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OATH OR AFFIRMATION

L Eloise R. Worcen swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Huntingdon Securities Corporation as of

Dec. 31 , ¥%2001 are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, prindpal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

5iéu@c Zfé&ykﬁa

ngnamr:

DIANE K. STRACHEN
Notary Public
State of North Dakota 8
My Commission Expires Sept. 185, 2006 )

Notary Public

Vice President
Title

This report** contains (check all applicable boxes): '
B (a) Facing page. ) C
(b) Statement of Financial Condition. T

(c) Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.

(e) 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.

() 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 QOath or Affirmation.

0 (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 daie of the previous audit.

I e ~J o JeJeJalnloful

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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<" Brentwood, TN37027
| TEL: 615/377-3485

“We have audlted “the . accompanymg statements of financial condltron of \
~ Huntingdon Securities Corporation as.of December 31, 2001 and 2000, and
~ the related .statements  of ooperations and comprehensrve income, changes in
~ ‘stockholder equity, and cash flows for the yeats then ended: These financial
' - statements are the responsrbrhty “of -the Company’s management - Our”
" responsibility is to express an opmron on these fmancral statements. based on
- our. audrts ’ S :

We conducted -our audrts in accordance w1th audrtrng standards ‘generally. .

~ accepted in the United States of America. = Those standards require that we

plan and perform the audits 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’
Cevaluating the overall financial statement presentatlon We belreve that our
- audrts prov1de a reasonable basis for our. opmron ” ' -

S - In our opmron the fmancral statements referred to above present falrly, in. all

material respects, the financial position of Huntmgdon Securities ‘Corporation
as of December 31,-2001 and 2000, and the results of its operations, changes

© " in its' stockkholder equity,  and its cash . flows for the years then ended
) conformlty wrth accountmg prrncrp]es in the Umted States of Amerrca . :

"~ Our audrt was conducted for the purpose of formmg an opmron on the basrc

financial statements “taken.as a whole. =~ The’ information contained in the )

. ~Schedule 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 Exchange .Commission. " Such
information has been subjected to the audrtmg procedures applied in the

. audit of the basic financial statements and, in our opinion, is fairly stated in all .
~*" material respects in relatron to the basrc frnancral statements taken as a

:whole

- Mayle, 2002




.HUNTINGD ON SECURITIES CORP ORATION

Statements of F1nanc1al Position

December 31 2001 and 2000

, Current assets:
"Cash _ |
Commissions receivable -
- Advances to officer of corporation
~ Investments and clearmg account depos1t
Cash
Investmen_t securities

Deferred income taxes ‘
‘ ‘Total. current assets

Property and equrpment
Land
Land improvements .-
‘Building . i
'Furmture and equ1pment

Accumulated deprecranon : ,
Net property and equ1pment '

Other assets: .
Loan costs, net of accumulated amortlzanon of $75 in 2001
Total assets

Llabrhtres and Stockholder Equrty

Current llablhtres
Accounts payable and accrued expenses
- Current portion of long term debt
Due stockholder v '
Commissions payable
Current income tax payable o
: o / Total current hab111t1es '
. Long term debt -
Stockholder equity:
. Capital stock, no par value. Authonzed and 1ssued 100 shares
- Additional pa1d in capltal
Retained earnings
Accumulated other comprehensive loss
Total stockholder equity

S Total hab1lmes and stockholder equity ‘
Contingencies o o

- See accompanying notes to financial statements.

S8

2001 2000
7,345 109,336 -
42,163 21,447

17,500 - -
84,844 19,871
7,772 . 161,156-
92,616 - 81,027
15425 . 2,050 .

