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OATH OR AFFIRMATION

I, James H. White, IIT , swear (or affirm) that, to the best of my knowledge and
belief the accompanying financial statement and supporting schedules pertaining to the firm of
Porter, White & Campany, Inc. as of
December 31 , 20 01 , are true and correct. I further swear (or affirm) that neither

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

» /.7 S
- \V/Wb\. Slﬁ/t N(:JN
, P(‘esipluua"

Notary Public

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

(& (a) Facing Page.

@ (b) Statement of Financial Condition.

& (c) Statement of Income (Loss).

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

L—}_E (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

X (g) Computation of Net Capital.

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

O (i) 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¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(X (1) An OQath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
O (n) Areportdescribing 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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EN, AVERETT, Q>
KiverouaH O Marmo ,LLC

Certified Public Accountants ° Business & Financial Consultants

INDEPENDENT AUDITORS’ REPORT

January 11, 2002

Board of Directbrs and Stockholder
Porter, White & Company, Inc.
Birmingham, Alabama

We have audited the accompanying statement of financial condition of Porter, White &
Company, Inc. as of December 31, 2001, and the related statements of operations,
stockholder’s 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 of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining; on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Porter, White & Company, Inc. as of December 31,
2001, and the results of its operations and its cash flows for the year then ended, in

conformity with accounting principles generally accepted in the United States of
America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying supplementary information is presented
for purposes of additional analysis and is 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.

WMW, M &Jm% g ///Wo/ LLC

Post Office Box 1245 2500 Acston Rosd Post Office Box 559
Cullman, Alabama 35056 Birmingham, Alabams 35243-4226 Jasper, Alabama 35501
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PORTER, WHITE & COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2001

ASSETS

Cash and cash equivalents
Receivables

Receivable from affiliate
Debt security - trading
Property and equipment, net
Investment in affiliate
Other investment

Other assets

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES
Accounts payable
Unearned revenue

STOCKHOLDER'S EQUITY
Common stock; $1 par value, authorized

5,000 shares; issued and outstanding 1,500 shares

Additional paid-in capital
Accumulated deficit

See notes to financial statements.
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539,721
129,709
132,191
35,445
23,396
90,375
72,100
4,638

1,027,575

31,745
12,091

43,836

1,500
1,976,930
(994,691)

983,739

1,027,575
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PORTER, WHITE & COMPANY, INC.

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2001

REVENUES
Investment banking and consulting
Investment loss
Interest

EXPENSES
Salaries, commissions and related benefits
Occupancy and other office expenses
Communications

Promotional
Other

NET LOSS

See notes to financial statements.
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607,884
(247)
16,570

624,207

453,566
175,723
61,778
93,402
122,767

907,236

$

(283,029)




PORTER, WHITE & COMPANY, INC.
STATEMENT OF STOCKHOLDER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2001

Additional Total
Common Paid-in Accumulated Stockholder's
Stock Capital Deficit Equity
December 31,2000 §$ 1,500 $ 1976930 $ (711,662) $§ 1,266,768
Net Loss - - (283,029) (283,029)
December 31,2001 § 1,500 $ 1976930 §$§ (994,691) $ 983,739

See notes to financial statements.
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PORTER, WHITE & COMPANY, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

Cash Flows from Operating Activities
Net loss $ (283,029)

Adjustments to reconcile net loss to net cash
used by operating activities:

Depreciation 20,677

Equity in loss of affiliate 240
Change in receivables and receivable from affiliate 20,754
Unrealized loss on debt security - 298
Change in other assets 289
Change in accounts payable 10,901
Change in uneamed revenue ' 12,091

65,250
Net Cash Used by Operating Activities (217,779)

Cash Flows from Investing Activities

Capital expenditures (4,383)

Proceeds from sale of other investment 150,000
Net Cash Provided by Investing Activities 145,617
Decrease in Cash and Cash Equivalents (72,162)
Cash and Cash Equivalents - beginning of year 611,883
Cash and Cash Equivalents - end of year $ 539,721

