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' OATHORAFFIRMATION

RN

A Wllllam Marshall A JhpAmn o et et swear (or affirm) thal to the brst of
+; my knowledge and behef the accompanymg ﬁnancnal statement and supportmg schedules pertaxmng to the firm of "
v Fqutjlnqt—rm Securities Tﬂ"b : o L - K s as
of December 31 I 1,200 02 ; are true and correct. 1 further swear (or affirm) that o

- ‘neither the ¢ company nor any partner, proprletor, prmcxpal officer or dtrector has any propnetary mterest in any account
~ classified solely as that of a customer, except as follows o : : :

W%%W

~J0 ANN WILLIAMS

(335)  NOTARY PUBLIC Sigprure.

JWEJ paviE CQUNTY, NC / (

My Comm\ssmn Exo 23 _/____é__lfﬂz -0 / £é;1/ é/” _
l A ' itle "

Notary Pubhc '

This report . contams (check all applxcable boxes): . ..
(a) Facmg Page.

" (b) Statement of Financial Condmon

(c) Statement of Income (Loss).

(d)- Statement of Changes in Financial Condition.” ‘

(e) ‘Statement of Ch‘ange’s‘in Stockhelders’ Equity or-Partners’ er Sole- ropnctors Capltal

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. : .

B T T PR

&
&
X
X
x
&
& (g) Computation of Net Capital.
.03 (h) Computation for Determination of Reserve Reqmrements Pursuant to Rule 15c3-3
0J (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3..
B (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.
(W (k) A Reconciliation between the audlted and unaudlted Statements of. Fmancnal Condmon with respect to methods of
consolidation. v : . :
® (1) An Oathor Afﬁrmation
O (m) A copy of the SIPC Supplemental Report ‘ S
O (n) Areportdescribing any material 1nadequac1es found to ex1$t or fourid to have existed since. the date ofthe prev:ous audlt."
X (o) Independent auditors' report on internal accounting control
*$For conditions of confidential treatment of certain portions of this fi Img, see section 240.17a-5(e)(3).
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I FOCUS REPORT  owigzmo.
_ (5-3187)
l FORM A _ (Fmancual and Operahonal Combined Uniform Smgle Report)
X175 |  ~  PART @
l : 1\‘ ‘ “ 3/91 L {Please read instructions before preparing form.). -
This report 1s being filed pursuant to (Check Applicable Block(s)):- < o : o
I 1) Rule 17a-5(a) | X |16 ] 2) Rule 17a-5(b) [ 7]} = S 3 Rule 17a-11 [T [ 18]
' 4) Special request by designated examining authorily 5) Other :
IAME OF BROKER-DEALER - - SEC FILE NO
| : : 8-38999 [14]
. d FIRM 1D. NO. ‘
First Winston Securities, Inc. - [13] o : )
DDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use P.O. Box No.) 21538

, FOR PERIOD BEGINNING (MM/DD/YY)
121-E Reynolda Village [20]

{No. and St-eel) —01/01/02 [24]
AND ENDING (MM/DD/YY}
Winston- Salem| 21 lNorth Carolina [22] 27106 [?3] 12/31/02 [25 ]
(City) (State) (Zip Code) -
AME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT  (Area Code)—Telephone No.
William F. Marshall [30] (3361761 1900 [31]
AME(S) OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: '~ =~ '~ " OFFICIAL USE
32 _ .33
L ELE B — 35
36 .. el o T az
AR BT O T . 39
) .., DOES RESPONDENT CARRY. ITS OWN CUSTOMER ACCOUNTS? '=<. vEs[_ _J40] NO

CHECK HERE IF RESPONDENT IS FILING AN AUDITED REPORT .
el LA R T R I A ot

[
i

FUEMC
i EXECUNON ) ,

BTN IS The reguslrant/broker or dealer submnlllng thls Form and its allachmenls and the person(s)
Q@ - by whom it is executed represent hereby that all .information contained therein is true,
TSRED correct and complete. it is understood that a!l required items, statements, and -schedules
n M=o are considered inlegral parls ol this Form and that the submission of any amendment
L’_"_;“ “i . represents that all unamended items, statements and schedules’ remam true, correct and
,.,ox"g,“’ complete as previously submmed

xor= L SR - : .

~ . . R . , ‘ .
L } é / ‘

20X (7] _ e

M Dated the _/ﬂ __day of 7%&44& _p@/)

D Manual signatures_of;
3 , L Y M
= R
0o = /)f
> M Pnncypal Executive Qfficer of Managing P
wn
5 //
N3 2
-t .
—_— = Pnnc1pal Fmancual Otfj er or Paere
e /4
(Yo i I ] 3)

Principal Operations Otfider or Péflner

AYTENTION—Intentional misstatements or omissions of facts constitute
Federal Criminal Violations. (See 18 U.S.C. 1001 and 15 U.S.C. 78:1(3))
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

Name (I individual, state tast, lics(, middle name)

. INDEPENDENT PUBLIC ACCOUNTANT whose opinion is coatained in this Report

BUTLER & BURKE, LLP, CPA'S L | 70 a
ADORESS Number and Street City State Zip Code
100 CLUB OAKS COURT, SUILTE A, WINSTON-SALEM, NC . 27104
| T¢ ] 72 I 73 ] 74—]'
Check One -
(X}  Certitied Public Accountant 5] .
FOR'SEC USE
()  Public Accouatant

() Accountant not resident in Uniled Stales or —
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D Certified Public
LLP. // Accountants

Stockholders and Directors
First Winston Securities, Inc.
Winston-Salem, North Carolina

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial condition of First Winston
Securities, Inc. as of December 31, 2002, and the related statements of income (loss),
changes in ownership equity, changes in liabilities subordinated to claims of general
creditors, 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 U.S. generally accepted auditing standards.
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 First Winston Securities, Inc. as of December 31, 2002,
and the results of its operations and its cash flows for the year then ended in conformity
with U.S. generally accepted accounting principles.

Rty & Queg LLP

Winston-Salem, North Carolina
January 10, 2003
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART II

~

(2]

&

<

o]

~

<
o

BROKER OR DEALER

First Winston Securities, Inc. . N 2

I 1 1 1 i N |

Cuash seqgreguted in compliance with
federal and ather regulations
. Recewable lrom brokers or dealers
and clearing organizations.
A. Failed to deliver:
1. Includable in "Formula for Reserve

Requirements’™” . ... ...
2. Ot o i e

B. Securities borrowed:
1. Includabile 1n "Formula for Rescrve

Requirements™ . ...... Cere e
2. 0ther .o ov i e i e e

C  Ommbus acconnis

1. includable in ""Formula for Reserve

Requirements™ . ... .. e
2 OWther ot e,

O Ciraring organizations:
1. Includable in ""Formula lor Reserve

RAequirements™ oo e

2 Other ... e i e e

Recimivables from cusiaomers.

