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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: : OFFICIAL USE ONLY
First Citizens Investor Services, Inc. :
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INDEPENDENT PUBLIC ACCOUNTANT whose dpinion is contained in this Report*

KPMG: LLP
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{(Address) - (City) Statey (Zip Code)
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OATH OR AFFIRMATION

I, Allen D. Smith , 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 Citizens Investor Services, Inc. , as

of _ December 31 , 20 03 | are true and correct. [ further swear (or affirm) that

neither. the cqx‘npany 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:

Swom to §:/.d subscribed before me this Signature
e 20 President
Title

tils EV\V‘&\EEY; iotary Public
Notary Public M""\ (’buw (é\lN U’PNLQ& (.QJg—O(p

This report ** contains (check alf applicable boxes)

B Facing Page.

Bl (b) Statement of Financial Condition.

O (¢) Statement of Income (Loss).

[3 (d) Statement of Changes in Financial Condition.

[ (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.

0 (g) Computation of Net Capital. :
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
ad

a

O

A

O

O

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

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

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

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




KPMG LLP

Suite 1200

150 Fayetteville Street Mall
PO Box 29543

Raleigh, NC 27626-0543

Independent Auditors' Report

Board of Directors
First Citizens Investor Services, Inc.:

We have audited the accompanying balance sheet of First Citizens Investor Services, Inc. (a2 wholly owned
subsidiary of First-Citizens Bank & Trust Company) (the Company) as of December 31, 2003. This
financial statement is the responsibility of the Company's management. Our responsibility is to express an
opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the balance sheet is free of material misstatement. An audit of a balance sheet includes examining,
on a test basis, evidence supporting the amounts and disclosures in the balance sheet. An audit of a balance
sheet also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall balance sheet presentation. We believe that our audit of the
balance sheet provides a reasonable basis for our opinion.

In our opinion, the balance sheet referred to above presents fairly, in all material respects, the financial
position of First Citizens Investor Services, Inc. as of December 31, 2003 in conformity with accounting
principles generally accepted in the United States of America.

KPMe LIP

January 30, 2004

KPMG LLP. a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, & Swiss cooperative.




FIRST CITIZENS INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First-Citizens Bank & Trust Company)

Balance Sheet
December 31, 2003

Assets

Cash, non-interest-bearing (note 3) $
Cash, interest-bearing

Commissions receivable

Premises and equipment, net (notes 2 and 3)

Prepaid pension

Other assets

Total assets $
Liabilities and Stockholder’s Equity
Liabilities:
Due to Related Parties (note 3) $

Accrued salary expense
Other liabilities (note 4)

Total liabilities

Stockholder’s equity (note 6):
Common stock, $1 par value. Authorized 50,000 shares;
issued and outstanding 50,000 shares
Additional paid-in capital
Retained earnings

Total stockholder’s equity
Total liabilities and stockholder’s equity $

See accompanying notes to balance sheet.

3,712,781
1,250,000
164,664
69,794
414,397
100,000

5,711,636

430,941
375,762
334,212

1,140,915

50,000
450,000
4,070,721

4,570,721

5,711,636
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FIRST CITIZENS INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First-Citizens Bank & Trust Company)

Notes to Balance Sheet
December 31, 2003

Organization

First Citizens Investor Services, Inc. (Investor Services or the Company) was organized as a North
Carolina corporation, and on January 26, 1994, it became a wholly owned subsidiary of First-Citizens
Bank & Trust Company (the “Parent”) through the issuance of 50,000 shares of $1 par value common
stock. The Parent is a wholly owned subsidiary of First Citizens BancShares, Inc. (BancShares), a
financial holding company located in Raleigh, North Carolina. Significant shareholders of
BancShares are also significant shareholders of First Citizens Bancorporation of South Carolina, Inc.
(FCB-SC). FCB-SC, the Parent, and other subsidiaries of BancShares are collectively referred to as
“Related Parties”.

Investor Services is a registered broker/dealer in securities with the National Association of Securities
Dealers, Inc. (NASD) and a registered investment adviser. Revenue is earned through commissions
earmned on securities trades with its customers. The majority of Investor Services’ customers are
located in the southeastern United States.

