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NAME OF BROKER-DEALER: First Winston Securities, Inc. OFFICIAL USE ONLY
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OATH OR AFFIRMATION

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

— First Winston Securities, Tnc , as
of___December 31 ,20_ 03 aretrue 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:

JO ANN WILLIAMS
NOTARY PUBLIC

DAVIE COUNTY, NC
My Commizsion Expires .é_u_

//0% /// ///Z/%

Sob Gn [l

" Notary Public

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

& (a) Facing Page. :

Bd (b) Statement of Financial Condition.

& (c) Statement of Income (Loss).

Bd (d) Statement of Changes in Financial Condition.

& (e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

B 6 Statement ofChang‘és in Liabilities Subordinated to Claims of Creditors.

& (g) Computation of Net Capital.

[0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

& (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3 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.

B (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

X (o) Independent auditors' report on internal accounting control.
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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[Buiiler
IS BE, L || Seied Public

Stockholders and Directors
First Winston Secuirities, 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, 2003, 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, 2003,
and the results of its operations and its cash flows for the year then ended in conformity
with U.S. generally accepted accounting principles.

bl ¢ Cueier, LLP

Winston-Salem, North Carolina
January 16, 2004



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART i

gFlOKER OR DEALER

First Winston Securities, Inc.

N|2

2 Cush seqreqated in compliance with

federal and other reguiations

3 Recewvable from brokers or dealers

and ctearing organizations:

A, Failed to deliver:

3

1. Includable in "Formula for Reserve

. Secunities borrowed:

1. Includable in “"Formula for Reserve
Requirements™ . ... ... .. PP
2. Other

. Omnibius accounts:

1. Includabile in ""Formula for Reserve
Reaquirements’ ... v ie i
2. Other

Clrating nrganizations:

1. Includabte in "Formula for Reserve

Requirements™ . ... .. oL o
2 Other oo e e
[ 10 Y- RPN

Recueivables feom customers.

“A. Securinies accounts:

8.
C.
Hecaivabiles from non-customers:

A. Cash and fully secured accounts
B.

Securities purchased under agreements

A

1. Cash and fully secured accounts .. ... ..
2. Partly secured accounts .. ... ...
3. Unsecured 82C0UNIS o v v i e oo na e cn s
Commadity 8CCOUMS. .ottt

Allowance for ttoubtlul accounts. ... .. ...

Parnty secured ond unsecUred accounts . . . .

to resell

Secunitins ynd spot commoditing owned,

at markel value.
Bankers acceptances, cerificates of
deposit and commercidl paper .. ... ...
U.S. and Canadhan government
obhigations . ..o e
State and municipal government
obligations

Corparate obligations

STATEMENT OF FINANCIAL CONDITION
As ol IMM/DD/YY) 12/31/03

secFiLeno._8-38999 . [ 93]

Consolidated [

198
Unconsohdated 199
ASSETS
Allowable Nonallowable ~Total

Ts 100,790 [200] $ 100,790 [7s0

210 760
220
230 [770
240 o
250 [ 780
260
i 270 790
280 e—
290 [ ‘800 |
300 $ Iss0] v __*______,_,___l glgj
310
320 560
570
’ 330 | 580 .
Y )| 335 ¢ )] 530 [s20]
340
350 600 [__é@
[360]7 605 l—é@
370
380
1,264,336 390
M 400

OMIT PLNNILS



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART U

BROKER OR DEALER First Winston Securities,Inc.

assof_12/31/03 "

13.

STATEMENT OF FINANCIAL CONDITION

ASSETS

Allowable
E. Stocksandwarrants . ................ Ts 410
FoOptions . oot 420
G. Arbitrage. ... .. R ' 422
H. Other securities .. ....vue ... .. 424
1. Spotcommodities ................... 430

Securities owned not readily marketable:
A AtCost Y8 [130
B. Atestimated fairvatue ...............

[aa0] s

flonallowable Total

s 1,264,365 5]

72,100 [&9] 72100 [®s0]

Other investments not readily marketable:

A AtCost ..% ]140 ]

B. Atestimated fairvalue ............. .. 450

620] v Tan)

Securities borrowed under subordination agree-.

ments and partners’ individual and capital
securities accounts, at market alue: )

A. Exempted
securities . . $ 150 i
B. Other ....$ 160 | T 460 630] _ o [eso
Secured demand notes-
market value of collateral:
A. Exempted
securities . . $ 170 » o
B. Other ....$ 180 470 640 o [s%
Memberships in exchanges:
A, Owned, at markel
value. . ... 3 ﬁm
B. OwWned alcost . c o vvnennnnene., (e50]
C. Contributed for use ol company, v .
atmarketvalue ................ ... |' 660 . L 90_D_J
Investment in and receivables lrom
affiliates, subsidiaries and L L
associated partnerships . .............. 480 70| ) ) 910
Pioperty, furniture, equipment, leasehold
improvements and rights under
lease agreements
Al cost {net of accumulated .
depreciation and amortization) . ... ..... 490 1 ’ 526 @ 1 Py 526 l 929]
Other Assets:
A. Dwvidends and interest receivable. ... .. . . 12 ’ 479 Tso0 690
B Free shiDments ..o vrn 510 700
C LoansandadvanCes. ... .............. 520 710
D Miscellangous ... oovvee o o 530 720 12, ll-7\q . 930
TOTAL ASSETS ... ... .. .S 1 277 gays 1590]%¢ 73,626 1730s__1 451 260 1%

OMIT PENNIES



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART il

BROKER OR DEALER First Winston Securities, Inc.

asof _12/31/03 "

7.