A. Securities accounts’

1. Cash and fully secured accounts .. ...
2. Partly secured accounts ... ..ol
3 Unsecured 42COUNRS o vvw v v e e nennn
B. Conmmodity acCounls . c v v v i i ee e cnn
C. Alowance (or doubtful accounts. ... ..

Recewvaliles from non-customers:

A. Cash and fully secured accounts . ......

B. Partly sncured and unsecured accounts . ...

Secunties purchised under ageenments

toreseld L. e s e

Srcurcies and spat cammadities owned,
al markel value.
A. Bankers acceplances, certificates of

deposil and commercial paper ... ..

B. U.S. and Canathan government

obhigations . . .o iee ey Ceee e

C State and municipal government

ObLIGAtiONS vt
D Corporate ohh@ations .. .eeeovnenn e

Cash e

STATEMENT OF FINANCIAL CONDITION . e e
Asottmooryyy _ 12/31/0Q2° °° "7 -
secenieno. _8-38999 . [ 98

Consolidated 198
Unconsolidated 199

Allowable Nonallowable . Totsl

C—ne

ASSETS

A 4

'S 101,311 {200 s -101‘."311 [3s0]

210 . ET
220 ‘
230 : [770]
240 : o
250 [780 ]
260 . »
M _ 270 ‘ 730
280 N - —
290 . " [ 600 ]
0] S _ [ssa]v__ ~ __ _Jeo!
310
320 560
570
330 | — 580 _ —_
! { ) )| 335 (__ )] 590 T I—BZO-]
340
350 600 30}
I 360 I,' 605 l_BAO l
370
380
3,146,884 390
v E
" - 200 OMIT PENNICS

See accompanying notes to financial statments. Page 5



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SING
' ' PART Il

LE REPORT

BROKER OR DEALER First Winston Securities, Inc.

as of 12/31 0

11,

1/76

STATEMENT OF FINANCIAL CONDITION

ASSETS
Allowable Nonallowable Total
E. Stocksand warrants ................. Ts 410
F.Options ........ .. ... 420
G. Arbitrage. .. ... ... ’ ....... 422
H. Othersecurities . . .............c..... 424
I. Spotcommodities .. ................. - 430
Securities owned not readily marketable:
A AtCost Y$ ]—1_3CJ—J : :
B. At estimated fairvalue .............0. [_4_4@ $ 72 .100 610 77'; 100 ﬁaﬂ
Other invesimenis not readily marketable: i
A. AiCost ..$ [140]
B. At estimated fairvalue ....... e 450 620 870
Securities borrowed under subordination agree-
ments and partners’ individua!l and capital
securities accounts, at market *alue:
A, Exempted
securities . . $ 150
8. Other ....$ 160 | V. 460 630 880
Secured demand notes-
market value of collateral:
A. Exempted
securities . . $ 170
8. Other ....8 180 470 640 890
Memberships in exchanges:
A. Owned, at market
value. .. .. $ f190]
B. OWNned a1 Cost .. v v oo v v o [_5@
C. Contributed for use of company, —
atmarketvalue .. ................. v' L QQQJ
Investment in and receivables from
atfiiates, subsidiaries and
associated partnerships « oo v nn .. 480 670" 910
Property, furniture, equipment, leasehold
improvements and rights under
lease agreements:
At cost {net of accumulated : .
depreciation and amortization) .. .. ..... 490 2 > 656 680 2 656 [626.]
Other Assets:
A. Dividends and interest receivable. ... ... . 41 3 460 500 690
B. Free shipments .. covwrnnnnneenners. 510 700
C. L0a0s and advances. . ... .covvt it - 520 710 -
O Miscellaneous ... c...v ol M 530 720 41 » 460 !—9—30
TOTAL ASSETS ............ s 3,289,655 |sa0}'s 74,756 |7%0)s__ 3 364,411 19%0)

See accompanying notes to financial statements.

OMIT PENNIES



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART ||

BROKER OR DEALER ' First Winston Securities, Inc.

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l.
Liabilities Liabilities » " Liabilities *®
17. Bank loans payable:
A. Includable in "Formula for Reserve
ReQUITEMENts” ...\ vveeeeeee... $ 1030] s 1240 " Thaso
B. Other ...ttt » 1040 1.794 000 1250 1 794 ‘000 °l1s70
18. Secunties sold under repurchase ag}eemems. . o . 1260 v - 1480
19. Payahle 1o brokers or dealers and
clearing organizations:
A. Faled to receive:
1. lncludable in "Formula for Reserve
Requirements’ .. ...... ... ..., 1050 1270 1490
2. 0ther ... 1060 30,954 ({1280 1500 |
B. Securities loaned:
1. Includable in "Formuia for Réserve o
Requirements™, .. ............. . 1070 y 15'.0J
2 0Mter. i y 1080 {1290 ] 1520
C. Omnibus accounts: ’
Requirements’™ .. ................. 1090 1530
20 Ol 1095{ ¥ [ 1300 | 1540
D. Cleating urganizations:
1. lIncludable in “Formula for Reserve
Requirements™. ... ... ......... 1100 [1s50]
2 Other . i i 1105 1310 1560
E Othee . . 1110 1320 1570
20. Payable to customers:
A. Securities accounts -including tree credits )
of ... 950 1120 y 1580 |
B. CommMOdilios 8CCOUNTS oo v vvve v vve s M 1130 i1330 ] 1590
21. Payable 1o non customers: ‘ ‘
A, SECUTITIES DCCOUNTS o v vt v oo cnnannn 1140 1340 1600
B. Commodities 3cCOUAS oo cvnnanons 1150 1350 1610

22, Securities sold not yet purchased at market

value - including arbitrage

of .o $ [960]

I 1360 |

=0

23. Accounts payable and accrued liabilities

and expenses.

A Orattspayable. . ... ovuin e nnn 1160 1630
B. Accountspayable ........... ... 583 1170 1640
C. Income taxespayable . ..........i.unn 1180 1650
D. Deferred income taxes. . .........ounn. M | 1370 I 1660
E. Accrued expenses and other liabilities. . .. 1190 11670 |
FoOthEr. oottt e ‘ 1200 [1380] 1680

*Brokers or Dealers electing the alternative net capital requirement method need not complete these columns.

I 1. Includable in ""Formuyia for Reserve

176
See accommanvine notecec +0 Finanecial ctratomont o

OMIT PENNIES

BASIC FILERS ONLY
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER

PART Ul

First Winston Securities, Inc.

25

27.
28.

29.

30.

1.

