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Informanon Required of Brokers and Dailers Pursuanic\to See on 17 of the
t Secunhes Exchange Act of 1934 and Ru]e 173-5 'Fh under‘ v

_,.FORM XATAS
- PARTIN

REPORT FOR THE PERIOD BEGINNING 1-1- 02 o AND ENDING __ 12-31-02
o ‘ MM/DD/YY L | MM/DD/YY

- AREGISTRANT IDENTIFICATION _
NAME OF BROKER DEALER R SR e

OFFICIAL USE ONLY

W.- C. Smlth & Co ,,Inc;

" FIRM ID. NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do not ‘use P 0. Box No )
23 Cleveland Street B )
(No.~md15ueet) .
Greenville ool _.S~o_\j't‘h1cgro'1'i_na- 29602

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

vWelton C. Smlth “ i e (B64) 23521222
Ny o § . - oL ' (ArgaCoq:—TdcphongNo)

B . B ACCOUVTANT IDENT[FICAT]ON :
INDEPENDENT PUBLIC ACCOUNTANT whose oplmon is com::uncd m lhlS chort‘

Byerley & Payne, CPA PA 43‘

" (Name — of individual, siaie lasi, firs1, middie name)

lllo West North Flrst Street ; o Seﬁece‘ L - Sout\h”Carolina‘ - 2967'8 3

+ (Address) L . ‘ S Gy co (Suate) o _ Zip Code)
" CHECK ONE:

u; Certified Public Accoumam
— Public Accountant \
D Accountant not rcs.dcm in Um[ed Statcs or anv of us posscssxons

FOR OFFICIAL USE ONLY

\\/ THOMSON -
'C/azm.s for exempuon from (he requlremem lhat lhe annual reporr be co vered by rh p;@of an mdependen! pub/lc accountant
must be supported by a statement of facts and circumstances relied on as. the basis fo h exempnon See section 240.17a- 5(e)(2)

) ‘SEC 1410'(3_91) ) pounnnl pctsons who are to. nspond to Ihr colhcnon of information -
- . - contained. in this form are not required to respond . unless lhr form displays
Al currrn!l_y valid ' CYYN.T . control number.




" OATH OR AFFIRMATION -

1, “MWelton C: Smlth swear (or afﬁxm) thax to the

best of my knowledge and behef the accompanymg ﬁnanc:a] statement and supportmg schedules pertaining to the firm of
. W. C. Smlth & Co Inc L

a.sof

December 31 o 2002 are true and correct. I further swear (or affirm) that neither the company

TOT any partner, propnetor pnnmpal ofﬁcer or dnrector has any propnetary interest in any aocoum classxﬁed soley as. that of
~a customer, except as follows : :

None

STt |

This report‘,' comams (chcck all apphcablc boxes)

o (a) Facmg page. . .

= (b) Statement of Fmanmal Condmon

e (c) Statemnent. of- Income (Loss). o ‘

s ) (d) Staternent of . . S Cash Flows . :

X (e) Statemnent of Changes in Stockholdcrs Equnv ot Partners’ or Sole Propnelor s Capltal

(D) Statement of Changes in’ anbthums Subordmztcd 10 Cleums of Crednors .

Z (g) Computation of Net Capital S

) Computauon for Dctcrmmauon of Reserve Reqmremcms Pursuanl to'Rule. 15c3- 3.

— 0 Information Relating to the Posscssxon or control chuxrcmcnts Under Rule 15¢3- 3 o

Z () A Reconciliation, including appropriate explanation, of the ‘Computation of Net ‘Capital Under Rule 15¢c3-1 and the

Computauon for Detérmination of thé Reserve Requirements- Under Exhibit A of Rule 15¢3-3.

— (k) A Reconciliation bclwccn the audncd ‘and upaudited Statcm:ms of Fmanc:a] Condmon with respcc'( 10 methods of con-
' solidation. © :
M An Oath or Affirmation.

