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Expires: Jaruary 31, 2007
Estimated average burden

ANNUAL AUD'TED REPORT howrs perrespense... ... 12.00
FORM X-17A-5 SEC FILE NUMBER
PART Il 8- 38999

FACING PAGE
Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING  01/01/06 AND ENDING 12/31/06
MMDDYYY MM/DDYYY

A. REGISTRANT IDENTIFICATION

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

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.
121-E Reynolda Village

{No. and Street)

Winston-Salem North Carolina 27106
(City) {State) {Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT [N REGARD TO THIS REPORT
William F. Marshall : (336)761-1900

{Area Code - Telephane Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Butler & Burke, LLP, CPA’'s

(Name — if individual, state tase, first, middle name)

100 Club Oaks Court, Suite A Winston-Salem North Carolina 27104
{Address) (Cey) {State) (Z1p Code)

CHECK ONE: P@@@ESSED

B Certified Public Accountant

O Pubtic Accountant MAR 91 ZUUYE"

O Accountant not resident in United States or any of its possessions,

FOR OFFICIAL USE ONLY ENANCIAL

*Cluims for exemption from the requirement that the amnual report be covered by the opinion of an independent public accountant
must be supported by a statenent of faces and circumstances refied on as the basis Jor the exemption. See Section 240.17a-5(e)(2)

Potential persons who are {0 respond to the collection of
informatien contained in this form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.
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OATH OR AFFIRMATION

!, _ William F. Marshall , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
First Winston Securities, Inc.

, as
of _December 31 .20 06 | are true and correct. 1 further swear {or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

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

JO ANN WILLIAMS
NOTARY PUELIC

Signature

/KZEEG/cyﬁur—ﬁ

Title

Notary Public

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

(a) Facing Page.

{b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

{c¢) 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 Relzting to the Posscession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Compuration 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 methiods of
conselidation.

(i} An Oath or Affirmation.

[d (m) A copy of the SIPC Supplemental Report.

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

x (o) Independent auditors' report on internal accounting control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3fe)(3).
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SECURITIES AND EXCHANGE COMMISSION

OMB APPROVAL

UNITED STATES OMB Number: 3235

-0123
Expires: October 31,
Estimated average burden

2004

Washington, D.C. 20549 hours perresponse. . . ... 12.00
X_1 7A_5 (Financial and Operational Combined Uniform Single Repart)
PART I
(Please read instructions before preparing Form.)
This report is being filed pursuant to {Check Applicable Block(s)):
1) Rule 17a-5(a) [x [16] 2) Rule 172-5(p) [ 17] 3) Rule 172-11 [__[18]
4) Special request by designated examining authority 5) Other
NAME OF BROKER-DEALER SEC FILE NO.
#-38999 14 ]
FIRM 1.D. NO.
First Winston Securities, Tnc. [13
ADDRESS OF PRINGIPAL PLACE OF BUSINESS (Do Not Use P.0. Box No.) :
FOR PERIOD BEGINNING (MM/DD/YY)
121-E Reynolda Village 20
(No. and Street) 01/01/06 [ 24
. . AND ENDING (MM/DD/YY)
Winston-Salem z7]North Carolimpm 27106 (73]
{City} (State) {Zip Code) 12/31/06 25
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACY N REGARD TO THIS REPORT (Area Code) — Telephane No.
William F. Marshall m] (336)761-1900 (31
NAMES OF SUBSIDIARIES OR AFFILIATES CONSOLIOATED IN THIS REPORT: OFFICIAL USE
{32 33
34 [35
36 [37]
38 39|
r_ ‘l DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS? YES | [40 i NO [ [ 41]
CHECK HERE IF RESPONDENT IS FILING AN AUDITIED REPORT [ X T42]

EXECUTION:

The registrant/broker or dealer submitting this Form and its attachments and the person(s) by
whom it is executed represent hereby thal all information contained therein is true, correct znd
complete. It is undersiood 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

submitted.

Dated the
Manual sjgna

DG i daf SAHa#r 20 07

Principal Operations Officer dr Partner

ATTENTION — Intentional misstatement or omissions of tacts constitute Federal
Criminal Violations. {See 18 U.5.C. 1001 and 15 U.5.C. 78:f(a))

|— J Persons who respond to the collection of information contained in this
form are not required torespond unless the form displays a currently valid
OMB control number, SEC 1695 (07-02) 1

of 28
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY: ;

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Repert

NAME {If individual, state fast, first, middle name})

Butler & Burke, LLP, CPA’s 70
ADDRESS

100 Club Oaks Court, SuﬁtﬁjA Winston-SP%Fp North Can%§na 27104[7?1

Number and Street City State Zip Code
CHECK ONE
(X 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. NO. | CARD
MM/DDAYY
50 | [ 51 [ 52 [ 53

SEC 1695 (07-02) 2 of 28
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BUTLER BURKLE..

CERTIFIEDR PUuBL) ACCOUNTANTS

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, 2006, 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 helieve 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, 2006, and the results of its
operations and its cash flows for the year then ended in conformity with U.S. generally accepted
accounting principles.

Botn ¢ LRurie, LLP

Winston-Salem, North Carolina
January 29, 2007

100 CLUB OAKS CT, SUITE A
WINSTON.SALEM, NC 271Q4a

P 328 788 2310 fr 3238 768 83723




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT ;
PART Il

?ROKER OR DEALER
First Winston Securities. Inc.

