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OATH OR AFFIRMATION

I, _ William F. Marshall

of

classified solely as that of a customer, except as follows:

Tno_

‘ , 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 Securiti es,

December 31

,-are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, pr1nc1pal officer or dlrcctor has any proprietary interest in any account

JANE R. POTTER NOTARY PUBLIC

State of
North Carolina

My Commtsslon Expwes 6/08/20 2%

o

a e o S S

N

\

mww R/POWJI

Notary Public

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

HENNERE

>4

OO 0O 0RO

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

/A W/M

Signatd

Sk A

Title

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Contro! Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 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.
(1) 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 audlt
(o) Independent auditor's report on internal accounting control:

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




UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

OMB APPROVAL
OMB Number: 3235-0123
Expires: January 31, 2007
Estimated average burden
hours perresponse...... 12.00

Form FOCUS REPORT

X_1 7A_5 (Financial and Operational Combined Uniform Single Report)

PART ||

(Please read instructions before preparing Form.)

This report is being filed pursuant to (Check Applicable Block(s)):
1) Rule 17a-5(a) 16 2) Rule 17a-5(b) [ [17]

4) Special request by designated examining authority [ [19]

3) Rule 17a-11 [ [18]
5) Other

NAME OF BROKER-DEALER SEC FILE NO.
8-38999 [147]
. . . FIRM 1.D. NO.
First Winston Securities, Inc. [13
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use P.0. Box No.) 21538 15 |
FOR PERIOD BEGINNING (MM/DDAYY)
121-E Reynolda Village [20]
(No."and Street) 01/01/05 24 |
AND ENDING (MM/DD/YY)
Winston-Salem [21North Carolid#2?] 27106 [ 23] :
(City) (State) (Zip Code) 12/31/05 25 ]
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TQ THIS REPORT (Area Code) — Telephone No.
William F. Marshall 30 (336)761-1900 37
NAMES OF SUBSIDIARIES OR AFFILIATES CONSOLIDATED IN THIS REPORT: OFFICIAL USE
32 33
[34 35
36 37
38] 39
[ ] DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS?  YES [ [40 ] No[x [41]
CHECK HERE IF RESPONDENT IS FILING AN AUDITIED REPORT [x [42]

EXECUTION:

submitted.

The registrant/broker or dealer submitting this Form and its attachments and the persan(s) by
whom it is executed represent hereby that all information contained therein is true, correct and
complete. It is understood that all required items, statements, and schedules are considered
integral parts of this Form and that the submission of any amendment represents that all
unamended items, statements, and schedukes remain true, correct and complete as previously

[
Dated the A “

e e Y“.%t@aym_’vz—ﬂ%
TS o Ll

Princﬁ')aLE@:utiv Office orM/Wing rn
2) 1/ /z/ﬁ

T

Principal Operdfions Officer or #artner

ATTENTION — Intentional misstatement or omissions of facts constitute Federal
Criminal Violations. (See 18 U.S.C. 1001 and 15 U.S.C. 78:f(a))

I— _J Persons who respond to the collection of information contained in this
form are notrequired to respond unless the form displays a currently valid

OMB control number.
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whose opinioh is contained in this Report

NAME (If individual, state last, first, middle name)

Butler & Burke, LLP, CPA's 7]
ADDRESS
100 Club Oaks Court, Suite A Winton-Salem, North Carolina 27104
71 ] 72 [73 74 .
Number and Street City State Zip Code D
CHECK ONE ‘
Certified Public Accountant - FOR SEC USE
[ public Accountant
(] Accountant not resident in United States

or any of its possessions

DO NOT WRITE UNDER THIS LINE . . . FOR SEC USE ONLY

WORK LOCATION REPORT DATE DOC. SEQ. NQ. CARD
MM/DD/YY

[ 50 51 52 53
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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, 2005, 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, 2005,
and the results of its operations and its cash flows for the year then ended in conformity
with U.S. generally accepted accounting principles.

Bt ¢ Rurie, LLP

Winston-Salem, North Carolina -
January 13, 2006



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART |l
BROKER OR DEALER N 2 1 oo
' First Winston Securities, Iic. EREREE
STATEMENT OF FINANCIAL CONDITION
as of (MM/DD/Y) 12 "léQj 99
SECFILEN0.8-38999 98
Consolidated 198
Unconsolidated | 199
ASSETS
Allowable Non-Allowable Total
1. CASN coeeeeereee et srarsssr s e 2 B N () £9 200 $ 100 469 [750]
2. Cash segregated in compliance with federal i -
aNd ONET TRGUIALIONS ..vvve.vvveescerssenrsssesescesseemsesrsrises 126,364 210 126,364 [760]
3. Receivable from brokers or dealers and
clearing organizations:
A. Failed to deliver:
1. Includable in *Formula for Reserve
REqQUITEMENES” ....oovierereeeercereerecremreeneninns @
2. OB e emrar e 230 770
B. Securities borrowed:
1. Includable in“Formula for Reserve
Requirements” ..., {_ﬁo—l
2. OB et sennens 250 780
C. Omnibus accounts:
1. Includable in“Formula for Reserve
ReqUIrEMENES” ......cevvrrcirerccniinnieninenins 260
2. OB et ircaene e % 270 790
D. Clearing organizations:
1. Includable in“Formula for Reserve L
RequIrements” .....c..ccoveerceeremmvenrieeneninnns 280
2. Other.....coovoeeiere e 290 80O
01 S 300 | § [ 550 | 810
4. Receivables from customers:
A. Securitigs accounts:
1. Cash and fully secured accounts .......coeennee m
2. Partly secured accounts 320 560
3. Unsecured accounts ............. 570
B. Commaodity aCCOUNtS ...cveeioreeerecrrerernnnnns 330 580
C. Allowance for doubtful aCCOUNLS ......ooovvrvververees % I 590 820
5. Receivables from non-customers:
A. Cash and fully secured acCOUNS ........ocoeeiinrenees W
B. Partly secured and unsecured accounts ............ [ 350 600 830
6. Securities purchased under agreements
10 TESBI vvovesioreisivessssesseesseemssseseser s reemsenecnssinen [360] % 605 840
7. Securities and spot commodities owned,
at market value:
A. Bankers acceptances, certificates of
deposit and commercial paper .........ccoceviine 370
B. U.S. and Candaian government
ODNGAtONS weovvorverrrcerirricrtrincan e 261 380
C. State and municipal government
ODHGRIONS .v.vvveveeeeeeecreverecesmessssmssessenssnsnssoenes ] 039
D. COrpOrate OBIGALIONS .....roevervcvmrccrrcrsreccri % [400 ]
OMIT PENNIES

See accompanying notes to financial statements. SEC 1695 (07-0P23)1§e0g28



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

See accompanying notes to financial statements.