1776

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND OWNERSHIP EQUITY (continued)

Al Non-A.l.
Liabilities Liabilities » Liabilities » Total
Notes andt mortgages payable:
A. Unsecured................. o s 1210 s " [1690
B. Secured........... e M 1211 | ¢ [1390] = 1700
Liabthities subordinated to claims of
general creditors: v
A. Cash borrowings . ................... I_N—Oa [TI.;E
1. trom outsiders '. $ 970
2. Includes equity subardination {15¢3-1 {d}}
of ....... $ I 980 l
R. Securities borrowings, at market value; l 1410 l rl—72—0
from outsiders $ 990
C. Puisuant to secured demand note
caollateral sgreements; ................. l 1420 l :', B m
1. from outsiders $ 1000 ’
2. Includes equity subardination (15¢3-1 {d))
ol ..., $ 1010
D. €xchange memberships contributed for
use 0! company at marketvalue . . ... ... ,'5 l 1430 l “ m
€. Accounts and other borrowings not . e
yualified for net capital purposes ....... 1220 1440 175¢
TOTAL LIABILITIES . ... ... ...... $ 589 {1230 ]4,824,954 ves0) s__ 1,825,543 [1ie

Ownership Equity

SOl PrOPE B OIS D L e e e

Partnership- limited

pariners .. ... $ |1020 l .......................................................

Corporation

PRI et S1OCKk L L e e e e e e e e

COMMON SHOCK L . vy vt e et et ettt e et e e e e e e e

mmooO®»
2
3
3
e
-
=4
&
s
[
[-)
T
5

LSS Camital S10CK 4N BrBBSUIY . . v vttt e et e e e e e e e
TOTAL OWNERSHIP EQUITY L i e et e e et e it e e i e

TOTAL LIABILITIES AND OWNERSHIP EQUITY ... ....

*Brokers or Dealers eleciing the alternative net capital requirement method need not complete these columns.

Cen arcAamnmanvine nntec +n fFinanrsal

ot A ars - o

$ ' (377
[178

[17¢

% 542,859 |
17¢
996,009 [
1,538 868 |17

{ ) 17¢

s 1,538,860 18
s 3,364,411 [s

OMIT PENN

BASIC FILERS ON

-~ D
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PART ll-—FINANClAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER For the period (MMDODYY) 1r‘om - - l 3932_]10-,9_'1" 1./04 3933
First Winston Securities ’ Inc! . Number of months included in lhls slatement T A FTTY]
REVENUE ) ‘ STATEMENT OF INCOME (LOSS)
1. Commisslons: ' S .
a. Commissions on transactions In listed equlty securlties execuled on an excﬁange eeecia et ettt eet e ..8 —aéﬁ'
b. Commissions on Iransactions in exchange listed equily securilies executed over-the-Coumter. ...vuveraserevensns 3937
¢. Commissions on listed oplion 1ransaclions . ... ... . vttt reninnnenennnenns PP 3938
d. AN other securities commissions ................ Cereriraaees N 3939
8. Total securities COMMISSIONS . uu .ttt iiier it toiierreonsarosesrossasssesstonvrssvvnsrosesasstassnnoncns 3940
2. Gains or losses on firm securlties trading accounts
a. From market making in over-the-counter equity securlties ............. cereeraan s sereasaaaan i tesaaeaae F"_“—’J
I. Inctudes gains or {losses) OTC market making in exchange listed equity securities ) [3945]
b. From trading In debt securities ... ...l e e e e e e et e e et _ ] 8Q9 111 3944
c. From market making in options on a national securities @XChange .. ... .. ...cvtivervnncnners toneeurvnnoaanoess 3945
d. From all other trading ........ R e e e Cieanerene e erenaaeee e 33949
e. Total gains or (Iosses) .............. et et e m ettt b e ettty 3950
3. Gains or losses on firm securities investment accounts
a. Includes realized gains {losses} ....... O, _4—2§
b. Includes unreatized GAINS {10S888) & vt ittt ittt ittt ettt et e, 4236
¢. Total realized and unreatized 9aing {10SSBS) . .....eeiiturununtit e eiiaieaarerneeennnnnnons S, Yo 3952
4. Prolits or (losses) from underwriting and selling groups ......... e e e 14,233 | 3955
a. Includes underwriting income [rom corporate eqully securities ............ e P—??l
LT Y 7 4o 17 I 1111 TS P 73_9‘85‘
6. Revanue from sale of investment company shares .. ........ et n e ee ettt e e 3970
© 7. Fees lor accoun! supervision, investment advisory and administralive Services ............ceivreiiiinnannreeans 3975
8. Revenue from research ServiCeS .........ovuiuierennnunooneesnennnnnns et e 3980
D, COMMOGIIES BYBMUE . .eevvreeets ettt on e ettt ene e e et et ettt et e e e ettt e ettt e e aaneens 3990
10. Other revenue relatod 10 SECUTIIES BUSINESS .. ... ... iinutuertitennrtnienerines it ieetoaneoneensnionineeeinones Yy 3985
11. Other revenue .......... Ceenenn e e e e e e e e 104,296 | 3995
12, 70181 FBVBMUB o'ttt ittt vttt et e e e R s 1 222 640 | 4%
EXPENSES ' N
13. Regislered representalives' compensation ................. e e, f e e s 435 . 036 |40
14. Clerical and administrative empPloyees’ EXPBNSES ... ... .ut vttt st et nneremeneeeeennseeeeineseeansseansns .. ’ 169,499 4040
15. Salaries and other employment costs for general partners, and voling stockholdar officers . ........couveveviiiiren.n 395 . 353 |a120
a. Includes interest credited lo General and Limited Partners capital accounts ........ ) I4130| ) -
16. Floor brokerage paid to certain brokers (see definition) ...........ccvvvunse Y 4055
17. Commissions and clearance paid to all other brokers {see delinitlon) .........couuiiiiiiiiiireriiersennnssseans y 4145
18. Clearance paid lo non-brokers {see definltion) ...... PR O 4l . 117 | 435
19, COMMUNICAIIONS .« o\ te ettt ettt e ettt et e as et e et s an s ee e st enaa s taneenes e anaersasssnssaneesnain 55,492 | 4oso
20. Occupancy and equipment cosls ..... s e e e e, e 32,049 aoeo
21, Promotional €OSIS .....eveenererereenennen et cereerees e e Cereeens . 4341 4150
22. IntOrest expense ...........cenrueciin e, e R, 42,935 4015
8. Includes Interest on ak:cqunls subject to subordination agreements .......oiienensn [407_0J o
23. Losses in error account and bad debts ... ..o i i ianien Ceiereraas Crirereaes e F 417¢
24. Data processing cosls {including service bureau service CRErgES) . ... .u.ttiniurerisueesionsnsasenaaessorretnnns M 5, 110 | aree
25. NON-recurring charges ................c...s e e e N e 415¢
26. Regulalory 10€S 8nd @XPONSES .. ...uevuineeirrnesnronronnens e, e et 5 514 | 419
27. Other expenses ...........eoevvnvnnr.ns e e e e e e ]‘nl;'[LA1 410¢
28, TOMAl @XPONSBS .« .t neetee et ee st an e te ettt e e s a e e et eas ..$ 1 2q0 980 | 2%
NET INCOME .
29. Income (loss) before Federal income taxes and ilems below (ltem 12 1ess Hem 28) ........cvvneneaianenennens T R 421¢
30. Provision for Faderal income taxes (for parent oAly) ......o.uvveeren.ns et e, e 422
31, Equity in earnings (losses) of unconsolidated subsidiaries not included above .............. Cerertaaeeeneaaans oo ¥ 0 4220
3. After Federal INCOME 1aX8 Of +...vevnsorvnencsenesensorocreransooroaenanss _,', 4231’
32, Extraordinary gains {1055€8) . .vvvvirereinnerreanseneesionreos 0
a. After Federal income taxes of ............... [
33. Cumulative effect of changes in accounting principles ............. eeriaes 0
34. Nel income {loss) efter Federa! income taxes and extraordinary items .. )
MONTHLY INCOME T - - : - - _

