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.~ _OATH OR AFFIRMATION

I, Mark G. Fndras ., swear (or af'ﬁrm) that, to the best of
my knowledge and belief the accompanying financial statement and supportmg schedules pertaining to the firm of
First Southeast Investor Services, ‘Inc

as

7

of Sentember 30th ~ 2006 » are true and correct. I further swear (or affirm) that

neither thé company nor any partner, proprietor, prmc:pal officer or director has any propnctary ‘interest in any account
classified solely as that of a customer, except as Ifc:llows '

2 ’
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Chief Financial Officer
Title

“-"-__‘ "'\'*Notary Public CMWM%MW Y, y7.20/3

This report ** contains (check all applicable bo: KEs):

[3 (a) Facing Page. ' :

GI (b) Statement of Financial Condmon ll

[@ (c) Statement of Income {Loss). ;

(3 (d) Statement of Changes in Financial Con:lmon

ftd (e) Statement of Changes in Stockholders“Equlty or Partners’ or Sole Proprietors’ Capital.

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

R (g) Computation of Net Capital.

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

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

D (i) 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.

O & A Reconciliation between the audited :nd unaudited Statements of Financial Condltlon with respect to methdds of
consolidation. : ' . :

E (1) An Oath or Affirmation.

O (m)A copy of the SIPC Supplemental Rep«)rt

O m A rcpon deseribifig any material inadeqgnacies found to exist or found to have existed since the date of the prevmus audit.

**For conditions of canf dennal treatment of cariain portions of this filing, see section 240. 17a-3(e)(3).
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FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First Financial Holdings, Inc.)

Financial Statements and Supplemental Schedules
September 30, 2006 and 2005
{With Independent Auditors’ Report Thereon)
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~ Board of Directors
First Southeast Investor Services, Inc.:

|
t
|

- . - 3 Y

- We have audited the accompanyiny; balance sheets of: First Southeast Investor Services, Inc. (a wholly

- owned subsidiary of First Financial Holdings, Inc.) as of September 30, 2006 and 2005 and the related
statements of income, :stockholder’s equity and comprehensive income, and cash flows:for the years then- :
ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, Thcse

* financial statements are the responsiJility of the Company’s management. Our responsibility is to exprcss :
an opinion on these imanmal statements based on our audits.

We conducted our audits in accordance with the auditing standards generally accepted in the United States
of America. Those standards. require: that we plan and perform the audit to obtain reasonable assurancc
about whether the financial statements are free of material misstatement. An audit includes consideration of
‘internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
.circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’ s
-internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
¢xamining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial state nent presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statemsznts referred to above present fairly, in all material respects, the
financial position of First Southeast Investor Services, Inc. as of September 30, 2006 and 2005, and the
results of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in schedules 1 and 2 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 under the Securities Excaange Act of 1934. Such information has been subjected to the
auditing procedures applied in the audits 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.

KPMe LIP

November 21, 2006

KPMG LLP. a U.S. -imited liability partnership, is the US
member fiem of KPMG International, a Swiss cooperatve,
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’

FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First Financial Holdings, Inc.)

Balance Sheets
september 30, 2006 and 2005

( Assets | ' 2006 2005
v ,I B . -

Cash and cash equwalent, : B 480,329 310,388 |
Ccrtlﬁcates of deposit ¥ 300,000 603,155
Investment securities available for sale, at fair value 366,365 321,781
Mortgage-backed securities available for uale, at falr value 71,328 104,935
Commissions receivable : . 114,674 156,410 i
Other asséts N " 36,787 48 817
Total assets ; . .3 1,369,483 1,545,486 ]

Liabilitics and Stockholder’s Equ:ity :