N2IIII ||

STATEMENT OF FINANCIAL CONDITION

See accompanying notes to financial statements.

asof Mmooy 12/31/06 39
secrteno.8-38999 98
Consolidated | [ [198
Unconsofidated |~ ] {799
ASSETS
Allowable Non-Allgwable Total
GOSN woeveversnrncessninneeon S 101,413 [2007 $ 101,413 [70)
2. Gash segregated in compliance with federal
and other regulations ..............c...cceeeeeverevecnesieeee e, 210 760
3. Receivable from brokers aor dealers and
clearing organizations:
A, Failed to deliver:
1. Inciudable in “Formula for Reserve
Requirements” 220
I 111 S 230 | 770
B. Secwrities borrowed:
1. Includable in"Formula for Reserve
Requizements™ 240
2. BHNBI s 250 780
C. Omnibus accounts:
1. Inciudable in"Formula for Reserve
Requirements” .. 269
2. OB ettt 3 270 790
0. Clearing organizations:
1. Includable in“Formula for Reserve
REQUIFBMENTS™ ... s 280
2. BHEL e e 290 800
L 300 | § [ 550 ]+, 810
4. Receivables from custorners:
A, Securities accounts:
1. Cash and fully secured accounts ..o, 3o
2. Partly secured acCOURS .........ocerrveveverennnn.. [ 320 560
3. Unsecured aceounts .....co.coovviiieieccen 570
B. Commudity aCCOUNIS ...oovveovrcorrerercveeieee s 330 580
C. Allowance for doubtful accounts ..o VIE| 335 | [ ) ] 590 820
S. Receivables from non-customers:
A, Cash and fully secured accounts ..., 340
B. Partly secured and unsecured accounts ............ 330 600 830
6. Securities purchased under agreements
LR R [360] = 605 840
7. Securities and spot commodities owned,
at market value:
A Bankers acceptances, certificates of
deposit and commercial paper ......c.co.o.oecevveeueee [ﬁ]
B. U.S. and Candaian government
OBHGANONS ...t 380
C. State and municipal government
ODGANENS - - oo ( [ 390 |
D. Corporate ebligations .. 3 [[400]
OMIT PENNIES

SEC 1695 (07-02) 3 of 28
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il

BROKER OR DEALER Flrst Winston Securities, Inc.

as of 12/31/06

STATEMENT OF FINANCIAL CONDITION

ASSETS
llowabl Non-Allowable TJolal
E. S1OCKS 20d WAITARIS ouvvvs e 98 46.185 410
Fo OHONS oo . 420
G. Artitrage........ 422
H. Cther securities ......... . 424
[ Sport COMMOOILIES ..vvveeeeicree e 430 s 1 ’ 416 " 768 W
8. Securities owned not readily marketaoie:
A AtCest..1§ 130 440 § 610 860
9. Cther investments not readily marketable:
A MGost... $ [1¢0]
B. At estimated fair value .......oooer e, 450 62C 870
10. Securities borrowed under subordination
agreements and partners’ individual and
capital securities accounts, at market vafue:
A. Exempted
securities..  § 150
B. Other..... $ 160 | o 460 630 880
11. Secured demand notes-
market value of collaterak:
A. Exempted
securities .. $ 170
B. Otner. .8 180 470 [640 ] 890
12. Memberships in exchanges:
A, Qwned, al market
value ... 1) 190
B. Owned a1 CO5t oo !ﬁl
C. Contributed for use of company,
at market value ... s 660 900
13. Invesiment in and receivables from aHiliates,
subsidiaries and associated partnerships 480 lﬁ 4 910
14. Property, furnilure, equipment, leasehold
improvements and rights under lease
agreements:
At cost (net of accumulated depreciation
and amortization)... ..o, 490 7,938 [e80] 7.938 lao
15. Other Assets: -
A. Dividends and interest receivable ... 24,670 [500] 690
B. Free shipments .........ccccoevennen. 510 700
€. Loans and advances .. 520 710
D. MSCENANEOUS .ooooroerreoooe 13 097 [50 720 37,767 [o3n]
16. TOTAL ASSETS ©.ovvocveeeveeevees e s 1,555 948 [540]%8 7,938 740 s 1,563,886 [ow]-

See accompanying notes to financial statements.

OMIT PENNIES

SEC 1695 (07-02) 5 of 28
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il

BROKER OR DEALER First Winston Securities, Inc.

as of 12/31/06

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND QWNERSHIP EQUITY {continu

AL Nan-A.l.
Liabitities* Liabilities* Total
Labilities
17. Bank loans payzble:
A. includable in “Formula for Reserve
REQUITBIMBIIS™ ..o eceves et $ 1030; § 1240 § 1460
B OUREI. e 1040} S 200 000 1250 % 590000 1470
18. Securities sold under repurchase agrement.... 7 1260 - 1480
19. Payable to brokers or dealers and
clearing organizations:
A, Failed to receive:
1. Inciudable in "Formula for Reserve
1050 1270 1490
1060 1280 1560
B. Securities loaned:
i. Includable in “Formula for Reserve
Requirements” ... vccininisinecsisinn. 1070 % 1510
2 OB e " 1080 [1290] 1520
C. Omnibus accounts:
1. Includable in "Formula for Reserve
ReqQUIrEMENTS" . .\.vvevee e ee e ree e senseeeenes 1090 1530
PR SO 1095| %, [1300] 1540
D. Clearing arganizations:
1. includable in *Formula for Reserve
Requirements” .............. 1100 1550
2. Other..... 1105 1310 1560
E. ORI .ottt e e 1110 1320 1570
20. Payabie to customers;
A, Securities accounts-including free credits
ol 88 950 | 1120 s 1580
B. Commodities accounts .........oocneeineciinicnne T 1130 m 1530
21. Payable to non customers:
A Securities aCCOUMIS ..o 1140 1340 1600
B. Commodities accounts 1150 1350 1610
22. Securities scld not yet purchased at market
value-including arbitrage
of S 960 [1360] [1620
23. Accounts payable and accrued fiabilities
and expenses:
A, Dratts payable ..o 1160 1630
B. Accounts payable ... URTRUTOURN 1.310 1170 1.310 1640
C. Income taxes payable .....ovoremeonerermreonecs o 1180 % 1650
D. Deferrad iNCOME AXES ...ouvveeeve v ieris s % [1370] 1660}
E. Acrued exgenses and other liabilities .. 1190 1670
L 1T SR A 1200 [1380] 1680
OMIT PENNIES

“Brakers or Dealers electing the atternative net capitat requirement method need nat complete thesz columns.