18.
19.

20.

21,

23.

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND OWNERSHIP EQUITY

Al Non-ALl
Liabilities Liabilities « Liabilities * 'l'_o_lﬂ
Bank loans payable:
A. Includable in " Formula lor Reserve
ReQuirements™ ... ................. $ 1030] 1240 s (1260
B OtNEr ot 1040 34,000 1250 34,000 [1470
Secunities sold under repurchase agreements . , 1260 1480
Payahle 1o brokers or dealers and
clearing organizations:
A. Faled to receive:
1. Includable in “Formula for Reserve )
Requirements” . .. .. ... ... ... 1050 1270 1490
2. Other ...t e 1060 1280 1599‘
B. Securities loaned:
1. Includable in *'Formula Jor Reserve . .
Requirements’, ... .o i u, 1070 7V. : ) 1519:-‘
2.0ther ... M 1080 [1290] w1520
C. Omnibus accounts:
1. Includable in “"Formula for Reserve
Requirements’, ... envn.., 1080 1530
20 0NEr e e 1095] 7, [1300] 1540
0. Clearing organizations:
}. Includable in "Formula for Reserve _
Requirements™, .. oL 1100 ’ 1—5_5?}
2 Other L. 1105 1310 1560 |
E Oher .o 1110 1320 11570
Payable 1o customers:
A. Securities accounts -including free credits : I
of ... TS 950 1120 y 1580 |
B. Commonities 36COUNTS ..o ere ... M 1130 ] 1330] 1590
Payahle 1o non customers:
A, SecUrities 3CCOUNTS v v e v v e en e vns s 1140 1340 1600
B. Commodities accounts .. ... v 1150 1350 1610 |
Securities sold not yet purchased at market
value - including arbitrage
O it s i [960] [1360] [T620]
Accounts payéble and accrued liabilities
and expenses:
A Draftspayable. ... vivvenn.. R 1160 1@_1
B. Accountspayable ... ... . 0 994 1170 994 ‘sd_o_
C. Income taxes Payable ..o, vivuenenann 1180 M 1650
O. Delerred inCOME taXBS. + o v v vnenosonn M [1370] 1660 |
E. Accrund expenses and other liabilities. . .. 1190 1670}
F O ot M 1200 [1380] 1689

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

OMIT PENNIES

BASIC FILERS ONLY
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER First winston Securities ssof__12/31/03 -

4.

25.

27.
.28.

29.

30

3

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND OWNERSHIP EQUITY (continued)

Al Non-A.l. :
Liabilities Liabilities « Liabilities » : Total
Notes and mortgages payable:
A UNSECUred . .. .o o et $ 1210 | I R T T
B Secured. ... Y 1211 | s f130) - . 1700

Lratnlibes subordinated to claims of

generat creditors:
A. Cashborrowings ... ................. l 1400 | ST l_1_7_\.0—
V. from outsiders ..V.S l 970 ]
2. lncludes.equny subordination {15¢3:1 {a}}

of ....... $ ‘ 980] mm e e v —
R. Securities borrowings, at market value; _ | 1410' S ) L [_1—720

from outsiders $ 990
C. Puisuant to secured demand note —

COMateral 3greBmMEentS; « v l 1420 ' y : - S 1130
1. tram outsiders $ . 1000 : ’
2. Includes equy subordination (15¢3-1 {d)}

ol ....... $ 1010
D. Exchange memberships contributed for e

use of company at marketvalue .. ... ... M l 1430 l = S 'ma—o—
E. Accounis and other borrowings not o

yuahfied for net capital purposes .. .. ... 1220 1440

TOTAL LIABILITIES ... ... .. .. $ 99/ 1230 | $ 34,0005 1450} 8 34.99/4 [1750

Ownership Equity

Sale proprietorshiD L. o e s I 1770
Partnershup- imited .

partners .. ... $ ‘1020 ....................................................... i 1780

Carparation
AL PreReIred STOCK « o vt it et e e e e e e e e s 1791
B COMMON STOCK 44ty vt ettt ettt e e e et e e e e e e X 542 .859 1782
G A onal Patd- N CaDIlal L e e e e e e e e e e e e 179
D BeIuimed a5MINgs o oo vt vt e e e e e e 8713 , L07 178¢
B T 1,416 _266_117%
- . { ) 1790
F L Less Capital S1OCK M BTBASUIY . L e ettt e et e e e e s
TOTAL OWNERSHIP EQUITY ottt et ettt et e e e e, $_ 1 416.266 1801

