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KOSHERS & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

STEPHEN KOSHERS, C.P.A.
MITCHELL H. KOSHERS, C.P.A.

JOSEPH CIPOLLONE, C.P.A.
BRYAN KOSHERS, C.P.A.

INDEPENDENT AUDITOR’S REPORT

To The Board of Directors of
Windsor Capital Advisors LLC
Garden City, New York

We have audited the accompanying statement of financial condition of Windsor Capital Advisors
LLC as of December 31, 2002, and the related statements of operations, changes in stockholder’s
equity, changes in subordinated borrowings and cash flows for the year then ended. 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 audit.

We conducted our audit in accordance with auditing standards 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 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 evaluating the overall financial statement
presentation. We believe that our audit provides 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 Windsor Capital Advisors LLC as of December 31, 2002 and the results
of its operations and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying supplementary information is presented to comply with the
requirements of Rule 17a-5 of the Securities and Exchange Commission and is not a required
part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of basic financial statements and, in our opinion, is fairly stated in
all material respects in relation to the basic financial statements taken as a whole.

J(OJAQM &) COWLIDLZI’L%

February 3, 2003
Merrick, New York
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WINDSOR CAPITAL ADVISORS LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2002

ASSETS

Cash and Cash Equivalents

Receivables From Clearing Organization

Securities Owned - Marketable - At Market Rate

Furniture, Equipment and Leasehold Improvements,
Net of Accumulated Depreciation of $ 90,703 -

Security Deposits

Other :

LIABILITIES AND MEMBERS’ EQUITY
LIABILITIES
Accounts Payable and Accrued Expenses

Due to Broker
Securities Sold, But Not Yet Purchased At Market Rate

MEMBERS EQUITY

§ 52,372
28,036
380,184

68,364
25,000
12,798

§ 57,663
14,031
51,381

§ 566,754

The Accompanying Notes Are An Integral Part Of These Financial Statements.
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WINDSOR CAPITAL ADVISORS LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2002

REVENUES
Commissions

Realized Gain on Firm Trading
Interest and Other

EXPENSES

Salaries and Payroll Costs

Commissions and Clearance Fees Clearing
and Brokerage Charges

Occupancy Costs

Communications

Depreciation

Other Expenses

NET INCOME

$ 1,048,562

1,057,674
552

702,105

651,275
66,343
23,776
33,005

195,986

The Accompanying Notes Are An Integral Part Of These Financial Statements.
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WINDSOR CAPITAL ADVISORS LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2002

CASH FLOWS FROM OPERATING ACTIVITIES :
Net Income $ 434,298
Adjustments to Reconcile Net Loss to Net Cash

Provided by Operating Activities:

Depreciation and Amortization 33,005
Decrease in Receivable From Clearing Organization 452,174
Increase in Securities Owned (301,644)
Increase in Due to Clearing Broker " (21,700)
Increase in Other Assets (9,498)
Decrease in Accrued Expenses and Other Liabilities (215,644)
Increase in Securities Sold, But Not Yet Purchased 51,381
Total Adjustments (11,926)
Net Cash Provided By Operating Activities 422,372
CASH FLOW FROM INVESTING ACTIVITIES:
Cash Payments For the Purchase Of Fixed Assets -0-
Partnership Distributions : (370,000)
NET CASH USED BY INVESTING ACTIVITIES (370,000)
NET DECREASE IN CASH 52,372
CASH - BEGINNING- JANUARY 1, 2002 -0-
CASH - END - DECEMBER 31, 2002 $ 52,372

Supplemental Disclosures of Cash Flow Information:
Cash Paid During the Year For:
Income Tax $ -0-

Interest Expense $ -0-

The Accompanying Notes Are An Integral Part of These Financial Statements.
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WINDSOR CAPITAL ADVISORS LLC
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2002

BALANCE - JANUARY 1, 2002 $ 379,381
NET INCOME 434,298
DECREASES (370,000)
BALANCE -DECEMBER 31, 2002 § 443,679

The Accompanying Notes Are An Integral Part Of These Financial Statements.
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WINDSOR CAPITAL ADVISORS LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002

NOTE 1 - ORGANIZATION AND BUSINESS

Windsor Capital Advisors LLC (The “Company™) is a limited liability company
organized in the State of Delaware. The Company is a member in the National
Association of Securities Dealers (NASD) as a licensed broker/dealer and
commenced operations in July 1, 2000 when it acquired the business and all assets of
Windsor Capital Advisors Inc. in exchange for a 1% membership interest.