See accompanying notes to financial statements.

SEC 1695 (07-02) 7 of 28

Page 7




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il

‘

8ROKER OR DEALER  First Winston Securities, Inc.

asof 12/31/06

STATEMENT OF FINANCIAL CONDITION

IES_AND OW HI ITY {contin
Al Nor-A L
Liabtlities* Liabilittes* Tatal
Liabilities
24. Notes and mortgages payable:
A UNSECUTED oo e $ 1210 5 1690
B. Secured . 1211] § [1390] 1700
25. Liabilities subordinated to claims
of general creditors:
A, Cash DOMMOWINGS: ..ocoeee e cetvrecreeenrenes 1400 1710
1. from outsiders 2% 9?01
2. Includes equity suberdination (15¢3-1(d
of ... $ 980i
B. Securities borowings, at market value ....... 1410 1720
from outsiders 1) 990
C. Pursuant to secured demand note
callateral 3greements oo 1420 % 1730
1. from putsiders $ 1000
2. Incluces equity suborcination {15¢3-1(d)
of....... 8 1019
D. Exchange memberships contributed for
use of Lompany, at Market Value ........coo..conveee.n. %8 1430 1740
E. Accounts and other berrowings not
qualified for net capital purposes 1220 1440 1750
28 TOTAL LIABILITIES woovooeverrconicreccrrnnee $ 1,310 [72%]s __s5q9g_pOon__ [1%%0]s _ 591 310 1760
Qwnership Equity
27, G018 PrOPABIOMSRID .. .ooceeece oot etr et ree ey ettt sa s e skt e s e s $ 1770
28. Pannership-limited partners . $ 1020; S 1780
2%, Corporation:
AL PTBIBITRE SEOCK 1 1v.v1eceseeeeeceeeeeieeeeseee e emaseess st esasesssseesessanssesseesee e beb a4 4o es AR L1081 st e e 28202t s s RS 1791
B. Common $tocK .....ccocveveene. - w 270,886 1792
C. Additional paid-in capital ... 1793
D. RElZINEd BAMHIGS 1.vvvveverveeroroensmeeesese s senees e 701,690 1794
B T oottt e e e Q772 576 1795
F. Less capital stock in treasury ... { 7 )[ 1796
30. TOTAL OWNERSHIP EQUITY oo oree s tss 1ot ees e e me e a6 2o 458t ettt ab 4o b e § Q72 ' S76 1800
kH TOTAL LIABILITIES AND OWNERSHIP EQUITY .._..cvcooovevvcrrercrnenrmicnnesesmssmsimssnssssmssmsnssmssosssssmssssmssmssssessssonsonsenrssnssn s 91 - 903 B86 1810

*Brokers or Dealers electing the alternative net capital requiremnent methed need not complete these columns.

See accompanying notes to financial statements.

OMIT PENNIES

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

BRgNER OR DE For the period (MMDDYY) from30 1 /OT f8péetd. 2 /31 /063333
1rst lns ton Securities, Inc. Number of months included in this staterment 12 3931
STATEMENT OF INCOME (LOSS)