s_ 1,451,260 [isv

OMIT PENNI

TOTAL LIABILITIES AND OWNERSHIP EQUITY .o i e

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

BASIC FILERS ONL

See accompanying notes to financial statements. Page 8



PART II—FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER For the period (MMOOYY) tiom Y, 01/01/03  [2932f1l 2/31 /03] 3933
FlI‘St WlnStOIl Securities ’ Inc. Number of months in¢luded In this statement o 2931
REVENUE ' STATEMENT OF INCOME (LOSS)
1. Commisslons:
a. Commissions on transactions In listed equity securlties executed on an exChange ... . vuvier tivireneneneonnnanes $ _—5—9_3?]
b. Commissions on transactions in exchange listed equily securities executed over-the-counler. .. vvvvreeneennenenn 3937j
€. Commissions on Jisted OPlON 1raNSBCHONS . .\ ottt ettt tit st e e it eeeee e aote s iaaaesetriarenasens 3038‘
d. All other securities commissions .........cieirrinennnnnn, e et e et e e e ,', 3939 [
e. Total securities COMMISSIONS . venevrrnrenennnns e e e e e 3940~j
2. Gains or losses on lirm securlties trading accounts
a. From market making in over-the-counter equily securlties ........ s PR I—J_B—ﬁk
i. Includes gains or (losses) OTC market making in exchange listed equity securities [3943] ’
b, From 1rading 1n @ebt SECURIIIES .ttt ittt ettt e et ie ettt e et e e n st et et 2 . 872 ,070 ’_59_47:
c. From market making in options on a r_tah’onal SECUNItIES BXCRANGO L.ttt vein et etertonens thitaaiia e :!945{
0. From all 01her 1rading .. .uv v vr et et te e et e, R 3949
8. T0lal GAINS OF (10558 S) vt vttt ittt ittt e ie s it et et e e e e e e e e 3950:1
3. Gains ot losses on firm securities investment accounts
a. Includes realized gains (losses) ....... F 4235
b. Includes unrealized gains {10SSES) . ... ..ttt iin ittt iiiirrit e 4236
C. Total realized and Unrealized Gains (10SSES) o\ .t v ettt te e tne e et es et e e et e e s e eeee et e reanenneaaennins LY ISR r:'l_s_fsl
4. Prolits or {losses) from underwriling and SelliNg GroUDS « ... uuut it e eernernrnnananerennenns e, 55,216 3955
a. Includes underwriting income from corporate eqully securities .......covnvnnnennns [4237
LT VT T4 11 T Y- .- XL N 3980
6. Revenue from sale of invesiment company shares .................... P e ) 3970
7. Fees for account supervision, investment advisory and adminisirative ServiCes ..........ocuyivurenvnrnernnnssnns 3975
8. Ravenue (rom research SEMVICES ... ..t .. ittt eitaet it tace ettt raanataans s eottannaaratss 3980
9. Commodities revenue ..........ceouvervonns P OGP 39901
10. Other revenue related to securities business ............. S P M 3985
11, ONEr TBVOMUD ..ot ettt e et s s rnetnrnnsnneneeenes TR PP . -53,580 3395
12, 01l FRVEAUB .tivvereeaeen e cerenniernereeatnarneeees e P s 2,980,866 | 49030,
EXPENSES _
13. Registered representalives’ COMPENSAlION .. ... sttt ittt actnasinertseatsnontsaasrarasnrsoaets $ 640 » 199 ql_‘_o
14. Clerical and adminisiralive employees’ EXDEMSES .. ..ttt ittt ettt ettt s e iaass s raaris 16E, 541 4_01?
15. Salaries and other employment costs for general parlners, and voting stockholder officers ... .....coiiiiiinnen 914 ’ 967 4120
a. Includes interest credited to General and Limited Partners capital accounts ........ [413‘)]
16. Floor brokerage paid lo certain brokers (see definition) ... .. vttt i 40_§_S
17. Commissions and clearance paid o all other brokers (see definitlon) .. .....ovvevenns, J M 4145
18. Clearance paid to NoN-brokers (5e@ definllion] .. u e e i e ettt it iar s ieaaeaaterrsarrsnasesens 63,436 4138
19. Communlicatlons ............ccoovuvnnn. e PN 61 s 776 4059
20. OCCUPANCY ARG EQUIDIMANT COSIS ...\ v ettt tur et e et e as e ae e ae s e ne e estreerernesenetanronsennassssnessns 392 _ﬁ[}95 4087
bR T o €Ty Ve T4 T T T LB o1 7 - R R R 690 4150
22, Inlerest expense ,....... e PR P S A S 7.986 4075
8. Includes Interes! on accounts subject lo subordination agreemants .......vovvennnn. [4070 .
23, Losses in error account and DA GBS ... ..t it iie it e e e et e et a e e . 4170
24. Data processing cosls (including service bureau Service Charges) . ..... oo ivuisonusssrernsesnersenneonnes y 2.661 4186
25, NOMTECUITING CharGOS o vttt sttt sttt e e e e it ta et s e sa s anar e aretannentenns e 4190
26, ROQUIAIONY 1885 BN EXDBNSES .. vueve s tvruee e saa e e et e csaaeahansnsetseneseneesnesssessosatsasaesaess 6,223 4185
27, OREC BXDONSOS . oottt e e e e e et eete s e it arens e e e e e e e 106 , 206 4100
28, TOl8) BXPOMSES L\ttt ittt e e e e e O s 2 _001.180 4200
NET INCOME e -
29. Income {loss) belore Federal income laxes and items below (Nem 12 Jess 11om 28) ... c.unveiveerneniinininnennss $ ‘979 .686 4210
30. Provision tor Federal income laxes {for parent only) ... ..o ittt 0 4220
31. Equity in earnings (losses) of uncansolidaled subsidiaries not included above ..... SN y 0 4222
a. Aller Federal income 1axes O ... iveierent i nesavieariontaes e e 1, W
32, Extraordlnary gains (losses) ...............s e e e e enee e 0 {—422—"_
a. Alter Federal income taxes of ......cviiivvivivreriuienen e e @ -
33, Cumulative ellect of changes in accounting prinCiples ... .. v i ii ittt 0 “_2_5_
34, Ne! income (loss) atier Federal income taxes and ex1raordinary ilemMs .....ouiieieniiiiii i innenresnns $ 979 1686 A230

