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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

MINSHALL & COMPANY, INC. OFFICIAL USE ONLY
FIRM ID. NO. i

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
320 SOUTH BOSTON, SUITE 825

(No. and Street)
TULSA . B OK 74103
(City) (State) (Zip Code)

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

LORI A. SMITH (918) 587-4467
(Area Code — Telephone No.)

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

(Name — if individual, State last, firsi, middie name)
P.0O. BOX 54550 TULSA ) OK 74155

(Address) Cuy) (State) ‘ ROC Zip Code)
CHECK ONE: / ESSED

[} Certified Public Accountant , MAR i 5 2002
3 Public Accountant T
- Accountant not resident in United States or any of its possessions. F";\"OMSON

FOR OFFICIAL USE ONLY

*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 circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).
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CATH OR AFFIRMATION

1, LORI A. SMITH swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
MINSHALL & COMPANY, INC, as of
DECEMBER 31, X¥¥_2001 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 soley as that of
a customer, except as follows:

Lo o &L%m}{wﬁft

CHIEF OPERATING OFFICER
Tite

QJL&\.&L\ (P A \‘%@L\&éf%

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

0K &N HOHNHERARRER

Notary Public { §-PRY A. MOGRIDGE

SNNCRNEASNT NN,
Notary Public Oklahoma
OFFICIAL SEAL

SHERRY A. MOGRIDGE
Oktuskee County
Commission Expires 06/132002
AN NS SR M AR R e S

(a) Facing page.
{b) Statement of Financial Condition.
{c) Statement of Income (Loss).

. (d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Panners or Sole Propnetor s Capital.

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

(g) Computation of Net Capital

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

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

(i) 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.

) An Qath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

{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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To the Board of Dlre ctors
-Mrnshall & Company Inc

 January.29,2002

. o ASSOCIATES, P.C

Certified Public-Accountants

4312 East 51st Street
. PO: Box 54550

" Tulsa, Ok!ahoma 74155
-{918) 492- 0106

FAX (918} 496- 8133 -

- INDEPENDENT AUDITOR’S REPORT

. We have audrted the accompanymg statements of financial condmon of Mmshall & Company,
JInc. (a wholly-owned subsidiary of Caprtal Advisors, Inc.) as of December 31,2001 and 2000,

and the related statements of income, stockholder’s equrty, cash flows, and changes in- hab111t1es
subordrnated to claims of general creditors for the years then ended. These financial statements

“are the responsrbrhty of the Company s management Our responsrblhty isto e\press an op1n10n
on these ﬁnancral statements based on our audits.

We conducted our audrts in accordance with audrtrno standards generally accepted in the Umted

- 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 audlt includes examining,on a test basis, evrdence supporting the amounts and drsclosures in.
the financial statements. An audit also mcludes assessing the accountmg principles used and

. significant estimates made by management as well as evaluating the overall ﬁnanc1al statement
- presentat1on We be heve that our audrts provrde a reasonable basrs for our oprmon

~ Inour oprmon the frnancral statements referred to above present farrly, in all matenal respects

the financial position of Minshall & ‘Company, Inc..as of December. 31,2001 and- 2000, and the

['results of its operations and its cash flows for the years then ended in conformrty with accountmg
' prrncrples generally accepted in the Unlted States of Ame ica.




MINSHALL & COMPANY, INC.
STATEMENTS OF FINANCIAL CONDITION
December 31, 2001 and 2000

ASSETS

Cash

Marketable securities, at market value (Note 2)

Accounts receivable

Due from Parent Co.

Prepaid expenses

Equipment (net of accurnulated depreciation
of $21,036 in 2001 and $15,274 in 2000)

Deposits

LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable
Accrued expenses
Due to Parent Co.

Deferred income taxes (Note 4)

Total liabilities

Stockholder's equity (Note 3):
Common stock, $.01 par value; authorized 1,000
shares; issued and outstanding 100 shares

~ Additional paid-in capital

Retained earnings

See accompanying notes and auditor's report.

