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OATH OR AFFIRMATION

I, Laura Miller , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

WS Griffith Securities  Inc. ' ~_, as
of December. 31 2002 , 20 , are true and correct. I 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:

EDITHA T. WONG z

Cammissien # 1375458 L Signature
Notary Public - California , , .
'San Diego Cuty ; Chief Operating Officer
MyConm.EmiresSep]?,me : Title

170Y.2aV4 2/27/03

R v e a4

/ Notarﬁublic

This report ** contains (check all applicable boxes):
@ (a) Facing Page.
@ (b) Statement of Financial Condition.
@ (c) Statement of Income (Loss).
& (d) Statement of Changes in Financial Condition.
4 (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
id (g) Computation of Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
&4 (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.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
B3 (1) An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report..
Bd (n) Areportdescribingany mate}'r‘vi‘val»_inadequabié"s 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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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers LLP
750 B Street, Suite 2900

San Diego CA 92101
Telephone (619) 744 8000

Report of Independent Accountants

To the Board of Directors and Stockholder of
WS Griffith Securities, Inc.

In our opinion, the accompanying consolidated statements of financial condition and the related
consolidated statements of operations, changes in stockholder’s equity and cash flows present fairly, in
all material respects, the consolidated financial position of WS Griffith Securities, Inc. (an indirect
wholly owned subsidiary of The Phoenix Companies, Inc.) and its subsidiaries (the “Company”) at
December 31, 2002 and 2001, and the consolidated resuits of their operations and their cash flows for
the years then ended in conformity with accounting principles generally accepted in the United States
of America. These consolidated financial statements are the responsibility of the Company's
management; our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits of these statements in accordance with auditing standards generally

~accepted in the United States of America, which require that we plan and perform the audit to obtain

reasonable assurance about whether the consolidated 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, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We
believe that our audits provide a réasonable basis for our opinion.

Our audits were conducted for the purpose of forming an opinion on the basic consolidated financial
statements taken as a whole. The information contained in Supplemental Schedules | and Il is
presented by management for purposes of additional analysis and is not a required part of the basic
consolidated financial statements, but is supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in the audit of the basic consolidated financial statements and, in our opinion, is fairly stated in
all material respects in relation to the basic consolidated financial statements taken as a whole.

@Zexfﬁé/ﬂéy@/ﬂ% L7

February 5, 2003



WS Griffith Securities, Inc.

An indirect wholly owned subsidiary of The Phoenix Companies, inc.
Consolidated Statements of Financial Condition
December 31, 2002 and 2001

2002 2001
Assets
Cash and cash equivalents $ 4,281,000 $ 5,026,000
Restricted cash 20,000 20,000
Accounts receivable )
Commissions 2,141,000 2,198,000
Due from clearing broker 542,000 477,000
Due from affiliate 1,352,000 2,233,000
Other, net of allowance for doubtful accounts _
of $42,000 and $26,000 ' 60,000 45,000
Prepaid expenses 524,000 451,000
Securities owned, at market value - 2,344,000 2,070,000
Deferred income taxes 92,000 371,000 -
Equipment, at cost, less accumulated depreciation
 0f$915,000 and $462,000 ' 915,000 1,243,000
Income taxes recoverable from Parent 1,152,000 561,000
Other assets Co 503,000 830,000
Total assets : $13,926,000 $ 15,625,000
Liabilities and Stockholder's Equity
Commissions payable R $ 2,677,000 § 2,700,000
Due to Phoenix Life Insurance Company 3,063,000 3,619,000 .
Accounts payable and accrued expenses 293,000 842,000
Total liabilities ) 6,033,000 7,161,000
Commitments and contingent liabilities (Note 9)
Stockholder's equity
Common stock, $1.00 par value, authorized
1,100,000 shares; 247,439 shares issued and outstanding 247,000 247,000
Additional paid-in capital 5,408,000 5,408,000
Retained earnings , 2,238,000 2,809,000
Total stockholder's equity : 7,893,000 8,464,000
Total liabilities and stockholder's equity $ 13,926,000 $ 15,625,000

The accompanying notes are an integral part of these consolidated financial statements.
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WS Griffith Securities, Inc.