MONTHLY INCOME

ar

PO, lanerant manth nnlv) belore provision for Federal income taxes 8nd extraordinary fems...ovvereineinr onns $




- FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
= Capital Withdrawals
= PART H
BROKER OR DEALER  First Winston Secuirti€s.wmoovyinom. 01/01/03 . w0i2/31704 "

RECAP
Ownership Equity and Subordinated Liabitities 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. Equity Capital
A. Partnership Capital.
Vo GENeral POrtners « ..ot i ettt TS 4700
2. MR e e e e 4710
3. UNdGtbuted Prohits . o oo e e 4720
4. Other [deseribe Below). o oo o vt e o 4730
S S0le ProprietOrshil v e e e 4735
8. Corporation Capital!
1. COMIMON SI0CK « ottt ittt 4740
2. Preterred STOCK L v\ttt e 4750
3. Retaned Earnings [Dividends and Other). ... .. o oo i " 4760
4. Other [describe below) . . oo e ) - 4770
2. Subordinated Liabilities .
A. Secured Demand NOTeS . oo ettt e 4780
B. Cash SubOrdmations ..o e 4790
C. Debentures ....o...... e P 4800
D. Other {describe below) oo i i RSP R 1AL
3. Other Anticipated Withdrawals ,
AL BOMUSES . . i e e e e e e e 4820

8. Voluntary Contributions to Pension or Prolit Sharing Plans ................ .', 4860
s 4870

..................................................... ‘. e ‘. PO e I 4880

4. Description of Other

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

1. Balance, DEGINOING OF DBIIOT + v vt vttt e ettt ettt e ettt et et e e e e $ 1,538,868 4240
AL NEt1NCOME 1108S] « v vttt ittt et e e e e s 5 979, 686 | 4259
4260
B. Additions {includes non-conforming capital of .. .. ...... P $ 4262 1)
C. Deductions {includes non-conforming capital of .. ... vt v vven v rnanreon. $ 4272 1) L, ‘LUZ" 283 | 4270
2. Batance,end of period {From 11em 1800) L . . . . . e e e $ 1 , A]ﬁ, Y46 42941
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, Beginting OF PEIIOG .. e vt uet ettt en ettt a e it e e e $ 0 d;?(;
4
L LT 2 T 1 1. S R 70
(<IN o LT T -7 T -2 T { ! 35
4. Balance, end 0f Period {From iTBM 3520) « ot uvt e rten oo nan et tason o aaeen et $ 0

OMIT PENNIES
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FIRST WINSTON SECURITIES, INC.
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2003

OPERATING ACTIVITIES

Net income $ 979,686 -
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation 1,130
(Increase)/Decrease in operating assets:
Securities owned, net 1,882,519
Interest receivable 28,981
Increase/(Decrease) in operating liabilities:
Accounts payable 405
Payable to broker - dealers (30,954)
NET CASH PROVIDED BY OPERATING ACTIVITIES 2,861,767
FINANCING ACTIVITIES
Re-payment of secured short term bank loans, net (1,760,000)
Dividends paid (1,102,288)
NET CASH USED IN FINANCING ACTIVITIES (2,862,288)
DECREASE IN CASH (521)
Cash, Beginning 101,311
Cash, Ending $ 100,790
Supplemental cash flow disclosures:
Interest paid 7,986
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 settiement 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
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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, 2003:

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

99,757
Less: accumulated depreciation and amortization 98,231

$ 1526

NOTE C: SECURED SHORT TERM BANK LOANS

At December 31, 2003, 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% (3.6700%) at December 31, 2003. At
December 31, 2003, the loan balance of $34,000 was fully collateralized by the Company's trading
inventory, which had an aggregate market value of $1,264,365. The agreements with the bank
expire on May 30, 2004.

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

issued contracts. At December 31, 2003, the Company expected no losses from such open
commitments.

Page 13



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, 2003 are as follows:

2004 $ 18,339
2005 7,704
$ 26,043

Rent expenses under this lease was $17,979 in 2003.

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, 2003, the Company had net
capital of $1,269,140, which exceeded its required net capital of $100,000, and its net capital ratio
was .0007 to 1.

Page 14
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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, 2003, and have issued our report thereon dated January 16, 2004. 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.

Bt ¢ @urlce, LLP

Winston-Salem, North Carolina
January 16, 2004
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I

BROKEROR DEALER First Winston Securities, Inc. asof ___

19/31705

1. Total ownership equity {from Statement of Finangial Condition — 1tem 800}, . .. . .\ v oo $
2. Deduct Ownership equity not allowable for net CBPI) e {
Tota! ownership equity qualitied for net CaPIA o e

4 Add

A. Liabdities subordinated to claims of general creditors allowable in compuytation of netcapital. ......,..........
8. Other [deductions) crallowable eredits (List) ... oo, L, 3

COMPUTATION OF NET CAPITAL

1,416,266[3%0

| 3490

1,416,266/ 350

G w e s aan e e

[3s520

3525

1,416,266 3530

Deductions and/or charges

A. Toral non-allowable assets feom

Statement of Financial Condition (NoteBand C} .................... ..., s " 73,626( 3540
). Addibonal charges for customers’ and
NON-CUSIOMErs’ SECUTIY BECOUMS L. v e it vt it e e e e e, ‘ 35%0 ] :
2. Additional charges for customers' and
NoN-CuUsStomMers’ commMOdily 3CCOUNTS. .. u v s s s e s, e e 3560
B. Aged fail-to-deliver: ... .. e 3570