175049 . 213,860
70,000 . 70,000
20,000 20,000

273,700 - 273,700
22,825 - 22,825 ¢

386,525 386,525

32,587 19,259

© 353,938 367,266

2174 -

531,161 581,126
68,286 462
6,380 7,035
- 1,515 .
43,007 17,810
- " 9,900

117,673 36,722

163,394 88,179
1,100 1,100

379,556 379,556

(125,345) - 81,879

(5,217 (6,310)

250,094 - . 456,225

531,161 581,126




HUNTINGDON SECURITIES CORPORATION
4 Statements of Operatlons and Comprehenswe Income ;

Years Ended December 31 2001 and 2000

" Revenues: : - ‘ - ,
Commission income, net of clearing fees o o "$ 290,792 . . 410,504
, Commxssmn paid to representatlves . ' 253,221 306,232
o Gross proflt » ‘ . o : ' 37,571 104,272
Operatmg expenses: - , S I )
-Advertising and marketing - R 5 716
Accountmg and profess:onal fees ‘ - " S 10,700 - 6,249 .
- Depreciation ‘ . _ S L 4410 7,012
" Library and pubhcatlons s T 410 - 1,055
Office expense =~ S S B C 2,081 11,214,
~-Salary andwages . o : I 10,208 ‘12,175
Payroll taxes . . ’ - ‘ S o ‘ ‘ C 866~ . . 1,073
" Health insurance = . o B S - 5413 . . 4988
Telephone o , : o - 10,637 13,619
Postage C ‘ D o E 3,064 - 3,028
" Seminars and conferences - ) ’ ~ - 3,132 =
. Service and subscriber fees - R o : = - 494
Underwriting costs : o L ‘ = T 9,620
" . Regulatory fees, llcenses etc. - ~ o ' - 5878 3,255
‘Insurance . : ‘ ' ‘ _' 1,570 2,180 .
'Automobile expense ’ ’ S . ‘195 - 5,766
. Miscellaneous ' L S - 204 2,905
Total operating expenses . S 65,493 75,349
Income (loss) from operations - : (27922) 28923
Other income (expenses) o I T R o
Building rentals S . o 57940 60,673
_ Building expense = . : o o (66,079) = (62,022)
* Arbitration settlement = T . S - (68,000) -
Interest income and dividends- ¢ IR D v 638 . - 3,553
- Break up fee from investment company ‘ T R 16,627
" Miscellaneous i income . c 4319 - 6300
* Interest expense - - : o S S (L554). - (4463)
Penalties B ‘ S R Co= . (5,868)
Realized gains (1osses) on sale of securities . ‘ © 28100 (55,832)
: ‘ ‘Total other income (expenses) E ' (44,636) . (41,032)
: . Netloss before taxes - : o ' (72,558) (12,109)
Income tax benefit -~ - . C . - (23,700). (12,367)
: . Net income (loss) = - SR $  (48858). 258
Comprehensive income (loss): o A L o ,
Net income ‘ ‘ . 3 (48,858). 258 -
~ Other comprehenswe income (loss) " o o ' ~ .
- Unrealized gains (losses) on securities B S . s (168)
Deferred tax expense (benefit) C ’ - 425 ~ (50)
Total other compenhenswe income (Ioss) o ' 1,093 (118)

Total comprehenswe income (loss) o -8 (47,765) -~ 140

See accompanying notes to financial s_tatements.




 HUNTINGDON SECURITIES CORPORATION.

Statements of Changes in Stockholder Equity

-~ .

Balance — December 31, 1999
‘Net income of 2000
Additional paid—in
capital contributed - )
(building and land valued
of $351,200 net of long
-term debt of $101,604)
Dividend dist}iButidn of land ‘intér.est
Unreéalized loss on securities -
: _Balénce — Decemb/ey 31, 2000
Net loss of 2001

D_istributiQns‘toﬂsharehvollder .
considered dividends

Unrealized loss on securities

Balance — December 31, 2001

‘

‘.-. $ .

