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OATH OR AFFIRMATION

JAMES L. VINING , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

VINING SPARKS IBG, L. P. s

of

DECEMBER 31 ,20 92 are true and correct. 1 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: ’

L. ; ’ . \ 1}
L E % % Signature

PRESIDENT AND C. E. O.
Title

), - // : My Commission Expires 7/29/2003

) Notary Public

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

(j) 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) A reportdescribing 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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Morgan Keegan Tower, Suite 900
Fifty North Front Street
Memphis, TN 38103

Independent Auditors’ Report

The Partners
Vining-Sparks IBG, Limited Partnership:

We have audited the accompanying statement of financial condition of Vining-Sparks IBG, Limited Partnership
as of December 31, 2002, and the related statements of income, changes in partners’ capital, and cash flows for
the year then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These
financial statements are the responsibility of the Partnership’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 Vining-Sparks IBG, Limited Partnership 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 conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules 1, 2 and 3 is presented for purposes of additional analysis and is
not a required part of the basic financial statements, but is supplementary information required by Rule 17a-5
under the Securities Exchange Act of 1934 and Regulation 1.16 under the Commodity Exchange Act. 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.

KPre LP

February 21, 2003

... l KPMG LLP KPMG LLP a U.S. limited liability partnership, is
a member of KPMG International, a Swiss association



VINING-SPARKS IBG, LIMITED PARTNERSHIP
Statement of Financial Condition

December 31, 2002

Assets

Cash, including $4,871,501 segregated under federal regulations (note 2)
Securities purchased under agreements to resell

Customers receivables

Brokers and dealers receivables (note 3)

Securities owned, at fair value (notes 4 and 5):
U.S. government and agencies
Collateralized mortgage obligations
State and municipal
Stocks and warrants

Total securities owned

Furniture, fixtures and equipment, at cost, net of
accumulated depreciation and amortization of $6,457,041

Other receivables

Other assets

Liabilities and Partners’ Capital

Liabilities:

Payable to clearing agent and brokers and dealers (note 4)

Securities sold under agreements to repurchase (note 5)

Payable to customers

Securities sold, not yet purchased, at fair value

Accounts payable and accrued expenses

Accrued distributions to partners (note 6)

Total liabilities

Partners’ capital (notes 6 and 8):
Vining-Sparks Securities, Inc.
Vining-Sparks Fund, L.P.
Vining-Sparks & Associates, L.P.
PFIC Securities, Inc.

Total partners’ capital
Commitments and contingencies (notes 9 and 10)

Total liabilities and partners’ capital

See accompanying notes to financial statements.

7,209,102
140,098,819
18,194,487
6,067,166

105,679,337
29,050,158
752,731
7,485

135,489,711

3,141,516
1,831,834
873,530

312,906,165

94,745,752
34,788,000
243,483
120,986,288
20,065,072
2,073,771

272,902,366

358,304
17,133,271
10,994,092
11,518,132

40,003,799

312,906,165




VINING-SPARKS IBG, LIMITED PARTNERSHIP
Statement of Income

Year ended December 31, 2002

Revenues:
- Commissions and trading gains
Interest and dividends
Other

Total revenues

Expenses:
Employee compensation and benefits
Communications
Occupancy and equipment rental (note 9)
Interest
Brokerage and clearance costs
Travel and entertainment
Other

Total expenses

Net income

See accompanying notes to financial statements.