35. Income (current month only) before provision for Federal income taxes and extraordinary [TEY, ¥ P |

3/78 - . . . 2
Chn rmmmcwnen mrrcr ey mAatnace A Finanecial ctratomoanto
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

Capital Withdrawals
PART Il

BROKER OR DEALER

First Winston Securities

ot s maoovy wom 0L 01102 77 1, 12/31702"
NnC.

Equity Capital
A. Partnership Capital:

RECAP _ _
Ownership Equity and Subordinated Liabilities maturing or proposed to
be withdrawn within the next six months and accruals, which have
not been deducted in the computation of net capital.

1. General Partners . ..o i it i i e e e e z $ 4700
2. Lmuted « o i e e e e e . 4710
3. Undistnibuted Profits . . .o e e 4720
4. Other{describebelow). . . ... . e 4730
5. Sole ProprelOrshIl oot e e e e 4735
B. Corporation Capital’
1. COMMON ST0CK « .\t ettt e 4740
2. Preferred Stock . oo e e 4750
3. Retained Earnings (Dividends and Other). . ... ... ... .. . i, .'. A760
4. Other{describebelow). ............ ... ... 0s, e 4770
Subordinated Liabilities
A. Secured Demand NOTES . .« oottt ittt it e e 4780
B. Cash SUbOrdINalioNs ... vvuvtv ettt ... 4790
. DEBBOUIES - ot ittt et e e e e 4800
D. Other {descnbe below) . ...ttt 4810
3. Olher Anlicipated Withdrawals
A BoONMUSES . . . i e et e e i e e L 4820
B. Volunlary Contributions to Pension or Prolit Sharing Plans ................ J 4860
C. Other (describe Delow) ... .ttt i it is s ennans 4870
=T L $

w
~
~
@

" [ass0 |

Description of Other

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning of period . .. e e e e e e $ 1 y 634 y ‘)Qg 4240
AL NETINCOME 1OSS) . o\ \ e sttt ee it e et et e e e 636,660 13250
8. Additions {Inciudes non-conforming capital Of . ... .vu i ne e $ . 4262 |) u 4260
C. Deductions (Includes non<conforming capital 0f . . ... ivvieronaonsns S 4272 1) 132 y 000 4270
2. Balance, end of period {From Item 1800} . .......... SR $ 1.538 , 268 4290
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, beginming Of PrIOT . vt v v ittt in et $ 0 4300
YR Y Y1 1.7 EA R T A LI 4310
T o P O { )| 4320
4. Balance, end of Period (From item 3520} « oottt int et tae et $ - 0 4330

- oy ey e s “e e e e T S )

See accompanying notes to financial statements.

OMIT PENNIES
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FIRST WINSTON SECURITIES, INC.
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2002

OPERATING ACTIVITIES

Net income $ 636,660
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation 1,528
(Increase)/Decrease in operating assets:
Securities owned, net 4,274,202
Interest receivable 5,844
Increase/(Decrease) in operating liabilities:
Accounts payable 589
Customer deposits (10,407)
Payable to broker - dealers 30,954
NET CASH PROVIDED BY OPERATING ACTIVITIES 4,939,370
FINANCING ACTIVITIES
Re-payment of secured short term bank loans, net (4,217,000)
Dividends paid (732,000)
NET CASH USED IN FINANCING ACTIVITIES (4,949.000)
DECREASE IN CASH (9,630)
Cash, Beginning 110,941
Cash, Ending $ 101,311
Supplemental cash flow disclosures:
Interest paid $§ 42935
See accompanying notes to financial statements. Page 11



FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

First Winston Securities, Inc. is registered as a dealer pursuant to Section 15(b) of the Securities
Exchange Act of 1934. The Company deals primarily in municipal bonds and performs underwriting
services only as a participating underwriter. The Company's customers are generally located in
North Carolina.

Securities Transactions

Securities transactions (and related revenues and expenses) are recorded on a settlement date
basis, generally the third business day following the trade date.

Securities

Marketable securities owned by the Company are valued at market value. Net unrealized gains
and losses are reflected in operations. Securities not readily marketable are valued at fair value as
determined by management.

Underwriting Service

Underwriting fees or expenses are recognized when the underwriting is completed and the income
or expense is reasonably determinable.

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 to be cash equivalents.

Receivables From and Payables to Customers and Dealers

Amounts receivable from and payable to customers and dealers represent the contract amount of
securities which have not been received or delivered by the settlement date.

Property and Depreciation

Property is recorded at cost. Depreciation is generally computed using accelerated methods over
estimated useful lives of five to seven years.

Income Taxes

The Company has elected to be taxed under the provision of Subchapter S of the Internal Revenue
Code. Accordingly, the financial statements do not include a provision for income taxes because
the Company does not incur federal or state income taxes. Instead, its earnings and losses are
included in the stockholders’ personal income tax returns and are taxed based on their personal tax
strategies.

Page 12



FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

NOTE B: PROPERTY AND EQUIPMENT
Property and equipment is summarized as follows at December 31, 2002:

Vehicle $ 39,345
Leasehold improvements 58,507
Office furniture and equipment 1,905

99,757
Less: accumulated depreciation and amortization 97,101

$ 2656

NOTE C: SECURED SHORT TERM BANK LOANS

At December 31, 2002, the Company had agreements with a bank to borrow funds of up to
$20,000,000 as needed on a secured basis to carry inventory and to cover failed transactions.
Interest on these loans is charged at LIBOR plus 2.5% (3.8800%) at December 31, 2002. At
December 31, 2001, the loan balance of $1,794,000 was fully collateralized by the Company's
trading inventory, which had an aggregate market value of $3,146,884. The agreements with the
bank expire on June 30, 2003.