SUPPLEMENTAL DISCLOSURES OF INVESTING
AND FINANCING ACTIVITIES
Investment in affiliate acquired through reduction
in receivable from affiliate $ 90,615

See notes to financial statements.
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PORTER, WHITE & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies and practices followed by the Company are as
follows:

Description of Business

Porter, White & Company, Inc. provides investment banking and various consulting
services and is registered as a broker and dealer in securities under the Securities and
Exchange Act of 1934. The Company is a wholly-owned subsidiary of Porter White
Companies, Inc (the Parent). The Company's broker dealer operations do not carry
security accounts for customers or perform custodial functions relating to customer
securities. The Company clears all transactions through another broker dealer.

Investment Banking and Consulting Revenue
Revenue from investment banking and consulting projects is recognized when the
projects are substantially complete and no material contingencies exist.

Securities Transactions
Securities transactions, commission revenues and related expenses are recorded on a
settlement date basis.

Investments
Investments in debt securities that are bought for the purpose of selling them in the near

term are stated at fair value. Unrealized holding gains and losses are reflected in
operations.

Investments in corporations and partnerships when ownership is less than 20 percent and
the Company has the ability to exercise significant influence over operating and financial
policies of the investee are accounted for by the equity method; investments in corporate
equity securities not meeting this criteria and without readily determinable fair values are
accounted for by the cost method.

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation. Expenditures for
additions and major improvements that significantly extend the lives of the assets or
increase their productivity are capitalized. Expenditures for repairs and maintenance are
charged to expense as incurred. Assets disposed are removed from the accounts, and the
resulting gains or losses are recorded in operations.

8
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PORTER, WHITE & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -
Continued

Depreciation is provided using straight-line and accelerated methods over the estimated
useful lives of the depreciable assets as follows:

Item Estimated Useful Lives
Computer equipment 5 years
Software 3 years
Communications equipment 5 years
Furniture and fixtures 10 years

Cash and Cash Equivalents

The Company considers all highly liquid debt instruments purchased with an original
maturity of three months or less to be cash equivalents. The Company maintains cash
accounts at financial institutions that, at times, may exceed federally insured amounts.

Income Taxes

The Company, with the consent of its stockholder, has elected under the Internal Revenue
Code to be an S corporation. In lieu of corporate income taxes, the stockholder is taxed
on the Company’s taxable income. Therefore, no provision or liability for federal income
taxes has been included in the financial statements.

Estimates and Uncertainties

The preparation of financial statements in conformity 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 assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

9
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PORTER, WHITE & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001
NOTE B - PROPERTY AND EQUIPMENT

Property and equipment consists of the following major classifications:

Computer equipment $ 268,886
Software 97,143
Communication equipment 35,467
Furniture and fixtures 7,330
408,826

Less accumulated depreciation 385,430
$ 23,39

NOTE C - INVESTMENTS

Debt security - trading consist of an investment in a public utility bond with a maturity
value of $35,000 on January 1, 2007. Interest is paid semi-annually at a rate of 6.2
percent per annum.

Other investment is comprised of 4,000 shares of NASDAQ common stock, with no
publicly reported market quotation.

During the year, the Company acquired a 9.34 percent partnership interest in Porter
White Investment Company, L.P. from the Parent. The book value of the investment
when acquired was $90,615. Porter White Investment Company, L.P. has total assets of
$1,115,772 as of December 31, 2001, net loss of $2,572 for the year ended December 31,
2001, and will be accounted for using the equity method of accounting.

NOTE D - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission's Uniform Net
Capital Rule (Rule 15c3-1) which requires the maintenance of minimum net capital. As
of December 31, 2001, the Company had net capital as defined of $524,871 which
exceeded the required net capital by $424,871. Also, the Company must not permit its
"aggregate indebtedness" to exceed 15 times its net capital. The Company is required to
notify the SEC if it plans to withdraw 30 percent or more of its excess net capital, if the
withdrawal is in excess of $500,000, within any 30-calendar day period.