$ 127,907,381
8,760,601
1,122,978

137,790,960

91,817,821
4,770,405
3,829,126
5,817,192
1,385,495
1,859,636
7,640,860

117,120,535

$ 20,670,425
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VINING-SPARKS IBG, LIMITED PARTNERSHIP
Statement of Cash Flows

Year ended December 31, 2002

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation and amortization
Gain on the sale of furniture, fixtures and equipment
Changes in assets and liabilities:
Decrease in securities owned, net
Increase in securities purchased under agreements to resell, net
Decrease in other receivables
Decrease in other assets
Decrease in receivable from clearing agent and brokers and dealers, net
Increase in receivable from customers, net
Decrease in securities sold under agreements to repurchase, net
Decrease in accounts payable and accrued expenses

Net cash provided by operating activities

Cash flows from investing activities:
Proceeds from sale of furniture, fixtures and equipment
Purchase of furniture, fixtures and equipment

Net cash used in investing activities

Cash flows from financing activities — distributions paid to partners
Net decrease in cash

Cash at beginning of year

Cash at end of year

Supplemental disclosure — interest paid

See accompanying notes to financial statements.

$

$
$

20,670,425

1,104,427
(14,639)

178,615,680
(140,098,819)
1,361,234
5,580
11,560,549
(8,332,847)
(45,747,139)
(918,206)

18,206,245

34,622
(922,259)

(887,637)

(17,614,343)

(295,735)
7,504,837

7,209,102

5,910,558
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VINING-SPARKS IBG, LIMITED PARTNERSHIP
Notes to Financial Statements

December 31, 2002

Summary of Significant Accounting Policies

(a)

(®)

)

(d)

(e)

Organization

Vining-Sparks IBG, Limited Partnership (the Partnership) primarily acts as a U.S. government and
municipal securities broker-dealer. In the United States of America, the Partnership is registered with
the Securities and Exchange Commission (SEC), the National Association of Securities Dealers, Inc.
(NASD), the Municipal Securities Rulemaking Board (MSRB), the National Futures Association
(NFA), and the Commodities Futures Trading Commission (CFTC). The Partnership is also
registered in Europe with the Financial Services Authority (FSA) of the United Kingdom, and with
regulatory agencies in Canada.

Co-Venturers

At December 31, 2002, the partners are Vining-Sparks Securities, Inc. (VSSI), as a 1 percent general
partner, Vining-Sparks Fund, L.P., as a 47.2 percent limited partner, PFIC Securities, Inc., a
subsidiary of Union Planters Corporation, as a 27.4 percent limited partner, and Vining-Sparks &
Associates, L.P., as a 24.4 percent limited partner.

Securities Transactions

Securities transactions and related trading gains or losses are recorded on a settlement date basis, -
which does not differ materially from trade date basis.

Securities

Securities owned by the Partnership are stated at fair value, and unrealized gains and losses are
reflected in other revenues. Securities owned and securities sold, not yet purchased are valued at
market value using quoted market prices as determined through third party pricing services.
Securities not readily marketable are valued at fair values as determined by management.

Resale and Repurchase Agreements and Securities Lending Agreements

Transactions involving purchases of securities under agreements to resell (reverse repurchase
agreements or reverse repos) or sales of securities under agreements to repurchase (repurchase
agreements or repos) are accounted for as collateralized financings except where the Partnership
does not have an agreement to sell (or purchase) the same or substantially the same securities before
maturity at a fixed or determinable price. It is the policy of the Partnership to obtain possession of
collateral with a market value equal to or in excess of the principal amount loaned under resale
agreements. Collateral is valued daily, and the Partnership may require counterparties to deposit
additional collateral or return collateral pledged when appropriate.

Depreciation and Amortization

Depreciation and amortization are provided on a straight-line basis over the estimated useful lives of
the assets (three to five years) or the life of the lease, whichever is less.

6 (Continued)
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VINING-SPARKS IBG, LIMITED PARTNERSHIP
Notes to Financial Statements
December 31, 2002

Other Assets

An immaterial investment in an unconsolidated affiliated company, recorded on the equity method,
is included in other assets.

Income Taxes

No provision for income taxes has been made because the Partnership is required to allocate income
and expenses to the partners for inclusion in their respective Federal and State tax returns.

Statement of Changes in Subordinated Liabilities

The financial statements do not include a statement of changes in liabilities subordinated to the
claims of general creditors as required under Rule 17a-5 of the Securities and Exchange
Commission, and Commodity Futures Trading Commission (CFTC) Regulation 1.16(c)(5), since no
such liabilities existed at December 31, 2002 or at any time during the year then ended.