PART |I
BROKER OR DEALER First Winston Securities, Inc. asof 12/31/05
STATEMENT OF FINANCIAL CONDITION
ASSETS
Allowable Non-Allowable Total
E. SOCKS aNA WAITANS w.ooooveerces oo 5§ 193 105 410
F. OPHONS oo i 420
G. Arbitrage 422
H. Other SECUMHIES .....coeeererriremerenirerrevcrconrecnnin 424
I.  Sport commodities 430 $ GLE 1 850
8. Securities cwned not readily marketable:
A. AtCost...® $ 130 440] 8 610 860
9. Other investments not readily marketable:
A ACost... § 140
B. Atestimated fair valte ..o cercnrermeeercionicenns 450 620 870
10. Securities borrowed under subordination '
agreements and partners' individual and
capital securities accounts, at market value:
A. Exempted
securities..  $ 150
B. Other ........ $ 160 | Yo 460 630 880
11. Secured demand notes- '
market value of coliateral:
A. Exempted
securities .. $ 170
B. Other......$ 180 470 [ 640 | 890
12. Memberships in exchanges:
A. Owned, at market
value ....... $ 190
B. Owned at cost ......ccoccvcvcvmcinniinenins 650
C. Contributed for use of company,
at market Valle .....covvvrererierienrerrrnnees \ 660 900
13. Investment in and receivables from affiliates,
subsidiaries and associated partnerships 480 [670] % 910
14. Property, furniture, equipment, leasehold
improvements and rights under lease
agreements:
At cost (net of accumulfated depreciation
and amortization)........cccocvecenrrirecniiiennns 490 3,553 1?80_] 3,553 m
15. Other Assets:
‘ A. Dividends and interest receivable .............. 500 690
B. Free shipments .....ococovniiniiiiiccniicinnnn, 510 700
C. Loans and advances .......ccoceemeiinnnns 520 710
D. MISCEIIANEOUS vvrvecrrrvcvsrsvorirsnorn Kl 13,102 |53 720 13,102  [930
16. TOTAL ASSETS oo $ 1,886,240 540 1 7.8 3 553 [740]$ 1,889,793 |90
OMIT PENNIES

SEC 1695 (07-02) 5 of 28
Page 6



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I
BROKER ORDEALER First Winston Securities, Inc. asof _12/31/05
STATEMENT OF FINANCIAL CONDITION
LIABILITIES AND OWNERSHIP EQUITY (continued)
Al Non-A.L )
Liabilities* Liabilities* Total -
Liabilities
17. Bank loans payable:
A. Includable in “Formula for Reserve ‘
REQUITBMENLS” erveve e eevssssessssssrerssssnessisssssnenes $ 1030] $ 1240 $ : 1460
B. Other 1040 § 220,000 {1250]$ 220,000 1470
18. Securities sold under repurchase agrement.... 1260 11480
19. Payable to brokers or dealers and
clearing organizations:
A. Failed to receive:
1. Includable in “Formuta for Reserve .
REQUITEMENS” oo csssnareeninens 1050 1270 1430
20 BT oo esenn s 1060 T00, 090 {1280 100,090 1500
B. Securities loaned:
1. Includable in “Formula for Reserve _
REQUITBMENES” 1ovvvvvveeeeesscovsseesesesesrennesssess 1070 9 (1570]
2. OHNEToooreesvers s sessessnseniens ' 1080 [1290] 1520
C. Omnibus accounts:
1. Includable in “Formula for Reserve
Requirements” . 1090 1530
P01 OO 1095] %, ' [1300] 1540
D. Clearing organizations:
1. Includable in “Formula for Reserve
REQUITEMENES” cocuviinieiminniresssamsnirarsseneas 1100 1550
2. Other 1105 1310 1560
B, ONEE oo et rccreemnssess i nsanerares 1110 1320 1570
20. Payable to customers:
A. Securities accounts-including free credits
Of s [e50] 126,364 [1120 % 126,364  [1580
B. COMMOGitiES ACCOUNLS ..ovvvvrvrrvrererieemecssianiassns "7 1130 [1330] 1530
21. Payable to non customers:
A, SECUrties ACCOUNES ..vuvvvrrrermensrieersvemmecssicisnesiens 1140 1340 1600
B. COMMOGItIES ACCOUNES ..ovverrverniveenrensreensenrceenens 1150 1350 1610}
22. Securities sold not yet purchased at market
value-including arbitrage
of v $ 950 [1360] [1620)
23. Accounts payable and accrued liabilities
and expenses:
A DIAHS PAYADIE coovrvccersceserrusmsssesereereersesmmrenren 1160 1630
B, ACCOUNS PAYADIE vovvverseorreenrrissssesscserceseenirc 327 170 327 1640
C. INCOME taxes PAYADIE ...ovcvccversressssesscserrenrennece 1180 % 1650
D. Deferred iNCOME tAXES ...ovvvvvvvverscsrcssrienserivensos % [1370] 1660
E. Acrued expenses and other liabilities ................ 1190 1670
1t g 1200 [1380] 1680

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

See accompanying notes to financial statements.

