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OATH OR AFFIRMATION

I, 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, ,2002 , are true and correct. [ 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:

Notary Public Oktahoma
JIAL SEAL
SHERRY A. MOGRIDGE
Okfuskee Count )
Commission # 02009747
Comm. Exp. 6-13-2008

Lo 6. S

- Signature
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Chief Operating Officer
Title

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.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ 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¢3-3 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
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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ADDITIONAL TNFORMATION

_» Years Ended December 31, 2002 and 2001 ', |
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Report of Certlﬁed Pubhc Accountants ‘



ASSOCIATES, P.C.

Certified Public Accountants

4312 East 51st Street
P.0. Box 54550
Tulsa, Oklahoma 74155
{918) 492-0106
. FAX (918) 496-8133

INDEPENDENT AUDITOR’S REPORT * E-malt pycpes@lay-cpacom

| o 'fo the Board of Direct‘o'rsb

Minshall & Company, In¢.

‘We have audited the accornpanying statements of financial condition of Minshall & Company,

Inc. (a wholly-owned subsidiary of Capital Advisors, Inc.) as of December 31,2002 and 2001,
and the related statements of income, stockholder s equlty, cash flows, and changes in liabilities
subordinated to claims of general creditors for the years then ended. These financial statements
are the responsibility of the Company’s management. Our respon51b1hty is to express an opinion
on these ﬁnancxal statements based on our audrts :

We conducted our audits in accordance with auditing stan_dards 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 frée of material misstatement.

An audit includes examining, on a test basis, evrdence 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 audits provide 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 Minshall & Company, Inc. as of December 31,2002 and 2001, and the
results of its operations and its cash flows for the years then ended in conforrmty with accountlng
principles generally accepted in the Umted States of Amerlca

February 13, 2003




MINSHALL & COMPANY, INC.
STATEMENTS OF FINANCIAL CONDITION
December 31, 2002 and 2001

ASSETS

Cash -

Marketable securities, at market value (Note 2)

Accounts receivable

Prepaid expenses

Equipment (net of accumulated depreciation
of $26,195 in 2002 and $21,036 in 2001)

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.

2002

$ 282,304
2,100
10,616
9,831

6,572
890

§ 312,313

$ 741
3,500
17,983

2,500
24,724

1
115,608

171,980
287,589

5312313

2001

$ 292,977
3,401
14,256
9,336

11,731

1,852

$ 333,553

§ 2954
3,500
16,647

3,900
27,001

1
115,608

190,943
306,552



MINSHALL & COMPANY, INC.
STATEMENTS OF INCOME ‘
Years Ended December 31, 2002 and 2001

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.

2002

$ 171,690
60,842
32,339

(583)

264,288

15,262
965
60,759
3,500
48,000
4,668
5,159
9,817

4,521

152,651

111,637

30,600

$ 81,037

2001

$ 261,790
129,259
25,625

(287)

623

417,010

35,935
2,954
61,849
3,500
48,000
4,719
5,762
21,917

5,667

190,303

226,707

79,190

$ 147,517

(O8]



MINSHALL & COMPANY, INC.
STATEMENTS OF STOCKHOLDER'S EQUITY
Years Ended December 31, 2002 and 2001

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

Balance, December 31, 2000 $ 1 $§ 115,608 $ 168,426 $ 284,035
Net income — — 147,517 147,517
Dividends — — (125,000) (125,000)
Balance, December 31, 2001 1 115,608 190,943 306,552
Net income — — 81,037 81,037
Divideﬁds — — (100,000) (100,000)
Balance, December 31, 2002 $ 1 $ 115,608 $ 171,980 $ 287,589
See accompanying notes and auditor's report. 4



MINSHALL & COMPANY, INC.
STATEMENTS OF CASHFLOWS
Years Ended December 31, 2002 and 2001

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

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 (decrease) 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.

2002

81,037

5,159
(1,400)
583

3,640
(495)
(877)

962

88,609

(400,684)
401,402

718

(100,000)

(100,000)

(10,673)

292,977

$

282,304

$

13,500

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



MINSHALL & COMPANY, INC.

STATEMENTS OF CHANGES IN LIABILITIES SUBORDINATED TO
CLAIMS OF GENERAL CREDITORS

Years Ended December 31, 2002 and 2001

The Company had no liabilities subordinated to claims of general creditors durmg the years
ended December 31, 2002 and 2001. :

See accompanying notes and auditor's report. 6



MINSHALL & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2002 and 2001

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, 2002 and 2001

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

Customer securities transactions and related commission income and expense are recorded on

. atrade 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:

2002 2001
Market Market
Value Cost Value Cost
Corporate Stocks $ — § — $1,301  § 678
Other 2,100 2,100 2,100 2,100
$2,100 $£2,100 $3,401 $2,778




MINSHALL & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2002 and 2001

Note 2 - Marketable Securities (Cont’d)

Aggregate portfolios of marketable securities at year-end were:

2002 2001
Market value $ 2,100 § 3,401
Cost 2,100 2,778
Net unrealized gains (losses) $ — $ 623

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, 2002 and 2001, the Company’s qualified net worth was in excess of these

required minimums.