(m) A copy of the SIPC Supplcmema] chon :
(n) A rcpon dcscnbmg any malcnal madequacxcs found 10 c)ust or found 10 have C)USlcd since thc date of the prckus audu

Ol || Hz:l

**For cond:non.c of conf denual lrearmen/ of certatn pomons of lhu f lmg _see section 240 17a- 5(e)(3)
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~ Tnde‘pende,nt Auditors’ Report.

: Board of Di"re_ctors
" W.C. Smith & Co., Inc,

: "We have audlted the. accompanymg statement of f1nanc1a1 condltron of W C. Smith' & Co., Inc. as of

December 31, 2002, and the related statements of income, ¢hariges in stockholder s equity, 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 Company’s management. Our responsibility

is to express an oprmon on these fmancral statements based on our audit:

We conducted our audrt in accordance W1th audltmg standards generally accepted in the Umted States of

America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial staternents are free of material rmsstatement " An audit includes exammmg, on a test
basis, evidence supporting the amounts and disclosures i in ‘the. financial statements. An audit also includes
assessing’ the accounting pr1nc1ples used and - srgmﬁcant estimates made by. management, as well as
evaluating the overall financial statement presentatron We beheve that our. audrt provides a reasonable .

basis. for our opmron

- In our ‘opinion the financial statements '"referred' to ‘above present fairly, in all material respects, the
‘. financial position of W. C. Smith & Co,, Inc at December 31, 2002, and the results of its operations and its

cash flows for the year then ended m confomnty w1th accountmg prlnmples generally accepted in the
Umted States of Ameuca -

-Our audit was conducted for the purpose of formrng an opinion on the basrc financial statements taken asa

whole. The information contained in Schedule. 1 is'presented for purposes of additional analysis and is not

- a required part of the basic f1nanc1al statements,. “but is supplementary information required by Rule 17a- 5 .

undet. the: Securities Exchange Act of .1934.  Such information has been subjected to the auditing
procedures apphed in the audit of the basic flnancml statements and, in our opinion, is farrly stated Jin all

mateual respects in relatron to the bas1c fmancral statements taken as a whole

5@9/9’; o

Byerley & Payne CPA PA

Seneca South Carolma

* January 14, 2003 -

_MARK A.PAYNE, CPA




, W C Smlth and Co Inc
Greenvﬂle, South Carolma
Statement of Fmancnal Condltlon

S _December _31 2002

- Assets.

Commissions’ Recelvabte : ‘ SRR T ' R e
Cash Dep051t w1th Clearmg Broker
Investments:

'Equlpment at; Cost Less Accumulated Deplecmtlon of $6 295

Other Assets :

"Total Assets . i " R - Cae LT S 3

' Liabilities and Stockholder's Equity - -

Llabllmes , _ ‘ o - '
Commissions Payable R PO SR - 3
Retirement Payable = S ‘ L ’ ‘
Payroll Wlthholdmgs and Taxes Payable

- Total Liabilities
Stockholder's Equity:
Common Stock, $1 Par Value _
" Authorized 100 000, Issued 1 OOO
Additional Paid In Cap1ta1
Retamed Eammgs

Total Stoékholdef?s Equity -

 Total Liabilities and Stockholder's Equity =~ .3

‘ The accompanymg notes are an mtegral part of these ﬁnanc1a1 statements
R . _2_ E

96,234
130,128
.. 15,000 .
10,300 - -

868

1,745

154,275,

| 81,056
. 44,853

321L

" 126,230

1,000

24,892

2,153
28.045

154,275




. . . - ) . - - v . - . . .

Revenues: . .
Commissions
Mrscellaneous
Interest

Total Revenues

. Expenses

Commissions and Wages

" Clearing Fees:

Retirement Expense

Licenses, Fees and Insurance .

Office Expense

. Telephone and Commumcatlons

‘Rent
' Payroll Taxes

" Research and Other Expense

Seminars and Education.

. Legal and Accounting
Travel and Meals. N

. Dues and Subscrlptlons S
Contracted Serv1ces -
Depreeratlon
Mlseellaneous .

- Total Expenses L

Net Income (Loss)

- The accompanyrng notes are an integral part of these ﬁnanc1al statements.