OMIT PENNIES

SEC 1695 (07-02) 7 of 28
Page 7



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il
BROKER ORDEALER First Winston Securities, Inc. asof_12/31/05
STATEMENT OF FINANCIAL CONDITION
LIABILITIES AND OWNERSHIP EQUITY (continued)
Al Non-A.l.
Liabilities* Liabilities* Total
Liabilities
24. Notes and mortgages payable:
A UNSECUTET oo e $ 1210 $ 1690
It LTI O \ 1211] $ [ 1390} 1700
25. Liabilities subordinated to claims
of general creditors:
A Cash DOMOWIRGS: ..v.oevecerresesnsieeoseersresorees s 1400 [1710]
1. from outsiders % $ 970
2. Includes equity subordination (15¢3-1(d
o1 S $ i 980
B. Securities borowings, at market value .............. [1410' 1720
from outsiders $ | 990
C. Pursuant to secured demand note
coliateral agreements .......ccoccvveevvevvvenn v, 1420] % 1730
1. fromoutsiders $ l1000
2. Includes equity subordination (15¢3-1(d)
o) SOOI $ i1010
D. Exchange memberships contributed for
use of company, at market value...........c.cccovvnee %6 1430 [1740
E. Accounts and other borrowings not
qualified for net capital purposes 1220 1440 1750
26. TOTAL LIABILITIES .o $__ 126,691 [1230]s 320,090 [1450] $ 446,781 1760
Ownership Equity
27 SOIE PrOPIIBIOTSIID ...vcvuicrrarecruererseasssiresensssennsssssesssses e asesbs st ssssb s snesssssses b ea b bses s sb st s eE AL a4 st et b s b e b enben s s s p e en s bere e biens $ 1770
28. Partnership-limited partners $ 1780
29. Corporation:
AL PTEEBITEA STOCK ....ovveieeiieerees et erni st s st e s as b as s s st s sa £ es b e S 2 R s en s e R e s s s s e st samt e b s a st nbntaeas 1791
B. COMMON SLOCK ....vcovvvurverrririans w___ 542 859 [1792
C. Additional paid-in capital ............... 7 1793
D. Retained earmings ...........ccoeveveevunn. 900.153 1794
1 R 1,443,012 11795
F. Less capital stock in treasury ............ ( 1796
30. TOTAL OWNERSHIP EQUITY $ 1,443,012 1800
31. TOTAL LIABILITIES AND OWNERSHIP EQUITY ..o secescsosssssssssssssmssssssssmesssssessssossesssoeseeer oo $ 1,889,793 [i810
OMIT PENNIES

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

See accompanying notes to financial statements.

SEC 1695 (07-02) 9 of 28
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PART 1l - FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER For the period (MMDDYY) froms 01 /01 /0®td 2/31 /05 [3933
First Winston Securities, Inc. Number of months included in this statement 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions:
& Commissicns on transactions in listed equity securities eXecuted 0N N BXCRANGE ...........cverreereeereeereeeseeess s s ss e sssenes 3835
b. Commissions on transactions in exchange listed equity securities executed over-the-counter 3937
. Commissions on fisted 0ption tranSACHONS .....vivreiecevseresee i essesesse s ssesrs e e eareenes 3938
d. All other SECUMItIES COMMISSIONS .......ccervieriiriiririiietsir et st sttt eesseesee e sen e s en s e rsseer et saessrmenssanen 39839
€. TOtAl SECUMMES COMIMISSIONS c..eevvirrerierreerencrreraiceetsestesss s esis st s n s s e seb e be st s st e e es e st oes e s st e s s b eneersee st e s st enssnnsntens % 3840
2. Gains or losses on firm securities trading accounts
2.  From market making in OVer-the-COUNET BQUITY SBEUIHIES cv....uviruerreree it cesecere s cosersssessetst e ss cesesessssssseseesssessssssssesesessonsnn 3941
1. Includes gains or (losses) OTC market making in exchange listed equity securities ......... [3943]
. FrOmM trading i GEDE SECUMTIES ..cuvvuriierireeerii st rien st ettt cas et es ettt e e s eeesese e sensernsssssesssesesssnsesens 1.269.284 3944
¢. From market making in options on a national securities exchange . 3945
d. From all Other trading .....cceceeeerirncsrceerne et 3949
€. TOLA QRIS OF (I0SSES) .vvvvrrevvevrnsseremssmssssssssssssssmssssesssssessssssssssssse s esse s seesesasenetsseore s cnssesssessssesessesssseseses oo 1,269,284 350
3. Gains orlosses on firm securities investment accounts
2. Includes realized gains (JOSSES) ....vivvivrirrerureiriensrersrriensiesrie s ot ersbeseesstessersenseeensoeseen 4235
b. Includes unrealized gaing (I0SSES) ....coverrrerrcrrerserencreiernicensisnmicesecassnsssnmssessssess s s ssesssans
c. Total realized and unrealized gains (loses) .... v T 3952
4. Profits or (10sses) from underwriting and SEING GrOUDPS ...cvevrvevrirerensieesneiseses it sss st stsbesssecssssts s eesereteresessssesssssresessesanesmee 26.396 13955
a. Includes underwriting income from corporate equity SECUMES ....cocvenecercrrccomimrinseriorecseennes [ 4237] ’ ”
B MAIGININIBIEST ..ot et sttt s st sb e bt e e e sret e 3960
6. Revenue from sale of investment COMPany Shares ..........ccovcuvvcerrenvmresnniinnenn, 3970
7. Fees for account supervision, investment advisory and administrative services ... 3975
8. REVENUE frOM FESBAICH SBIVICES ....vuevrrivricrnrcrvesoieconriommsessesrssssssmssssssasssenstasssesssesssestsesssarssnsssnnesessenees 3880
9. COMMOUIES TVEMUE ...vvc.vvvvee e verseenssoesneesesssereennees T . 3890
10. Other revenue related to securities business e 22 3985
11, DINEI TBVEIUE «.eevv vt scive s svr s s e ass s s ves e ss s ses s e e s aase e s e Res e s e bea e b o bt E bbb ee st ehs bbb e s ebeees s shaer e e et bat e s se et sseabte s b sebsseaessnten . 43708 3895
12, TOMB TBVENUE ..o b85S st tses $ 1,339,388 [4030
EXPENSES
13. Registered representative’s compensation ................ bbb e be b bR b e bbb ne $ 540 ,118 4110
14. Clerical and administrative employees’ expenses 147,500 4040
15. Salaries and other employment costs for general pariners, and voting stockholder OHICErS .....covveiieiiieienieie et 158. 000 4120
a. Includes interest credited to General and Limited Partners capital accounts 0
18. Floor brokerage paid to certain brokers (see definition) ......cooecervccrnrermcnrcaerncnonnnn. 4055
17. Commissions and clearance paid to all other brokers (S8 dEfINIION) .....ccvcviieiiis s s ses b ssse e eresans %3 4145
18. Clearance paid to NON-DrOKETS (SE8 AEfINIION) ©...v.evvucericerriarriecercimecaniise b s ias b ssr s s b s et ees bbb s ernas 50.317 4135
19. Communications 62,321 4060
20. Occupancy and BQUIPMENT COSES ...ttt et s e ssar s oene SO O PO 30,331 4080
21, PrOMOLONG] COSS .uvrrrieriimncetiieniresiens e et e esees e cees e ens st ens e s es e as st sas s s s e b s R s be ot a0 Raat 4 S0 e0sheheh b e s b aa s st eresen s ) ) 4150
22. Interest expense 3.639 4075
a. Includes interest on accounts subject to subordination agreements ..o vieicreiicsnnioni [4070]
23. L055es in €rror 3CCOUNE NG DA GEDES .....cvu.ceviviereierec e et ss bt s e bttt et b e s et 4170
24. Data processing costs (including service bureau service charges) ... o T Z,897 4186
25, NOM-TECUIMING CNATGES ..vvvteveerivessrcensersseasessereessessesee o coreresss e sesseces oo beae s sssas 4814005015812 8 28814580t at e ert et 41901
26, REGUIRLOTY TBES ANA BXDEISES ....e..vevoerveserersienseesseeeesesssessesessse s seaees e e e s st 5118850 5480045415418 483 555 st 20.191 4195
27. Gther expenses 102,233 4100
28. Total expenses 117 547 4200
NET INCOME
29. Income (loss) before Federal income taxes and items below (Item 12 1SS HEM 28) .....vvvoovoevoccrverseevssiees s tsscoseemssmemmeenssssssesssinn 221,841 4210
30. Provision for Federal inCOmE 1axes (fOF PATENE ONIYY ......ccvrerirmeinminentcoieiomscrasinnesrsssesssressesesesessssssenssssaesinsssassssnasssssssessansssnsneresarne 4220
31. Equity in earnings (losses) of unconsofidated subsidiaries not included above ... s 4222
a. After Federal income taxes of ‘
32, EXITAOTAINATY QAINS (I0SSES) v..vvvvvvvvvvvesveveeresseeenesess e s besss o sbesses e s semsssan st e 00 ettt 4224
a. After Federal income taxes ot
33. Cumulative effect of changes iN‘aCCOUNLING PINCIDIES w...vv..vrmueerveesiosisiseeesessssssesesecsessoessseesteessesesesseesessseesssessessmsecsemsssassstimsssn s 4225
34. Net income (loss) after Federal income taxes and eXtraordiNAry HEIMS ...........vvorrovoeerecereresresssioseesssesresereressesssscessssessmeessssssssessisssisos $ 221,841 4230
MONTHLY INCOME
35. Income (current month only) before provision for Federal income taxes and extraordinary HEMS ...............oooccoeoveemssorcossoeessscssroson $ 4211