The Company is registered with the Securities and Exchange Commission as a
broker/dealer pursuant to the Securities Exchange Act of 1934.

The Company’s business includes making markets in certain publicly traded
securities whereby the Company realizes gains and losses from trading. In addition,
the Company earns commissions from the purchase and sale of securities on behalf
of customers as an introducing broker. All transactions related to publicly traded
equity and debt securities are cleared through other broker/dealers (the “Clearing
Brokers™) on a fully disclosed basis and, therefore, the Company is exempt from
SEC Rule 15¢3-3.

The Company also acts on behalf of customers in managing certain security offerings
and in the placement of corporate debt, bank loans and other debt instruments.

The Company had no liabilities subordinated to claim of creditors during the year
December 31, 2002.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Cash Equivalents - For purposes of the Statement of Cash Flows, the Company
considers all short term debt securities purchased with a maturity of three months
or less as well as money market funds to be cash equivalents.

b. Marketable Securities - The Company classifies its marketable equity and debt
securities as trading securities and, therefore, they are reported in the financial
statements at fair market value. As a result, the Company reports realized gains
and losses on securities bought and sold for its own account, and includes in
current earnings unrealized holding gains and losses on securities held as of the
financial statement date.
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c. Revenue Recognition - Commissions on trades executed on behalf of customers
related to securities traded on exchanges registered with the SEC or whose prices
are reported by the NASDAQ are recorded on a trade date basis as required by
generally accepted accounting principles. Commissions earned from other trading

-activities are recorded as transactions and are closed between buyers and sellers.

d.. Depreciation and Amortization - Equipment, fixtures and improvements are stated
at cost. Replacements, maintenance and repairs which do not improve or extend
the life of an asset are expensed. Equipment, fixtures and improvements are

depreciated using the straight-line method over estimated useful lives of five years.

Income Taxes

o

The Company has elected fo file a partnership income tax return. Accordingly, no
income tax expense or liability is recorded on the Company’s financial statements.

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

g. Significant Credit Risk and Estimates - The Company executes as agent, securities
transactions on behalf of its customers. If either the customer or a counter-party fail
to perform, the Company may sustain a loss if the market value of the security is
different from the contract value of the transaction. The Company as a non-clearing
broker does not handle any customer funds or securities.

The responsibility for processing customer activity rests with the Company’s
clearing firm, Correspondent Services Corporation. The Company is located in
New York and does business with customers throughout the United States.

NOTE 3 - RECEIVABLES AND PAYABLES TO BROKERS

The clearing and depository operations for the Company’s and customers’ securities
transactions are provided by the Clearing Brokers pursuant to a clearance agreement.

At December 31, 2002, the amount due from the Clearing Brokers represents cash
deposits maintained at the Clearing Broker and commission revenue earned as an
introducing broker for its customers, net of clearing expenses.
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NOTE 6 -

The amount payable to Clearing Brokers at December 31, 2002 represents clearing
charges and other fees in excess of commissions earned.

NOTE 4 - EXEMPTION FROM RULE 15C3-3

For Securities and Exchange Commission reporting purposes, computations for the
determination of the reserve requirements and information relating to the
possession of control requirements under Rule 15C3-3 are not applicable to the
Company since the Company carries no customers’ accounts.

NOTE 5 - COMMITMENTS AND CONTINGENCIES

The Company’s office facility is occupied pursuant to a noncancellable lease
expiring on January 31, 2005. Future minimum annual rental payments are as
follows:

2003 70,410
2004 72,980
2005 6,100
Total $ 149,490

The lease also provides for escalation in real estate taxes and other expenses.

During 2000 the Company became a defendant in a legal action brought by one of
its customers seeking an unspecified amount of monetary damages. The Company
believes the allegations lack merit and intends to defend the action vigorously.
Management is unable to predict the outcome of the proceedings and, consequently,
no provision for any liability resulting upon adjudication of this suit has been made
in these financial statements.