" Years Ended December 31, 2001 and 2000

Accumulated
Other »
Additiqhal ~ Comprehensive
Capital Paid—in . Retained . Income s
Stock  Capital - Earnings (Loss) <Total :
1,100 120960 92,121 . (6192) 216989 »
- - 258 - 258
E 24959 - - - 249,596
- - (10,500) - " (10,500)
- - - I8y . (118)
CUL100 379,556 81879 - (6310) - 456,225
- - o488y - - (48858)
- - o (158366) - (158366)
- - - 1,093 - 1,093
1100 379556 _ ° (125345) (5217) 250,094

See accompanying notes to financial statements.




HUNTINGDON SECURITIES CORPORATION
Statements of Cash Flows
Years ended December 31, 2001 and 2000

: Cash Flows from Operating Activities - ‘ . . o
 Net income (loss) . : : ) (48,858) 258 ¢
Adjustments to reconcile net income to net operating activities: o o )
Reahzed (gains) losses on sale of securmes L S (28,100) . 55,832
Depreciation Sl - 13328 14,761
Amortization S : ' I 75 -
-Changes in operatmg assets — (mcrease) decrease ' . :
Comm1ssrons receivable . . co T - ' (20,716) . 12,386
Advances to officer of corporétion' . ‘ - (17,500) Lo -
Deferred taxasset .~ S C(13800) - (1,850)
Changes in-operating liabilities — increase (decrease): - o S :
. Accounts payable and accrued expenses - ' 67824 (2.211)
- Commissions payable L N S 25097 (8382)
Current income tax payable - e e (9,900)  (20,972)
Due stockholder - - . o : (515 1515
- Net operating activities o - T (33965) ¢ 51337 ‘
: Cash Flows from Investmg Activities e c
Purchase of office equipment . ST = '(4,000)
-Proceeds from sale of investment securltles - e N | 900,003 2,461,773 -
' Purchase of investment securities |~ . o - o (817,001) (2,371,089)
' " Netinvesting activities - 7 " - 83,002 86,684
Cash Flows from Financing Actrvmes \ ' o
~ Proceeds from refinancing long—term debt ) ' 79660 - =
, Repayment of long term debt ‘ \ : (5,100)- (6,390)
;Drstrlbutlons to shareholder considered d1v1dends E S ) (158,366) -
Loan costs incurred . — . N (2249) -
' Net f1nancmg activities , . S " (86,055) . (6,390) .
Net increase (decrease) incash e . (37,018) 131,631
~ Cash and cash equivalents at beginning of year =~ . R 129207 (2424).
- Cash and cash equivalents at end of year R % 92189 129,207 -
Céslrand cash equivalents consist of the following: : , , : ,

. Cash — operating - 3 7345 109,336
Cash — brokerage account - ' o ‘ 84,844 19871
S o o \ $ 92,189 129207

‘Supplemental cash flow information: _ ) : ' ‘ .
. Interest income and dividends received ' . SRR | 638 : '3,553 )

Interest paid U 8 10867 12,577

Income taxes paid e - R - ... 15543

See accompanyihg notes to financial statements.
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Income Taxes

HUNTINGD ON SECURITIES CORPORATION

Notes to Financial Statements

December 31, 2001 and 2000'

Summary of Significant Accounting Policies

Organization

The Company was: organlzed on April 4, 1985 to perform various broker dealer functions within the
securities industry. Operations commenced in September 1989.  The Company was sold December

11996, and continues to operate from Minot, North Dakota.

N

Revenue Recogmtron

‘The Company - recognizes revenue erther upon receipt, or when con51dered earned, if - the earnmgs

process has been substantlally completed and revenues are reasonably assured of bemg collected-

Property and Equlpment

Property and equrpment are stated at cost or estlmated value at date contrlbuted to additiional paid—in

~capital by the sole .stockholder. Expenditures for maintenance, repairs and renewals are charged to

expense, whereas major additions are capitalized. Depremanon is provided over the estimated useful life

of the related asset using: accelerated methods. The cost and accumulated deprec1at10n of assets retired,

sold or otherwise disposed of are eliminated from the accounts and resultlng gams or losses, ‘if any, are"
reflected through the staternent of operatlons