REVENUE
1. Commissions:
a, Commissions on transactions in listed equity securities executed on an exchange... DO OO OUOUON- 3835
b. Commissicas on transactions in exchange listed equity securities executed gver- lhe cuun:er ............................... 3937
¢, Commissions on liSte0 OPLON tFANSACUONS .....cocoivcvee ettt e ettt es et n e ees e e b s e et en s b et aba st es e bene s sm st s s smmnsnian 3938
d. Al other securities commissions ........ et AR e A ST AR AR 44 IR NS4RS R AT dennt oS ae b s enba PR RR AR e 3839
€. TOal SECUMIES COMITHSSIONSG ©ouvivesiisvcrrrer e srvesrre e e s s s enear e g e eSS oo en e r e PR e g st et ss it een o 35840
2. Gains or losses on firm securities trading accounts
a.  From market making in over-the-counter equity securities .. 3941]
1. Includes gains or {osses) OTC market making in exchange Ilsled equny secunt:es [39&3]
b. From trading in debt SECULES . o..o...ooooooeooeececee e e 793 .187 3944
¢. From market making in oplions on & natienal securities exchangs 3845
o FEOM Al QBT TTAGIRG ceeer ettt et e et et st seae s e 8 e et £ R e e b s 35849
8. TOME] QNS OF I0SSBS) coooreserere e oesseee s es e ss oo e ss s o8 s s s st 793,187 3550
3. Gains or losses on firm securilies investment accounts
3. INCINAES 1EANZEA GAINS (IUSSBS) oo evveeveseeeeesers oo rssssssssssss s s st sesssense e F4235]
b. Includes unfealized ains (JOSSES) .ot e 4236
c. Total realized and unrealized gains (loses) ... n 3552
4. Profits or {losses) from undzrwriting and selling groups 7 . 002 3955
a. Includes underwriting income fram corporate equity secuntles ! 4237
5. Margin interest .. - v 3860
6. Ravenue from sale or mvestment compary shares ............................. 3970
7. Fees for account supervision, investment advisory and adminiStative SBIVICES ........ccvcveriens ettt rens 3875
8. REVENUE TFOM TESEAMCI SEIVICES .vovuovuiovevessieseesesssemsnssessssnssessses soesmees sesets o eseosead 420 seie et 1040840041 02164181 e s s e R A ER O psm o 3980
9. Commodities revenue 3590
10. Other revenue related to securities business. 2 3385
12, TOMII FEVBNUE ....ccveoseeeeees oo oeeeesssess st ss s s ensssrses s s s s msssssenssessspssssanscssreessmneenscncins. 3 830460, 8 | 4030
EXPENSES
13. Registerad representative’s COMPERSALON ..., . .oeueur e ecericeie st emecs s s eres s ees s et e s SE00 3 L78 Q48 4110
14, Glerical and administrative employees' expenses 82,000 4040
15. Salaries and other emptoyment costs for general pantners, and voting stockholder etficers 156,000 4120
a. Includes Interest credited to General and Limited Partners capital accounts
16. Floor brokerage paid 1o certain brokers {see definition} ... 4055
17. Commissions and clearance paid 1o all other brokers [see dennmun) 3 4145
18. Clearance paid 1o non-brokers (see definilion) ...........ccoevervevone, 60.925 4135
19, COMMUNICAHENS «.oveeereecereriees A1 180 4080
20. DCCUPANCY ANE BQUIPIENML COSES L..o.ooooooeoecoscevaie e eesscemssessss e ses s s s 08 28BS4 AR b b s h1 160 4080
21, PTOMOLONA! COSES ... oevocveerressicsseseeeestesicsseeseesssenesseee s ssscesshees s see b4 484 A RSP0 R A8 SR 0  beeetsesb a0 . 4150
D2, INEEIES! KDEMISE w.orvr . seeeoe o sesssseesesees s reemese oo e e eeeee e s e85 2885 R 2L, 272 [ars
2. Includes interest on accounts subject 1o subordination agreements [4070]
23. Losses in error account and bad debts .. . 4170
24. Data processing costs {including service bureau service ChargeS) % 2,882 4186
25, NON-TECUTING CRATGES ©.ovvvrieveeeeeiy e emesee e eene e 4180
26. Regulatory fees and expenses ... L,84L a9
27. CHNEr EXPeNSes ....oooowcerrerenn 93,598 |4t00
2. TOTR! BXDEISES ...v.o.eveeremeeemeomseeseeeeoreoeseeesseeaeessse s 8ss o35 sseae 31 R0 € RR 8110883 R 8 AR 20 958,016 4200
NET INCOME
29. Income (loss} before Federal income taxes and items below {ltem 12 (888 MEM 28} .....ooriieiicinre s csir e (101,468) [410
30. Provision lor Federal income taxes (for parent only) ... 4220
31. Equity in eamings (losses) of unconsolidated subsidiaries not included above . 4222
2. After Federal income taxes of .
32. Extraordinary gains {losses) ... 4224]
a. AHer Federal income Iaxes of
33. Cumutative effect of changes in accountmg pnnumes ................... 4225
34. Netincome (loss} after Federal inCOME 12%85 AN EXITAOTTINALY HEMIS w..ovvvvvvvcemvereeeeesssesmssseessesmssscssmsssssessssbesssasssnsssressssssenecsosmsessntins (101.,468) 4230
MONTHLY INCOME
35. Income {current montts only) betare provision for Federal income taxss and exXirAOFANATY BMS ........oocowcmrmrrrvcomrrmsrsisserermsssnereces 9 4211

SEC 1685 (07-02) 15 of 28

See accompanying notes to financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

Capital Withdrawals
PART Il
BRokeR OR DEALER First Winston Securities, Inc. asot 12/31/06
RECAP
Ownership Equity and Subordinated Liabilities maturing or proposed o be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Nel Capital.
1. Equity Capital
A. Partnership Capital:
1. GENBAI PAMIEIS o...ooo.eoeceocee e se et ss et ssssress s e s s smas snss e sssm e eermnniee B3 O 4700
2. Limited .. eeeer ettt aeba e s e eAR R8RSR RSB ER SRR R R 4710
3 Undlstnbuted mes ........... 4720
4. Other (deSCriBe BEIOW) ..o bbb e 4730
9. S0lE PrOPRBIOMSRID wuvciviseiie e e e s s s 4735
B. Corporation Gapital:
1, COMIMON SIOCK vy vt reeste vt ettt ettt et et ees s e et s besrems s e 4740
2. Preferred Stock ...... 4750
3. Retained Eamings (Dnndends and Dlher) ks 4760
4. Other (describe below) ... S 4770
2. Subordinaled Liakilities
A, Securad Cemand NOES ...ttt e e s s 4780
8. Cash SUBOTGINAES L.oirvieriireresres e e mress see e as et se e st et r e e 4790
G DBDEMIUTES ....vcvevereteee et aee e ts s et es e as et ensem st enesmsn s bota b en s ebt en b e srep st ne s e 4800
D, Other {descriDe DRIGWY ...oviiusi s e ettt sttt 4810
3 ot nticipated Withdrawals
B BOMUSES ..ottt ettt b e s b SRt 4820
8. Voluntary Gontributions to Pension ar Profit Sharing Plans .. 57 4850
C. Other {(describe Delow) ........ooveeee e 4870
TOMAY ettt et eas s eme et et e Ra s et oe 5 et ns eS8 £s bt b e e et et e e kst $ 4880

4. Description of Qther

STATEMENT OF CHANGES IN OWNERSRIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. B2lance, DEGINNING 0F PEITD ...co.roe ettt e PSP S0 4 bbb b SE e AR 8B R et a e 51 » 443 » 012 4240
A MEUINCOME [0S} oo eeesees s seeses s (1071,468) !4250