PENSION PLAN

In 2000 a money purchase and profit sharing pension plan, including a 401(k) plan,
were instituted by the Company to cover substantially all of the Company’s
employees. Contributions and costs are determined as 25 percent of each covered
employee’s salary. The Company’s share of the contribution amount to § 2,360 for
the year ended December 31, 2002.
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NOTE 7 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1), which requires that the Company maintain minimum net capital, as
defined, and aggregate indebtedness and debt-to-debt equity ratios. At December 31, 2002,
the Company was in compliance with these requirements, as set forth in the supplementary
information.
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WINDSOR CAPITAL ADVISORS LLC
SUPPLEMENTARY INFORMATION - COMPUTATION FOR
DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2002

The provisions of Rule 15¢3-3 are not applicable to the Company as of December 31, 2002 in
accordance with Rule 15¢3-3(k)(2)(11).
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KOSHERS & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

STEPHEN KOSHERS, C.P.A.
MITCHELL H. KOSHERS, C.P.A.

JOSEPH CIPOLLONE, C.P.A.
BRYAN KOSHERS, C.P.A.

INDEPENDENT AUDITOR’S REPORT ON SUPPLEMENTAL
INFORMATION REQUIRED BY RULE 17a-5 OF THE SECURITIES
AND EXCHANGE COMMISSION

Board of Directors and Members
Windsor Capital Advisors LLC
Garden City, New York

We have audited the accompanying financial statements of Windsor Capital Advisors LLC as of
and for the year ended December 31, 2002 and have issued our report thereon dated February 3,
2003. Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules 1 and 2 on the following
pages 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
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
respects in relation to the basic financial statements taken as a whole.

J( od/iem (093 Compang

Merrick, New York
February 3, 2003
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Schedule 1

WINDSOR CAPITAL ADVISORS LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢-3-1 OF
THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2002
NET CAPITAL:
Total Stockholder’s Equity 443,679

Deductions and/or charges:

Non Allowable Assets 106,162
Net capital before haircuts on securities positions _3- ;3-;:;17
Haircuts and undue concentration (97,199)
NET CAPITAL $ -2-;1-(;:;1-2-5
AGGREGATE INDEBTEDNESS

Accrued expenses and other liabilities $ 71,694
TOTAL AGGREGATE INDEBTEDNESS S_—7:ij6_9_41
Percentage of Aggregate Indebtedness to Net Capital M—;;_S—‘;;
MINIMUM NET CAPITAL REQUIREMENT $183,000
EXCESS OF NET CAPITAL OVER MINIMUM REQUIREMENT $_;7_,?§

There is no material difference between the net capital computed above and the net capital
included in the Company’s unaudited Form X-17A-5 as of December 31, 2002.
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KOSHERS & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

STEPHEN KOSHERS, C.P.A.
MITCHELL H. KOSHERS, C.P.A.

JOSEPH CIPOLLONE, C.P.A.
BRYAN KOSHERS, C.P.A.

INDEPENDENT AUDITORS’ REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED UNDER RULE 17A-5
OF THE SECURITIES AND EXCHANGE COMMISSION

To The Board of Directors of
Windsor Advisors LLC

In planning and performing our audit of the financial statements of Windsor Capital Advisors
LLC for the year ended December 31, 2002, we considered the internal control structure,
including procedures for safeguarding securities, in order to determine our auditing procedures
for the purpose of expressing our opinion on the basic financial statements and not to provide
assurance on the internal control structure.

We also made a study of the practices and procedures followed by the Company in making the
periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a) 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 of securities under
Section 8 of 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 customer securities.

The management of the Company is responsible for establishing and maintaining an internal
control structure and practice 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 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 Commission’s above mentioned objectives.

The objectives of an internal control structure are to provide management with reasonable, but
not absolute, assurance that assets are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management 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.
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Because of the inherent limitations in 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 the
structure to future periods is subject to the risk that proceeding may become inadequate because
of changes in conditions or that the effectiveness of their design and operation of policies and
procedures may deteriorate.

Our consideration of the internal control structure would not necessarily 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 reportable
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
functions. We noted no matters involving the internal control structure and its operations that we
consider to be material weaknesses as defined above except for:

The size of the business and resultant limited number of employees imposes practical
limitations on the effectiveness of those internal control structure procedures that
depend on the segregation of duties. Since this condition is inherent in the size of the
Company, the specific weaknesses are not described herein and no corrective action has
been taken or proposed by the Company.

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 no 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, 2002, to meet the SEC’s
objectives.

This report is intended solely for the use of management and the Securities and Exchange
Commission, the New York Stock Exchange and other regulatory agencies which rely on Rule
17a-5(g) under the Securities Exchange Act of 1934 and should not be used for any other

purpose.

j(mﬁiiw ( ,amp@n;g

Merrick, New York
February 3, 2003
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