Note 4 - Income Taxes

The provision for income taxes consists of:

2002 2001
Taxes currently payable $ 32,000 $ 79,990
Deferred income taxes (1,400) (800)
$ 30,600 $ 79,190

The tax effect of temporary differences related to deferred income taxes shown on the
December 31, 2002 and 2001 balance sheets results primarily from the use of accelerated
methods of depreciation for equipment as allowed under income tax laws.



MINSHALL & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2002 and 2001

Note 4 - Income Taxes (Cont’d)

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

2002 2001
Computed at the statutory rate § 26,788 § 71,666
Increase in taxes resulting from
State income taxes- net of federal tax benefit 4,290 8,309
Other (478) (785)

$ 30,600 $ 79,190

Note 5 - 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 2002 and 2001, 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
$15,600 and $16,000 in commission fees from Capital Advisors, Inc., its shareholders and other
related entities during 2002 and 2001, respectively.

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.

10
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X

ASSOCIATES, P.C.
Certitied Public Accountants

4312 East 51st Street
_ PO. Box 54550
Tulsa, Oklahoma 74155
{918) 492-0106
FAX (918) 496-8133
" E-mail: Jaycpas@Jay ¢pa.com

INDEPENDENT AUDITOR S REPORT ON ADDITIONAL INFORMATION

To the Board of Directors.
Minshall & Company, Inc.

Our audit was made for the purpdsé of forming an opinion on the basic financial statements taken
as a whole. The nature of our audit procedures is more fully described in our report on the basic

. financial statements. The accompanying additional information is presented for purposes of

additional ana1y51s and is not a required part of the bas1c financial statements, but is

- supplementary.information required by Rule 17a-5 of the Securities and Exchange Commission.

Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is falrly stated, 1n all. material respects, in relation to the -

basic financial statements taken as a whole
va ‘;4401,(512,. (/6

11



MINSHALL & COMPANY, INC.

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

As of December 31, 2002

Total stockholder's equity $ 287,589
Total nonallowable assets (20,613)
Add other allowable credit-deferred income taxes payable 2,500
Net capital before hairéut on security positidns 269,476
Haircut on securities (4,864)
Net capital 264,612
Minimum dollar net capital requirement (100,000)
Excess Net Capital $ 164,612
Total Aggregate Indebtedness $ 22224
Percentage of Aggregate Indebtedness to Net Capital 8.4%

Reconciliation with Company's computation (included in Part IIA of Form X-17A-5
as of December 31, 2002):

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

Focus Report | $ 163,468
Audit adjustment for income taxes 1,144

Excess Net Capital Per Above $ 164,612

Total aggregate indebtedness, as reported in Company's

Part IIA (Unaudited) Focus Report $ 23,368
Audit adjustment for income taxes (1,144)
Total Aggregate Indebtedness Per Above | § 227224

12



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, 2002

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).
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INDEPENDENT AUDITOR’S REPORT ~ASSOCIATES, P.C.
“ON INTERNAL CONTROL ‘ , Certified Public Accountants
o 3 o 4312 East 51st Street
PO. Box 54550
Tulsa, Oklahoma 74155
(918) 492-0106
FAX (918) 496-8133

To the Board of Directors , A o ’ - E-mail jaycpas@jay-cpa.com
Minshall & Company, Inc. N o

+ In planning and performrng our audit of the ﬁnanelal statements of Mrnshall & Company, Inc.
. (the ¢ Company ’) for the year ended December 31, 2002, we considered its internal control

structure inorder to determine our auditing procedures for the purpose of expressing an opinion

“on the financial statements and not to provide assurance on the internal control structure.

| Also,.as required by Rule 17a-5 (g)(1) of the-Securities and ExchangetCommission
- (the “Commission”), we have made a study of the practices and procedures (including tests of

compliance with such practices and procedures) followed by the Company 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(11) and the procedures for determining

~ compliance with the exemptive provisions-of Rule 15¢3-3. We did not review the practices and

procedures followed by the Company in making 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 Resérve System, because the Company

does not carry security accounts for customers or perform custod1a1 functrons relating to

customer securrtles

The management of the Company is responsible for establishing and maintaining an internal
control structure 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 control structure policies 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 objectives. Two of the objectives of an

. internal control strueture 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 statéments in accordance with generally accepted accounting principles. Rule 17a-

5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph. |

14



. PN .

 February 13,2003

Because of mherent hmttatrons in any 1nterna1 control structure or the practrces and procedures

" referred to above, errors or 1rregular1t1es may nevertheless 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 condmons or that the effectlveness of their design and

s operatxon may deterlorate o - ‘

. Our consrderatron of the mtema] control structure would not nec'ess'arily disclose all matters in
“the internal control structure 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 internal control structure 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 functlons
However, we noted no matters mvolvmg the mternal control structure that we consrder to be

" material weaknesses as deﬁned above

. We understan'd that'p'ractices and procedures that accomplish the objectives referred to inthe

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 1nd1cate 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 31,2002, to
- meet the Commission’s ObjCCthCS : ‘

a ThlS report is intended solely for the use of management the Securltles and Exchange _

Commission, the National Association of Securrtles Dealers, Inc. and other regulatory agencres
which rely on Rule 17a-5(g) under the Securities Exchange Actof 1934 in therr regulatlon of

~ . registered brokers and dealers and should not be used for any other purpose
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