8. Additions {inciudes non-coatorming capital of ...........ooeeveeieevee e T 4260

. Deductions (includes non-conforming ¢apital of .... 368,968 4270

2. Balance, end of PErOG (FIOM REM TBODY ....oooiiv oottt ettt e bR RS e s PR hn s s e $ Q79 K74 42390

F -y 0
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. BANCE, DEGINNIAG OF PTG ......oovoooo oot e e et ee s sessessere st s s s ses e saeesteess e sshms b bt S48t emt e s s b h ek RE i e 3 0 4300
A INCrEaSES . - 4310

8. Decreases .. . { 4320

4. Balance, end of per:od (From Etem 3520) ............................................................................................................................................ 3 U 4330
OMIT PENNIES

SEC 1695 (07-02) 25 of 28

See accompanying notes to financial statements.
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FIRST WINSTON SECURITIES, INC.
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2006

OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net
cash used in operating activities:
Depreciation
(Increase)} decrease in operating assets:
Securities owned, net
Interest receivable
Other assets
Increase (decrease) in operating liabilities:
Accounts payable
Payable to customer
Payable to dealer
Net Cash Used in Operating Activities

INVESTING ACTIVITIES
Purchase of property and equipment
Net Cash Used In Investing Activities

FINANCING ACTIVITIES
Borrowings of secured short term bank loans, net of repayments
Stock redemption
Net Cash Provided By Financing Activities

DECREASE IN CASH

Cash and Cash Equivalents, Beginning

$  (101,468)

990

211,912
(7,045)
5

9384
(126,934)

(100,090)
(121,076)

(5,375)
(5,375)

370,000
(368,969}

1,031

(125,420)

226,883

Cash and Cash Equivalents, Ending $ 101413
Supplemental cash flow disclosures:

Interest paid $ 24272
See accompanying notes to financial statements. Page 11




FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

First Winston Securities, Inc. is registered as a dealer pursuant to Section 15(b) of the Securities Exchange
Act of 1934. The Company deals primarily in municipal bonds and performs underwriting services only as a
participating underwriter. The Company's customers are generally located in North Carolina.

Securities Transactions

Securities transactions (and related revenues and expenses) are recorded on a settlement date basis,
generally the third business day following the trade date.

Securities
Marketable securities owned by the Company are valued at market value. Net unrealized gains and losses
are reflected in operations. Securities not readily marketable are valued at fair value as determined by

management.

Underwriting Service

Underwriting fees or expenses are recognized when the underwriting is completed and the income or
expense is reasonably determinable.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all short-term debt securities purchased
with a maturity of three months or less to be cash equivalents.

Receivables From and Payables to Customers and Dealers

Amounts receivable from and payable to customers and dealers represent the contract amount of securities
which have not been received or delivered by the settlement 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 forincome taxes because the Company dees
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.
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FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of Estimates

The preparation of financial statements in conformity with 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, 2006:

Office furniture and equipment $ 66,699
Leasehold improvements 1,905
68,604

Less: accumulated depreciation and amortization (60.666)
57938

NOTE C: SECURED SHORT TERM BANK LOANS

At December 31, 2006, 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% (7.53%) at December 31, 2006. At December 31, 2006, the total borrowed of
$590,000 was fully collateralized by the Company's trading inventory. The agreements with the bank expire
on June 30, 2007,

NOTE D: COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company enters into underwriting commitments and when-issued
contracts. At December 31, 2008, the Company expected no losses from such open commitments.

NOTEE: LEASES

The Company leases its office space under noncancellable operating leases expiring in April, 2007, and
July, 2008. Future minimum lease payments under the terms of these agreements at December 31,
2008 are as follows:

2007 $ 23,389
2008 11,441

Rent expense under these leases was $26,509 in 2006.
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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, 2008, the Company had net capital of $931,203 which exceeded its
required net capital of $100,000 and its net capital ratio was .001 to 1.
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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, 2008, and have issued our report thereon dated January 29, 2007. 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.

Beton ¢ LRuriee, LLP

Winston-Salem, North Carolina
January 29. 2007
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT :
PART |l

BROKER ORDEALER First Winston Securities, Inc. asot_12/31/06

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial Conditon - ltem 1800 972 576 3480
2. Deduct Dwnershig equity 10t AlloWable 10T NEt CPIEl ...........cvvvrevnso s esseeseenees e ssesmssnarsenrecersoe Lo 1| 3490
3. Total ownership equity gualified for Net Capital .......... bttt esa et emastemasaeans e see e s S fe et et e e bt s [ 972 576 3500
4. Ada "
A, Liabilities subordinated to claims of general creditors allowable in computation of net capital ... e 3520
B. Other (deductions) or allowahle Credits (List) ... e e . 3525
5. Total capital and allowabte subordinated RaBIIES ..o e ettt eb g enenn _ 3530
6. Deductions and/or charges:
A. Total nonallowable assets from
Statenent of Financial Condition (Notes B and C) ..o e e 53 7 3 938 3540
{. Additional charges for customers’ and
non-customers’ Security accounts ..., et ra e et eere e et e s e $ 3550
2. Additionai ¢charges for customers’ and
non-customers’ commudlty BCEOURLS ..o irerir s e vmee s s rae e seree e s s eseda s 3560
B. Aged fail-to-deliver .. ettt et tieas et e aae et enaet e e e eSS R E8 e et rrnes b 3570
1. Number of items . » S 4 [3450]
C. Aged short security d:ﬂerences less
FESEIVE O oo v B 34601 % 3580
number of EIEITIS 3470
D. Secured demand note dEfIClEﬂCy ............................................................................................ 3580
E. Commodity futures contracts and spot commodities
- proproetary capital charges..... 3600
F. Other deductions andfor charges..... 3610
G. Deductions for accounts carried under Rule 15¢3- 1 )(6) (a (7) and (c)(Z)(x) . 3615
H. Total deductions and/or charges .. ettt tuemearatate R emesaas s eeee et send e A LR RIS R TR ER AT S nE £ e 1 eRR St A2kt e e et SRR { 7 ’ 938 )] 3620
7. Other additions and/ar allowable credits (L¢st) ............................................................................................................. [TYW KXY 3630
8. Nat capital before haircuts on securities posmons ............................................................................................................................... $ - 3640
S Haircuts on securities: {computed, where applicable, pursuant ta 15c3-1{f);:
A. Contractual securities committments 3680
B. Subordinated securities BOMOWINGS .......ocooveevciivecer e, 3670
C. Trading and investment securities:
1. Bankers' acceptances, certificates of deposit and commercial Paper .......oovevcenreeneen ™ 3660
2. U.S. and Canadian government obligations ... viniieminnrens . 3690
3. State and municipal government obigAtions ... 7?6507 a7y
4. COrporale OBHGAONS .....oovverrsieersscesieececeesee e sarssr e rss e csers et ssb s am s i 371
5. Stocks and warrants ... 6.928 3720
6. Options ..cooeeeeeee. . i 3730
7. Ambitrage............ e eh e Rt bes e ye e e e b am s e b TR e e 3732
8. Other securiies e 3734
0. Undue Goncentration .. . 3630
P 73, (33,435 [T
D0, NEL GBI e e e et $ 931,203 [Fw
OMIT PENNIES