1. Numberofitems ................ ;!; 3450

C. Aged short security differences-less

teserve Of oL oL $ 3460 )',' l 3580'

numberofitems.................. 3470

D. Secured demand note deficiency .. ... .. [ | 3590 ]

proprietary capital Charges . .. e 3600
F. Other deductions and/or charges . .. ........ 3610
3615

G. Deductions for accounts carried under Rule 15¢3-1(a)(6), (a}{7) and (c}(2)(x} ..

1. Total deduclions @n0/0r Charges . ...ttt v ceuu et ettt ettt et tnaienaeencnaranenonsenatnoesnteeeneeenees

Other additions and/or alfawable credits (Listh. it e i e e e i .
Net Coprtal belore hamcuts On SBCUIITIES POSITIOMS L L, L., it i ittt ettt e i et e e 3 1 s 3!{2 . 6!{(! __?_Sﬁ

363

73,6262

9 MHawcuts on secunitics: {computed, where apphicable,

pursuant 1o 19e¢3-1 (D ).
A, CONractual SECUILIBS COMMITMENTS L o v it vttt sttt 1,969 3660
B. Subordinated securities DorrowWings ., .ottt e 3670
C. Trahng and Investment securities:
1. Bankers’ acceptances, certificates of deposit
and COMMErcid! PAPEr . L .. i e e e e s J'l 3680
2 U.S. and Canadhan government obligations . ... .. it iiu e 3690
3. State and municipal government obligations .. ... . ... . Lo 71 ,531 3700
8. Corparate OhlGatIONS o vttt it ettt e 3710
5. S10CKS AN WAITBNIS . L ottt e e e 3720
6. OPLIONS L e e e 3730
7. "Arbitrage .. ... e e 3732
B, OHhEr SECUMIICS o oot e et e e e 3': 3734
D UnUue CoNCENITatION. L. L ittt e e e 3650 o e et e s
B Ot LSt e e e e 3736 ( . 73. 50 ’_};
T N COD A e e e e e e e e e s $ 1 e pm



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

BROKER OR DEALER First Winston Securities, Inc. as ot 12/31/03

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11, Miromum pet capital required (8-273% OF 1ine 19) . e e S - 66[ KEEE
12 Muumum dollar net capual requirement ol reporting broker or dealer and munimum net capital requirement ol ’ _
subsidianes computed 1n accordance with NOtE (A) .. . s S ) 100, 000 FS—757
13. Net capital requirement (greater of hne 11 or 12} ... .. EP e s 376
@l requement (g ! ) 100,000
14, Excess net Capital (hne 101855 1) . i e e S 37
' - PR " - e i ey
15 Excess nel capiial al 1000% (line 10 less 10% aof fine 19) ... ... .. .. ........ e “ S - 1:.269 . 0411378
COMPUTATION OF AGGREGATE {INDEBTEDNESS
16. Total AL habilines from Statement ol Finangial Condilion . ... .o S o o 9941 378
V7. Add:
. v
A, Dralts 10r immediale Credil ...\ v ittt e S l 3300)
B. Market vatue of secunilies borrowed lar which no
equivalent value is paid Or Credued . ... .t e s 3810
C Other unrecorded amounts {List) ... ..t 1B ; 3820 |§ 383
18. Deduct: Adjustment based on deposits in Special Reserve Bank Accounts (1563-1 () (1) (Vi) «oorvroeeeronnnn $ 383
19. Tolal 2GQregate INODIEONESS . .\ oottt ettt et e et e e et e e AT, .. 8 . o 994_ 384
20. Percentage o! aggregale indebledness 10 nel capital {tine 19 — by lne 10) . ... v ittt i nauns oo Tl n 385
21. Percentage of Aggregate Indebtedness to nel capital aller anlicipaled capital withdrawals
{line 19 « by line 10 less ltem 4880 page 1)
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B N/A
22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3
prepared as of the date of the net capital computation including both brokers or deateis
v
and consolidated subSIdiarnies’ GobilS ... . i e e e v $ jjm
23. Minimum dollar nel capital requirement of reporling broker or dealer and minimum net capital o
requirement ol subsidiaries compuled in accordance wilh NOIE {A) . .. i in it i it i S 38e
24, Net capital requirement (9reater of Ne 22 0F 23] o vt e e e e e 3 37¢
25, Excess net capilal (0@ 10 1855 24) ... L e e e e $ 391
26, Percenlage of Net Capital to Aggregate Debits (line 10 <~ by line 17 page B) ........ovvun v onnnn. P % 38¢
27. Percentage ol Net Capital, alter anticipaled capital withdrawals, to Aggregate Debits
(line 10 less ltem 4880 page 11 = Dy e 17 page B) .. L. ittt e e e e e %o ]335
28, Net capital in excess ol:
. . y l39’
5% of combined aggregate debit items 0r5120,000- . ... ... L e e " S .
OTHER RATIOS
Part C N/A
29. Percentage of deb! 1o debl-equity 10lal compuled in accordance wilth Bule 15C3-3 (d) ... . e, % : 133‘

30. Oplions deductions/He! Capital ratio (1000% tesl) total deductions exclusive ol hiquidating equity under

2]

Rufe 15¢3-1(a)(6), (a)(7) and (F12)(x) == Net Capital L. ..ttt et et e e i e e e %

NOTES:
(A) The minimum net capital requirement should be computed by adding the minimum dollar net ¢capita! requirement

ol the reporling broker dealer and, for each subsidiary o be consolidated, the greater of:
1. Minimum dollar net capital requirement, or
2. 6-2/3% of aggregate indebtedness or 2% of aggregate dabits if alternative method is used.