Derivative Financial Instruments

The Partnership has entered into brokered interest rate swap agreements to assist customers in
reducing exposure to market risks from changing interest rates. The Partnership has also entered into

interest rate swap agreements with other counterparties whose terms are identical to the brokered
customer interest rate swap agreements.

Fair Value of Financial Instruments

Substantially all of the Partnership’s financial instruments are carried at fair value.

Management 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 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
reporting period. Actual results could differ from those estimates.

Cash and Securities Segregated Under Federal Regulations

The Partnership maintains special reserve bank accounts for the benefit of customers under Rule 15¢3-3 of
the Securities and Exchange Commission. As of December 31, 2002, restricted cash of $4,871,501 has
been segregated into this account.

Brokers and Dealers Receivables

The receivable from brokers and dealers is comprised of the following at December 31, 2002:

Securities failed to deliver $ 5,983,383
Other 83,783
$ 6,067,166

7 (Continued)
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VINING-SPARKS IBG, LIMITED PARTNERSHIP
Notes to Financial Statements
December 31, 2002

Payable to Clearing Agent and Brokers and Dealers

The payable to clearing agent and broker/dealers is comprised of the following at December 31, 2002:

Securities failed to receive $ 23,690,501
Open transactions due to clearing organization 71,029,945
Other 25,306

$ 94,745,752

The payable to clearing agent, for which the Partnership incurs interest, is collateralized by securities

owned either by the Partnership or held for the account of customers and other broker/dealers for which the
Partnership has yet to be paid.

Securities Sold Under Agreements to Repurchase

The Partnership enters into sales of securities under agreements to repurchase, with the obligation to
repurchase the securities sold reflected as a liability on the statement of financial condition. Securities with
a fair value totaling $34,724,245 were sold under agreements to repurchase at $34,788,000.

Partner Transactions

Under the terms of the partnership agreement, a minimum of 35 percent of the Partnership’s taxable net
income, as defined, is to be distributed to the Partners based on their respective percentage interests in the
Partnership. During 2002, the amount of distributions paid to the Partners was $17,614,343 which includes
$1,983,607 in distributions accrued at December 31, 2001. On December 31, 2002, the Partnership
declared additional distributions of $2,073,771 to be paid subsequent to year end. These amounts were paid
on January 17, 2003.

Agreements with Other Broker Dealers
ICBA Securities Corporation

The Partnership has an agreement with ICBA Securities Corporation wherein the Partnership agrees
to act as clearing broker and manage the sales and back office functions for ICBA Securities
Corporation. Under terms of the agreement, all expenses related to such activities, including
management of the related accounts, are borne by the Partnership. During 2002 the Partnership paid
such expenses and received commissions from business generated from this relationship.

MemphisFirst Bank

The Partnership has an agreement with MemphisFirst Bank (Bank) wherein the Bank is principal in
securities transactions conducted by its bond dealer division and the Partnership agrees to guarantee
the Bank’s performance of said transactions and supports the securities management and back office
functions for the Bank. Under terms of the agreement, all expenses related to such activities,
including management of the related accounts, are borne by the Partnership. During 2002, the
Partnership paid such expenses and received revenue from business generated from this relationship.
The Partnership’s guaranty of the Bank’s performance specifically excludes any transactions in
which the Bank acts in the capacity of a securities underwriter.

8 (Continued)
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VINING-SPARKS IBG, LIMITED PARTNERSHIP

Notes to Financial Statements

December 31, 2002

Net Capital Requirements

The Partnership is subject to the Securities and Exchange Commission Uniform Net Capital Rule which
requires the maintenance of minimum net capital. The Partnership has elected to use the alternative method
which requires the Partnership to maintain minimum net capital, as defined, equal to the greater of
$250,000 or 2 percent of aggregate debit balances, arising from customer transactions, as defined. At
December 31, 2002, the Partnership had net capital of $17,919,466, which was $17,553,133 in excess of

required net capital.