Summary of Significant Accounting and Reporting Policies

The accounting and reporting policies of the Company are in accordance with accounting principles
generally accepted in the United States of America. The more significant of these policies used in
preparing the Company's balance sheet are described in this summary.

(a) Premises and Equipment

Premises and equipment (which primarily consist of leasehold improvements, furniture, fixtures
and equipment) are stated at cost less accumulated depreciation of $321,983 at December 31,
2003. For financial reporting purposes, depreciation is computed by the straight-line method
over the estimated useful lives of the assets, which is generally from three to ten years.

(b) Income Taxes

The Company is included in the consolidated federal income tax return of BancShares, and
computes its tax expense for federal income taxes using BancShares’ federal income tax rate. A
tax allocation arrangement exists between the Company and BancShares. State income taxes
are computed on a separate company basis since the Company files separate state income tax
returns.

Deferred income taxes are recorded for the temporary differences between the financial

reporting basis and the tax basis of the Company's assets and liabilities at enacted rates expected
to be in effect when such amounits are realized or settled.

3 (Continued)
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FIRST CITIZENS INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First-Citizens Bank & Trust Company)

Notes to Balance Sheet
December 31, 2003

(c) Use of Estimates in Preparation of the Balance Sheet

The preparation of the balance sheet 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 liabilities at the date of the balance sheet. Actual results could differ from those
estimates.

Transactions with Related Parties

At December 31, 2003, the Company had $3,712,781 in a non-interest bearing demand deposit
account at the Parent. Due to Related Parties consists of various items paid by the Parent on behalf of
the Company, such as income taxes and revenue payable accruals per the Company’s applicable
contracts with Related Parties.

During 2003, the Company bought furniture and equipment of $2,938. These transactions were with
the Parent at net book value of the selling party.

Income Taxes

Deferred tax liabilities of $164,238 consist primarily of compensation-related timing differences and
are included in other liabilities. No valuation allowance was deemed necessary on any deferred tax
assets, as management has determined it is more likely than not that the results of future operations
will generate sufficient taxable income to realize the deferred tax assets.

Employee Benefit Plans

The Parent sponsors a noncontributory, qualified defined benefit pension plan (the Pension Plan)
covering substantially all full-time employees, including the employees of the Company. Under the
Plan, retirement benefits are based on years of service and average earnings. The Parent’s policy is to
fund amounts approximating the maximum amount that is deductible for federal income tax purposes.
The Plan’s assets consist of investments in the Parent’s common trust funds, which include listed
common stocks and fixed income securities, as well as investments in mid-cap and small-cap stocks
through unaffiliated money managers.

The Parent also sponsors a defined contribution savings plan (the CAP Plan), covering substantially
all full-time employees, including the employees of the Company. The CAP Plan permits eligible
employees to make contributions, with the Company matching a certain percentage of the employees’
contributions. The CAP Plan is available for employees after completion of thirty-one days of
consecutive service.

Net Capital Requirements

Investor Services is a registered broker/dealer in securities with the NASD. Investor Services is
subject to the Securities and Exchange Commission’s Uniform Net Capital Rule (Rule 15¢3-1) (the
“Rule”), which requires the maintenance of minimum net capital and that the ratio of aggregate
indebtedness to net capital as defined by the Rule-, shall not exceed 15 to 1.

4 (Continued)
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FIRST CITIZENS INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First-Citizens Bank & Trust Company)

Notes to Balance Sheet
December 31, 2003

At December 31, 2003, the Company had net capital as defined of $1,673,058, which was $1,423,058
in excess of its required net capital of $250,000. The Company’s aggregate indebtedness to net
capital ratio was 0.38 to 1.

Fair Value of Financial Instruments

Investor Services’ financial instruments are cash, commissions receivable, due to Related Parties,
accrued salary expense, and other liabilities. The carrying values of these on-balance sheet financial
instruments approximate their fair values. Investor Services has no off-balance sheet financial
instruments.