"Cash and Cash Equlvalents

. For purposes of the statement of cash flows, the ‘Company . consrders “all cash on hand, dep051ts with

financial 1nst1tutrons and debt instruments with an original maturrty of three months or less to.be cash

* and.cash equlvalents -

Use of Estimates :

The preparatlon of financial statements in conforrmty with generally accepted accounting prmcrples

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 reportrng perlod Actual results could dlffer from

) those estimates.’

o

The. Cornpany accounts for income taxes in accordance with Statement of Fmanmal Accounts Standards

No. 109 Accounting for Income Taxes. The difference between the flnanc:1al statement and tax basis of
assets and liabilities is determined annually. Deferred income tax assets and liabilities are computed for |

_those differences that have future tax consequences using the currently énacted tax laws and rates that

apply to the perrods in which they are expected to affect taxable income. Valuation allowances are

. established, if‘necessary, to reduce the deferred tax asset, if any, to the amount what will more likely than

not be realized. Income tax expense is the current tax payable or refundable for the period as adjusted

' 'plus or minus the net change in the deferred tax assets and liabilities.

Fmancral Statement Presentation

- Certam reclassnfrcatlons of 2000 reported flgures may have been made to conform with 2001 financial
statement presentatron ‘ :




HUNTINGDON SECURITIES CORPORATION

Notes to Financial Statements, continued

Summary- of Signiﬁcant'Accounting Policies, continued

- Investments -

The Company follows the. provisions. of Statement of Frnanc1al Accountmg Standards 115, "Accounting

“for Certain Investments in Debt and Equity Securrtles Investments are deemed to be ' ava1lable for sale

securites" and are requrred to be reported at fair values in the fmancml statements. - Further, the
unrealized gains or losses attributed to these securrtres are reported as a component of comprehensive

" . income and reported asa separate line item of stockholder s equlty

@

..(3)_

' The Company recogmzes realrzed investment gams or, losses us1ng the specific identification method

Compensated Absences

. Employees of the Company are entitled to paid vacatlon pard s1ck days and- personal days off, dependmg

on job classification, length of service and other factors. It is impracticable to estimate the amount of
compensation for future absences, and “accordingly, no_liability has been recorded in- the accompanying
financial statements. The Companys pohcy is ‘1o recogmze the cost of compensated absences when

' actually paid to employees

FOCUS Report Part I1A

’ Because the Company deals excluswely with direct partlc1pat10n programs and mutual funds, it holds

neither customer securltles nor customer funds and, consequently, qualrfres for exemptlon from the
provisions of the Securmes and Exchange Commission Customer Protectron Rule 15¢3-=3.

Net Capital Requrrements

.The Company is sub}ect to the Securities and ‘Exchange Commission Uniform Net Capital Rule (Rule

15c¢3—1), which requires . the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defmed shall not exceed 15 to 1. At December ’>l 2001,

~ -the Company had net capital of $41,873 which was $23,136 in excess of its requrred net capital of $18,737. -

o -The Company’s. ratio of aggregate indebtedness to net cap1tal was 67124 to 1. Please see schedule for

@

reconciliation - of ‘net capltal reported in the FOCUS Report 10 the .net caprtal as computed in these

~ financial statements

Clearlng Account Dep051t and Investments

The Company maintains a clearing account deposit cons1st1ng of a cash and margln hab1llrty and

investments recorded at market Value A summary of mvestments follows:

.- Description = - o 2000 - 2000

Net cash IR ‘ o ‘ ' 8. 84,844 19, 871

Equrty secuities: ‘ » - . R o .
At quoted marketprrces o S 8 4460 57,844
_Carried at cost — no quoted market ava1lable R o ; . 3,312 3312
| o Lo e » R 7972 . 61,156
Less cost basis of securities " N ' _ (14914 (69,816)

Excess of cost basis over market value ‘ S $ (7142 '(8,660),




Ol

©

 The Company is subject to Federal and State income taxes. In prior years- the Company had elected to

