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A. REGISTRANT IDENTIFICATION
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ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
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*Ciaims for exemption from the requiremneni that the annual report be covered by the optruon of an independent public accountant
must be supported by a siatemeni of facts and circumsiances relied on as the basts for the exempuion. See section 240.17a-3(e)(2).
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OATH OR AFFIRMATION

i ’ . 7\? :
1, Chﬁrles‘L.;Jphnston swear (or affirm) that, to the
best of my knowiedge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Johnston, ‘Dragon & Associates, Inc. < of
Decepmber 31 2001, are true and correct. I further swear {(or affirm) that neither the company

nor any partner, proprietor, princpal officer or director has any proprictary interest in any account classified soley as that of
a customer, except as follows:
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This report®* contains (¢theck all applicabie boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(¢} Statement of Income (Loss).

(d) Statement of Changes in Financial Condiuon.

(e} Statement of Changes in Stockholders’ Equity or Pariners’ or Soie Propnetor’s Capital.

(f) Siatement of Changes in Liabiliues Subordinaied 1o Claims of Creditors.

(g} Computation of Net Capital

{h) Computauon for Determination of Reserve Requrements Pursuant to Rule 15¢3-3.

(1) Informanion Relauing to the Possession or control Requiremnents Under Rule 15¢3-3.

() A Reconcihation, including appropnate explanauon, of the Computauon of Net Capital Under Rule 15¢3-1 and the
Computanon for Deterrunation of the Reserve Requirements Under Extubit A of Rule 15¢3-3.

{k) A Reconciliaion between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidauon.

(h An Oath or Affirmation.

{m) A copy of the SIPC Suppiemental Reporn.

{n) A repon descnibing any matenal inadequacies found to exist or found 1o have exasted since the date of the previous audit.
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**For conditions of confidential treatmeni of centain poruions of this filing, see section 240.17a-5(€e)(3).



JAMES 1. FINEFROCK AND ASSOCIATES CORP.

NOTES TO FINANCIAL STATEMENT

YEAR ENDED DECEMBER 31, 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Operations

James L. Finefrock and Associates Corp. (the Company}) is a registered broker/dealer under the Securities
Exchange Act of 1934 engaged primarily in raising funds for investment advisers and investment
companies, and selling partnership units in real estate and other limited partnerships.

The Company is exempt from special reserve requirements for brokers and dealers under Rule 15¢3-3
of the Securities and Exchange Commission. This exemption is claimed under Rule 15¢3-3 Section

kK.

Use of Estimates

The preparation of financial statements in conformity with the accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures 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.

Cash and Cash Equivalents

For purposes of reporting cash flows, the Company considers cash on hand, cash in checking and savings
accounts, and certificates of deposit to be cash equivalents.
RELATED PARTIES:

James L. Finefrock owns all of the outstanding shares or is the sole proprietor of the following affiliated
businesses:

James L. Finefrock and Associates, Inc. ("Inc.")

James L. Finefrock and Associates Co. LPA ("LPA"})

James L. Finefrock, dba Tax Preferred Investment Banking & Development ("Proprietorship™)
SUBORDINATED LIABILITIES:

The Company has not incurred any liabilities subordinated to general creditors as of December 31, 2001.
Therefore, no related reporting requirements to regulatory agencies were necessary.



JAMES L. FINEFROCK AND ASSOCIATES CORP.

NOTES TO FINANCIAL STATEMENT

YEAR ENDED DECEMBER 31, 2001

INCOME TAXES:

The Company utilized net operating loss carryforwards of $3,127; thus, no income tax provision was
recorded. Additionally, based on the Company's current and expected pre-tax earnings, management
believes that it is more likely than not that the Company will realize the benefits of a portion of its future
net operating loss carryforwards. Accordingly, the deferred tax asset decreased by $469 and the valuation
allowance also decreased by $469 resulting in no provision or benefit for income taxes.

Deferred taxes are as follows:
Net operating loss carryforwards of $1,559 expiring in 2007;

$8,407 expiring in 2008; $27,862 expiring in 2009;
$37,627 expiring in 2010; $4,937 expiring in 2011;

$4,103 expiring in 2012; and $3,669 expiring in 2018 $ 13,225
Valuation Allowance (11.444)
Total g 1,781

NET CAPITAL REQUIREMENTS:

The Company is subject to the Securities Exchange Act of 1934, Uniform Net Capital Rule (Rule 15¢3-
1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital (both as defined) shall not exceed 15 to 1. At December 31, 2001, the
Company's net capital was $56,949, which exceeded the required net capital by $51,949. The Company's
ratio of aggregate indebtedness to net capital was zero.



Goidshot, Bragg & Associates, Inc.

Certified Public Accountants

Board of Directors
James L. Finefrock and Associates Corp.

In planning and performing our audit of the financial statements of James L. Finefrock and Associates Corp.

(the Company), for the year ended December 31, 2001, we considered its internal control, including control
activities for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing an opinion on the financial statements and not to provide assurance on the Company's internal
control.

' Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have made a study
of the practices and procedures followed by the Company, including tests of compliance with such practices
and procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in making the periodic
I computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and the reserve required by
rule 15¢3-3(e). 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
l required by Rule 17a-13 or in 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, because
the Company does not carry security accounts for customers or perform custodial functions relating to
l customer securities.
|

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of internal controls,
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 SEC's above-mentioned objectives. Two of the objectives
of internal control 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 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.
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Because of inherent limitations in any internal control or the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods are subject to the risk that they may become inadequate because of changes in conditions or that
the degree of effectiveness of their design and operation may deteriorate.

Our consideration of the Company's internal control would not necessarily disclose all matters in the
Company's internal control 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 components does not reduce to a relatively low level
the risk that error or fraud in amounts that would be material in relation to the financial statements 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 Company's internal
control and its operation, including control activities 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 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 SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, 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 is not intended to be used by anyone other
than these specified parties.
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Dayton, Ohio
January 26, 2002