W C Smlth and Co Inc
Greenvnlle South Carolma
Statement of Income t

For the Year Ended Deeember 31 2002 =

3-

S

$ 1,480,753
44,782
4,33

1,529,768

- 1,243,060
114,782 .
44,853
59,133
6,628

5,780,

112,600
12,638
1,308
1,026
18,248 .
3,332
4,632
778

. 289
4,782

1,523,869

8. 5809




W C Smlth and Co Inc
. Greenvnlle, South Carolma
Statement of Changes in Stockholder's Equlty
“For the Year Ended December 31, 2002

Shares ' -

Additibnal '

Corimon'Stock’ .+ PaidIn Retained
Amount Capltal -~ Earnings

‘Total

" Stockholder's -

Equity

Balance at Begmmng of Perlod T S 1,.0'00"
. Issuance of Common Stock o T o
 Additional Paid In Capltal SRR . s
Net Income (Loss). R
";D1sn1b‘u_t10ns Co oL ERE

'.:[’\»$*‘1‘,OQO. $ 24892 % (1,539)

S e 5899

$

24,353

5899

(2,207),

T 207

3

28,045

‘Balance at End of Period- '~ * . 1,000

U8 1,000 8 24892 0 2,153

The accompanymg notes are an. mtegral part of these ﬁnanc1al statements.

4




Cash atBeginning of Period - * . © - v o7 g6

W C Smlth and Co Inc..

Greenvnlle, South Carolma

~ Statement of Cash Flows :
For the Year Ended December 31 2002 R

(

Cash Flows from Operatmg Actmtles

‘Netlncome (Loss) - . . ..~ o o e .. 8 5899

Adjustments to Reconcile Net Income to RN Lo LT

Net Cash Pr0v1ded (Used) by Operatmg Actlvmes s T C
Deprec1at10n s oL e S8 289

»'»ilncrease in Commissions Recelvable S e T (1,689)
Increasein Other Assets ~ . .~ .. o, o (1,474)
Increase in Commissions Payable -~ ~ . S 24,601

- Decrease in Payroll Withholdings and Taxes Payable " R S ¢ 140)
‘Increase m Retirement Payable R C T _‘ ) : © 24319 .

'TotalAdjustments. ‘ | S R R o B _ - .j T 45,906
Net Cash Provided (Used) by Operating Activities .~ = = . . 51,805 -
Cash Flows from Investing Activitie#: U o _
_Purchase of Equipment S L e

. Net Cash Previded (Used) by Investing-Ac‘tivit‘iesA o o L R ‘

_ Cash Flows From Fmancmg Actlvmes

Payment ofDlstrlbutlons R o : ,"vf - o o (2,‘207) »

Net Cash Provided (Used) by Financing Activities - S L 2201

" Increasein Cash - S e S o - _".49,598

T

CashatEndofPeried . Lo $ 96,234

The accompanymg notes are an mtegral part of these ﬁnanmal statments.
-5- :
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. 'Note‘2’ - S1gmﬂcant Accountrng Policies:

W, C. Smlth and Co Inc
Greenvnlle, South Carolma
“ Notes to Fmancral Statements
.~ December 31, 2002

Note 1 - Org"a‘nizati‘on and iNatur.e 'of ‘B‘us'inéss:vc

The Company isa broker dealer regrstered w1th the’ Secu11t1es and Exchange Commission and isa member

" of the National Association of Securities Dealers Inc. It was formed under the laws of South Carolina.
The Company clears all trades through a clearmg broker and no customer accounts are carried onits books. . .

" Basis of Accountmg

. The Company -uses 'the . dcerual basrs of accountmg Commlssmns and related clearmg expenses are
recorded on a. frade. date bas1s All other materral 1evenue and expense . is recorded when earned or .. T
1ncuned : : : : C

Investments

Investments in debt-and equrty securrtres wrth readlly ava1lable market Values are recorded at market value.
Securltres that do not have readrly avarlable market prrces are camed at cost

' Deprecratron _ - A . B
,Deprec1atlon is prov1ded on a strarght line basrs us1ng an estrmated useful llfe of five years Deprecratron

expense for 2002 totaled $289

The Company has elected to have the earnings taxed ‘under Sectron 1362 of the Internal Revenue Code and

similar provisions of South ‘Carolina: law- which provide that“in lieu of corporate income taxes the