Income Taxes

HUNTINGDON SECURITIES CORPORATION
Notes to F1nanc1al Statements contmued

Accumulated Other Comprehenswe Losses

The followmg summarizes the components of accumulated other comprehens1ve losses r

2000 2000

Excess of cost over market values . cor $ (7142 (8,660)
Less deferred benefit related to unrealized losses . E ‘ (1,925) (2,350)

4 Accumulated other comprehenswe losses ) (5,217) (6,310)

be taxed on the caSh basis of accounting under which income is generally taxable when received and

_ expenses deductlble when “paid. Effective’ with the filing"of ‘the 2000 year - tax returns the. Company
, elected to be taxed on the accrual basis of accountmg ‘Income taxes are provxded for the tax-effects of

transactions reported in the financial statements and consist of taxes currently due plus deferred taxes,

~.which relate primarily loss carryforwards for tax purposes. Deferred taxes primarily represent the future

tax return consequences of ‘those differences, which will either - be taxable or deductible when the assets

: and llabllltleS are recovered or settled

‘ 2001 2000
Income tax benefit: ' : ‘ ‘ o '
~ Current income taxbenefit» B L ‘ ' 5= - 10,517
Deferred income tax benefit T T ) 3000 - 1,850
- Tax benefit of operating loss carryforward - - o S 23,400 -
Change in valuation allowance S o - - -
o . % 1700 - 10,517
- Components of deferred tax assets and liabilities: , ' .
L ' S ' » T Deferred Tax
‘Gross Component ) Asset (Liability)
Unused net operating loss carryforwards $ 72,558 - . 13,500
Less valuation allowance | o - - e S
~Change in components of accrual to cash basis. - s (1,439 = - S (300)
Unreahzedcapltal loss C o 7142, ‘ 8,660 - 1,925 2,350
% 79700 - 7,221 15425 . 2050

* Excludes deferred tax expense (benefits) amounting to $425 and $50 in 2001 .and 2000,
respectively, relating to unrealized gains on investments (see notes 4 and 5), which is netted
. to the equity account — accumulated other comprehensxve losses.
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(8)

.“ recorded at $10,500. was distributed to the sole stockholder as a. dividend in - 2000.

HUNTINGDON SECURITIES CORPORATION

Notes to Financial Statements contlnued

Related Party Transactions

Commissions - ' | ‘ :
Commission expense 1ncludes comm1ss1ons to Roger W.. Domres sole stockholder of the Company, of
$15,817 and $51,701 in 2001 and 2000.. Further deposit for land” purchase made in 1999 which was .
During 2001, the
Company made cash distributions to or for the beneflt of the sole shareholder in the amount of $158,366

which has been considered to be dividends,

~ Rental Income and Related Expenses

The - Company leases portrons of the office building (donated by the sole stockholder as contrlbuted

capital) * under both = mnon-—cancelable = lease and ‘month to. month arrangements. At
December 31, 2001, non~cancelable leases are as follows: . . :

’ ‘ : Year Ending o
, December 31 Amount

2002 $ 34,204

2003 10,313

2004 9,600

1,600

2005 .
Annual rentals 'on a month to month basis as of December 31, 2000 amount to $24,456.

Long Term Debt : i :
Mortgage note_pgiyable with interest (adjusted each January to 1% over the . .
highest New York prime as published in the Wall Street Journal). The note
is collateralized by land and building with a recorded basis of $363,700.
Further, the mortgage note payable is guaranteed by the sole stockholder.
" . .9.5% repayable in monthly installments of $1,318 including principal and- _
interest — this note was retired undet a refinancing agreement in 2001. $ - 95,214 .
- 85% repayable in monthly 1nstallments of $1,714 including prrnc1pal and : : & ,
interest, with final payment scheduled for J une 2016, ‘ 169,774 -
) o L | $__ 169774 95214
A summary of long term debt maturltles is as follows: -
: : Year ending :
December 31 o o Amount
2002 8 6380
- 2003 . \ 6,943
2004 7,557
2005 8,225
2006 - 18952 .
" Years thereafter 131,717 -
§__169774 .
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HUNTINGDON SECURITIES CORPORATION