At December 31, 2002, the Partnership was obligated under non-cancelable operating leases for
office space with remaining terms in excess of one year. Estimated future annual commitments are as

$

1,841,706
1,797,669
1,371,178
1,267,056
1,095,470
3,025,103

10,398,182

The Partnership incurred rent expense of approximately $1,963,000 for the year ended December 31,

Commitments and Contingencies
Leases
listed below:
Year ending December 31,
2003 | $
2004
2005
2006
2007
Thereafter
2002.
Litigation

In the normal course of business, the Partnership is subject to claims and litigation. Management of
the Partnership believes that such matters will not have a material adverse effect on the Partnership’s
results of operations, liquidity or financial condition. Prior to 2002 the Partnership had outstanding

customer litigation, which was settled during 2002.

{Continued)
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VINING-SPARKS IBG, LIMITED PARTNERSHIP
Notes to Financial Statements

December 31, 2002

Guaranty

As discussed in note 7, the Partnership guarantees performance of securities transactions initiated by
MemphisFirst Bank (Bank). The Partnership’s guaranty of the Bank’s performance specifically
excludes any transactions in which the Bank acts in the capacity of a security underwriter. In the
event the Bank does not fully satisfy its obligations related to the purchase and sale of securities
through its normal course of business, the Partnership is required to fulfill such obligations. The
terms of the guarantee provide for no limitation to the maximum potential future payments under the
guarantee. The amount of maximum potential future payments under such guaranty cannot be

estimated, as it is dependent upon the frequency and degree of nonperformance of securities
transactions of the Bank.

(10) Financial Instruments with Off-Balance-Sheet Risk

The Partnership enters into various transactions involving derivatives and other off-balance-sheet
financial instruments. These financial instruments include mortgage-backed to-be-announced
securities (TBAs), securities purchased and sold on a when-issued basis (when-issued securities) and
interest rate swaps. These financial instruments are used to meet the needs of customers, conduct
trading activities, and manage market risks and are, therefore, subject to varying degrees of market

and credit risk. Derivative transactions are entered into for trading purposes or to hedge other
positions or transactions.

TBAs and when-issued securities provide for the delayed delivery of the underlying instrument.
Management does not anticipate that losses, if any, as a result of credit or market risk would
materially affect the Partnership’s financial position due in part of the short-term nature of the
commitments. The extent of Partnership’s involvement in TBA and when-issued financial
instruments with off-balance sheet risk as of December 31, 2002 was a commitment to purchase of
$2,162,879,594 and a commitment to sell of $2,056,096,457.

Interest rate swaps involve the exchange of payments based on fixed or floating rates applied to
notional amounts. The contractual or notional amounts related to these financial instruments reflect
the volume and activity and do not reflect the amounts at risk. The Partnership brokers interest rate
swap arrangements for customers. The Partnership enters into interest rate swap agreements, with
other counterparties, whose terms are identical to the brokered customer interest rate swap
agreements. At December 31, 2002, the gross contractual or notional amounts of interest rate swaps
(with both the customer and counterparty) was $5,000,000 with a weighted average maturity of
approximately 4.72 years. The weighted average fixed rate on the customer arrangements at

December 31, 2002 was 5%. The counter-party arrangements have variable interest payments based
upon LIBOR.

10 (Continued)
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VINING-SPARKS IBG, LIMITED PARTNERSHIP
Notes to Financial Statements
December 31, 2002

In the normal course of business, the Partnership’s customer activities involve the execution, settlement,
and financing of various customer securities transactions. These activities may expose the Partnership to
off-balance-sheet risk in the event the customer or other broker is unable to fulfill its contracted obligations
and the Partnership has to purchase or sell the financial instrument underlying the contract at a loss.