‘ 'stockholder is taxed on his proportronate share of the Company 8 earmngs

' Statement of Cash Flows R
For purposes- of ‘the statement of cash flows, the Company has defined cash equlvalents as hlghly liquid
" investments, with original matu11t1es of less than nrnety days, that are not held for ‘'sale in the ordmary

course ofbusmess

Use of Estlmates ‘ - .
The preparation’ of fmancral statements in conformrty wrth generally accepted accounting prmcrples

Tequires management to make estimates and assumptions that affect the reported amounts of assets and

: 11ab111t1es and disclosire of contrngent assets ; and liabilities at the date of the financial statements and the
. reported ‘amounts of revenues and expenses durrng the' reportrng perrod Actual results could differ from
’ those estimates. N , -

. Note 3- Deposrt Wlth Clearmg Orgamzatlon

The contract with the clearrng agent requrres the Company to mamtam a-clearing dep051t of §15, OOO Wlth g
the clearmg agent. At year end the Company was m comphance w1th thrs provrsron

Note 4 Concentratrons of Credlt Rlsk

" Commissions receivable are due from the Company’s clearing agent and various mutual funds.




W C. Smlth and Co., Inc
Greenvnlle, South Carolma
~ Notes to Financial Statements
" December 31,2002 .

- Note 5 Investments : v - v ,
' ‘The Company partrclpated ina prrvate placement offerrng by the NASDAQ Stock Market Inc. A total of

800 warrants were purchased at a cost of $10,300. 'Each warrant will entitle the Company to purchase 4
shares- of the NASDAQ Stock Market, Inc. ata predetermmed price begmnrng June 28, 2002.- At year end

-the warrants had.no readlly avallable market price and therefore are recorded at cost.

Note 6 - Net Capltal Requnrements-

.o

: ‘The Company is subject to-the Securrtles and Exchange Commrssron Umform Net Capltal Rule (SECRule .
~'15¢3-1), which requires “the maintenance of minimum net capital and requires that the ratio of aggregate -

mdebtedness to net capital, both as defined, shall not exceed 15 to 1: ‘Equity capital cannot be withdrawn

" through company stock repuiehases dividends, and unsecured loans to the stockholder if such withdrawals -
- would reduce net capital below 120%. of the minimum net capital requirement. At December 31, 2002, the
- Company had net capital of $15,132, Wl’llCl’l was $6 7174 in excess of its requrred net capital of $8 415. The
: Company s net caprtal ratro was 8.34 to 1. -

' Note 7- Operatmg Lease

The Company leases office space on a month-to month basrs The'monthly lease cost is $1,050. Rent
expense totaled 312,600 in 2002 o .

' NoteS—RetlrementPlan: ‘ ’b SR I T .

The Cornpany has” estabhshed a Srrnphﬁed Ernployee Pens1on Plan All employees who are twenty-one-

-years- -old; who have $450 in wages, and who have. worked three years. for the Cornpany are el1g1ble to

partlcrpate Retirement expense totaled $52 169 in 2002.

r




‘ Deductxons:

) W C. Smlth and Co Inc _
Computatlon of Net Capital Under Rule
- 115c3 -Tof The Securltles and. Exchange Commlsswn
- ' December 31, 2002

Net Capital
Total, Stockholdel s Equlry

* Nonallowable Assets |

: Net'Capitél .

’ Aggregate Indebtedness ‘ .
- Items Included in Statement of Fmanc1a1 Condltlon f U

Payroll Wlthholdmgs and Taxes Payable ‘
Commissions Payable ' :
Retirement Payable

- Total Aggfegéte Indébtedness'

Computatibn of Basic Net Ccpital .Requi.remen.t. o
" Minimum Net Capital Required '

Excess Net Capital at 1,500 Percent

. Excess Net Capital at 1',000~P‘ercen‘t“ ‘

| Ratio: Aggl‘egnte In‘debtedness to Net Capitél ‘_ :

Net Capital as Reported in Company s
_PartII Focus Report = - : .
Ad]ustments.