An indirect wholly owned subsidiary of The Phoenix Companies, Inc.

Consolidated Statements of Operations
For the Years Ended December 31, 2002 and 2001

Revenues
Commissions
Interest and dividends
Investment gains (losses)
Other, net

Expenses
Commissions
Processing charges
Operating and administrative charges from PLIC
Compensation and employee benefits
General and administrative
Legal fees
Registration fees
Clearing fees
Other

Loss before income taxes
Income tax benefit

Net loss

2002 2001
$63,499,000 $ 74,495,000
150,000 377,000
97,000 (33,000)
549,000 647,000
64,295,000 75,486,000
50,328,000 60,558,000
143,000 864,000
5,038,000 4,670,000
4,900,000 4,481,000
2,458,000 2,688,000
151,000 216,000
536,000 569,000
1,103,000 1,021,000
531,000 672,000
65,188,000 75,739,000
(893,000) (253,000)
(322,000) (54,000)
$ (571,000) $ (199,000)

The accompanying notes are an integral part of these consclidated financial statements.
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WS Griffith Securities, Inc.

An indirect wholly owned subsidiary of The Phoenix Companies, Inc.

Consolidated Statements of Changes in Stockholder's Equity
For the Years Ended December 31, 2002 and 2001

Additional

Common Stock Paid-in Retained
Shares Amount Capital Earnings Total
Balance at December 31, 2000 247,439  $ 247,000 $ 2,591,000 $ 3,008,000 $ 5,846,000
Capital contribution by parent - - 2,817,000 - 2,817,000
Netloss - _ - - - (199,000) (199,000)
Balance at December 31, 2001 247,439 247,000 5,408,000 2,809,000 8,464,000
Net loss - - - (571,000) (571,000)
Balance at December 31, 2002 247,439  $ 247,000 $ 7,893,000

$ 5,408,000

$ 2,238,000

The accompanying notes are an integral part of these consolidated financial statements.
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WS Griffith Securities, Inc.

An indirect wholly owned subsidiary of The Phoenix Companies, Inc.

Consolidated Statements of Cash Flows

For the Years Ended December 31, 2002 and 2001

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash
used in operating activities

Depreciation

Deferred income taxes

Reinvestment of dividends from securities

Unrealized investment losses (gains)

Changes in assets and liabilities
Receivables - commissions
Receivables - clearing broker
Receivables - affiliate
Receivables - other
Prepaid expenses
Securities owned, at market value
Income taxes recoverable from Parent
Other assets
Commissions payable
Due to Phoenix Life Insurance Company
Accounts payable and accrued expenses

Net cash used in operating activities -

Cash flows from investing activities
Purchases of equipment

Net cash used in investing activities

Cash flows from financing activities
Capital contributions by parent

| Net cash provided by financing activities '
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental cash flow information
Income taxes paid

2002 2001
$ (571,000) $ (199,000)
453,000 338,000
279.000 505,000
(87,000) (97,000)
(97,000) 33,000
57,000 (1,145,000)
(65,000) 1,471,000
881,000 2,648,000
(15,000) 345,000
(73,000) (53,000)
(90,000) (57,000)
(591,000) (580,000)
427,000 (448,000)
(23,000) 201,000
(556,000) (3,566,000)
(549,000) (1,852,000)
(620,000) (2,456,000)
(125,000) (1,241,000)
~ (125,000) (1,241,000)
. 2,817,000
. 2,817,000
(745,000) (880,000)
5,026,000 5,906,000
$ 4,281,000 $ 5,026,000

The accompanying notes are an integral part of these consolidated financial statements.
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WS Griffith Securities, Inc.