Liabilities: |
Accounts payable to clearing broker b 5,689 5,095
Income tax payable 108,380 96,753 .
Commissions payable 81,488 78,615 |
Employee benefits payable 59,238 59,564 ]
Accrued expenses and other liabilities 33,694 18,295 ¢
Total liabilities . 288,489 258,322
Stockholder’s equity: ‘
Common stock $10 par value. Authorizd 50 000 shares; ; |
issued-and outstanding 36,000 shares 360,000 360,000 !
Retained earnings 700,799 928,724 ’
Accumutated other comprehensive income (loss) 20,195 (1,560) .
Total stockholder’s equity 1,080,994 1,287,164 |

1,545,486

Total liabilities and stockholder’s equity $ 1,369,483

See accompanying notes to financial statements,
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Statements of Income

Years ended September 30, 2006 and 2005

FIRST SOU{ITHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First Financial Holdings, Inc.)

2006 2005 i
‘Revenue:; : }
Commissions ' . § 2,776,248 2,648,893
Interest ' 39,707 25470 .
2,815,955 2,674,363 .
Expenses: ‘ = ';
Salaries and benefits : 2,062,621 1,756,648 !
Occupancy and equipment 60,137 46,434
Fees to clearing brokers 51,946 44,221 |
Travel 47,669 51,772 l
Supplies 52,503 47,011 |
Telephone 22,365 17,736 |
Professional fees 31,880 22,634
Management fee to related partics 17,424 26,339 !
Revenue sharing expense 69,449 67,246 1
Other operating expense: 116,591 91,381 |
2,532,585 2,171,422 |
Income before income taxes 283,370 502,941 !
t
Income tax expense 114,624 201,161 |
Net income $ 168,746 301,780

See accompanying notes to financial statements.



FIRST SOUTHEAST INVESTOR SERVICES, INC
(A Wholly Owned Subsidiary of First Financial Holdings, Inc.)

Statements of Stockholder’s Equity and Comprehensive Income
‘fears ended September 30, 2006 and 2005

Accumulated

other Total '
R Mumber of Common Retained comprehensive stockholder's

' ___shares stock earnings income equity i

Balance, September 30, 2004 - 36,000 § 360,000 . 626,944 3,594 990,538,
Nét income — — 301,780 - 301,780
Other comprehensive income: . {
Unrealized net loss on securities - ] t
available for sale, net of income tax i — — . — ] (5,154) (5,154)

| Total comprehensive income | | _ 296,626

Balance, September 30, 2005 36,000 ¢ 360,000 928,724 (1,560) I.287,I64:
Net income : — — 168,746 - 168,746
Other comprehensive income: !'
Unrealized net gain on securities .
available for sale, net of income tax — — — 21,755 21,755
Total comprehensive income 190,501
Cash dividend paid — — (400,000) — {400,000)
Stock option tax benefit — —_ 3,329 — 3.329‘
(206,170)

Balance, September 30, 2006 36,000 § 360,000 700,799 20,195 1,080,994

See accompanying notes to financial statements.

t
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FIRST SOUTHEAST INVESTOR SERVICES, INC.

(A Wholly Ownt{?d Subsidiary of First Financial Holdings, Inc.)

Statements of Cash Flows

Years 2nded September 30, 2006 and 2005

Cash flows from operating activities:
Net income
Adjustments to reconcile net income te net
cash provided by operating activities:
Amortization of unearned discounts/premiums on
investments, net
Deferred income tax benefit
Decrease (increase) in commissicns receivable
Decrease (increase) in other assets
Increase in accounts payable to clearing broker
Increase in income tax payable
Increase in commissions payable
(Decrease) increase in employee benefits payable
Increase {decrease) in accrued expenses and other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of investmer:t securities avaiiable for sale
Purchases of certificates of deposit
Maturities of certificates of deposit
Repayments on mortgage-backed secunities available for sale

Net cash provided by (used in} investing activities
Cash flows from financing activities:
Dividends paid
Net cash (used in) financing activities
Net increase (decrease) in césh and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosures of cash flow infcrmation:
Cash paid during the period for:
Income taxes

Supplemental disclosures of noncash investing
and financing activities:
Unrealized net gain (loss) on securitics avajlable for sale,
net of income tax ' ' ‘
Other tax benefit

See accompanying notes to financial statements.