2001 2000

§ 292977 $ 152,100
3,401 102,653
14,256 19,928

— 4,811
9,336 1,611
11,731 17,493
1,852 759

$ 333,553 $ 299,355
$ 2,954 § 7,120
3,500 3,500

16,647 —

30 4700
27,001 15,320

1 1

115,608 115,608
190,943 168,426
306,552 284,035

$ 333,553 $ 299,355
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MINSHALL & COMPANY, INC.
STATEMENTS OF INCOME
Years Ended December 31, 2001 and 2000

Operating revenues:
Commissions
Interest and dividends
Other
Net gain (loss) on marketable securities:
Realized
Unrealized

Operating costs and expenses:
Compensation
Payroll taxes
Office supplies and expenses
Professional fees
Administrative fee
Dues and subscriptions
Depreciation
Licenses and permits
Other

Income before income taxes
Provision for income taxes (Note 4)

Net income

See accompanying notes and auditor's report.

2001 2000

$ 261,790 $ 328,281
129,259 134,769
25,625 37,003
(287) (2,451)

623 839
417,010 498,441
35,935 48,812
2,954 2,843
61,849 75,856
3,500 3,500
48,000 48,000
4,719 7,668
5,762 6,473
21,917 7,987
5,667 6,724
190,303 207,863
226,707 290,578
79,190 106,000

$ 147,517

$ 184,578



MINSHALL & COMPANY, INC.
STATEMENTS OF STOCKHOLDER'S EQUITY
Years Ended December 31, 2001 and 2000

Additional Total
Common Paid-In Retained Stockholder's
Stock Capital Earnings Equity

Balance, December 31, 1999 $ 1 $ 115,608 $ 83,848 $ 199,457
Net income —_ — 184,578 184,578
Dividends — — (100,000) (100,000)
Balance, December 31, 2000 1 115,608 168,426 284,035
Net income — — 147,517 147,517
Dividends — — (125,000) (125,000)
$ 190,943 $ 306,552

Balance, December 31, 2001 $ 1 $ 115,608

See accompanying notes and auditor's report.
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MINSHALL & COMPANY, INC.
STATEMENTS OF CASH FLOWS
Years Ended December 31, 2001 and 2000

Cash flows from operating activities:
Net income
Adjustments to reconcile net income
to cash provided by operating activities:
Depreciation
Deferred income taxes
Net (gain) loss on marketable securities
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and deposits
Accounts payable
Accrued expenses

Net cash provided by operating activities
Cash flows from investing activities:

Purchase of marketable securities
Proceeds from sales of marketable securities

Net cash provided by (used in) investing activities

Cash flows from financing activities:
Dividends paid

Net cash used in financing activities
Net increase in cash
Cash, beginning of year

Cash, end of year

Supplemental disclosures of cash flow information:

Taxes paid (net of refunds)

See accompanying notes and auditor's report.

2001

147,517

5,762
(800)
(336)

10,483
(8,818)
12,481

166,289

(1,046,032)
1,145,620

99,588

(125,000)

(125,000)

140,877

152,100

292,977

83,000

$

2000

184,578

6,473
2,000
1,612

3,511

463
(4,766)
(643)

193,228

(1,476,698)

1,472,147

(4,551)

(100,000)

(100,000)

$

$

88,677

63,423

152,100

107,135



MINSHALL & COMPANY, INC.

STATEMENTS OF CHANGES IN LIABILITIES SUBORDINATED TO
CLAIMS OF GENERAL CREDITORS

Years Ended December 21, 2001 and 2000

The Company had no liabilities subordinated to claims of general creditors during the years
ended December 31, 2001 and 2000.

See accompanying notes and auditor's report.




MINSHALL & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2001 and 2000

Note 1 - Summary of Significant Accounting Policies
Business

Minshall & Company, Inc. (the “Company”) was incorporated on May 14, 1987 as a
broker/dealer in securities transactions and commenced operations on March 13, 1988. The
Company is registered as a broker/dealer with the Securities and Exchange Commission and the
Oklahoma Securities Commission and is a member of the National Association of Securities
Dealers, Inc. The Company is a wholly-owned subsidiary of Capital Advisors, Inc. and is
engaged primarily in brokerage and investment banking activities.

Management estimates

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 at the date of the financial statements and the reported amounts
of revenues and expenses during the reported period. Actual results could differ from these
estimates.
Marketable securities

Marketable securities are carried at market value. Realized gains and losses on dispositions of
marketable securities are computed based on the difference between net proceeds and the cost

basis of the securities sold. Realized and unrealized gains and losses are recorded as income.