See accompanying notes to financial statements. SEC 1695 (070 183928




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
Capital Withdrawals
PART ||

BROKER OR DEALER First Winston Securities, Inc. asof 12/31/05

RECAP
Ownership Equity and Subordinated Liabilities maturing 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.

See accompanying notes to financial statements.

1. Equity Capital
A. Partnership Capital:
1. General Partners ....ooeovvevevevcrevverennnne, ettt e r bbb bbbt et a st e b e %3 4700
2. Limited ..o, 4710
3. Undistributed Profits ......... 4720
4. Other (describe below) 4730
5. 5018 PropriffOrSNID c.v.ivvsirivscimereeesereisns e srsrsssesassssssiessss s en s ssessosen e s rsnsense 4735
B. Corporation Capital:
1. COMMON SIOCK ...ttt e er s s b s s s e s s enaas 4740
2. Preferred S1OCK ..o 4750
3. Retained Earnings (Dividends and Other) .... %6 4760
4. Other (AeSCTIDE DEIOW) ..c.ovveorvrcrrcercerien i secseisienes s s et nsess s esissn s 4770
2. Subordinated Liabilities
A, Secured DEMENG NOES ......ccvvieiiericercrs e e seressmsase s essessssessessasesssssesessansssnsnins 4780
B. Cash Subordinates 4790
C. Debentures .....ccoocorvvericnn 4800
D.  Other (dESCHDE DEIOW) ...coevececerei et et en e se s e sn e 4810
3. Other Anticipated Withdrawals
Al BOMUSES ..ottt e e b n 4820
B. Voluntary Contributions to Pension or Profit Sharing Plans %7 4860
C. Other {describe DEIOW) ........oocoeiirineir e s 4870
TOMA <ottt s ces e s st ea st es et a A e s Rt st en b et e st n e en b e $ 4880
4. Description of Other .
STATEMENT OF CHANGES IN QWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)
1. Balance, DEGINMING Of PEIOU 1.v.....v.iosvveesvcriisesiesseeresess e srsessiases s sesessss b3 s as st ssaa s 58855 1R e $ 1.341.171 4240
A. NEEIICOME (0SS eveveerererreessesreesseesesessceressssssste s sssesesseseessesessessesees s ssss s sesssessssess s sssss s s s 221,841 |4250
B. Additions (includes non-conforming capital of ... $ 4263} %s 4260
C. Deductions (includes non-conforming capital of $ 4272 170,000 }4270
2. Balance, end of period (From REM 1800) ......eicorrrrmrinimmeriircii s i enieere sttt sssss s e s bt bbb e ar b $ 1. .443.012 429
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, beginning of period $ 0 4300
A INCTERSES .ovorverres s 4310
B. DECTBASES ..v.oevverreereecenrrcieeeieinsisrs ( ] )| 4320
4, Balance, end of period (From Item 3520) $ 0 4330
OMIT PENNIES
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FIRST WINSTON SECURITIES, INC.
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2005

OPERATING ACTIVITIES

Net income 3 221,841
Adjustments to reconcile net income to net
cash used in operating activities:
Depreciation 460
{Increase) decrease in operating assets:
Securities owned, net (1,011,777)
Interest receivable (7,398)
Other assets (2,721)
Increase (decrease) in operating liabilities:
Accounts payable (1,061)
Payable to customer 126,364
Payable to dealer 100,090
Net Cash Used in Operating Activities (574.202)
INVESTING ACTIVITIES
Purchase of property and equipment (1,285)
Net Cash Used In Investing Activities (1,285)
FINANCING ACTIVITIES
Repayment of secured short term bank loans, net 220,000
Dividends paid (120,000)
Net Cash Provided By Financing Activities 100,000
DECREASE IN CASH (475,487)
Cash and Cash Equivalents, Beginning 702,320
Cash and Cash Equivalents, Ending 226.8
Supplemental cash flow disclosures:
Interest paid $ 3,639
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.

Undenrwriting 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



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 U.S. 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, 2005:

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

61,323

102,573
Less: accumulated depreciation and amortization {99,029)

$ 3544

NOTE C: SECURED SHORT TERM BANK LOANS

At December 31, 2005, 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% (6.81%) at December 31, 2005. At December 31, 2005, the total borrowed of

$220,000 was fully collateralized by the Company's trading inventory. The agreements with the bank expire
on June 30, 2006.