There were no liabilities subordinated to claims of creditors as of December 31, 2001.
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PORTER, WHITE & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

NOTE E - PROFIT SHARING PLAN

The Company has a profit sharing plan covering substantially all full-time employees.
Contributions to the plan are at the discretion of management. During the year ended
December 31, 2001, contributions to the plan charged to operations were $12,766.

NOTE F - LEASES

The Company leases office space under a noncancelable operating lease from a related
party through common ownership. Rent expense for operating leases totaled $119,240.

Future minimum lease payments under leases with initial or remaining noncancelable
lease terms in excess of one year are as follows:

2002 $ 109,428
2003 63,833
$ 173,261

NOTE G - RELATED PARTY TRANSACTIONS

During 2001, the Company sold 30,000 shares of Digital Services Group to an affiliated
company for $150,000, which was the Company’s original cost basis in the investment.

The Company's receivable from affiliate is noninterest bearing and is without a stipulated
due date.

11
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PORTER, WHITE & COMPANY, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2001

COMPUTATION OF NET CAPITAL

1.

2.

Total stockholder's equity
Deduct: stockholder's equity not allowable for net capital
Total stockholder's equity qualified for net capital

Add;

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

B. Other allowable credits
Total capital and allowable subordinated liabilities
Deductions and/or charges:

A. Nonallowable assets from statement of
financial condition:

Petty cash

Money market account with broker/dealer
Customer receivables

Receivable from affiliates

Property and equipment

Other investments

Other assets

Investment in affiliate

(1) Additional charges for customers' and non-
customers' security accounts

(2) Additional charges for customers' and non-
customers' commodity accounts

13
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$ 983,739

983,739

983,739

300
5,354
128,624
132,191
23,396
72,100
4,638
90,375




PORTER, WHITE & COMPANY, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2001
(Continued)
SCHEDULE 1

B. Aged fails-to-deliver:

Number of items - 0
C. Aged short security differences:

Number of items - 0
D. Secured demand note deficiency
E. Commodity futures contracts and spot commodities

proprietary capital charges
F.  Other deductions and/or charges
G. Deductions for accounts carried under

Rule 15¢3-1(a)(6), (a)(7) and (c}(2)(x)
H. Total deductions and/or charges (456,978)
Other additions and/or allowable credits
Net capital before haircuts on secured positions 526,761

Haircuts on securities (computed where applicable,
pursuant to Rule 15¢3-1(f):

A

B.

Contractual securities commitments
Subordinated securities borrowings
Trading and investment securities:
(1) Bankers' acceptance, CDs and commercial paper
(2) U.S. and Canadian government obligations
14
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PORTER, WHITE & COMPANY, INC.
.COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2001
(Continued)
SCHEDULE I
(3) State and municipal government obligations
(4) Corporate obligations
(5) Stocks and warrants
D. Undue concentration
E. Other 1,890
10.  Net capital 524,871
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
11. Minimum net capital required: (based on
aggregate indebtedness) $ 2,116
12.  Minimum dollar requirements of broker or dealer § 100,000
13.  Net capital requirement (greater of line 11 or 12) 100,000
14. Excess net capital | § 424871
15.  Excess of net capital at 1,000% (net capital less
10% of aggregate indebtedness) $§ 520487
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. AL liabilities from statement of
financial condition:
Accounts payable and accrued expenses $ 43,836

17. Add:

A. Drafts for immediate credit

15
WARREN, AVERETT, &
KIMBROUGH MARINO, LLC




PORTER, WHITE & COMPANY, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2001
(Continued)

B. Market value of securities borrowed for
which no equivalent value is paid or credited

C. Other unrecorded items

18. Deduct: Adjustments based on deposits in Special
Reserve bank account

19. TOTAL aggregate indebtedness
Percentage of aggregate indebtedness to net capital
RECONCILIATION WITH COMPANY'S COMPUTATION