SEC 1695 (07-02) 11 of 28
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT i
PART Hi

BROKER OR DEALER First Winston Securities, Inc. asof 12/31/06

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11. Minimum net capital required (6%,% of tine 19} ...... e ere et eet s k23S s RS Re et e et et e e 3 87 3756
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsiciaries computed in aCCordance WIth NOE {A) ......vu e e S 100,000 [37s8

13. Net capital requirement {greater of fine 11 07 12) oo 100 000 37560
14. Excess net capital (ling 101855 13) ouvvcvveemremmmrrsssrrssresreneen 8317203 |3/
15. Excess net capital at 1000% (ine 10 185 10% 01 HNE 19) oo et 3 931 y 07 9 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total Al lizbilities from Statement of FIRANCIAI CORMION . _....cccoooovvrioo it e R S 1 ’ 310 3790
17. Adg:

A Drafts fOr iMITIEGIAIE CTEAI .ovov.s oo ee v e ee e sres it raar e s ssesssb s st as bbb

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

I8 A OF CIBOIEEA L.....crococr e eecimaeee e s

C. Other unrecarded BMOUNLS (LISL) vu..uuucrcrcssmimimmssssssssis s sseariscssmsasrese s 3830
18. Deduct: Adjustment based on deposits in Special Reserve Bank Accounts (15¢3-1 (e)(1){vii) .. 3838
19. Total aggregate indebtedness 1,310 [3840
20. Percentage of aggregate indebtedness to net capital (ine 19 + BY 118 10) vt 01 (380
21, Percentage of aggregate indebtedness to net capital after anticipated capital withdrawals

{ine 19 = by iNg 10 1258 BM 4BBO PAGE 25) oevrvrvesesrsis oot e 0 % 01 3853

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

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

prepared as of date of the net capital comgutation including both brokers or dealers and conselidated subsidiaries’ debits .............. 253 3870
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requiremnent of

subsidiarias computed in accordange With NOTE [A) .. v e s [T 3880
24, Net capital requirement (QrEater 0 N8 22 G 23) oocoivrisimmrrmreissis oo e 3 3760
25. Excess net capital fling 101855 28) v.coviromemrsiceverecnicsen SO U U OSSO UD P SORRRPPPRON $ 3510
26. Percentage of Net Capital to Aggregate Debits (line 10 + by [IRET7 PAGE B) cvvvereceeemremsee st rmsrns s rrss s sitig s s s % 3851
27. Percentage of Nat Capital, affer anticipated capital withdrawats, 1o Aggregate Debits

{ting 10 1255 11em 4880 Page 11 + DY N8 17 PAGE B) oooeieminromnsas oo oo % 3854
28. Net capital in excess of the greater of;

A 5% of combines aggregate debit lems 6F $120,000 oo s s 3520

OTHER RATIOS

Parl G
25, Percentage of debt to debt-equity total computed in ascordance With Rule 1503-1{d) v ecrs s % 3860

30. Options deductions/Net Capital ratio {1000% tesy) total deductions exclusive of liquidating equity under

Rule 1563-4(2)(6), (a)(7) and {€)(2){X) = NBE CPIAL oot % -
NOTES:

{#) The minimum net capital requirement sheuld be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for gach

subsidiary to be consolidated, the greater of:
1. Minimum doflar net capital 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 agremants or secured demand notes covered by suberdination agrements not in saugl‘ac:ory form
and the market values of memberships in exchianges contributed for use of company (conlra 10 itern 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 pravide a list of material non-allowable assets.

SEC 1695 (07-02) 13 of 28
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FIRST WINSTON SECURITIES, INC.
AS OF DECEMBER 31, 2006

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, 2006)

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, 2006.




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT ;
PART Il

BROKER ORDEALER ~ First Winston Securities, Inc. asot 12/31/06

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 custemers’ security

accounts (see Note A, Exhibit A, Rule 15¢3-3) ... PSSO R 4. fm
2. Monies borrowed collateralized by securities carned for the accounts of

customers (see Note B) ..oevvcvvcnecrncnninns 4350
3. Monies payable against customers securities Ioaned (see Note C) 4360
4. Customers' secunities failed to receive (see Note D} ... 4370
5. Credit balances in firm accounts which are annbuiable ta pr]nmpal sales o customers ., 4380
6. Market value ef stock dividends, stock splits and similar distributions receivable cutstand:ng