NOTED: COMMITMENTS AND CONTINGENCIES
In the normal course of business, the Company enters into underwriting commitments and when-

issued contracts. At December 31, 2002, the Company expected no losses from such open
commitments.
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FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTEE: LEASES

The Company leases its office space under a noncancellable operating lease. Future minimum
lease payments under the terms of this agreement at December 31, 2002 are as follows:

2003 $ 17,979
2004 18,339
2005 7,704

$ 44,022

Rent expenses under this lease was $17,327 in 2002.

NOTEF: MINIMUM NET CAPITAL REQUIREMENTS

The Company, as a registered securities broker-dealer, is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1). This rule prohibits a broker-dealer from
engaging in any securities transaction when its aggregate indebtedness exceeds 15 times its net
capital, as those terms are defined by the rule. At December 31, 2002, the Company had net
capital of $1,230,318, which exceeded its required net capital of $100,000, and its net capital ratio
was .0005 to 1.

Page 14
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Accountants

SUPPLEMENTARY INFORMATION REQUIRED
BY SEC RULE 17a-5

Stockholders and Directors
First Winston Securities, Inc.
Winston-Salem, North Carolina

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying financial statements of First Winston Securities, Inc. for the
year ended December 31, 2002, and have issued our report thereon dated January 10, 2003. Our
audit was performed for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in the schedules 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 and Exchange Commission.
Such information, as applicable, 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.

[l ¢ Qe LLP

Winston-Salem, North Carolina
January 10, 2003



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1l

IBROKER OR DEALER First Winston Securities

as of

273170

5N

7.
B.

COMPUTATION OF NET CAPITAL

Total ownership equity (from Statement of Financial Condition — ltem 1800). ... ..... e e $ | .53
Deduct Ownership equity not allowable for netcapital . ... ..oovin v nunnn. e e P | . - 3490
Total ownership equity QUAlINed T0r NEE CAPITAl. « . v vttt ettt e e e et et et e e e e et e ©1.358 868 | 3s00
Add ' .

A. Liabihities subordinated to claims of general creditors allowable in computation of netcapital. ................. [352¢C
B Other tdeductions) cr allowable credits LLISEN, L, ...\ . ittt ettt e ettt e cae e M 352¢
Total capital and aliowable subordinated Habitities. . . ... .ov e er ottt r s oeeaeennns U s__ 1,538,868 |3s3¢

Deductions ancd/or charges:
A. Total non-aliowable assets from )
Statement of Financia! Condition {NoteBandCl ........ ... .., ....0..... s_ 74,756

1. Additional charges for customers’ and

{3550

non-customers’ securily accounts ........... N
2. Additionat charges for customers’ and
NoN-cuUStomers’ COMMOGilY ACCOUNTS . .o oo v vttt eet e eneenens a, 3560
B. AGED 1aI1-10-GRIVEI: o . ettt ettt et e et et et e e 3570
t. Numberofitems ................ ; 3450
C. Aged short security differences-tess :
reserve 0f L $ 3460 1V I 3580 l
numberolatems.................. | 3470
O. Secured demand note defICIBNCY . . . . v v it i ittt e e [—357;]
€. Commodity futures contracts and spot commodities
propretary capital charges ... ... e e 3600
E. Other deductions and/or charqes .. ... ...... : 3610
G. Deductions for accounts carried under Rute 15¢3- 1(a)(6), (a}(7) and (c)(2)(x) 3615 N S
H. Total deductions and/or charges ..........ccvhvvienecnes S A I I ! 74 2 756 1] 362
Other adkdi110ns 30d/0r AMOWabIe €redits LLISth .\« v vttt vt e . 362
Net Capital before haifculs 0N SECUMILIEs POSIIONS L. ..o . vttt tutnr et aee et s bttt s 1,464,112 |38
Haircuts on securities: {computed, where épplicable,
pursuant to 15¢3-1 {f) ):
A, CoOntractual securities COMMITIMENTS o o o vt v e e o et 3660
B. Suborchnated secunties BOTTOWINGS . .. vt v i cn i 3670
C. Trading and tnvestment securities:
1. Bankers’ acceptances, certificates of deposit
and COMMErCIaT PAPRI o o it i ie e et i e ; 3680
2 U.S. and Canachan goverament obligations . ........ouu..eiss e i 3690
3 Stale and municipal government obligations . .. ...l 192 2 899 3700
4. Corporate obligations . ........ e e 3710
5. S10CKS AN WAITANTS .« ot oot e e e s 3720
B, OPLIONS L o i 3730
T, ADIIFAGR e e e e 3732
B OIBCT SPCUMIIES « . o e v ettt r e e e y 3734
D UNUUE CONCEATEATION. o vt s e et i e et e eoa oo s n et i et e e aasos 40 . 895 3650 ) .
E . OTREr (ST s o o e e e e e e e e e e ) 3736 { 233’794 37