Employee Benefits

The Partnership has a 401k plan (the Plan) which covers substantially all employees. The Plan provides for
contributions for all employees who have been employed by the Partnership for a minimum of one year.
The Partnership contribution is equal to 50% of certain employee contributions up to 6% of employee’s
salary. Contributions to the Plan were approximately $101,000 during 2002.

11
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VINING-SPARKS IBG, LIMITED PARTNERSHIP

Schedule 1

Computation of Net Capital Uhder Rule 15¢3-1 of the Securities Act of 1934

December 31, 2002

Total partners' capital

Deductions:
Total nonallowable assets
Other

Net capital before haircuts on securities positions

Haircuts on securities positions:
Contractual commitments

Trading and investment securities:
U.S. Government and agency obligations
State and municipal government obligations
Corporate obligations
Stocks and warrants

Net capital
Computation of Alternate Net Capital Requirement
Aggregate debit items pursuant to Rule 15¢3-3
2% of combined aggregate debit items
Minimum dollar net capital requirement
Net capital requirement
Excess net capital
Percentage of net capital to aggregate debits
Net capital in excess of 5% of aggregate debits items or $120,000
Statement Pursuant to Paragraph (d)(4) of Rule 17a5

& A B 4 B

40,003,799

4,628,462
124,542

4,753,004

35,250,795

10,159,882

5,400,070
48,928
1,721,326
1,123

17,331,329

17,919,466

18,316,664

366,333

250,000

366,333

17,553,133

98%

17,003,632

There are no material differences between this computation and the corresponding computation prepared by
Vining-Sparks IBG, Limited Partnership and included in the Partnership’s unaudited Part  FOCUS Report
as of December 31, 2002, filed by the Partnership on January 22, 2003, and amended on February 21, 2003.

See accompanying independent auditors' report.

13



, - =

. A 0 \ a
A g W) TN aE Iy A .

VINING-SPARKS IBG, LIMITED PARTNERSHIP

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities Act of 1934

December 31, 2002

Credit balances:
Free credit balances and other credit balances in customers’ security accounts
Monies borrowed collateralized by securities carried for the accounts
of customers

Customers' securities failed to receive
Other

Total credit items

Debit balances:
Debit balances in customers' accounts excluding unsecured accounts
Customers' securities failed to deliver

Aggregate debit items
Less 3% of aggregate debit items
Total debit items

Reserve computation:
Excess of total credits over total debits

Amount held on deposit "for exclusive benefit of customers” at
December 31, 2002

Statement Pursuant to Paragraph (d)(4) of Rule 17a-5

o

R4

Schedule 2

237,858

1,669,187
17,524,073
409,943

19,841,061

18,160,402
156,262

18,316,664
549,499

17,767,165

2,073,896

4,871,501

There are no material differences between this computation of the reserve requirement and the corresponding
computation prepared by Vining-Sparks IBG, Limited Partnership and included in the Partnership's unaudited
Part I FOCUS Report as of December 31, 2002, filed by the Partnership on January 22, 2003, and amended

on February 21, 2003.

See accompanying independent auditors' report.

14
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VINING-SPARKS IBG, LIMITED PARTNERSHIP

Information Relating to Possession or Control Requirements
Under Rule 15¢3-3 of the Securities Act of 1934

December 31, 2002

1. Customers' fully paid securities and excess margin securities not in the respondent's
possession or control as of the report date (for which instructions to reduce to
possession or control had been issued as of the report date) but for which the

required action was not taken by respondent within the time frames specified under
Rule 15¢3-3

A. Number of Items

2. Customers' fully paid securities and excess margin securities for which

instructions to reduce to possession or control had not been issued as of the report
date, excluding items arising from "temporary lags which result from normal
business operations” as permitted under Rule 15¢3-3

A. Number of Items

3. The system and procedures utilized in complying with the requirement to maintain

physical possession or control of customers' fully paid and excess margin

securities have been tested and are functioning in a manner adequate to fulfill the
requirements of Rule 15¢3-3