GVEN 30 CAIBNAAN QAYS ..ottt se s e e st ettt 4390
7. **Market value of short security count ditferences over 30 calendar days old ........coccoeeevrrereeeneeo 4400
8. **Market value of short securities and credits (not to be oifset by logs or by

debits) in all suspense accounts over 30 CABAGAN QAYS ....ooooveerercvieieeee e T W
9. Market value of securities which are in transfer in excess of 40 calendar days and have not been

confirmed 1o be in transfer by the transfer agnet or the issuer during the 40 days ... 4420
10, OINEE {LISE) coeoi ettt ettt ettt sa g aae 2 s R bbb b 4425
11, TOTAL GREDITS ..ot e e et e st e $ [ 4430|
DEBIT BALANGES
12. **Debit balances in cuslomers' cash and margin accounts excluding unsecured accounts and

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

delivery on customers’ securities failed 10 GeliVEr ..o et e e 4450
14. Failed to deliver of customers’ securities not older than 30 ¢alendar days .......coovvvvrivernnrornionns 4460

15. Margin required and on deposit with Optiens Clearing Corporation for all option contracts
writtert or purchased in Customes acCounts (SE8 NOME F) ..o iciee e e emee
TB. DINEE (LISE). oo ot e ettt s bbbt

17, **AQUIEGAIE GBIITIIEITIS L..oooooveoiie ettt et aa ettt b s st e s e et et e et ee e eeseeeesrt e e er et enran 4470
18. “*Less 3% (for alternative methad anly—see Rule 15¢3-1(f){5)(1) . I ) 4471
10, # TOTAL 1403-F DEBITS oo s ss st astt e oo e oo eeee e oo et et e es e eeees s e eee s 4472
RESERVE COMPUTATION
20. Excess of total debits over total credits {line 19 fess line 11} ... "ES 4480
21. Excess of total credits cver total debits {line 11 less line 15} ... PR 4490
22, I computation permitted on 2 monthly basis, enter 105% of excess of total credus over total debits .. 4500
23. Amount held on depasit in “Reserve Bank Accouni{s},” including value of qualified securities, at end 0: repomng penod 4510
24, Amount of depasit {or withdrawal) including

) [EETS'] value of qualified securities.. ,ﬁl
25. New amount in Reserve Bank Account(s} after adding deposn or subtraclmg wnhdrawal |nc|ud|ng

$ [4525 1 VIUE Of QUAHEE SECUILES -.oroooo oo eeeeeesseeres e senses e sereee s oereresrs § 4530
28. Date of deposit {IMMDOYY) ... e s s a1 s 48 SR e e s b et 4540

FREQUENCY OF COMPUTATION

27. Daily% [4332] weekly [4333] Monthly [4334]

** Inthe event the Net Capital Requirement is computed under the alternative imethod, this “Reserve Formula” shall be prepared in
accordance with the requirements of paragraph (1) of Rule 15c3-3.

SEC 1695 (07-02) 17 of 28
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COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (conlinued)

EXEMPTIVE PROVISIONS
28, It an exemption from Rule 15¢3-3 is claimed, identify below the section upon which such exemption is based {check only ong)
A (K{1) — $2,500 capital Category as PEr RUIE 15031 .oooovvvvvovuvcoeioeeens oot 4580
B. (k){2){A) — "Special Account for the Exclusive Benelit of custemers” maintained
C. (k) {2){B) — All customner transactions cleared through ancther broker-cealer on a tully disclosed basis.

Name of clearing firm. 4570
. (k){3) — Exernpted by order of the COMMISSION .........oosvrrieovereeeresumsariu oo eeeeeeee s eeeees et oeeeees oo oo 4580

> 4560

nigrmatign {or ion_or Control Requirements Under Ryl
State the market valuation and number of otems of:

1. Gustomers’ fully paid securities and excess margin securities not in the respondent's possesion or contrel as of the report date
{tor which instructions ta reduce to possession or control had been issued as of the regort date) but or which the required
action was not taken by respondent within the time frame specified under Ruf 15¢3-3. Notes A and B ... 4586
AL INUIMBET BT IBITIS L.ov.. oo ceoesereeens ot s s tss s e eene e e er e e st et e et se e oo et eeeeeeees oo 4587

2. Customers’ fully paid securities and excass margin securities for which instructions to reduce possession or control had not
been issued as of the report date, excluding items ansing from “temparary lags which result from normal business operations”
as permitted under Rule 15¢3-3. Notes B, C and D . b3 4580
A NUMDET DF TIBIMS ..ot et s e et oeoe e e s et oo e s ss st ee e % 4589

OMIT PENNIES

3. The system and procedures utilitzed in camplying with the requirement fo maintain physicat possession or cantrel of
custormers’ fully paid and excess margin securities have been tested and are functioning in a manner adequate 10
Iulfilt the requirements of RUIE 15033 ..coooeimoo oo ee st see s erst e sen s Yes 4584 | No ] 4585

NOTES

A-—Da not include in item one custormers’ fulty paid and excess margin securities reguired by Rule 15c3-3 to be in possassion or control but for which no action was
required by the respondent as of the report date or required action was taken by respandent with the time frames specified under Rule 15¢3-3.

B—State separately in response to items one and two whether the securities reparted in response thereto were subsequently redueced to possession or control by the
respondent.

C-—Be sure to include in item two only items not arising from “temporary lags which result from normal business operations” as germitted under Rule 15¢3-3.

C—ltem two must be responded to only with report which is fiied as of the date selected for the broker's or dealer's 2nnual audit of financial statements, whether or not such
date is the end of a calendar quarter. The respanse ta item two should be filed within 60 calendar days atter such date, rather than with the remainder of this report, This
information may be required an & more frequest basis by the Commission or the designated examining authority in accordance with Rule 173-5{2)(2)(iv).

