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PricewaterhouseCoopers LLP
400 Renaissance Center
Detroit M| 48243-1507
Telephone (313) 394 6000
Facsimile (313) 394 6555

REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockholder of
Ford Financial Services, Inc.:

In our opinion, the accompanying balance sheets, related statements of operations and
earnings retained for use in the business, and cash flows present fairly, in all material respects, the
financial position of Ford Financial Services, Inc. at December 31, 2001 and 2000, and the results
of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America. 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 audits. We conducted our audits of these statements in
accordance with auditing standards generally accepted in the United States of America, which
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, assessing the
accounting principles used and significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for
the opinion expressed above.

Our audits were conducted for the purpose of forming an opinion on the basic financial

statements taken as a whole. The information contained in Schedule I 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 under the Securities Exchange Act of 1934.

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 aspects, in relation to the
- basic financial statements taken as a whole.

s eanintosaioepned) ror”

Detroit, Michigan
February 18, 2002




FORD FINANCIAL SERVICES, INC.

STATEMENT OF OPERATIONS AND OF EARNINGS

RETAINED FOR USE IN THE BUSINESS

~ Revenue
Brokerage fees, affiliated companies

Interest income, Ford Motor Credit Company
Total revenue |
Operating expenses
Income before income taxes
Provision for income taxes
Net income

Earnings retained for use in the business
Beginning of year

End of year

For the Years
Ended December 31

2001 2000

$ 5637123  $ 4,614,533
93,630 163,861
5,730,753 4,778,394
5,696,668 4,724,220
34,085 54,174
11,930 18.974
22,155 35,200
3,253,733 3.218,533
$ 3275888  _$ 3253733

The accompanying notes are an integral part of the financial statements.




FORD FINANCIAL SERVICES, INC.
BALANCE SHEET

December 31

ASSETS ‘ ‘ 2001 2000
Cash $ 284,737 $ 284,737
Accounts receivable, affiliates 176,585 401,658
Note receivable from Ford Motor Credit |
Company, including accrued interest 2,948.127 2,679,424
- Total assets $ 3409449 $ 3,365,819

LIABILITIES AND STOCKHOLDER’S EQUITY

LIABILITIES »
- Accounts payable, affiliates $ 77657 % 68,112
Income taxes currently payable 30.904 18.974

Total liabilities 108,561 87,086

STOCKHOLDER’S EQUITY
Capital stock, par value $1 a share; 1,000 shares

authorized, issued and outstanding 1,000 1,000
Paid-i‘n surplus (contribution by stockholder) ' 24,000 24,000
Earnings retained for use in the business 3.275.888 3.253.733

Total stockholder’s equity 3,300,888 - . 3,278,733

Total liabilities and stockholder’s equity $ 3409449 $ 3.365.819

The accompanyihg notes are an integral part of the financial statements.




FORD FINANCIAL SERVICES, INC.

STATEMENT OF CASH FLOWS

Cash flows from operating activities
Net income ,
Adjustments to reconcile net income
to net cash used in operating activities

Changes in:

Accounts receivable, affiliates
Accounts payable, affiliates
Income taxes currently payable

Net cash provided by operating
activities
Cash flows from investing activities
Net increase in note receivable from
Ford Motor Credit Company

Net cash used in investing
activities

Net change in cash
Cash, beginning of year
Cash, end of year

Supplementary cash flow information
Taxes paid

For the Years
. Ended December 31

2001 2000
$ 22155 $ 35200
225073 25 992
9.545 17.822
11,930 10.838
268,703 89,852
(268.703) (89.852)

(268.703) (89.852)
284,737 284,737
$284.737 $284.737
$ 0 $ 8,136

The accompanying notes are an integral part of the financial statements.




FORD FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS

Note 1. Nature of Operations

.Ford Financial Services, Inc. (the “Corporation”) is a wholly-owned subsidiary of Ford

- Motor Credit Company (“Ford Credit”) and is registered under the Securities Exchange Act
of 1934 as a broker-dealer; Ford Credit is an indirect wholly-owned subsidiary of Ford
Motor Company (“Ford”). The Corporation engages, on an agency basis, in the private
placement of commercial paper for certain subsidiaries and affiliates of Ford and Ford
Credit. Use of estimates as determined by management is required in the preparation of
financial statements in conformity with generally accepted accounting principles. Due to

the inherent uncertainty involved in making estimates, actual results reported in future
periods may be based upon amounts which differ from those estimates.