NOTE D: COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company enters into underwriting commitments and when-issued
contracts. At December 31, 2005, the Company expected no losses from such open commitments.
NOTE E: LEASES

The Company leases its office space under a noncancellable operating lease expiring in July, 2008.

Future minimum lease payments under the terms of this agreement at December 31, 2005 are as
follows:

2006 $ 19,009
2007 19,389
2008 11,441

Rent expense under this lease was $18,641 in 2005.

Page 13



FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE F: 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, 2005, the Company had net capital of $1,344,569 which exceeded
its required net capital of $100,000 and its net capital ratio was .09 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, 2005, and have issued our report thereon dated January 13, 2006. 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.

Betin # BRuriee, LLP

Winston-Salem, North Carolina
January 13, 2006



FINANCIAL AND OPERATIONAL GOMBINED UNIFORM SINGLE REPORT
PART Il

BROKER ORDEALER First Winston Securities, Inc. asof 12/31/05

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial CONItON = L8M 1800 ..........cevveeiecrieerioiesesiesseererreeseaeeseseseseseeesssessssssseseeeseeessas $ 1 ’ 443 ,012 3480
2. Deduct Ownership equity not allowable for Net Capital ( )] 3490
3. Total ownership equity QUAITIE FOr NEE CAPILAL ..............coiereerireerscrersirereeessseesseessiesseesteesssessessssess s s ssssesesesssses s sesssessesssesesetsessseens 1.443.012 3500
4, Add: > *
A. Liabilities subordinated to claims of general creditors allowable in computation of Net CAPIAl ........veeiverccece e 3520
B. Other (deductions) or aliowable credits (List) . 33 3525
5. Total capital and allowable SUDOTAINALED HADITHES ....oovvvvcevveersiusssnens s csvsssesssssesssasstesme s sssssss s sssscseessesssesseceressenmecrness $ 1,443,017 (3530
6. Deductions and/or charges: - -
A. Total nonallowable assets from
Statement of Financial Condition (Notes B and C) .......cccovvvvverirsers s v $ 3540
1. Additional charges for customers’ and
NON-CUSTOMErS’ SECUMILY CCOUNES .....ovvs et et er e nsienens O 3550]
2. Additional charges for customers' and
non-customers’ cOMMAIty BCCOUNES .....uoveiurecriiensiiceneresnerea s esssesressssesssasosenses 3560
B.  AQEA faIlO-GBIVET .....vveecricree et s s et a bt r b b e 3570
1. NUMBEr Of HBMS wvvoerceee o |3 13450]
C. Aged short security differences-less
TESEIVE O ov.iveesssecereceesie st ssssse s es s s $ 3460} % 3580
NUMDET Of ITBMS 1.cvvovsveeeececercerererrecsreeeressnessesones
D. Secured demand NOte QEfICIENCY ...ovvccereiirrirciiiceeeree s or et ot seas s nsr s een
E. Commodity futures contracts and spot commodities
- Proproetary Capital CRargES ........ccoviomiirreninninisenmiorienreismsesmirsnsessesnsssasssessecsnessssssessssnses
F. Other deductions and/or ChATGES .........ocuvuveeenreereerrenieeseeresessessreseesecssssones
G. Deductions for accounts carried under Rule 15¢3-1(2)(6), (a)(7) .
H. Total deductions and/or CRATgES .....c.cciveuriverriemeiemsinnressieseser st e sesssiensensens ( 3.553 ) 3620
7. Other additions and/or allowable credits (List) ............... . - 3630
8. Net capital before haircuts on securities positions $ 1,439,459 (3640
9. Haircuts on securities: (computed, where applicable, pursuant to 15¢3-1(f)):
A, Contractual securities COMMIBMENTS ........cvrerorri e ccisions $ 3680
B. Subordinated securities borrowings 3670
C. Trading and investment securities:
1. Bankers' acceptances, certificates of deposit and commercial Paper ......cocvvcvvrecrennc! % 3680
2. U.S. and Canadian government 0blgations ..........c.ccrnrrsrmesmnsrsnsronece : 675 13630
3. State and municipal government obligations 65 249 [3700
4. Corporate 0bligations ....c..ovvevrcrmrearerimrisersesieenias 7 3710
5. Stocks and Warrants ........c...cccecoeeeiecveeeeiriiieiis 28.966 [3720
6. ODUONS ..o ens 3730
7. ABITAGE oo 3732
8. Other SEcurities .......ccoccorvevnmimneineimrceennecenares Y 3734
D, UNAUE CONCEAMTALON ...ovvcvreriiecctreirrccrsrensins et b et es et sebnsss s sebcass 3650
B, ONET (LIST) oottt et e e 3736 ( 94,890 )3740
10, NEE GADIEL v erereesereesen oo oo et o ettt et et oo $ 1,344,569 [3750]
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I

BROKER ORDEALER ~ First Winston Securities, Inc. asof 12/31/05
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11. Minimum net capital required (B%,% 0f N8 1) c.eovvcvvvisveerccceremrmrimssissssss et ssssesssess ot areesesesessessseereemesesssesssssssssssnns $ 8.446 [3756]"
12. Minimum doliar net capital requirement of reporting broker or dealer and minimum net capital requirement o

of subsidiaries CompUted IN ACCOTAANCE WItN NOIE {A) ...uvvcuvvverroeesiescerisesscessreesssesseeeessesseseessesessesesssseesesesesseeeesoessessessssss oo $ 100,000 [3758
13. Net capital requirement (Qreater OF fINB 1107 12) ..o ieireieieece e st esessetssese s sasessnses e sssasse st sessee e sses s $ - 100 3760
14. EXCESS Nt CAPItAl (N8 10 IESS 13) .uvuevvrririivrrnisesieose eesesrersstssess e sssesee e seseessssesss e sesesanessens e s ssssesemesssessssss s sesseee e 284 5 3770
15. Excess net capital at 1000% (line 101655 10% 0f liN8 19) .....vccvvvvvrvvniccrcrercrrcnncnercncnecsnsmnccnsesssssssssssssssssessssssssssssssssissessssssrsssn 59 1 o 331 o 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total Al liabilities from Statement of FINANCIal CONGIION ........cocieviiviiiiieries et et s strete s sctsee e e ereseseeenreeaessaesnseersees $ 126 ’ 691 3790
17. Add:

A, Drafts for immediate Credit ........coe.oovivrrerniinninninns et sensresenes 43 3800