(B} Do not deduct the value of securities borrowed under subordination agreements or secured demand noles

covered by scbordinalion agreemenls no! in satisfactory 1a:m and the markel values o! memberships in
exchanges contributed lor use ol company (contra lo item 1740} and partners’ securities which were
inciuded in non-aliowable assels.

(C) For reports hiled pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material

non-aliowable assels.



FIRST WINSTON SECURITIES, INC.
AS OF DECEMBER 31, 2003

RECONCILIATION OF COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION WITH COMPANY'S COMPUTATION (included in
Part Il of X-17A-5 as of December 31, 2003)

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, 2003.



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER

as of : ]?l'ﬂ Lh"%

First Winston Securities, Inc.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDOER RULE 15¢3.3
(See Rule 15¢3-3, Exhibit A and Relaled Notes)

CREDIT BALANCES

1.

10.
1.

Free credit balances and other credit batances in customers’
securily accounts (see Note A, Exhibit A, Rule 15¢3-3) ... ... .o ivirnnn, w $ 4340
Monies borrowed collateralized by securities carried for the accounts

of customers (see NOtE B .. i i i e et it 4350
Monies payable against customers’ securities loaned (see Nole C) ........... 4360
Cuslomers’ securities lailed o receive (see Nole D) ... ....vovireneennnnnen, 4370

Credit balances in firm accounts which are atitibutable to

PrinCipal $ales 10 CUSIOMEIS ...\ ettt e ittt it r e iraeans 54380 I

Market value of stock dividends, stock splits and similar distributions
receivable oulstanding over 30 alendar days . ...ouvevrorrrennerennrennns 4330
**Market value of shorl security count dillerences over 30 calendar days old .... 4400

**Market value ol short securilies and credits (not lo be oliset by longs or by
debils) in all suspense accounts over 30 calendar days .........cveuvenannn o | 4410 l
Market value of sacurities which are in transter in excess of 40 calendar days

and have not been conlirmed to be in lransfer by the transter agent or

the issuer QuIng the 40 GaYs ... . ettt et it s et ianeneees 4420

Other (iSt) e e s
TOTAL CREDITS

4425

DEBIT BALANCES

12. **Debit balances in cuslomers’ cash and margin accounts excluding unsecured

accounts and accounts doubtlul of collection net of deduclions pursuant lo

Nole €, Exhibil A, Rule 15€3:3 .. .iiuiirinieriinnererneer tieeeinonnn $ l444°|
13. Securities borrowed 10 ellectuale short sales by cuslomers and

securilies borrowed lo make delivery on customers’

securities failed to deliver ... ... . e 4450
14. Failed to deliver of customers’ securities nol older than 30 calendar days ...... 4460
1S, Margin required and on depostt with the QOplicns

Clearing Corporation for all option contracts

written or purchased in cuslomer accounls (See Nole F) ..........ovev.n. 4465
16, OINEE (LIS} ..ttt et e e e e e M 4469 o
17, *TAQGrEQale eIl HBMS © .. u i\ttt et e e e e $ o » 44
18. *'less 3% (lor allernative method only — see Rule 1583-1 (1) (5) (1)) + v v v vnnen et ettt e eneerannnnes ( R ) 44
19, TTTOTAL 15633 DEBITS ..t ie ettt it et et e e e e e e e s 4t
RESERVE COMPUTATION y e T
20. Excess of lotal debils over total credils (ine191less line 11) .. .. .. . . . . . . i R w$ T ) 4
21. Excess of tolal credils ‘over total debits (line 111essline@ 19) . .. ... .. . . i e K 4
22. It computalion permitied on a monthly basis, enter 105% ol ) e e e e

excess Of 101al €redils over 1018 debils .. . .ot uur ey ittt it i e e : L ‘ F
23. Amount held on deposit in "Reserve Bank Accounlt{s)", including -—

value of qualified securilies, at end of 1epOrting PerIOd . .. it it n it nnra et i ,__4_‘
24. Amounl of deposit {or wilhdrawal) including 4%

$ {8515 | value of qualilied SECUIINIES «. . vvvvetie e —
25. New amount in Reserve Bank Account(s) aller adding deposit or subtracting withdrawal including s o ’4_(
$ 74525 | value of QUANIIET SECUTIIIES  «vvneenvr e sasas s ee s an e nr e "

26, Date of deposil MM DY Y i i e e e e e oMIT PEN

FREQUENCY OF COMPUTATION

27. Daily ] 4332] Weekly ] 4333] Monthly [4334)

*‘In the event the Nct Capital Requirement iy computed under the aliernative mathod, Ihis "Reserve Formula™ shall be

aranscad in acrardance with 1he requiremants of paragraph {t} ol Rule 15¢3-1.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I

BROKER OR DEALER Fjrst Winston Securities, Inc. asot 12/31703

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

EXEMPTIVE PROVISIONS
28. Il an exemplion from Rute 15¢3-3 is claimed, identily below the seclion upon

which such exemplion is based {check one only)