2006 2005 .
I

t

168,746 301,780 !
: |

|

851 1,171 |
(5,978) (14,376)
41,736 (44,113) !
4,674 (2,419).
594 1,743 ;
14,956 95,074 |
2,873 13,593 |
(326) 35,564
15,399 (18,118) |
243,525 369,899 |
}

(8,100) (303,073) |
— (600,001) |
303,155 400,000 |
31,361 36,283 |
326,416 (466,791) |
(400,000) — !
(400,000) — !
169,941 (96,892) |
310,388 404,888 |
480,329 307,996 |
!

i

107,558 g0l
|

|

|

21,755 (5;154) !
3,329 _ 1
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" FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First Financial Holdings, Inc.)

Notes to Financial Statements
September 30, 2006 and 2005

Organization I

On December 11, 1997, First Southeast Investor Services, Inc. (FSIS) was organized as a South Carohna
corporation. FSIS became a whollr owned sub51d1ary of First Fmanc1a1 Holdings, Inc. (Parent or Flrst
Financial) through the issuance of'25,000 shares of $10 par.value common stock. In 1999 and 2000 an
additional 10,000 and 1,000 shares of $10 par value common stock were issued to the Parent, rcspecuvely
The Parent is a savings and lodn holding company headquartered in Charleston, South Carolina which

owns and operates First Federal Savmgs and Loan-Association of Charleston (First Federal). 3

FSIS became a registered broker/dealer with  the National Association of Securities Dealers, Inc. (NASD)

. on November 24, 199§, makmg it.subject to the Securitics and Exchange Commission’s Uniform Nét

Capital Rule (Rule 15¢3-1) (the Rule), which requires that a defined minimum net capital be mamtamed
and the ratio of aggregate indebtedness to net capital, as defined by the Rule, not exceed certain levels

. FSIS began operations as an introducing broker/dealer on February 1, 1999. As an 1ntroducmg
- broker/dealer, FSIS sells stocks, boads and certain insurance products through another broker/dealer (the

of these policies used in preparing Fi31S°s financial statements are described in this summary. t

(@) Cash and Cash Eqmvalems |

“clearing broker”). All trades clear tirough the clearing broker, not through FSIS. ,
[

- ‘Summary of Significant Accounting and Reporting Policies ‘ |

The accounting and reporting policies of FSIS are in- accordance with accounting principles generally
accepted in the United States of Arnerica and conform to the rules and regulations of the Securities and
Exchange Commission (SEC) and MASD for registered broker/dealers in securities. The more 51gmﬁcant

|
. |
Cash and cash equivalents include cash, which'is held in a non-interest bearing demand deposit

account and an interest bearing transaction account at First Federal and money market accounts held
at nonaffiliated companies. |

by  U.S. Agencies, Morigage-baciied Securities and Equity Securities

U.S. Agencies, mortgage-backed securities and equity securities are accounted for in accordance
with Statement of Financial Accounting Standards (SFAS) No. 115, “Accounting for Certam
Investments in Debt and Equity Securitics”. Investments are classified into three categories as
" follows: (1) Held to Maturity - debt securities that the Company has the positive intent and ability to
hold to maturity, which are reported at amortized cost; (2) Trading - debt and equity securities that
. are bought and held prmmpall) for the purpose of selling them in the near term, which are reported at
fair value, with unrealized gains and losses included in earnings and (3) Available for Sale - debt and
equity securitizs that may be sold under certain conditions, which are reported at fair value, W1th
unrealized. gains and losses 4 :xcluded from earnings and reported as a separate component of
stockholder’s equity, net of i intome taxes.'All U.S. Agencies, mortgage-backed securities and equﬂy
securities held by FSIS are cIassuﬁed as available for sale, and interest mcomc is recorded in other
income. ,
The Compan} determines LIRS Agenmes mortgage-backed securities and equity securities
classification at the time of pur. shase. Premlums and discounts on securities are accreted or amortized