Iy

s 1,230,318 37

OMIT PEN!
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l

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
I PART Il
I BROKER OR DEALER First Winston Securities; Inc. as o
COMPUTATION OF BASIC NET CAPITAL REOUIREMENT
Part A
l 11, Minimum net capital tequired (6:2/3% 0f INe 10) L. e e e e S
12 Mimmum dollar net capuial requirement of reporling broker or dealer and nunimum net capial requirement of .
subsidiaries compuled in accordance with Note (A) ... . ... ... .. ... ........... PR S 375
l 13. Nel capital requirement {greater of line 11°0r 12) . ...... ... PRI § o 376
14. Excess net capital fline 101658 13) ... .. i e e e S kY84
v }
15 Excess net capital at 1000% ({line 70 less 10% of line L A S ..o S 378
I COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Tolal Al liabiities from Stlatement of Financial Condilion. . ..................... [P S Coa . 589 [are
17. Add: . ‘
- v
A. Drafls tor immediale €redit . ... e oo 8 l 3500'
8. Market value of secunties borrowed for which no '
equivalent value is pard or €rediled . ... ... e S - 3810 .
. Jpas S . ——
l C. Other unrecorded amounts (LiSt) .. ... ... i $ . | 3820 S : . 383
18. Deduct: Adjustment based on deposils in Special Reserve Bank Accounts {15c3-1 (c) {1) (vi)) ... ... . ... .. $ ooy 388
19. Total aggregale indebleAnESS . ... ...ttt e . oS T U mag | 384
l 20. Percentage ol aggregale indebledness 16 net capital (line 19 = by line 10) .. ... ittt ean o % . 05 385
21. Percenlage of Aggregate Indebledness to net capilal alrer anhicipated capital withdrawals
{tine 19 < by line 10 less ilem 4880 page 11} .............. PP % o 05 [385
l COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B N/A .
22. 2% of combined aggregate debit items as shown ir Formula lor Reserve Requirements pursuant to Rule 15¢3-3
prepared as ol |he date of the net capilal compulation including bolth brokers or dealers
\] B
and consolidated subSIdiaries  Gebils . ... . ... .t e w$ |38A
23. Minimum dollar nel capital requirement of reporting broker or dealer and minimum nel capildl
requirement of subsidiaties compuled in accordance with Note (A) .....oooeiiiiiiniiiiiieii i iiieneees S 38!
24, Net capital requirement (roater of 0@ 22 0F 23) .. ... ittt e s S I7¢
25. Excess net capilal (line 10 1855 24) . .. . ... i i e e S 391
26. Percentage ol Nel Capitai to Aggregate Debits (line 10 == by line 17 Page B} .........ivetrriniiuenmnueenens % ‘ 38¢
l 27. Percentage of Net Capital., alter anticipaled capital withdrawals, to Aggregate Debits )
{line 10 less Htem 4880 page 13 == by ine 17 page B) .. . ... it i e e e % ‘ 38!
2B.  Net capital in excess ol
. ' v
' 5% of combined aggregate debit items 0r 8 120,000 - . . ... . .. e e v $ 39.
' OTHER RATIOS
Part C -7
N/A o
29. Percentage of debt to debt-equity lotal compulad in accordance with Rule 15¢3-1 (d) .......................... %% ) " 38t
30. Options deduclions/Net Capilal ratio (1000% test) lotal deductions exclusive ol liquidating equity under
. Rule 15¢3-1(a)(6). (a)(7) and (~M2)(x) + Nel Capital .. ....... D D % [38
NOTES:
(A} The minimum nel capital requirement should be computed by adding the minimum doftar net capilal requirement
of the reporting broker dealer and, lor each subsidiary to be consolidated, the greater of:
1. Minimum doliar net capital requirement. or
2. 6-2/3% of aggregate indebtedness or 2% o!f aggregate debits if alternative method is used,
{B) Do not deduct the value o! securities borrowed under subordination agreements ot secured demand noles
covered by subordinalion agreements not in salisfactory fo:m and the market values o! memberships in
exchanges contribuled tor use of company {contra 1o item 1740} and partners’ securities which were
included in non.allowable assets.
{C) For reports liled pursuani to paragraph (d) of Rule t7a-5, vesponden( should provide a list of material
non-allowable assets. . — . . .
l 3/83
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FIRST WINSTON SECURITIES, INC.
AS OF DECEMBER 31, 2002

RECONCILIATION OF COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION WITH COMPANY'S COMPUTATION (included in
Part |l of X-17A-5 as of December 31, 2002)

There is no material difference in net capital computed in this report and that reported by the
Company in Part Il of Form X-17A-5 as of December 31, 2002.
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'FINANCIAL AND -OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART II

BROKER OR DEALER

First Winston Securities, Inc.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
) (See Rule 15¢3-3, Exhibit A and Related Notes)
CREDIT BALANCES
1." Free credil balances and other ¢redit batances in customers’
security accounts (see Note A, Exhibit A, Rule 15€3-3) .......vhivuierenenns “w $ l 4340 I
2. Monies borrowed coliateralized by sécwities carried for the accounts

of customers (see Note B) ... ... . . it i ittt e rnans 4350
Monies payable against customers’ securities loaned (see Note C) ........... 4360
4. Customers’ securities lailed lo rective (see Note D) .......covvinininir.in.. 4370

S. Credit batances in firm accounts which are attributable to

principal sales 10 CUSIOMEIS ... . ..ttt itiiinr e nanrnnnns |4380 ]
6. Market value ol stock dividends, stock splils and similar distributions

receivable outstanding over 30 calendar days . .........ccvveivrnnnnnnnons 4390

**Market value of shorl security counl dilterences over 30 calendar days old .... 4400

**Markel value ol short securilies and‘creduts {not to be oflset! by longs or by
. . A\
debils) in all suspense accounis over 30 calendar days . ..........covieaesn o . l 4410 ’
9. Market value of securities which are in transler in excess ol 40 calendar days

and have nol been conlirmed to be in lransler by the transler agent or

the issuer during the 40 Gays ... ... et iteeiaeereeiniaernennonens 4420
10, Other (LISt Lo e e ' ] 4425
T8 TOTAL CREDITS oottt e e e e e e e e e e e e $ S |443

‘DEBIT BALANCES
12. **Debit balances in cuslomers’ cash and margin accounls excluding unsecured
accounts and accounts doubtiut of collection net of deductions pursuant to

Note E. Exhibil A, Rule 15€3-3 . ... .. ... iiviirrinnnrenes ceniraenens $ |4440|
13. Securities borrowed to effectuale short sales by customers and '

securities borrowed to make delivery on customers’

securities 1ailed 10 GRlIVEr L. ... . e 4450

14. Failed lo deliver of cuslomers’ securities not older than 30 calendar days ...... } 4460

15. Margin required and on deposit with the Oplicns
Clearing Corporation for all oplion contrac!s

written or purchased in customer accounts {See Note F) ................. 4465

16, OINEE (LIS ..ottt ettt ettt M 4469
[ ar
17, AGgregale debil HemMS ... . i i i e e e e e e s $ 44’
18. *‘less 3% (lor allernative method only — see RUIE 153-1 (1) (5] (i)} « .o vvreneenaree e e iieeeeennnnes { ) 44
19, "*TOTAL 15633 DEBITS .ottt ittt et et e et e e e e e ettt e et e e $ 44
RESERVE COMPUTATION ‘ . » —
20. Excess of total debits over total credits {line 191essline 11) . ............ ...l PUPTITI > B 44
21. Excess of lotal credils over tolal debits (line 11dessHn@ 19) ... . ... .. . . .. . . i i 44

22. It computation permitted on a monthly basis, enter 105% of

excess Of 101l Cradils DVer 10181 dEDIlS .. ... .. ...\t uueees et e e e e e et e L l—4_5-
23. Amount held on deposit in "Reserve Bank Accounlt{s)”, including N
value of qualified securilies, at end of reporting Period .. ... iyttt ie oo i !__‘_‘_5_,
24. Amount of deposil {or withdrawal) including Y

$ |ﬁs—| value 0l Qualilied SECUTIHIES -+t cvv v e vrrarrronetnian oty
25. New amount in Reserve Bank Accouni(s) after adding deposit or subtracting withdrawal including ‘ s : t 45:
$ [A525 | value of Qualified SECUIIES +. .. venrrvrersnnenesunnsine s aneent it e Ty
26. Dale of eposil (MM DY Y ) L.ttt ittt taerensenentnssunenenasansasissoasnosasosesnssotsrasorsnesos ST PENN

FREQUENCY OF COMPUTATION

27. Daily o 4332]  Wweekly f 4333| Monthly [4334]

**In the event the Net Capilal Reguirement i3 compuled under the alternative method, this “Reserve Formula” "shall be
prepared in accordance with the requitemants of paragraph (f) ol Rule 15¢3-1.