‘None -

- Net Capital Per Above

See accountants' audit report..
s e

ot

Reconc111at10n of Company s Computatlon of Net Capxtal:‘; :

o2

' 'Sc_‘he(‘iule 1~'
$ 28045
L (12,913)
$ 15,132
$ 321
81,056
44853
_$ 126,230,
s 4ls
o 6,717
8 2,509
834101
$ 15132
$ 15132
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Report on Internal Control Structure Requnred by Sec Rule 17a- 5'
For a Broker—Dealer Clalmmg an Exemptlon from Sec Rule 15¢3-3, a

Board o.leirectors N
W. C. Smith & Co., Inc. _

¢

In planning and performrng our audrt of the fmancral statements and supplemental schedules of W. C.

Smith & Co., Inc. for the year ended: December 31,2002, we considered its internal control, 1ncludmg
control activities for safeguarding securities, in order to determine our aud1t1ng procedures for the purpose .
of expressing our opmlon on the consolldated ﬁnancral statements and not to prov1de assurance on mternal
control ‘ : : .

_Also, as 1equ1red 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 Company including tests of such practices and

s procedures that we considered relevant to the Ob_]eCtIVES stated in Rule 17a-5(g) in making the periodic
"computations- of aggregate indebtedness (or aggregate debits) and net capxtal under Rule 17a-3(a)(11) and
for determining compliance-with the exemptive' provisions of Rule 15¢3-3. Because the Company does not

. carry securities accourits for customers or perform custodial functions relatmg to customer securities, we‘
did not review the practices’ and procedures followed by the. Company in any of the fol]owmg

1. Makmg quarterly securmes exammanons counts venﬁcanons and comparlsons
2. Recordatlon of d1ffelences requned by Rulel?a 13

3. Complymg w1th the requrrements for prompt payment for securltres under Section 8 of Federal . '
S .Reserve Regulatlon Tof the Board of Governors of the Federal Reserve System. -

~ The management of the Company is respon51ble for establlshlng and mamta]mng 1nternal control and the
plactlces and procedures referred to in the precedmg paragraph. In fulfilling this responsrbrlrty, estimates -’
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices -and procedures refened to in. the preceding paragraph’ and to- assess whether those
practices and procedures can be eéxpected to achieve the: SEC’s above-mentioned objectives. . Two of the’

" objectives of intérnal control 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 drsposmon and transactions are executed in accordance with management’s
authorization and recorded properly to- -permit the preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-5(g) hsts additional objectxves of the practices and
-procedures llsted in the precedmg paragraph '

.




Because of inherent llmltatlons in 1ntemal control or the practrces and plocedures referred to above error

. or fraud may occur and not be’ “détected: . Also proJectron 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.
effectrveness of therr desrgn and operatron may deterlorate

Our consideration of 1nternal contlol would not necessarlly drsclose all matters in mternal control that

might be miaterial weaknesses inder standards established by the Amerlcan Institute of Certified Public
Accountants. ‘A material weakness is a' condrtlon in which the design or operation on the specific internal
control components does not reduce to a relatrvely low lével the risk. that error or fraud in amounts that

" would be material in relation. to, the financial statements bemg 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 act1v1t1es for safeguardrng o

securrtres that we con51der to be materlal weaknesses as’ deﬁned above

We- understand that _practices and procedures that accomphsh the objectwes referred to in the second

* paragraph of this report are consrdered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulatlons and that practices and procedures that do not

" accomplish such objectives in ‘all material respects 1nd1cate a material - madequacy for such purposes.
' .Based on this understanding and.on our ‘study, ‘we bel1eve that the Company s practrces and procedures '

were adequate at, December 31, 2002 to meet the SEC $ ob_]ectrves

o Thrs report is’ 1ntended solely for the 1nformat1on and use of the Board of Drrectors management the SEC,

and other. regulatory agencies that rely on Rule’ 17a -5(g) under the Secuutles 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 specrﬁed partles s - : ‘

[N
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Byerley&Payne CPA PA 4
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