6 (Continued)
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(c)

(d)

(e)

{A Wholly Owned Subsidiary of First Financial Holdings, Inc.)
Notes to Financial Statements

i
'
|
FIRST SOUTHEAST INVESTOR SERVICES, INC. %
!
‘i
September 30, 2006 and 2005 '

|

. .
» as an adjustment to incomz over the - estimated life of the security using a method which
approximates a level yield. {! ' !
Unreallzcd losses on securities, reﬂectmg a decline in value judged by the Company to be other than
temporary, are charged to income in the consolidated statements of operations. The cost basis of
securities sold is determined by specific identification. Purchases and sales of securities are recorded
- on a trade datz basis. The fair value of securities is based on-quoted market prices or dealer quotes. :
!
Comprehensive Income - , I
SFAS No. 130, Reporting Comprehensive Income, establishes standards for the reporting and
presentation of comprehensive income and its components in a full set of financial statements.
Comprehensive income inclucles all nonowner changes in equity during a period and is divided mto
two broad classifications: net income (loss) and other comprehensive income (OCI). OCI mcludes
revenue, expenses, gains, and losses that are excluded from eamnings under generally accepted
accounting principles. Comprehensive income consists of net income and net unrealized gains and
losses on securities and is presented in the statements of stockholder’s equity and comprehensive
income. :
i
The Company’s “other comprehensive income” for the year ended September 30, 2006 and 2005 and
“accumulated other compreheasive income” as of September 30, 2006 and 2005 are comprised of

unrealized gains and losses on certain investments in debt securities and equity securities. |

Income Taxes !
FSIS is included in the consolidated Federal income tax return of its Parent. FSIS is also included i1!1
the consolidated South Carolina income tax return of its Parent and its other nonbanking subsidiaries.
The tax sharing agreement with the Parent provides for FSIS to compute its current taxes on a
separate returr: basis, and allows FSIS to reduce its current federal and state income taxes to thc
extent of available net operating loss (NOL) carryforwards of its Parent and its subsidiaries.

?
b

FSIS uses statement of Financial Accounting Standards No. 109, Accounting for Income Taxes,
which requires accounting for income taxes using the asset and liability method. Under the asset and
liability method of Statement 109, deferred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial statement carrying amounts of
existing assets and liabilities end their respective tax bases. Deferred tax assets and liabilities are
measured using enacted tax raes expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. i
. ;
Conmmission Revenue ;
Commissions earned on sales and purchases of securities for customers are recorded on a trade date
basis.

1
|
A
?
|
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FIRST SOUTHEAST INVESTOR SERVICES, INC.
{A Wholly Owned Subsidiary of First Financial Holdings, Inc.)

Notes to Financial Statements _
September 30, 2006 and 2005 ' ‘ ;

()  Use of Estimates in Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles generally acccptéd
* in the United States of America requires management to make estimates and assumptions that affcct
. the reported amounts of asset: and liabilities and disclosure of contingent liabilities at the date of the
" financial statements and the n,ported amounts of revenues and expenses during the reporting penod
. Actual results could differ from those estxmates A

© Reclassifications

~ Certain prior year balances Lave been reclassified to conform to current year presentation. These
reclassifications had no impact on stockholder’s equity or net income as previously reported.

(3) Investment and Mortg_age—Backed Securities Available for Sale

The amortized cost, gross unrealized gains, gross unrealized losses and fair value of investment securities
: available for sale are as follows:

September 30, 2006 _

Gross "~ Gross Estimated s
Amortized unrealized unrealized fair
cost gains losses ~ value l
U.S. Agency Securities. ‘ ;

FHLB, matures in 2007 § 300,185 — (3,372) § 296,813
Mortgage-backed securities: }
FNMA, matures in 2012 70,836 492 — 71,328 |
Equity Securitics |
NASDAQ Stock : 34,100 35,452 - — 69,552 ,

Total $ 405,121 35,944 (3372) $__ 437,693 L

September 30, 2005 %
Gross Gross Estimated |
Amortized unrealized unrealized fair ‘
cost gains losses value |
U.S. Agency Securities ‘ B
~ FHLB, matures in 2007 3 300,488 —-— 4,707) $ 295,781 |
Mortgage-backed securities: ' . 1
FNMA, matures in 2012 102,745 2,190 - 104,935 |
NASDAQ Stock .+ - 26000 — | — 26,000 |
“Total $ 429233 2,190 @707 $ 426,716 |

All of the unrealized losses have durztion of greater than twelve months.