A. (k) (1)—3%2,500 capital category as Par RUle 15C3-1 L. ... iiutit it eiitateetaeernaseranrnennnananesnes M ﬁs—sr
B. (k} {2)(A)—"Special Account for the Exclusive Benelit of
CUSIOMEIS  MaAINIA NG L ittt ittt et ettt vttt es e et X m
C. (x) ({2)(B)—All customer lransactions ¢leared through another
broker-dealer on a fully disclosed basis. Name of clearing
firm. o [4335] [Tas7.
D. (k) (3)—Exempled by order 0l the CoOmMMISSION 1.\ttt ittt rrts s tens e rasnennananaeieianes . 458
Information for Possession or Control Requirements Under Rule 15¢3-3
State the market valuation and the number of items of:
1. Customers’ lully paid securities and excess margin securities nol in the respondent’s possession
of control as of the report date {for which instructions to reduce to possession or control had
been issued as of the report dale} but for which the required aclion was not taken by respondent ]
within the time frames specilied under Rule 15c3-3. Notes Aand B .......o0vuuues e ST $ 458
A NUMDBEE 0F KBS Lttt ittt ettt et e s e e et et ittt e N 456
2. Cusiomers’ fully paid securilies and excess margin securities for which instructions {o reduce
to possession or control had nol been issued as of the report date, excluding items arising
from ‘‘temporary lags which resull from normal business operations’ as permitted under
s [(as¢
Rule 15¢3-3. Notes B, € ang D ... it ittt it i ettt it i iaina s eensiaansissasassnsonanaesan
i 458

A Number of lems .. .. i et e

3. The system and procedures ulilized in complying with the requirement to maintain physicai possession or
control of customers' lully paid and excess margin securilies have been ltesled and are functioning in a

Yes 4584

manner adequale lo fullill the requirements of RAule 15¢3-3 .............vuns

NOTES

A— Do not include in item one customers’ fully paid and excess margin securities required by Rule 15¢ 3-3 lo be in
possession or control but for which no action was required by the respondent as of the report date or required aclion
was taken by respondent within the time frames specified under Rule 15¢3-3,

B — State separately in response lo items one and two whelher the securilies reported in response thereto were
subsequenlly reduced 1o possession or conirol by the tespondent.

C-—Be sure to include in item two only items not arising-from “lemporary lags which result from normal business
operations™ as permittéd under Ru'e 15¢3-3.

D-—Iltem two must be responded 1o only with report which is filed as of the dale selected for the broker's or dealer’s
anaual audit of tinancial stalements, whether or nol such date is the end of a calendar quarter. The response lo item
Iwo should be filed within 60 calendar days alter such date, rather than with the remainder ol this report. This
intormation may be required on a mare lrequent basis by the Commission or the designaled examining authority

in accordance with Rule 17a-5(a)(2)(iv}.

/78
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART (i

'BROKER OR DEALER

asor12/31403

First Winston Securities, Inc.

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

SEGREGATION REQUIREMENTS

1. Nel ledger balance:

T 07 B $ 7010
[T YT T 0T T4 = W
2.- Net unrealized profit (loss) in open futures contracts traded onacontract markel ..o vvviv i in i e rnnneeeronnoas Wﬂ
3. Exchange traded options:
A. Add: Market Value ol open option contracts purchased onacontractmarkel .......ovvieeeiiiiiieieneiereenas [m—ﬂ
B. Deduct: Market Value of open option conlracts granted {sold)onacontractmarket . ....vvevivvivennnss reereaes { )] 7033
4. Netequily (deficit) (1018101 1,2 8N0.3) ..t vetteittiet e ee et e sttt ittt e eete et e iat et iaianaraas [7040]
5. Add accountstiquidating to a deficit and accounts with debit balances withnoopentrades ............. ..ot W
6. Amount required to be segregated (totalof4and5).......... e et ey 7060
FUNDS ON DEPOSIT IN SEGREGATION
7. Deposited in segregated funds bank accounts:
O o T I $ [7070]
B. Securities representing investments of customers' funds (At Market) ... .. ii it ittt it 7080 ]
C. Securities held for particular customers or option customers inlieuof cash{atmarkel) ..... .o [_7@0—]
8. Margins on deposit with clearing organizations of contract markets:
Y O [7100]
B. Securlties representing invesiments of customers’ funds (@t MArkel) .. .ovvv v iiiiiiriiessitrineeneaonnanesas 7110
C. Securities held for particular customers or option customers inlieuof cash(atmarket........ ..ot 7120
9. Settlement due from (to) clearing organizationsof contract markels . .. ... v o i it riia oo [—7—1@
10. Exchange traded options:
A. Add: Unrealized receivables for option contracls purchased oncontract markets. ..o i ii i innenerearons 7132
B. Deduct: Unrealized obligalions for option contracts granted (sold)on contract markets ........ocvvunevreneensnns 7133
11, NElEqUItIEs WIth OtREr FOMS .. tte et e et e e ea e e et s e e et e e e e e n e i et e e e te e a e aseeeaeeis [7140]
12. Segregated funds on hand:
N 0 - P 7150
B. Securilies representing investments of customers’ funds (@t market) ... ..o veeniiiiiriiinrninasiaiirnianneas 7160
C. Securities held for particular customers Inlieuof cash(at market). .. v .ottt i et et eiaasons r71—7ﬂ
13, Total amount in segregation (total of 7through 12) ..o vi it iin it i i it i e i e et $ I—T—‘IBTI
14, Excess (insulliciency) unds In segregalion (13 MINUS 6). . ... v vt vr i et rit ittt er i $ 7190
Page 21



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

BROKER OR DEALER  First Winston Securities, Inc. asof —12/31/0%

Ownership Equity and Subordinated Liabilities maturing or proposed to be
withdrawn within the next six months and accruals, (as delined below),
which have not been deducted in the computation of Nel Capital,