3/78 Page 1



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PARTII

BROKER OR DEALER First Winston Securities, Inc. asot 112/3]

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (continued)

EXEMPTIVE PROVISIONS
28. I an exemption {rom Rufe 15¢3-3 is claimed, identily below the section upon
which such exemption is based (check one only}

45

A. (k) (1)—$2.500 capital category as per 2 TV T~ T Yy
B. {k) (2)(A)—-"Special Account for the Exclusive Benelit of '

customers’ Mainlained . ... ... e e e e X

45

Ale

C. (k) (2)(B)—All customer transactions cleared through another
broker-dealer on a fully disclosed basis, Name of clearing

firm Y [4335]

457
0. (k) (3)—Exempled by order of the COMMISSION ...t uure ot iatiitt ittt ieae e cneneneaunis 458
information for Possession or Control Requirements Under Rule 15¢3-3
Stale the market valuation and the nurnber of items of:
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 conirol 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. Notes A and B ... ..ottt ieiiiiser st aaaneneens $ 458
A, NUMDEE O TIEMS . v e ettt et e it e e e a e s eae anaeenasanetarunerasnesns e 458
2. Customers' fully paid securilies and excess margin securities for which instruclions o 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 operalions™ as permitted under
Rule 1563-3. NOES B, € ANA D o\t ven ettt s ettt e vatere e taeeasetatanotonuaneeasesessssnasnsassions $ 458
A NUMDEE Of HBMS . ittt ittt st tsrenntsesasesas trarusssonacsnatstosstotasssnosnensassonsvansssnsns ,', 458
OMIT PENNI

3. The sysiem and procedures utilized in complying with the requirement to maintain physical possession or
conlrol of customers’ tully paid and excess margin securities have been tested and are functioning in a
Yes 4584 No

[T

manner adequate lo fullill the requiremenls of Rule 15€3-3 ................0

NOTES

A— Do not include in item one customers® lully paid and excess margin securities required by Rule 15¢ 3-3 to be in
possession or control but for which no action was required by the rgspondenl as of the report date ot required action
was laken by respondent within the time lrames specified under Rule 15¢3-3.

B—State separately in response to items one and two whether the securities reported in response lherelo were
subsequently reduced to possession of conlrol by the respondent.

C—Be sure to include in item two only items not arising-from "terhporary lags which result from normal business
operations” as permitted under Rule 15¢3- 3. ‘

D —ltem (wo must be responded tc only with report which is filed as ol Ihe date selecled for tho broker's or dea\er s
anaual audil of financial statements, whether or not such date is the end of a calendar quarter. The response to item
Iwo should be filed within 60 calendar days after such date, rather than with the remainder o! this report. This
information may be required on a more lrequent basis by the Commission or the designated examining authority
in accordance with Rule 17a-5(a){(2)(iv).

3/78
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I B. Securities representinginvestments of customers' funds (at market)

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPOR
' PART 1l '

BAOKER OR DEALER ' Firsvt Winston Securities, Inc. asot - 12/31/02: s

' SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION
CUSTOMERS' REGULATED COMMODITY FUTURES ACCOUNTS

SEGREGATION REQUIREMENTS

1. Net ledger balance: - . ’
A CAS L e e .8 [7010)
B. SecuUrities (A Markel) .. .v ittt e i e i e e 7020
2. Netunrealized profit {loss) in open futures contracts traded onacontract markel . ........vivireerieneniaeranennns 7030
3. Exchange traded options: ‘ :
A. Add: Market Value of open option contracts purchasedonacontract market ........c.ccvveeerrrearesinsnnennnss W
B. Deduct: Market Value of open option contracts granted (sold) on 2 COntract Markel ... .vuvvvneneerrennsreerenen. ( ) [7633]
4. Net equity {deficit) (total of 1,2and3) .....coeevrunnnnnnen. e U chomplt nee e T7040 )
5. Add accounts liquidating to a deficit and accounts with debit balances withnoopentrades ........ooveviiernnronns 7050
6. Amount required to be segregated (tOtal Of 4 AN 5) . ... .v' 'ttt err et eenesensassrenseasseoneonsetnsreneanss 7060
FUNDS ON DEPOSIT IN SEGREGATION
7. Deposited in segregated funds bank accounts:
' A CaSR ettt e e e e e $ 7670
........................... 7080
C. Securities held for particular customers or option customers intieuof cash(atmarket) ..............oiina.. FWI
8. Margins on deposit with clearing organizations of contract markets: v
A Cash ... ..iiriiiiiiiiiiiinnans et e et e m—ﬂ
" B. Securities representing investments of customers' funds (@t Markel) .. ..o iiiieneirveieanoronseornecnass 7110 |
"C. Securities held for particular cuslomers or option customers inlieu of cash(almarkel . ......vevuervereniennainn [7120]
9. Settlement due from (to) clearing organizations of CoOntract MArkels . ... vt iviivieiiinerinsserrieanrsessssnenss 7130
10. Exchénge traded options:
A. Add: Unrealized recelvables for optlon contracts purchased oncontractmarkets. ..., iinss 7132
. B. Deduct: Unrealized obligations for option conirac!s granted {sold)oncontract markets ............coviviiiiness 7133
11, Net eQUItIES With OREr FOMS ...\ttt tttasae et s e ansenanaessss s sansnsasnanaanennesnasseannnnnnss [7140]
12. Segregated funds on hand:
F N o7 T PP [7150]
B. Securities representing investments of customers’ funds (@l MArKe) .....uvvivvieiniaersrnenrsrerioneaneoens mBTI
C. Securlties held for particular customers inlieuof cash(almarkel). . ... o reteniiiieeereirainnarenanaenss (7170
13. Total amountin segregation{total of 7through 12) . ... .. iieitiii it it iiiiiiiievaneiiisaiinennres PR $ W
14. Excess (insufficiency) funds insegregation (1I3mINUS 6). ... .ovvuin i ie i e s $ 7190
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
' PART Ii |

BROKER OR DEALER ~ First Winston Securities, Inc. asof 212731702°

Ownership Equity and Subordinaled Liabilities maluring or proposed to be
withdrawn within the next six months and accruals, (as defined below),
which have not been deducted In the computation of Net Capital.