Note 2. R R ition
Brokerage fees are received and recognized as revenue on the date the trade is
completed.

Note 3. Income Taxes

The Corporation is included in Ford's consolidated United States federal and state income
tax returns. Tax liabilities or credits are allocated to the Corporation generally on a
separate return-basis. The provision for income taxes was estimated as follows:

2001 2000
Currently payable ;
U.S. federal » $ 11,930 $ 18,974
State - -
Total provision $ 11,930 $ 18,974

Note4 T i ith Affiliated G .

The Corporation has no direct employees of its own, accordingly, Ford Credit provides the
Corporation with technical and administrative advice and securities placement services
under a service agreement. Brokerage fees are in amounts intended to be representative
of market rates for similar transactions, the fees for such services are included in
operating expenses as follows: 2001 - $5,687,123; 2000 - $4,714,533.




FORD FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS

Note 4. Transactions with Affiliated Companies (continued)

All of the Corporation’s brokerage fees are earned from services provided to certain
subsidiaries and unconsolidated affiliates of Ford and Ford Credit, under Sales Agency
Agreements.

Funds in excess of operating requirements are loaned by the Corporation to Ford Credit in
accordance with a note dated September 1, 1978. The note is payable on demand and
bears interest at the rate comparable to an average market 180-day commercial paper
rate. The range was 1.88% to 6.45% for 2001 and 5.70% to 6.74% for 2000. The
maximum amount of the ioan outstanding during each of the years was as follows:

2001 - $2,948,127; 2000 - $2,846,855.

Note 5. Capital Requi

Under Rule 15¢3-1(a)(2) of the Securities and Exchange Act of 1934, the Corporation is
required to maintain Net Capital of the greater of 6-2/3 percent of total aggregate

indebtedness, or $100,000. The Corporation was in compllance with this requnrement as of
December 31, 2001 and 2000.




"SCHEDULE |
FORD FINANCIAL SERVICES, INC.

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

as of December 31, 2001

NET CAPITAL
Total stockholder’s equity ‘ ' $3,300,888
Total stockholder’s equity qualified for net capital | 3,300,888
Total capital and allowable subordinated Ifbabilities 3,300,888
Deductions |

Nonallowable assets:
Note receivable from Ford Motor Credit

Company $2,048,127
Accounts receivabie, afflhates 176,585
3,124,712
Net capital | 176,176
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
6-2/3 percent of total aggregate indebtedness
(or $100,000 if greater) pursuant to Rule
15¢3-1(a)(2) ' _ 100.000
Excess net capital \ $ 76176
Excess net capital at 1000% ‘ $ 165,320
(net capital less 10% of aggregate indebtedness)
Ratio, aggregate indebtedness to net capital .62 t0 1
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REPORT OF INDEPENDENT ACCOUNTANTS
ON INTERNAL ACCOUNTING STRUCTURE REQUIRED BY
SEC RULE 17a-5

To the Board of Directors and Stockholder of
Ford Financial Services, Inc.:

In planning and performing our audit of the financial statements and supplemental
Schedule | of Ford Financial Services, Inc. (the “Corporation”) for the year ended
December 31, 2001 and 2000, we considered its internal control, including control
activities 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
“SEC”), we have made a study of the practices and procedures followed by the
Corporation, including tests of compliance with 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 and net capital under
~ Rule 17a-3(a)(11), and
2. Determining compliance with the exemptive provisions of Rule 15¢3-3.

Because the Corporation does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Corporation in any of the following:

1.. 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; and '

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

3. Making the quarterly securities examinations, counts, verifications, and
comparisons, and the recordation of differences required by Rule 17a-13.




The management of the Corporation 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 control 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 internal control and the practices and
procedures are to provide management with reasonable, but not absolute, assurance
that assets for which the Corporation 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 internal control or the practices and procedures
referred to above, errors or fraud may occur and not be detected. Also, projection of
~any evaluation of internal control to future periods is subject to the risk that controls
may become inadequate because of changes in conditions or that the effectiveness of
their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in
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 one or more 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
internal control, 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 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 Corporation’s practices and
procedures were adequate at December 31, 2001 and 2000 to meet the SEC's
objectives.




This report is intended solely for the information and use of the Board of Directors,
management, the SEC, the National Association of Securities Dealers, Inc. 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 and
should not be used by anyone other than these specified parties.

Vi aesseiCopend) o

Detroit, Michigan
February 18, 2002
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