B. Market value of securities borrowed for which no equivilent value

15 PRI OF CTEAIMEA ... .ocvv et ss s s res st b st s sas et st eraens 3810

C. Other unrecorded amounts (List) 3820 § 3830
18. Deduct: Adjustment based on deposits in Special Reserve Bank Accounts (1563-1(C){1) (V1)) corvrermrererireremmreinmsseeserinsiessesensesmseninnes $ 3838
19. Total 29gregate INABLIEANESS ...vecvieinrieorirarienenm e seessienessscens s sessssssrassssssssreresssssasesassns 126691 3840
20. Percentage of aggregate indebtedness to net capital (line 19 + by Ine 10) TTUYTTg 13850
21. Percentage of aggregate indebtedness to net capital after anticipated capital withdrawals :

(line 19 + by fine 101855 EM 4880 PAGE 25) .....cueerieirirecnrietiicrs ettt st bbb st a bbb s st b st en % 9 3853

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
22. 2% of combined aggregate debt items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits .............. %68 3870
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subsidiaries computed in aCCOrdanCe WM NOLE (A) ... crmmiercrirmcrenr st an s b nns s s asssssnssassssesenesases $ 3880
24. Net capital requirement (greater of line 22 or 23) ..... $ 3760
25, Excess net capital (€ 101855 24) .uvvivvervomsiomesinens cerssscrsesisessisss st ssssssnssssns $ 3910
26. Percentage of Net Capital to Aggregate Debits (line 10 + by line17 page 8) % 3851
27. Percentage of Net Capital, after anticipated capital withdrawals, to Aggregate Debits

(line 10 less item 4880 page 11 = DY N8 17 PAGE B) ..evvvcvrcrrcrremrr e sscsnrces s esecs e itsat s cen s e essarssseneemsicarane % 3854
28. Net capital in excess of the greater of:

A. 5% of combines aggregate debit items Or $120,000 .......ccoiviveriierieiiiiies e ceret s b st sss st b e s et sb b et e $ 3920

OTHER RATIOS

Part C
28. Percentage of debt to debt-equity total computed in accordance with RuUl 18C3-1{d) ......cccvcnconriconemmneeccecnnenee e % 3860
30. Options deductions/Net Capital ratio (1000% test) total deductions exclusive of liquidating equity under

Rule 15¢3-1(a)(6), (3)(7) and (C)(2){X) = NEt CAPHAI o..vvveerrierivesrieescinriiensiensi s ssessees s ssesss e essm s s st stsesnb s eesssanses e % 3852

NOTES:

{A) The minimum net capita! requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consolidated, the greater of:
1. Minimum dollar net capitai requirement , or
2. 6%,% of aggregate indebtedness or 2% of aggregate debits if alternative method is used.

(8) Do not deduct the value of securities borrowed under subordination agrements or secured demand notes covered by subordination agrements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners’ securities which were included in non-allowable

assets.
(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-allowable assets.
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FIRST WINSTON SECURITIES, INC.
AS OF DECEMBER 31, 2005

RECONCILIATION OF COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE SECURITIES
AND EXCHANGE COMMISSION WITH COMPANY'S COMPUTATION (included in Part Il of X-17A-5 as of
December 31, 2005)

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, 2005.



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

BROKER OR DEALER First Winston Securities, Inc. : asof 12/31/05

COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
(See Rule 15¢3-3, Exhibit A and Related Notes)

CREDIT BALANCES
1. Free credit balances and other credit balancesin customers’ security

accounts (see Note A, EXhibit A, RUIE 1563-3) ..v.vuiicvrnrcciincrninnecenioneessinmesesniensccssesamcenees % d ﬁm
2. Monies borrowed collateralized by securities carried for the accounts of

CUSTOMENS (SEE NOE B) .......corcrercriccrrinicriis e et ee et cr s st 4350
3. Monies payable against customers' securities 10aned (S€8 NOte C) c...evvevececveerierescse s 4360
4. Customers’ securities failed t0 receive (SEE NOE D) co.ocvvervncoeneiienrsnsinsieces s scsienae 4370
5. Credit balances in firm accounts which are attributable to principal sales to customers................. 4380
8. Market value of stock dividends, stock splits and simitar distributions receivable outstanding

OVET 30 CAlBNARN GAYS ....ocviivcvreicri et a e esscin sttt eosan et oe s r s s s s 4390
7. **Market value of short security count differences over 30 calendar days old 4400

8. **Market value of short securities and credits {not to be offset by logs or by
debits) in all suspense accounts over 30 CalENdar €ays ......coeurcermceerconcenmeennrnend e, Ve 4410
9. Market value of securities which are in transfer in excess of 40 calendar days and have not been

confirmed to be in transfer by the transfer agnet or the issuer during the 40 days 4420
10, OHhEE (LIST) -..eocrenrricen et ees s cs s esa ot cama s s st e bs e 4425
11 TOTAL CREDITS vecsrsmeesosonen e85 885 $ [4430]
DEBIT BALANCES
12. **Debit balances in customers’ cash and margin accounts excluding unsecured accounts and

accounts doubtful of collection net of deductions pursuant to Note E, Exhibit A, Rule 15¢3-3....... $ m
13. Securities borrowed to effectuate short sales by customers and securities borrowed to make

delivery on customers’ securities failed 10 deliVEr ... e 4450
14. Failed to deliver of customers' securities not older than 30 calendar days .....c...oceeverevvrveemeerienn, 4460
15. Margin required and on deposit with Options Clearing Corporation for all option contracts

written or purchased in customer acCoUNtS (SE8 NOE F) .cc...ceuvmvcireiiine s 4465
TB. OHNEI (LIST). woovviererir s ienecrsceneisen et ibs e st st an e e reeseabisens s 4469
17, **AQQTEGAE GBDIIBIMIS ...oviviviiei et et b st Eb bbb s bbb S b e Ao r e b et e s st be A ebe b st em b ba s nbs e $ 4470
18. **Less 3% (for alternative method only-see Rule 15¢3-1(f)(5)(i) { 4471
19. **TOTAL 14c3-3 DEBITS ....ovivvececervreeecenes e $ 4472
RESERVE COMPUTATION
20. Excess of total debits over total credits (ling 191858 N8 11) cooovvrireveeici s st -3 4480
21. Excess of total credits over total debits (line 1118SS NE 1) ... e et s s ecsens 4490}
22. If computation permitted on a monthly basis, enter 105% of excess of total credits over-1otal debits ......cooovvrvcerieieicenre s 4500
23. Amount held on deposit in “Reserve Bank Account(s},” including value of qualified securities, at end of reporting period .......covceenne 4510
24. Amount of deposit (or withdrawal) including