Interest and dividends from marketable securities are included in income when earned.

Equipment

Equipment is depreciated over the estimated useful life of each asset. Annual depreciation is
computed primarily using the straight-line method.




MINSHALL & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2001 and 2000

Note 1 - Summary of Significant Accounting Policies (Cont’d)
Revenue recognition

Customer securities transactions and related commission income and expense are recorded on
a trade date basis. Investment banking revenues are recorded at the time the related transaction is
completed and the income is reasonably determinable.

Income taxes

The Company files consolidated tax returns with its parent, Capital Advisors, Inc. The
Company computes its income tax provision based upon a tax allocation agreement with Capital
Advisors, Inc. which provides for calculation of income tax on a stand alone basis. The
Company has recorded amounts owing or refundable under the agreement as a liability to or
receivable from Capital Advisors, Inc. Deferred tax liabilities and assets are recognized for the
tax effect of differences between the financial statement and tax bases of assets and liabilities. A
valuation allowance is established to reduce deferred tax assets to estimated realizable amounts if
it is more likely than not that a deferred tax asset will not be realized.

Note 2 - Marketable Securities

Marketable securities owned consist of the following:

2001 2000
Market Market
Value Cost Value Cost
Obligation of U.S. Government § — § — $99.875 $99,763
Corporate Stocks 1,301 678 678 1
Other 2,100 2,100 2,100 2,100

$3,401 $2,778 $102,653 §101,864




MINSHALL & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2001 and 2000

Note 2 - Marketable Securities (Cont’d)

Aggregate portfolios of marketable securities at year-end were:

2001 2000
Market value $ 3,401 $ 102,653
Cost 2,778 101,864
Net unrealized gains (losses) $ 623 $ 789

At December 31, 2001 and 2000, gross unrealized gains and losses on marketable securities

Wwere:

2001
Gross unrealized gains $ 623
Gross unrealized losses —
§ 623

2000

§ 906
(67)

$ 839

Note 3 — Stockholder’s Equity and Restrictions

The Company is required by Oklahoma securities regulations and the National Association of
Securities Dealers, Inc. to maintain a minimum net worth (as defined) of $10,000 and $100,000,
respectively. Additionally, in April 1995, the Company entered into an agreement with Bear,
Stearns Securities Corporation (“Bear Stearns”), whereby Bear Stearns carries the cash and
security accounts of the Company’s customers and clears transactions on such accounts. The
Bear Stearns agreement requires the Company to maintain a net worth of not less than $150,000.
At December 31, 2001 and 2000, the Company’s qualified net worth was in excess of these

required minimums.




MINSHALL & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2001 and 2000

Note 4 - Income Taxes

The provision for income taxes consists of:

2001 2000
Taxes currently payable $79,590 § 104,000
Deferred income taxes (800) 2,000

$ 79,190 $ 106,000

The tax effect of temporary differences related to deferred income taxes shown on the
December 31, 2001 and 2000 balance sheets relates to the net unrealized gains on marketable
securities and depreciable assets.

A reconciliation of income tax expense at the statutory rate to income tax expense at the
Company’s effective rate is shown below:

‘ 2001 2000
Computed at the statutory rate $ 71,666 $ 96,575
Increase in taxes resulting from
State income taxes- net of federal tax benefit 8,309 10,428
Other (785) (1,003)

§ 79,190 $ 106,000

Note S - Related Party Transactions

Certain directors of the Company are also directors of other entities with which the Company

conducts transactions in the normal course of business.

During 2001 and 2000, the Company paid its parent (Capital Advisors, Inc.) an administrative

fee of $48,000 in each of the two years. In addition, the Company received approximately

$16,000 and $33,000 in commission fees from Capital Advisors, Inc., its shareholders and other

related entities during 2001 and 2000, respectively.

The majority shareholder is a member of the Board of Directors of a corporation in which the
Company owned stock included in the accompanying 2001 and 2000 balance sheets at a market

value of $1,301 and $678, respectively.

10
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MINSHALL & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2001 and 2000

Note 6 - Financial Instruments with Off-Balance Sheet Credit Risk

As a securities broker, the Company is engaged in buying and selling securities for a diverse
group of institutional and individual investors. The company introduces those transactions for
clearance to another broker/dealer on a fully disclosed basis.