15

Schedule 3
$ 0
0
$ 0
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Morgan Keegan Tower, Suite 900
Fifty North Front Street
Memphis, TN 38103

INDEPENDENT AUDITORS’ REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY
SEC RULE 17a-5

The Partners
Vining-Sparks IBG, Limited Partnership:

In planning and performing our audit of the financial statements of Vining-Sparks IBG, Limited Partnership (the
Partnership), for the year ended December 31, 2002, we considered its internal control, including control
activities for safeguarding securities, in order to determine our auditing procedures for the purpose of expressing
our opinion on the consolidated financial statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have made a study of
the practices and procedures followed by the Partnership including tests of such practices and procedures that we
considered relevant to the objectives stated in Rule 17a-5(g) the following:

1. Making the periodic computations of aggregate debits and net capital under Rule 17a3(a)(11) and the
reserve required by Rule 15¢3-3(e) of the SEC,

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

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System,

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

The management of the Partnership is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of controls and of the
practices and procedures referred to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Partnership has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's authorization and recorded
properly to permit the preparation of financial statements in accordance with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.
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Because of 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 them to future periods is subject to the
risk that they may become inadequate because of changes in conditions or that the effectiveness of their design
and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that might be
material weaknesses under standards established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of the specific internal control components
does not reduce to a relatively low level the risk that error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. However, we noted no matters involving internal

control, including control activities for safeguarding securities that we consider to be material weaknesses as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph
of this report are considered by the SEC to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that practices and procedures that do not accomplish such
objectives in all material respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Partnership’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 the Partners, management, the Securities and Exchange Commission,
and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers, and is not intended to be and should not be used by anyone other
than these specified parties.

KPMe P

February 21, 2003
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Morgan Keegan Tower, Suite 900
Fifty North Front Street
Memphis, TN 38103

INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING
CONTROL REQUIRED BY REGULATION 1.16
OF THE COMMODITY FUTURES TRADING COMMISSION

Board of Directors
Vining-Sparks IBG, Limited Partnership:

In planning and performing our audit of the financial statements of Vining-Sparks IBG, Limited Partnership (the
Partnership) for the year ended December 31; 2002, we considered its internal control, including control
activities for safeguarding customer and firm assets, in order to determine our auditing procedures for the
purpose of expressing our opinion on the consolidated financial statements and not to provide assurance on
internal control. Also, as required by Regulation 1.16 of the Commodity Futures Trading Commission (CFTC),
we have made a study of the practices and procedures followed by the Partnership including tests of such

practices and procedures that we considered relevant to the objectives stated in Regulation 1.16 in making the
following:

1. The periodic computations of minimum financial requirements pursuant to Regulation 1.17

2. The daily computations of the segregation requirements of section 4d(2) of the Commodity Exchange
Act and the regulations thereunder, and the segregation of funds based on such computations

The daily computations of the foreign futures and foreign options secured amount requirements pursuant to

Regulation 30.7 of the CFTC were not reviewed since no such transactions were made by the Partnership during
2002.

The management of the Partnership is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of controls 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 CFTC's above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Partnership 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 preparation of financial statements in accordance with generally accepted accounting
principles. Regulation 1.16 lists additional objectives of the practices and procedures listed in the preceding
paragraph.
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Because of 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 them to future periods is subject to the
risk that they may become inadequate because of changes in conditions or that the effectiveness of their design
and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that might be
material weaknesses under standards established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of one or more of the specific internal control
components does not reduce to a relatively low level the risk that error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we noted no matters
involving internal control, including procedures for safeguarding customer and firm assets, that we consider to be
material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph
of this report are considered by the CFTC to be adequate for its purposes.in accordance with the Commodity
Exchange Act and related regulations, and that practices and procedures that do not accomplish such objectives
in all material respects indicate a material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Partnership's practices and procedures were adequate at December 31, 2002, to meet
the CFTC's objectives.

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

KPMe LEP

February 21, 2003
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