An indirect wholly owned subsidiary of The Phoenix Companies, Inc.
Notes to Consolidated Financial Statements

December 31, 2002 and 2001

1. Organizatibn

WS Griffith Securities, Inc. (the “Company”) is a full-service broker/dealer registered with the
Securities and Exchange Commission and is a member of the National Association of Securities
Dealers, Inc. The Company's principal business activity is selling a variety of investment
products including mutual funds, variable annuities and limited partnership interests (the
“investment products”) through its registered sales agents. Among products that the Company
sells are shares of mutual funds sponsored by Phoenix Investment Partners (the “Affiliate”), and
variable annuities of Phoenix Life Insurance Company (“Phoenix Life Insurance Company” or
“PLIC"). The Company clears all transactions through an unaffiliated broker-dealer on a fully
disclosed basis.

The Company is a wholly owned subsidiary of WS Griffith Advisors, Inc., which is 2 wholly owned
subsidiary of Phoenix Distribution Holding Company. Phoenix Distribution Holding Company is a
wholly owned subsidiary of The Phoenix Companies, Inc. (the “Parent”). The Affiliate is a non-

wholly owned subsidiary of Phoenix Life Insurance Company, which is a wholly owned subsidiary
of the Parent.

2. Summary of Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly owned
subsidiaries (all inactive). All significant intercompany accounts and transactions have been
eliminated.

Reclassifications

Certain reclassifications have been made to the 2001 financial statements to confarm with the
2002 presentation.

Revenue and Expense Recognition

The Company earns commissions from the Affiliate, Phoenix Life Insurance Company and other
distributors, adjusted for various fees, on the sales of investment products. The Company then
pays commissions to its registered sales agents. Commissions on insurance products are '
recorded when accepted by the insurance company. All other commlssmns and fees are
recorded on a trade-date basis.

Cash and Cash Equivalents
Cash and cash equivalents are defined as short-term investments having an original maturity of
three months or less.

Commissions Receivable and Commissions Payable

Commissions receivable represents commissions due the Company from the issuer of the
investment product. Commissions payable represent liabilities for commissions due to registered
sales agents. The payable is recorded concurrently with the receivable.

Securities Owned
Securities owned, which consists primarily of a tax-exempt bond mutual fund, are valued at
market with unrealized gains and losses reflected in the statement of operations.



WS Griffith Securities, Inc.

An indirect wholly owned subsidiary of The Phoenix Companies, inc.
Notes to Consolidated Financial Statements

December 31, 2002 and 2001 '

Fixed Assets

Fixed assets are recorded at cost. Depreciation is computed using the straight-line method with
asset lives ranging from three to seven years. When assets are retired or sold, the assets and
related accumulated depreciation are removed from the respective accounts and any profit or
loss on the disposition is credited or charged to mcome

Income Taxes

The Company is included in a consolidated federal income tax return filed by the Parent. The
allocation of the consolidated tax, based upon the federal tax aliocation agreement, is the amount
of the tax determined as if the Company filed a separate federal income tax return. The
‘agreement provides that any liability, benefit or tax credit resulting from the Company's separate
tax position will be settled currently with the Parent, to the extent used in the consolidated return.

The Company files separate tax returns for all states where its agencies are located, except

Connecticut. The Company is a member of the State of Connecticut combined return filed by the
Parent.

The Company provides for federal and state deferred income taxes on the asset and liability
approach, which requires the recognition of deferred income tax assets and liabilities. Deferred
income taxes are generally recognized when assets and liabilities have different carrying values
for income tax and financial reporting purposes.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions 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.

3. Equipment
Equipment consists of the following at December 31, 2002 and 2001:

2002 2001
Furniture $ 490,000 $ 478,000
Computer hardware and software 1,268,000 1,155,000
Leasehold improvements 72,000 - 72,000
( ‘ 1,830,000 1,705,000
Less accumulated depreciation and amortization (915,000) {462,000)

$ 915,000 $ 1,243,000




WS Griffith Securities, Inc.

An indirect wholly owned subsidiary of The Phoenix Companies, Inc.
Notes to Consolidated Financial Statements

December 31, 2002 and 2001

4, Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule.
(Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the

ratio of aggregate indebtedness to net capital, both of which are defined terms, shall not exceed
15-to-1. At December 31, 2002, the Company had net capital of $1,832,000, which exceeded the
minimum net capital requirement by $1,430,000. The Company's ratio of aggregate
indebtedness to net capital was 3.29 to 1 at December 31, 2002.