The Company’s exposure to credit risk associated with nonperformance of customers in
fulfilling their contractual obligations pursuant to securities transactions can be directly impacted
by volatile trading markets which may impair the customer’s ability to satisfy their obligations to
the Company. The agreement between the Company and its clearing broker provides that the
Company is obligated to assume any exposure related to such nonperformance by its customers.
The Company seeks to control the aforementioned risks by requiring customers without
longstanding relationships with the Company to pay for security purchases at the time orders are
placed, or maintain collateral with the clearing broker in compliance with various regulatory
requirements and the clearing broker’s internal guidelines. The Company monitors its customer
activity by reviewing information it receives from its clearing broker on a daily basis.

11
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- Such inforration has been subjected to \
- financial statements and, in our opinion,is fairly stated, in all' material respects, in relation to the
* basic financial statements.taken as a whole.; -+ - Sl SR o

© Janvary 29,2002 ..

S ot oo ASSOCIATES. P.C.-
ST s Certified Public Accountants
© 4312 East 5Tst Sirest -
. PD.Box 54550 -
. Tulsa, Oklahoma 74155 .

LA (918)492-0108
T UFAX(918)496-8133

~ INDEPENDENT AUDITOR’S REPORT ON ADDITIONAL INFORMATION.

o To the Bo'ara of Directors

Minshall & Company; Inc. S

Our audit was made for the purpose offorining. an-opinion on thvé‘b‘asic 'ﬁnéncial statements taken

" as a whole. The nature of our audit procedures is more fully described in o_ur,repbftton_,thévbasi‘c o
~ financial statements, The accompanying additional information 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 Ex;:hang‘eVCommi’ssibﬁ.-

the auditing procedures applied in the audit of the basic

!
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MINSHALL & COMPANY, INC.

COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS PURSUANT
TO RULE 15c¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

As of December 31, 2001

Total stockholder's equity $ 306,552

Total nonallowable assets (25,019)
Add other allowable credit-deferred income taxes payable 3,587

Net capital before haircut on security positions 285,120

Haircut on securities (3,587)
Net capital 281,533

Minimum dollar net capital requirement (100,000)
Excess Net Capital $ 181,533

Total Aggregate Indebtedness $ 23414

Percentage of Aggregate Indebtedness to Net Capital 8.3%

Reconciliation with Company's computation (inciuded in Part IIA of Form X-17A-5
as of December 31, 2001):

Excess net capital, as reported in Company's Part IIA (Unaudited)

Focus Report $ 177,723
Audit adjustment for income taxes 3,810
Excess Net Capital Per Above $ 181,533

- Total aggregate indebtedness, as reported in Company's

Part IIA (Unaudited) Focus Report 7 $ 27,224
Audit adjustment for income taxes ‘ (3,810)

Total Aggregate Indebtedness Per Above $ 23,414




MINSHALL & COMPANY, INC.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS FOR
BROKER AND DEALERS PURSUANT TO RULE 15¢3-3 OF THE SECURITIES
AND EXCHANGE COMMISSION

As of December 31, 2001

Minshall & Company, Inc. clears all transactions on a fully disclosed basis through a
clearing broker and does not hold customer funds or securities, and therefore is exempt
from Rule 15¢3-3 pursuant to paragraph (K)(2)(ii).

14




" To the Board OfDirect'ors =
. _;_,Mmshall & Company, Inc

~ ASSOCIATES, P.C.
. Certified Public Accourtants
© 4312 East 51st Street -
PO BoX 545807
“ulsa: Oklahoma 74155 -
o (918y490-0106
. FAX(918) 4068133

TNDEPENDENT AUDITOR S REPORT B
' - ON INTERNAL CONTROL SR

K In plannmo and performmg our. audrt of the ﬁnancral statements of Mrnshall & Company, Inc

(the “Company”’) for the year ended December 31,2001, we consrdered its internal control

'structure in order to determine our audrtm0 procedures for the purpose of expressing an opmron
: _on the ﬁnanc1al statements and not t0 provrde assurance on’ the mternal control structure.’