Notes to Financial Statements contmued

'Contmgenmes

| Subsequent to the ‘balance, sheet date on Apr11 12, 2002 the Company entered into a settlement
_ agreement, through arbitration with NASD Dispute Resolution, Inc. relating to a complaint that had

been. filed against the Company and the sole stockholder. The settlement included payment to the
plainiff amounting to $65,000 of which the Companys insurance carrier - paid $50 000. Further, the
Company is liable to pay for the plainiffs margin debit in the amount of approximately $50,000 plus
accrue interest. Included in accounts payable is $68,000 which has been' recorded to provide for this

settlement.

- (10) Concentration of Credit Risk

The "Company hds an accounting risk of loss in: the areas of investments, commissions receivable and’
cash in bank to the extent investments (amounting to $7,772) are not guaranteed by the United States.
Government, comm1551ons receivable (amounting to $42,163) are subject to collectibility and cashin

* bank in excess of insurance provided by the FDIC" of $100,000 (no- accounts were in excess of the FDIC

insurable limit). -

'Subsequent Event

Effective January 1, 2002‘ the broker dealer busmess segment has been spun off into a separate
Company under the name of HSC Financial Serv1ces an$ corporatlon

10




ESEE

. TerryA. Hill
Ernest R. Harper

Hill, Harper & Assoc1ates -
Cert1f1ed Public' Accountants -

‘The Board of D1rectors S o

INDEPENDENT CERTIFIED PUBLIC
ACCOUNTANTS SUPPLEMENTAL
“REPORT ON INTERNAL |
ACCOUNTING CONTROL

L Brentwood Executive Center -
Huntlngdon Securltles Corporatlon . 'gﬂtog 6chl<ory Boulevard -
- . .Suite o
' ' B Brentwood, TN37027
. TEL: 615/377-3485 .

: We have audrted the flnanclal statements of Huntlngdon Securttes Corporatlon for the. year
‘ended December 31, 2001, and have issued our report thereon dated May 16, 2002. As part .

of our audit, we made a study and evaluation of the system of internal accountmg control to

.. the extent we con31dered necessary to evaluate the system as requrred by auditing standards

generally accepted in the United- States: of Amerlca and Rule 17a—5 of the Securities and.

. Exchange .-Commiission This study and evaluanon included the - accounting system and the
- practices. and procedures followed by ‘the “client in makmg the * periodic computatlons of
' aggregrate indebtedness .and net ¢apital under Rule 17a— %(a)(ll) Rule 17a-5 states that
-the - scope of. the study and evaluation. should be sufﬁclent to provide. reasonable assurance . .
; .that any-material weakness existing at the date of our examlnatlon would be.disclosed. .
: Under audltmg standards . generally accepted: in’ the United States of America and Rule‘ '

17a-5, the’ purposes of such study and evaluatlon are to establish a basis for rehance thereon» :

.in determmmg the nature timing and extent of other- aud1t1ng procedures necessary ‘for |
. l‘expressmg an opmron on . the financial statements . and to, provrde a bas1s for reportmgv
: mater1a1 weaknesses in 1nternal accountmg control. - ’ ' ‘

The management of Huntmgdon Securltles Corporatron is respons1ble for estabhshmg and

' mamtammg a system of ‘internal accountmg control In: fulfrlhng this ‘responsibility, estimates -

and Judgments by management are requlred to assess the expected benefits -and related costs’ '

- of control procedures The ObJECUVeS ofa system are to provrde management with reasonable
but not absolute assurance that. assets are safeguarded agamst loss from unauthonzed use or

dlspos1t10n and that transactlons . are executed .in saccordance with managements‘~

“authorization . and recorded properly to permit the preparatlon of financial statements’ in
- accordance w1th accountmg principles generally accepted in the Umted States of Amerlca »