5. Transactions with Phoenix Life Insurance Company and Affiliate

Concession revenues for the years ended December 31, 2002 and 2001 include $1,845,000 and
$2,625,000, respectively, earned on sales of mutual funds sponsored by the Affiliate, and
$19,900,000 and $27,071,000, respectively, earned from the Affiliate for sales of variabie annuity
products sponsored by Phoenix Life insurance Company and sold by the Company on behalf of
the Affiliate which is the distributor of the products. Commission expenses for the years ended
December 31, 2002 and 2001 included $19,900,000 and $27,071,000, respectively, paid on sales
of variable annuity products sponsored by Phoenix Life Insurance Company and sold by the
Company on behalf of the Affiliate, which is the distributor of the products. Variable annuity
commissions are paid to the registered sales agents by Phoenix Life Insurance Company on
behalf of the Company and the Company reimburses Phoenix Life Insurance Company.

Compensation and employee benefits are paid by Phoenix Life insurance Company on behalf of
the Company and the Company reimburses Phoenix Life Insurance Company. In addition,
Phoenix Life Insurance Company provides certain administrative support to the Company.

During the years ended December 31, 2002 and 2001, Phoenix Life Insurance Company charged
the Company $4,900,000 and $4,481,000, respectively, for compensation and employee benefits
and $5,038,000 and $4,670,000, respectively, for training and other benefits for the Company's
registered sales agents and for administrative support.

6. Processing Charges

Effective March 31, 2001, the Company terminated its service agreement with a non-affiliated
company and began processing transactions in-house. The Company paid $1,200,000 (included
as an expense in 2000) for, among other things, an orderly transition and the right to recruit
personnel from the prior servicer.



WS Griffith Securities, Inc.

An indirect wholly owned subsidiary of The Phoenix Companies, Inc.
Notes to Consolidated Financial Statements

December 31, 2002 and 2001

N Income Taxes
The components of federal and state income taxes for the years ended December 31, are as
follows:
. 2002 2001
Current '
Federal . $ (592,000) $ (579,000)
State _ (9,000) 20,000
(601,000) (559,000)
Deferred .
Federal _ ’ 243,000 439,000 -
State ' 36,000 66,000
279,000 505,000

$ (322,000) $ (54,000)

The tax effect of temporary differences which gave rise to deferred tax assets is as follows:

December 31

2002 2001
Accrued expenses and reserves $ 79,000 $ 87,000
Contract termination fee - 230,000
. Securities owned 5,000 43,000
Other 8,000 11,000
Net deferred income tax ' $ 92,000 $ 371,000

The foliowing presents a reconciliation of income tax expense computed at the federal statutory
rate to the income tax expense recognized in the consolidated statements of operations:

December 31

2002 2001
Losses before income taxes at statutory rate $ (313,000) $ (89,000)
Meals and entertainment . . 4,000 8,000
Tax exempt interest income (31,000) (34,000)
State tax, net of federal tax effect 17,000 56,000
Other 1,000 5,000

$ (322,000) $ (54,000




WS Griffith Securities, Inc.

An indirect wholly owned subsidiary of The Phoenix Companies, Inc.
Notes to Consolidated Financial Statements

December 31, 2002 and 2001

8. Disclosure About Fair Value of Financial Instruments

Financial instruments are reported in the financial statements either at market value or at
amounts that approximate fair value.

9. . Commitments and Contingent Liabilities

The Company is a defendant in various lawsuits and is the subject of certain claims in connection
with the sales of investments by its representatives. Management believes the amount of
ultimate liability, if any, with respect to these actions will not have a material adverse effect on the
financial condition of the Company. The Company denies liability in the foregoing matters and is
vigorously defending against the actions.

The Company has agreed to indemnify its clearing broker for credit losses that the clearing broker
may sustain from the customer accounts introduced by the Company. Should a customer not
fulfill their obligation on a transaction, the Company may incur a loss. During 2002, the Company
did not incur a loss due to counter-party failure.