Also as requrred by R ule l7a S(g)(l) of the. Securmes and Exchange Comm1551on

(the “Commission™), we have made a study of the’ practlces and procedures (mcludrng tests of
comphance with such practices and procedures) followed by the Company that we consrdered

relevant to the Ob_]CCthGS stated in Rule 17a-5(g) in making the perrodlc computatrons of o
aggregate indebtedness and net capital under Rule 17a-3(1 1) and the procedures for determ1n1ng S

“- compliance with the exemptive provisions ¢ of Rule 15¢3-3. We did not review the’ practlces and

procedures:followed by the Company in making quarterly securities examinations, counts

- verifications and compar1sons and the recordatlon of differences. requrred by Rule 17a- 13 or 1n
- complylng with the requirements for prompt ‘payment for’ securltres under Section 8 of -
. Regulation T of'the Board of Governors of the Federal Reserve System, bécause the. Company
- does’ not carry securrty accounts for customers or perform custod1a1 functrons relatlng to.
‘customer securmes : Co '

)

. The management of the Company is responsrble for estabhshmg and mamtammg an. mternal
;control structure and the practices and procedures referred to in the precedrng paraoraph In ‘
» fulﬁlhng thrs responsibility, estimates and Judgments by manaoement are requrred 10 assess the
- expected benefits and related costs of mternal ‘control structure pohcres and procedures referred

to in the preceding paragraph and to assess whether those practices and procedures.can be

~ expected to achieve the Commission’s above-mentioned objecnves Two of the objectrves of an

internal control structure and the practrces and procedures are to provrde management with -

‘reasonable, but not absolute, assurance that assets for which the Company has responsrbrhty are -
‘L safeouarded against loss from. unauthorrzed use or’ drsposrtron and that transactrons ‘are executed
. in accordance with management s authorization and recorded properly to permit the preparation
©of financial statements in accordance wrth generally accepted accouriting principles. Rule 17a-.
o 5(g) lists addmonal objectrves of the practrces and procedures hsted in the precedrng paragraph




} L Because of 1nherent hrmtatrons in any 1nternal control structure or the practrces and: procedures

’-‘;:.jreferred to above, errors or 1rregular1t1es may nevertheless occur ‘and not be detected Also, - e
e prolect1on of any-evaluation of them.to future penods 1s subJect 1o the rrsk that they .may. become e
i madequate because of changes in condrtrons or that the effectrveness of thetr desrgn and S
_‘operatlon may deter1oxate S \» TR e

_ ﬂOur consrderauon of the 1nternal control structure would not necessarrly drsclose all matters m

L the internal control structure that mrght be materral weaknesses under standards estabhshed by
" the Ameérican: Institate of Certified Public Accountants A material weakness is a‘condition in .

N which the desrgn or. operatron of one or more of the 1ntemal control structure. elements does not
reduce to a relatrvely low-level the risk that errors or 1rregular1t1es in amounts that would be B _

: Amaterlal in relation to the financial statements being audited may" oceur and not be: detected S -

7 withina trmely period by: employees in the normal course of performmg therr assrgned functrons AR B

However, we. noted no matters mvolvrng the 1ntemal control structure that we consrder to be v

3 'f_-i‘materral weaknesses as deﬁned above S T Ee e RERR

_We understand that practrces and procedures that accompltsh the Ob]eCtIVCS referred to-in the g
second paragraph of this report-are. consrdered by. the Comrmssron to'be adequate for 1ts purposes ettt
.. imaccordance: with the Securities. Exchange Act of. 1934 and related regulattons “and that - R
4 _‘"practrces and procedures that do not. accomplrsh such objectrves in‘all materral respects 1nd1cate a
-~ material 1nadequacy for such purposes _Based on this understanding and on our study, we “ o o
o believe that the. Company s: practrces and procedures were adequate at December 31 2001 to O
S ﬂ_‘fmeet the Commrssron B Ob)eCthGS ’ : - e

o A'Thrs report 1s 1ntende d solely for the use of management the Secur1t1es and Exchange \

.. Commission, the'National Assocratlon of Securities- Dealers Inc. and other regulatory agencres
- which, rely on Rule 17a- S(g) undet the: Securrttes Exchange Act of 1934 in the1r regulatron of

. reglstered brokers and dealers and should not be used for any other purpose ’

/.'Q
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