{
8 (Continuec})
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FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First Financial Holdings, Inc.)

Notes to Financial Statements
september 30, 2006 and 2005

Income Taxes

H
The components of income tax expense (benefit) are as follows for the years ended September 30: i

£ 2006 2005
Current; . L
- Federal '8 103,337 187,362 |
State : , 17,265 28,175 3
120,602 215537 |
Deferred: !.
Federal (3,697) (12,497)!
State (2,281) (1,879)
(5,978) (14,376) |
s___ 1464 20u161 !

i

The income tax expense for the periods presented differed from the amount computed by applying thle
statutory federal income tax rate of 25.0% to income before income taxes because of the following:

2006 2005 :

Expected federal income tax expense $ 99,180 176,029 ‘
State taxes, net of benefit : _ ' ~ 9,739 17,092 ,
Nondeductible expenses 5,705 8,040 |

Total $ 114,624 201,161 |

|
Deferred income taxes result primarily from differences in financial and income tax reporting of ccrtaih
deferred compensation and prepaid expenses. The net deferred tax asset is $9,459 and $14,902 at
September 30, 2006 and 2005, respuctively. A portion of the change in net deferred tax assets relates to
unrealized gain on sccurities available for sale. The related current period tax expense of $13,334 has been
recorded directly to stockholder’s equity. The balance of the change in the net deferred tax asset results
from current period deferred tax benefit of $5,978. There was no valuation allowance for deferred tax
assets as of September 30, 2006 anl 2005. It is management’s belief that reatization of the deferred tax
asset is more likely than not.

l
Transactions with Related Parties !

Expenses are allocated under varions methods determined by FSIS, First Financial, and First Federal.

|
.These expenses are subject to change. Management fees, occupancy and equipment, and miscellaneous

fees paid by FSIS to related parties for the years ended September 30, 2006 and 2005 were $94,800 and
$83,675 reSpectlvely

|
i
9 (Continued)
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FIRST SOUTHEAST INVESTOR SERVICES, INC. f

(A Wholly Owned Subsidiary of First Financial Holdings, Inc.) ;
3

|

Notes_ to Financial Statements
September 30, 2006 and 2005

At .September 30, 2006 and 2005, FSIS cash of $399,830 and $262,926 respectively, was held in'a
non-intcrest bearing demand deposit and interest bearing transaction accounts at First Federal. !

!
Parent Employee Benefit Plans .
The Parent has established the Shas sing Thrift Plan which includes a deferred compensatlon plan (401(k))
for ‘all full-time and certain part-time employees. The Plan permits eligible participants to contnbute]a
maximum of 15% of their annual sélary (not to exceed limitations prescribed by law). Part-time employees
who work at least 1,000 hours in a calendar year may also contribute to the Plan. The Company wil match
the employee’s contribution up 1o 5% of the employee’s salary based on the attainment of certain proﬁt
goals. .