Net capital as reported in company's Part II
(unaudited) FOCUS report (as amended)

Audit adjustments

Net capital as computed above
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SCHEDULE I
3,836

835 %

$ 524871
524,871




PORTER, WHITE & COMPANY, INC.
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2001

SCHEDULE 11

EXEMPTIVE PROVISION FOR DETERMINATION OF RESERVE
REQUIREMENT

All customer transactions are cleared through another broker-dealer on a fully disclosed
basis. Therefore, no reserve is required as of December 31, 2001.
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PORTER, WHITE & COMPANY, INC.
INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3 OF THE SECURITIES AND
EXCHANGE COMMISSION
DECEMBER 31, 2001

SCHEDULE III

All customer transactions are cleared through another broker-dealer on a fully disclosed
basis. Therefore, there is no such information to report as of December 31, 2001.

_ 18
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NG, LLC

Certified Public Accountanis ° Business & Financial Consuliants

REPORT OF INDEPENDENT ACCOUNTANTS ON
INTERNAL ACCOUNTING CONTROL

January 11, 2002

Board of Directors and Stockholder
Porter, White & Company, Inc.
Birmingham, Alabama

In planning and performing our audit of the financial statements of Porter, White &
Company, Inc. for the year ended December 31, 2001, we considered its internal control,
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.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the
Commission), we have made a study of the practices and procedures (including tests of
compliance with such practices and procedures) followed by Porter, White & Company,
Inc. that we considered relevant to the objectives stated in Rule 17a-5(g) in making the
periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11)
and the procedures for determining compliance with the exemptive provisions of Rule
15¢3-3. As of December 31, 2001, the company was in compliance with the conditions
for exemption, and no facts came to our attention indicating these conditions had not
been complied with during the year. We did not review the practices and procedures
followed by the company in making the quarterly securities examinations, counts
verifications and comparisons, and the recordation of differences required by Rule 17a-13
or in complying with the requirements for prompt payment for securities under Section 8
of Regulation T of the Board of Governors of the Federal Reserve System because the
company does not carry security accounts for customers or perform custodial functions
relating to customer securities.

The management of the company is responsible for establishing and maintaining internal
controls and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, management is required to make estimates and judgments to
assess the expected benefits and related costs of internal controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices

Post Office Box 1245 2500 Acton Road Post Office Box 559
Cullman, Alabama 35056 Birmingham, Alabzma 35243-4226 Jasper, Alabama 35501
(256) 739-0312 (208) 972-4100 (205) 221-6109
fax (256) 739-1896 fax (208) 279-86313 fax (205) 384-9215
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Board of Directors and Stockholder
Porter, White & Company, Inc.
January 11, 2002

Page 2

and procedures can be expected to achieve the Commission's above-mentioned
objectives. The objective of internal controls and of the practices and procedures is to
provide management with reasonable, but not absolute, assurance (1) that assets for
which the company has responsibility are safeguarded against loss from unauthorized use
or disposition and (2) that transactions are executed in accordance with management's
authorization and recorded properly to permit preparation of financial statements in
conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed
in the preceding paragraph.

Because of inherent limitations in internal controls 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 internal controls would not necessarily disclose all matters of the
internal controls 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 elements does not reduce
to a relatively low level the risk that errors or irregularities in amounts that would be
material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their
assigned functions. However, we noted no matters involving internal controls, 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 Commission to be adequate for
its purposes in accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives in
all material respects indicate a material inadequacy for such purposes. Based on this
understanding and on our study, we believe that the company's practices and procedures
were adequate at December 31, 2001, to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange

Commission, the New York Stock Exchange, and other regulatory agencies that rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 and should not be used for any

other purpose.
Wm/ M/(m/m% Nanmo, L{C
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