3 of the
Securities Exchange Act of 1934, Bolton Financial Services, LLC is
exempt from Rule 15¢3-3 under section (2) (B). The Focus Report
Part II-A # 25 filed prior to the completion of the audit
references the above exemption.

-12-



L. DOUGLAS SHELTON
CERTIFIED PUBLIC ACCOUNTANT
1721 KIrBY PARKWAY
MEMPHIS, TENNESSEE 38120

901-757-8080
Fax 901-757-0680

INDEPENDENT AUDITORS' REPCORT ON
INTERNAL ACCOUNTING CONTROL

To the Partners
Bolton Financial Services, LLC
Memphis, Tennessee

We have examined the financial statements of Bolton Financial
Services, LLC as of December 31, 2001, and have issued our report
thereon dated February 11, 2002. As part of the examination, we
made a study and evaluation of the Company's system of internal
accounting control to the extent we considered necessary to
evaluate the system as required by generally accepted auditing
standards and CFTC Regulation 1.16(d). This study and evaluation
included a review of the accounting system, the internal accounting
controls, and the procedures for safeguarding firm assets. In
addition, we reviewed the practices and procedures followed by the
company:

1. In making pericdic computations of the minimum financial
reguirements pursuant to regulation 1.17; and

2. In making daily computations of the secured amount pursuant
to regulation 30.7.

CFTC Regulation 1.16(d} states that the scope of the audit and
review of the accounting system, the internal accounting controls,
and procedures for safeguarding customer and firm assets must be .
sufficient to provide reasonable assurance that any material
inadequacies existing at the date of the examination would be
disclosed. Under generally accepted auditing standards and CFTC
Regulation 1.16(d), the purposes of such study and evaluation are
to establish a basis for reliance on the system of internal
accounting control in determining the nature, timing and extent of
other auditing procedures that are necessary for expressing an
opinion on the financial statements and to provide a basis for
reporting weaknesses in internal accounting control.

~-13-



The objective of internal accounting control is to provide
reasonable, but not absolute, assurance as to the safeguarding of
assets against loss from unauthorized use or disposition, and the
reliability of financial records for preparing financial statements
and maintaining accountability for assets. The concept of
reasonable assurance recognizes that the cost of a system of
internal accounting control should not exceed the benefits derived
and alsoc recognizes that the evaluation of these factors
necessarily required estimates and judgments by management.

However, for the purposes of this report under CFTC Regulation
1.16(d), the determination of weaknesses to be reported was made
without considering the practicability of corrective action by
management within the framework of a cost/benefit relationship.

There are inherent limitations that should be recognized in
considering the potential effectiveness of any system of internal
accounting control. In the performance of most control procedures,
errors can result from misunderstanding of instructions, mistakes
of judgment, carelessness, or other personal factors. Control
procedures whose effectiveness depend on segregation of duties can
be circumvented by collusion. Similarly, control procedures can be
circumvented intentionally by management either with respect to the
execution and reccrding of transactions or with respect to the
estimates and judgments required in the preparation of financial
statements. Further, projection or any evaluation of internal
accounting control to future periods is subject to the risk that
the procedures may become inadequate because of changes in
conditions or that the degree of compliance with the procedures may
deteriorate.

Our study and evaluation of the system of internal accounting
for the year ending December 31, 2001, which was made for the
purposes set forth in the first paragraph above and which would not
necessarily disclose all weaknesses in the system that may have
existed during the period under review, disclosed no weaknesses
that we believe to be material.

The foregoing conditions were considered in determining the
nature, timing and extent of audit tests to be applied in our
examination of the financial statements. This report of such
conditions does not modify our report dated February 11, 2002 on
such financial statements.

Memphis, Tennessee 2%295§L-
February 11, 2002 d, 2;# , Cox
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