The Company is engaged in various trading and brokerage activities where the counterparties are
broker-dealers. In the event counterparties do not fuffill their obtigations, the Company may be
expodsed to risk. The risk of default depends on the creditworthiness of the counterparty or issuer
of the instrument. it is the Company’s policy to review, as necessary, the credit standing of each
counterparty with which it conducts business.

The Company has a noncancelable lease for its office space, which expires January 15, 2008.
The lease provides for certain rent escalations on each anniversary of the lease commencement
date. For financial reporting purposes, rent expense is charged to operations on a straight-line
basis over the term of the lease. At December 31, 2002, the aggregate minimum annual
obligations under the operating lease were as follows:

Year Ending December 31,

2003 . ) $ 420,000
2004 : 437,000
2005 454,000
2006 , _ 473,000
Thereafter » 552,000

$ 2,336,000

Rent expense was $410,000 and $372,000 for the yeafs ended December 31, 2002 and 2001,
respectively.

-10-
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. Additional Schedule |
WS Griffith Securities, Inc.
An indirect wholly owned subsidiary of The Phoenix Companies, inc.
Computation of Net Capital and Aggregate lndebtedness Under SEC Rule 15¢3-1
December 31, 2002

Stockholder's equity $ 7,893,000
Less non-allowable assets :
Unsecured receivables S 3,352,000
Unsecured concessions due from affiliate ' 246,000
Deposits : o 116,000
Prepaid expenses ' 524,000
Deferred income taxes ‘ 92,000
Equipment, net 915,000
Other assets 383,000
Net capital before haircuts on securities positions , 2,265,000
Less haircuts on securities owned ‘ (245,000)
Other ‘ , . : (188,000)
Net capital 1,832,000
Net capital requirement
Greater of 6.8667% of aggregate indebtedness or $250,000 402,000
Excess net capital . ' ' $ 1,430,000
Aggregate indebtedness , ‘
Total liabilities in consolidated statement of financial condition $ 6,033,000
Total aggregate indebtedness $ 6,033,000
Ratio of aggregate indebtedness to net capital : 3.29

There are no material differences between this computation of net capital and the corresponding
computation prepared by the Company for mclusmn in its unaudited Part 1A Focus Report as of
December 31, 2002.

-11-



] Additional Schedule i
WS Griffith Securities, Inc.
An indirect wholly owned subsidiary of The Phoenix Companies, Inc.
Computation for Reserve Requirements and Information Relating
To Possession or Control Requirements Pursuant to SEC Rule 15¢3-3
As of December 31, 2002 '

The Company has complied with the exemptive provisions of Rule 15¢3-3 under subparagraph (kK)(2)(ii).
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PRICEAATERHOUSE(COPERS

PricewaterhouseCoopers LLP
750 B Street, Suite 2900

San Diego CA 92101
Telephone (619) 744 8000

P

Report of Independent Accountants on Internal Control
Required by SEC Rule 17a-5

To the Board of Directors and Stockholder of
WS Griffith Securities, Inc.

In planning and performing our audit of the consolidated financial statements and supplemental

~ schedules of WS Griffith Securities, Inc. and its subsidiaries (the “Company”) for the year ended
December 31,2002, we considered its internal control in order to determine our.auditing procedures for
the purpose of expressing our opinion on the consolldated financial statements and not to provide
assurance on the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC"), we
have made a study of the practices and procedures followed by the Company, including tests of
compliance with 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 and net capital under Rule
17a-3(a)(11); and
2. Determining comphance with the exemptive provisions of Rule 15¢3-3.

Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the
Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 172-13;

2. 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; and

3. 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 internal contro! and
the practices and procedures referred to in the second paragraph of this report. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of contro! and of the practices and procedures referred to in the second paragraph of
this report, 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 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 generaily
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the second paragraph of this report.
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Because of inherent limitations in internal control or the practices and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection of any evaluation of internal control to
future periods is subject to the risk that controls 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 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 Company'’s practices
and procedures were adequate at December 31, 2002 to meet the SEC’s objectives.

This report is intended. solely for the information and use of the Board of Directors and Stockholder,
Company management, the SEC, National Association of Securities Dealers, Inc., 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.

e o (s S

February 5, 2003
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