1
FSIS’s matching contribution charged to expense for the years ended September 30, 2006 and 2005, was

$56,585 and $53,726, respectively, and is included in salaries and benefits expense in the statement of

income., al

The Plan also provides that all emgloyees who have completed a year of service with the Parent in whicLh
they have worked at least 1,000 hours are entitled to receive a quarterly profit sharing contribution of 0%
to 100% of 6% of their base pay during such quarter depending upon the amount of each subsidiary’s
return on equity for that quarter. The Plan provides that regardless of the return on equity each eligible
employee will receive a profit sharing contribution equal to at least 1% of his or her base compensation on
an annual basis. Employees become vested in profit sharing contributions made to their accounts over. a
seven-year period or upon their carlier death, disability, or retirement at age 65 or over. Employees are able
to direct the investment of profit sharing contributions made to their accounts to any of the Plan’s
investment funds. Profit sharing ccntributions to the Plan by FSIS on behalf of participants during 2006
and 2005 totaled $54,787 and $36,393, respectively, for FSIS employees. This is included in salaries and
benefits expense in the statement of income. [

!

i

The Company is subject to the SEC’s Uniform Net Capital Rule (Rule 15¢3-1) which requires the
maintenance of minimum net capital, defined as $250,000, and requu‘es that the ratio of aggregate
indebtedness to net capital, as defincd, shall not exceed 8 to 1. i

Net Capital Requirements

At September 30, 2006, FSIS had net capital for regulatory purposes of $757,216. This was $507,216 i 1n
excess of its required net capital of $250,000. The Company’s ratio of aggregate indebtedness to net capltal
was 0.38 to 1 at September 30, 2006 which is less than the maximum of § to 1. _

- !

H

!

i
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FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First Financial Holdings, Inc.)

Notes to Financiél Statements
September 30, 2006 and 2005

(8) Reconciliation with Focus Report |

Focus Report Form 17A-5, Part [T w ‘hich is ﬁled quarterly

Net income per financial statements
Add other comprehensive income (loss) -
i

i Net income per Focus Reports

11

Al

.$‘

$

2006

|

The{followmg is a reconciliation of net income in the ﬁnancnal statements to the ﬁscal years 2006 and 2005

2005
168,746 301,780
21.755 (5,154)

190,501 296,626 |




FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Own:d Subsidiary of First Financial Holdings, Inc.)

Computation of Aggregate Indebtedness and Net Capital
Pursuant to Rule 15¢3-1 of the Securities Exchange Act of 1934
:September 30, 2006 and 2005

2006 2005
Agpregate indebtedness: , ,
Accounts payable and accrued liabilities S | 288,489 258,32
Net capital: '
Total stockholder’s equity 1,080,994 1,287,164
Less nonallowable assets: _
Investrment in and receivable from affiliates 167,626 161,155 ~
Excess cash held at affiliate 21,155 —
Commissions receivable from fixed anmuities 82,316 111,865
Accourts receivable 19,239 40,065
Prepaid expenses ' 17,188 17,743
Haircuts on securities 16,254 10,113
Net capital 757216 946,223
Capital requirement 250,000 250,000
Net capital excess $ 507,216 696,223
Ratio aggregate indebtedness to net capital 038to1 027101

Report Form X-17A-5, Part H-A (a: amended) dated September 30, 2006 and 2005.
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The 2006 and 2005 computations do not differ from the Company’s computation, as shown in its Foc{x
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Schedule 2

FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of First Financial Holdings, Inc.)

Computation of Aggregate Indebtedness and Net Capital

i
'
i
!

l
Pursuant to Rule 15¢3-1 of the Securities Exchange Act of 1934 !
September 30, 2006 and 2005 ;

¢

+

FSIS is subject to the provisions of Rule 15¢3-3 of tile Securitie%'Exchange Act of 1934. FSIS does not

hold customer cash or securities. Checks are received in the name of FSIS and are immediately

restrictively endorsed and deposited in a-Pershing, LLC bank account held at First Federal. Securities
received are forwarded overnight to UVEST Investment Securities. FSIS fully introduces brokerage
accounts to Pershing, LLC and FSIS does not have balances which would be included in a reserve
computation. Therefore, the reserve requirement under Rule 15¢3-3 was $250,000 at September 30, 2006
and 2005.

!
|

The above computatlon does not differ from FSIS’s computatlon as shown in its Focus Report
Form X-17A-5, Part II-A (as amended), dated September 30, 2006 and 2005.
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