_»However, for the purposes of ‘this report under Rule 17a 5 the determmatlon of weaknesses
,to- be . reported was made w1thout considering the practlcahty of . correctlve actron by
- management within the framework ofa cost/beneflt relatlonshlp '

. Because of 1nherent hmrtatlons in "any system of 1nternal accountmg control, errors or

1rregu1ar1t1es may nevertheless occur and not be detected. Also prOJectlon of any cvaluatlonb
of the system to future perxods is subject to the risk that procedures may become 'inadequate -

because of, changes in condmons or that the degree of comphance w1th the procedures may -

deterrorate
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HUNTINGDON SECURITIES CORPORATION
. ~Page 2

Our study and evaluation made‘ for the limited purposes described in the first paragraph
would not necessarily drsclose all material weaknesses in the system. Accordmgly, we do not
express an oplmon on the system of internal accountmg control ‘of Huntingdon Securities
Corporatlon taken as a whole. The study and evaluation dlsclosed the following weaknesses ’

Comments December 31, 2000

Accounting System ‘ T )
Finding and Recommendatron o . ‘ ‘ ‘

The general ledger system was again not propertly utlhzed during 2000, although there was
. an nnprovement over 1999. The quarterly FOCUS Report was again prepared based on
. manual spreadsheets, without using the general ledger system. The general ledger again
requlred numereous adjustments in‘order to issue these financial statements. '

During the audit of the financial statements the Vice President responsible for financial
matters was avarlable for- trammg on the accounting software. - This training “should
ease the transistion to usmg the general ledger system to support “the preparation of the
FOCUS report. .o

Dlsposrtlon : C -
Although several ad]ustments were reqired to properly state the financial statements, the

general ledger system was properly utilized.

Comments December 31,2001

‘ " Segregation of Accountrng Dutles

Due to the limited number of personnel of the Company, it is impractical  to attain a
'segregation of duties conducive to ' internal accounting control. While management of the .
Company is-aware of this situation, it is.not deemed practical to increase employees merely 1o
* enhance mternal control. Further, the owner of the Company actively participates in its
. operations and closely’ partmpates in the activities of the Company, thus. m1t1gatmg toa some
extent, the aforementroned weakness :

' Thls report is 1ntended solely for the use of management and the Securmes and Exchanget
(,ommrssmn and should not be used for any other purpose. ’

WW

" May 16, 2002
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HUNTINGD ON SECURITIES CORPORATION

December 31 2001

Net caprtal— _
Total stockholders equlty qualified for net caprtal

_ Deductlons and\or charges—
Non-—allowable assets:
Halrcut relating to marketable secuntres
"Funds held by SIPC
- Securities with no quoted market value

* Net fixed assets - : IR ‘ s 353,938
* Debt related to fixed assets ) f ' , . 169,774 -
Loan costs ‘ ’ ' ’ :

Deferred income tax asset
Net capital

- Aggregate indebtedness—
' Items included inthe statement of financial posmon
Accounts payable-and accrued expenses
* Current portion of long term debt
Commissions payable L
- Long term debt -

Aggregate indebtedhess

A Computatlon of basic net caprtal requirement—
Mmunum net capltal tequired — 6. 667 % of aggregate mdebtedness

. Excess net capital

' Ratio: Aggregate indebtedness to net capital ,‘

FAN

Reconeiliatioh with Cc‘)mpany’s .Corrlputation (included in Part 1 G

of Form X~17-5 as of December 31, 2001)
Net capital, as reported in Company’s Part IT (unaud1ted)
FOCUS report as amended

Audit adjustments:

Net capitalzas computed above

Computatron of Net Capltal Under SEC Rule 15c3 1

$ 250,094

w5
2,700

2,174
15,425

3312

184,164 -

208,221

541878

$ 68286
6,380

43,007
163,394

$ 281,067

s__ 18737

I 23,136

67124 t01
B 41873

41,873

$ 87