$ [4515 ] Value Of QUANITIET SBOUFIES .cv.vvovvecereresrevecsnsesreinssessnss s srsssesssssssanssessnssssesssnsse [4520]
25. New amount in Reserve Bank Account(s) after adding deposit or subtracting withdrawal including

$ [4525 | ValUE Of QUAIITIED SECURIES ....vvvoceversecerssoeerseereessessisssssesenseesseesesssessesssssessesaseosesesssssees $ 4530
26. Date Of GEPOSIE (MMDDYY) ...oeooerrvraseevososeessesssssssssssesss s ess s st 10083 s 1058 882053 b bt 4540

FREQUENCY OF COMPUTATION
27. Daily%e 4332 | Weekly 4333 | Monthly 4334

** In the event the Net Capital Requirement is computed under the alternative method, this “Reserve Formula” shall be- prepared in
accordance with the requirements of paragraph (f) of Rule 15¢3-1.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I

BROKER ORDEALER ~ First Winston Securities, Inc. asof 12/31/05
COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (continued)
EXEMPTIVE PROVISIONS
28. 1f an exemption from Rule 15¢3-3 is claimed, identify below the section upon which such exemption is based (check only one)
A (K)(1) — 52,500 capital category @5 Pr RUIE 15031 .....ouvimmvvrrecsrironnnnrreeesisesssssscssssssssssssssssonssss s sssssessssssssessoeesssessossssesenes %8 4550
B. (k)(2)(A) — “Special Account for the Exclusive Benefit of CUStOMErS” MAINTAINED .........vvveverenvreessvcersiennecsecesseeseeeesee s eerssesnes X 4560
C. (k)(2)(B) — All customer transactions cleared through anather broker-dealer on a fully disclosed basis.
Name of clearing firmY%, [74?3—3?] 4570
0. (k){3) — Exempted by Order Of te COMMISSION .......curvericermmrreemsinnrieesiemnssins s ssssssesss oo cassie st ssessss s essnenresesses s eesrson 4580
Information for Possession or Control Requirements Under Rule 15¢3-3
State the market valuation and number of otems of:
1. Customers’ fully paid securities and excess margin securities not in the respondent's possesion or control as of the report date
{for which instructions to reduce to possession or control had been issued as of the report date) but for which the required
action was not taken by respondent within the time frame specified under Rul 15¢3-3. Notes A and B 4586
AL NUMBET OF HBIMS ...ttt et ettt bbb bbb s b b bttt bt ens b e p et 4587
2. Customers' fully paid securities and excess margin securities for which instructions to reduce possession or control had not
been issued as of the report date, excluding items arising from “temporary lags which result from normal business operations”
as permitted under Rule 15C3-3. NOtES B, § NG D ovvvvvvivivveriercsiri et e sss s atssrassssassse st s s esssssssssssssssosssesss s son $ 4588
AL NUMDET OF HBIMIS ovocvr vttt bbb 8 b bbbt % 4589
OMIT PENNIES

NOTES .
A—Do not include in item one customers’ fully paid and excess margin securities required by Rule 15¢3-3 to be in possession or control but for which no action was

The system and procedures utilitzed in complying with the requirement to maintain physical possession or control of
customers’ fully paid and excess margin securities have been tested and are functioning in a manner adequate to
fulfill the requirements of RUIE 1563-3 .......cccorviierieececeree e s sies Yes 14584 No

4585

required by the respondent as of the report date or required action was taken by respondent with the time frames specified under Rule 15¢3-3.
B— State separately in rasponse to items one and two whether the securities reported in response thereto were subsequently reduced to possession or control by the
respondent.
C—Be sure to include in item two only items not arising from “temperary lags which result from normal business operations” as permitted under Rule 15¢3-3.
D—Item two must be responded to only with report which is filed as of the date selected for the broker's or dealer's annual audit of financial statements, whether or not such
date is the end of a calendar quarter. The response to item two should be filed within 60 calendar days after such date, rather than with the remainder of this report. This
information may be required on a more frequest basis by the Commission or the designated examining authcrity in accordance with Rule 17a-5(a)(2)(iv).
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER First Winston Securities, Inc. asof 12/31/05

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

SEGREGATION REQUIREMENTS
1. Net ledger balance:

LS 0 114 OO TS DTS OO OTODE OO SOOOOPTE TP T PSPPSR 7010

B, SECUMTES (A1 MATKL) .....ceceeeies ettt e et ceb b st bbb bbb 7020
2. Net unrealized profit (loss) in open futures contracts traded on @ CONtract MATKEL ...t e 7030
3. Exchange traded options: )

A. Add: Market Value of an open option contracts purchased on a contract market .........coccecnes ferteern et anaetnen : 7032

B. Deduct: Market Value of an open opticn contracts granted (sold) on a contract Markel........cccccvvceniccreinvecirseeenenn, 7033
4, Net equity (deficit) (101al OF 1, 2 QNG 3) .o e b e bR b b 7040
5. Add accounts liquidating to a deficit and accounts with debit balances with no open trades et et 7050
6. Amount required to be segregated (101l OF 5 ARG 4) .ot s e b e 7060

FUNDS ON DEPQSIT IN SEGREGATION
7. Deposited in segregated funds bank accounts:

A, CBSN et e ettt reees 7070

B. Securities representing investments of customers’ fund (at market) .......ccooerimonicnennionn 7080

C. Securities held in particular customers or option customers in lieu of cash (at MATKet) ... icenimrnirin s 7090
8. Margin on deposits with clearing organizations of contract markets:

7100

B. Securities representing investments of customers’ fund (at market) 7110

C. Securities held in particular customers or option custemers in lieu of cash (at market) et st srr e 7120
9. Settlement due from (to) clearing organizations Of CONMACE MATKES ........ccoeverrnrrccnrerierince e 7130
10. Exchange traded options:

A. Add: Unrealized receivables for option contracts purchased on contract Markets ..o 7132

B. Deduct: Unrealized obligations for option contracts granted (sold) on cONtract MArKELS .........cc.ccovveiiveviimninnrcenenmnscimaninns 7133
11, NEt EGUITIES WII OENEE FOMS . oo vtiirisceemcmrceticiieins st e tas s s a8 S 000 7140
12. Segregated funds on hand:

N o7 1Y OO U O PO DT TS PO OO OO O T NSO PI IR PRI 7150

B. Securities representing investments of customers’ funds (at Market) ... 7160

C. Securities held for particular customers in lieu of €ash (At MArKEL) .......ccooviirimeeiiii e 7170
13. Total amount in segregation *total of 7 through 12) ......... $ 7180
14. Excess (insufficiency) funds in segregation (13 minus 6) $ 7180
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FINANGIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART i

BROKER OR DEALER First Winston Securities, Inc. asof 12/31/05

Ownership Equity and Subordinated Liabilities maturing 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 of Proposal Amount to be
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual Insider or amount and/or Net Withdrawal or . to

See below for Outsider? Capital Value of Maturity Renew

code to enter Name of Lender or Contributor (Inor Out) Securities) Date (Yes or No)
% [4600 4601) 460213 4603 4604 4805
% 4610} 4611 4612) 4613 [4614 (4615
%6 [4620 4621 4622 4623 4624 4625
% [4530 4631] 4632 4633 4634 4635
%s 4640 - 14641 [4642 [4543 4644 [4645
%o 4650 4651 4652 [4653 4654 4655
%o 4660 [ 4661 4662 4663 [4684 4665
% 4670] 4671 46721 4673 4674 4675)
%2 [4680 4681 4682 4683 4684 4685
% 4690 4691] 4692 4693 4694 4695

Total $ % [4699*

OMIT PENNIES

* To agree with the total on Recap (ltem No. 4880)

Instructions: Detail Listing must include the total of items maturing during the six month period foliowing the report date, regardless of whether or not the capital contributioq is
expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month period following the report dgte including
the proposed redemption of stock and payments of liabilties secured by fixed assets (which are considered allowable assets in the capital computation pursuant
to Rule 15¢3-1(c)(2(iv)), which could be required by the fender on demand or in less than six months. : :

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals
4, 15¢3-1(c)(2)(iv) Liabilities

SEC 1695 (07-02) 23 of 28
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FINANCIAL AND OPERATION.AL COMBINED UNIFORM SINGLE REPORT

PART I

BROKER OR DEALER First Winston Securities, Inc. asof 12/31/05

WO N:

11
12.
13.

FINANCIAL AND OPERATIONAL DATA

Month end total number of stock record breaks unresolved over three business days Valuation Number
A DTBAKS IONG oot ettt es et ens $ 4890 4900
B DIBAKS SNOM wovvvvvveeecnsecsecensssssscssssessene s semsessse st stsssssssssssos s sssssssssnessss v$ 4910 v, 4920

1s the firm in compliance with Rule 17a-13 regarding periodic count and verification
of securities positions and locations at least once in each calendar quarter?

(CRECK BMIBY ocvvrrercersssccsrsssssssses s ssssses s sssses cesssee s essesstesee s seess s eesee s nensen Yes [ ] [4930

Personnel employed at end of reporting period:

Ne [ (450

A, INCOME PrOGUCING PEFSOMNB! ....cvivrieiiereieiitieteeis ettt esssasst s e tbsseseesesencenscassses st ese e e aaesseasms e s s st sesesssenstseestassessessesensesesns [4950]
B. Non-income producing PErSONNE! (Bl OE) ...ccvvvorunrcericmmmrniersiansismssenstesstsss s sisssss s ssrssssase st sssssessseseeseoseessesssesessesressres 14960
B TOMA] e e ettt s et RS R e SeeR et ea et as e en e st e eesae s 4970
Actual number of tickets executed during current month of reperting period.. | 4980
Nunber of corrected customer confirmations mailed affer SEHIEMENt HAE ... s se et e s e raees 4990
Debit Credit
Na. of Items (Short Value) No. of ltems (Long Value)
Mongy GIfferenCes .......cou.errricerirnsonrrnne. K 5000 $ 5010 5020[%$ 5030
Security suspense accounts...... 5040 $ 5050 5060 $ 5070
Security difference accounts ........ 5080| $ 5090 5100 $ 5110
Commadity suspense accounts 5120{ $ 5130 5140] $ 5150
. Open transactions with correspondents,
other brokers, clearing organizations,
depositories and interotfice and inter-
company accounts which could result
in a charge — unresolved amounts over
30 calendar days ..........occocvvveiverneen. 5160 $ 5170 5180 $ [5190
Bank account reconcilliations — unresolved
amounts over 30 calendar days .............. 5200{%,$ 5210]%, [5220] $ [5230
Open transfers over 40 calendar days,
notconfirmed.. oo 5240] $ 5250 5260 $ 5270
Transactions in reorganization accounts
— over 60 calendar days.....................70 5280] $ 5290 5300[%:3 5310
TOMAl s 5320{ $ 5330] 5340] $ 5350
No. of items Leger Amount Market Value
. Failed to deliver 11 business days or longer (21 Business
Days or longer in the case of Municipal Securities) ........corvcernnee. 5360 $ 5361 5362
. Failed to receive 11 business days of longer (21 business
Days or longer in the case of Municipal Securities) ..........c..coonv..., [5363] % [5364] 5365]
. Security concentrations (See instructions in Part I):
A, Proprietary positions ...........coceerererrenenne $ 5370
B. Customers’ accounts under Rule 15¢3-3 ...c.cccoccvvvccennn $ 5374
. Total of personal capital borrowings due within six months ........c..ee.vee. . $ 5378
. Maximum haircuts on underwriting commitments during the period .............. %) 5380 -
. Planned capital expenditures for busingss expansion during Next SIX MOMNS ..o serrniessses s es s raenrsesaes $ 5382
. Liabilities of other individuals or organizations guaranteed by FESPONGENL .......c..cviereminrir i ieerrnr e ttesreiersersrrreaesseseesceneses $ 5384
. Lease and rentals Payable WIthIN ONE YEAT .......ccccouiruiiviiier ettt et as s st s s st b et se s s bt es s sea et an s anesbes et abe b enansanes s $ 5386
. Aggregate lease and rental commitments payable for entire term of the lease
A, GIOSS covvivriiieseceies i ites e b es b st ar s s e b ba st ba et s et s et Aa b A s Ao ARt A RS SR e RS8R A1 b e b et bae e st et e $ 5388
$ 5390
OMIT PENNIES
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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, 2005, 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 ruie 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 adeguate at
December 31, 2005, 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.

Besoin ¢ Bure, LLP

Winston-Salem, North Carolina
January 13, 2006