Type o! Proposed

withdrawal or N/A Amzunt to be With- (MMDDYY) Expec!
Accrual Insider or drawn {cash amount Withdrawal or -]

See below for Outsider? and/or Net Capital Maturity Renew

code o enter Name o! Lender or Contributor {In or Out) Va'ue of Securities) Dale (yes or no)

4600 4601

4602 $ : l 4603 l 4604

4605

4610 4611

4612 l4613l 4614

4615

4622 [a623] 4624

4620 4621 4625

g e
g B £ B

4€30 4631

4632 I 4633 I 4634

4635

4640

4642 l 4643 l 4644

4641 4645

4652 [4653 | 4654

4650 4651 4655

4660

EEEEEE

i |

4661

4662| I 4663 I 4664

4665

4672 | 4673 l

4670 4671 4674 4675

EEEEEEEE

d

4680 4681 4685

4682 I 4683 l 4684

4691

) o] B e R e
g

N

E B

SRR

4692 [4693 | 4694

4690 4695

TOTAL $7 4699°]

OMIT PENNIES

. *To agree with the tota! on Recap (llem No, 4880}

Instructions:  Detail fisting must include the lotal of items maluring during the six month period following the

report date, regardless of whether or not the capital contribution is expected to be renewed. The
schedule musl also include proposed capilal withdrawals scheduled within the six month

period foltowing the reporl date including the proposed redemplion of stock and payments ol .
tiabilities secured by fixed assels {which are considered allowable assels in the capita! computation
pursuant o Rule 15¢3-1(c}{2)(iv}), which could be required by the lender on demand or in less

than six months.

WITHDRAWAL CODE: DESCRIPTION
1. Equity Capital
2. Subordinated Liabilities
3. Accruals
4. 15¢3-1{c){2)(iv) Liabilities
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. FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT =
| PART Il -
l BROKER OR DEALER First Winston Securities, Inc. asof L 12731702
. 2 .
FINANCIAL AND OPERATIONAL DATA
i ”
1. Monik end total number ol stock recursl breaks unresolved vver three business days Valuation Numtuer
A Dreaks 1000 ..o $ 4890 4900
I B breaksshort ... ,’S {4910 I 4920
2 s the hirmoan comphange with Rule 173 13 1eqarting peniodic count and
ventication ol securities positions and facations at Jeast once tn gach .
I. calenddar quartee? (Check onel .. L Yes E No E:]
A} 1t tespunse 1§ negative attach explanation of steps being taken 1o comply with Rule 17a-13.
a Pwsqnnvl‘ emplayed at end of reporting.period -
A dncome producing personnel .. L L L e e e 4950
l 8. Nonuncome producing personnel lall otherd .. e 4960
] (O I T P 4970
Actual numlnn of tickets rxncuted during currnt month of POPDOTUNG PRIIOM . et 4980
l S  Numbrr of corrected customer confirmatians mailed after SETHEMENT dAte . . ... . o oo oo e e e 4990
No. of Items Debit {Short Valuel No. of ttems Credit (Long Vatue)
6 Money dilferences .. y “[s000] s 5010 5020] VS 5030
7 Security suspense accounts. .. ... 5040 s 5050 5060 $ 5070
l B8  Svcurity chiftmience accounts. .. ... ... ... .. 5080 $ $090 5100 $ 5110
9. Commodily suspense accounts. ... ... ... .. 5120 $ 5130 5140 $ |s1s0
10 Open transactions with correspondrnts,
l nther brokees, clearing organizations,
; ~depasstores and interoffice and
: inteecompany accounts which cauld
nsutt an a charge-unresntved
I amounts aver 30 calendar days .. . ... . .. l 5160 l $ |517O l I5|80 I S 15\901
11 Bank account reenncihations-unersolvigl )
amaunts over 30 calendar days . ... ... ] 5200 ' 'Y S I5210 l,', I 52201 S [5230}
' 12 Open nanslers nver 40 calendar days,
pateoatumed L . [5240] s [5250] [s260] s [5270]
13 Transactinns in (ROrganization 2ccounts: )
l over 60 catrndar days ... .. h $280] S 5290 5300( Vs 5310
ta Yot 5320 $ 5330 5340 $ 5350
. 15. Failed to deliver S business days or longer {21 business days or No. of ltems Ledger Amount Macket Vatue
fonger in the case df Municipal Securities) ............ ... 0. | 5360 l $ 15351 ] 3 153621
l 16. Failed to receive 5 business days or longer {21 business days or ————e
longer in the case of Municipal Securities) ................ | 5363]5 [5364] S J 5365l
17 Secunty concentrations (See instruchions i Part 1)
l A PIODIRIOIY POSINONG Lt e e e e e S 5370
B Customers weccountsunder Rule Y533 L . L e e e e S 5374
18 Totul of prrsoral capital barrowings due within Ssx MONths Lo L. L e e S ___ 5378
19 Maxrmum haircuts on underwniting commutments duning the perod ..o 00 L L e ,', $ 5380
. 20 Piuanned capital expenditures for business expansion HuNNg Next SIX MONTAS .. ... Lo e S 5382
21 Liatuhitees of other indsviduals or organizations quarantecd by respondent .. ... . L. e S 5384
22 Leasc andd 101318 payable Within OR@ VBT . .. ..ot o ettt e e e e e e e 3 5386
' 23 Aqqregate leasr and rental commitments payable for entice torm of the lease
T <X 7T T S O A P $ 5388
< J T T $ 5390
' . OMIT PENNIES
l 3/83
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’3}{1) jj Certified Public
& LL.P. I Accountants

Stockholders and Directors
First Winston Secuirities, Inc.
Winston-Salem, North Carolina

INDEPENDENT AUDITORS' REPORT ON
INTERNAL CONTROL STRUCTURE

In planning and performing our audit of the financial statements of First Winston Securities, Inc. (the
Company), for the year ended December 31, 2002, we considered its internal control structure,
including procedures for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our 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 Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company, including tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g), in the
following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e)

2. Making the 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 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, 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 an internal control structure 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 statements in accordance with U. S. generally accepted accounting principles.

Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities 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 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 condition in which the design or
operation of the specific 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. However, we noted no matters involving the internal
control structure, including procedures 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 accordances
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 Company’s practices
and procedures were adequate at December 31, 2002, to meet the Commission’s objectives.

This report is intended solely for the information and use of management, the SEC, The New York
Stock Exchange 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 should not be used for
any other purpose.

Sutln ¢ urlee, P

Winston-Salem, North Carolina
January 10, 2003