Type of Proposed

withdrawal or N Amzunt 1o be With- (MMDDYY) Expec!
Accruat /A Insider or drawn {cash amounl Withdrawal or to

See below for : Oulsider? and/or Net Capital Maturity Renew

code to enter Name ol Lender or Contributor {In or Out) Va'ue of Securilies) Dale {yes or no)

M 4600 4601

rae0]
M 'Wﬂ 4611
b [620] 4521
y [4630] 4631
M [4s40] 4641
y [as50] B 4651

l M [4ss0] 4661

[

4602

I 4603 I 4604
4612 |4613 l ) 4614
4622 l4623 l 4624

4632 4633 ] 4634

4842 _[asa3] 4644

4652 [4653 |

4662 [ass3] 4664

4572 _ [as73]

4682 [as83] 4584

4692 [a893] 4594
ToTAL 5 [as99°)

OMIT PENNIES

461

463

464

465

SRR

g1

466

y [[a670] 4671
y [4680] 4681

g
EEEREEEEL:

4674 467

o) B e e

EE]:

]
g

469

v 1590 | 4691

*To agree with the total on Recap (ltem No, 4830)

Instructions:  Detail listing must include the lolal of items maturing during the six month period lollowing the
report dale, regardless ol whether or nol the capital contribution is expecled to be renewed. The
schedule must also include proposed capital withdrawals scheduled within the six month
period lollowing the report date including the proposed redemption of stock and payments ol ]
liabitities secured by fixed assels {which are considered allowable assels in the capilal compulation
pursuant to 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

Equity Capital
Subordinaled Liabilities
Accruals

15¢3-1(c}{2)(iv) Liabilities

B WM -

3/78
Page 22



-FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1

BROKER OR DEALER First Winston Securities, Inc. asof_12/31/03

FINANCIAL AND OPERATIONAL DATA
N/A

. Month end tataf number of stock reconnt hreaks urmresolved over three business days Vatuation Numtier
A breakwlong L S 4890 6900}
B breawsshoes . e ys ) 4910 ;'. 4920}

[N}

tvthe Liemn compliance wath Rule 173 13 reqacding peainthe count and .
venlication of securities positions and lacations at least once in each '
ctendter quuarter? (Check one) Lo L Yes E No E
Al I responsic is negative attach explanation af steps heing taken 1o comply with Rute 17313,
A, Personnet employed at end of reporting peniad

A dncome protlucing Personnel . . . e 4950

B. Nonancome producing personnel (all ather] . L L L e e 4960

T Otat  e 4970

4 Aciua! numbres ot ekets ixecuted dunng curtenl Month 0l reporling PaOd . v oo 4980

5 Numbrer of carrecied customer contirmatinns Mailed 31ICr SCHHIBMENL A6 o\ .\ vttt ot e et e e e e e 4990

No. of flems Debit (Short Value) No. ol 1tems Credit (Long Valuel

6 Monry (hifferences L L .'. - 5000 3 5010 5020 ;’,S Em

7 Secuttly suspense accounts. .., .. AU 5040 $ 5050 5060 3 5070

8  Secunty thllmence sccounts. ... L. 5080 3 5090 5100 s 5110

9  Commodity suspense accounts .. .. ..... .. 5120 S 5130 5140 |5150
10 Owven ransactions with correspondnnts,

ather brakers, clearing organizatians,
depnsitores and 1nteroltice and
intrrcompany accounts which cnuld

tsuttan a chargeunresonlved

amounts over 30 culendar days .. .. .. .. 5160 3 5170 I5180 | s

5190

8

11 Bank arcount rrcancilidlions-unrasolbvitd

amounts aver 30 calendar days .. ... L. l 5200 ' y'| 3 5210¥ I 5220 S

5230

12 Open nansters aver 40 calendar days,

natconfumed L L ! 5240 l 5 “ 5250] @ $

152701

1) Transaclans in (0rQan2ation accounts-

owre B0 Calrndar days L M 5280] S 5290 5300 Ys 5310
14 Toml o 5320 s 5330 5340| 5350
15. Failed 10 deliver § business days or longer (21 business days or No. of ltems Ledger Amount Markel Vatue
tongsr in the case of Municipal Securities) ...\ vt cnenrnnen s [s360]s [s361] s 5362
16. Failed to receive 5 business days or longer {21 business days or —— —
longer in the case of Municipal Securities) ................ E353Is LSJG_“J S 5365
17 Secunty concentrations {See instructions 1n Part 1)
AL PrCOIIRIGIY POSIIIONS L o\ttt e e e e e e e e ) 5370
B8 Customers wceaunts untder Rubt 1563:3 Lo L e e s 5374
18 Totd of persocad capital borrowimngs due within $ix Months Lo 0 e 5___ 5378
19 Mucvmum hagrcuts on underwoiting COmmItments cluring I8 Deerad oo e it e e e e e ,', 3 5380
20 Puanneir capital sxpendiures 1o business expansion dunng next $ix MORTAS L ..o e S_ 5382
2V Labihitees of ather indiwviduals 0¢ 0rgamizations quaranteatl By fRSDOOdENt . ...t S 5384
22, Leasc ond rontals payable within ORe YBAr . ..o vt e e e $ 5386
2] Angregar lease and rental commuiments payable for entire torm of the lease
A Gr08S e e $ 5388
B N o e e s 15390 |
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Stockholders and Directors
First Winston Securities, 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, 2003, 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, 2003, 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.

Winston-Salem, North Carolina
January 16, 2004