SEC 1695 (07-02) 19 of 28
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER First Winston Securities, Inc. asoi_12/31/06

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

SEGREGATION REQUIREMENTS
1. Net ledger balance:

AL BN b e s s bS5 £ s e e 2 RSO RR 41 AR e o2t em e e s s s et enn e 7010

B, Securities (3t Market) ..o 7020
2. Netunrealized profit {loss) in cpen futures contracts traded on a contract market 7030
3. Exchange traded options:

A, Add: Market Value of an open optian contracts purchased on @ CONtACt MArKBL ........coooovvvieeceoeeee e 7032

B. Deduct: Market Vajue of an open option contracts granted (Soid) On @ CONTACT MAKEL .......evrvvvveveei e 7033
4. Netequily (Beficil) (10081 0f 1, 2 BN 3) 1vovverreerierieiriies s esesanssms st s st sttt en bt et 8P AR 8o b et e e s e e ee st eeeseeesenenn 7040
5. Add accounts liquidating to a deficit and accounts with debit balances with no open trades ... 7050
6. Amouni required to be segregated (10121 0F 5 AN 4] .ot sttt e eeee e et et rae e s s 7080
FUNDS ON DEPOSIT IN SEGREGATION
7. Deposited in segregated funds bank accounts:

A B8R i e R £t A28t e RS AR LA e et e et st ee et s et et 7070

8. Securities representing investments of Customers’ 1UNG {3t MATKEL) ... st e eb s eee 7080

C. Securities held in particufar customers or option customers ik ligu of CASH (A1 MATKEL) ..o....oovevveeeecece e s st res oo 7090
8. Margin on deposits with clearing organizations of contract markets:

A B8N et 12 e st S8 e SRttt s ettt be bt 7100

B. Securities representing investments of Cusiomers' UND (3 METKEE) ..o rveerosimreeesrcses s e eeeseserss st st sers s sr et enns 7110

C. Securities held in particular customers or eption customers in fieu of €ash (3 Market) ..o 7120
9. Settlernent due from (to) clearing organizations of COMIACE MAMKELS ...t b eee s ees e eee e 7130
10. Exchange fraded options:

A, Add: Unrealized receivables for option contracts purchased 0n Contract Markets .. .o v oo et rereeree e 7132

B. Deduct: Unreal:zed obligations for optian contracts granted {50ld) 0n contract Markels .....eveveeeeceeeecse et nen 7133
11, NEL @GUILES WITH OEREE FOMIS ..ottt ettt b ettt e e e sb et em et oo s et n Pt e et e se s eeat st ssetsatassneans 7140
12. Segragaled funds on hand:

A BN ettt eb e s £ et £ et 148444 A2 5 e s e en AL bbb R R ARG 7150

B. Securities represeating invesiments 0f Customers’ fURds (3 MATKEL .....coo.oocirveieeer et ettt 7160

C. Securities held lor particuiar customers in lieu of cash (at market) 7170
13. Total amount in $egregation *1o1al 0 7 HI0UGR 12) ittt eee oo eet e eee et sesee e v es st st e s s s aeene e s eee e emneereeen $ 7180
14. Excess (insufficiency) tunds in SEQregation (13 MINUS B) ......coovvmminecr it sstonssrssss s sssssssessssmsssassessessessassns | 9 7150
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Hi

BROKER OR DEALER First Winston Securities, Inc. asof 12/31/06

Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the nex! six months
and accruals, (as defined below), which have aot 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

cade to enter Name of Lender or Gontributor {In ar Qut) Securities) Date (Yes or No)
% [600] [460t] {4502]8 [4603] [4604] [4603]
% [4510] [4611] [4512] [4513] [514] [4515)
% [4620] (4621} [4622] [4g23] [452a] (4623
P [4630] (48311 [a63z [4633] [4634] [4635]
% [4640] [4641] [4642] (4643 [4644] [4645]
% [4650] [4651] [4652] [a653] [4854] [4855)
% [4660] [ 4661] [a662] [4663] [4664] [4685]
B [a670] fa671] {a672] [4673] {4674} {4675]
% [4680] {4681] f4682] [4683] {4684 {4685)
% [4580] [4691] fas02] [4693] [4694) [2695)

Total $ % [4695°]
OMIT PENNIES

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

Instructions:  Detail Listing must include the total of itemns maturing during the six month period following the report date, regardless of whether or not the capital contribution is
expected to be renewed. The schedule must also include propased capital withdrawals scheduled within the six month period following the report date including
lhe propased redemption ¢f stack and payments of liabilities secured by fixed assets (which are cansiderad allowable assets in the capital computalion pursuant
te Rule 15¢3-1(c)(2(iv)). which could be required by the lender on demand or in less thzn six months.

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

SEC 1695 (07-02) 23 of 28
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART II

BROKER ORDEALER First Winston Securities, Inc. asof 12/31/06

FINANCIAL AND OPERATIONAL DATA

1. Month end total number of stock recard breaks unresclved over three business days lyation Number

A, preaks long 4890

4800

£ breakstont : 10,

4520

2. s the tirm in compliance with Rule 173-13
of securities positions and locaticns at least once in each calendar quarter?

(CRIEEK DM ..o ernes v scesismn st s e e s s oo Yes [ Mo [ ]
3. Personnel employed at end of reporting period;
A, INCOME PrOGUCING PEISOMREL .....ecoviocrereremceceerees v essreras s b srs s a1t seme et e emsems e e s e e ee s es e se e se s bbbt et nt et et 4350
B. Non-income progducing personngl (all ather) ... 43960
C. Total 4970
4. Actual number of lickets executed during current manth of reBoling RO ..o v r s ettt ree 4980
5. Nunber of corrected customer confirmations mailed after SEREMENT data .........oovvvevveeiriceeeeccee oottt s sn e 4390
Debit Credit
No, of ltems {Short Value) No. of liems {Long Vaiue)
B. Money CIHEMENCES .o...vvvvvcvveeosvcerecrnens o 88 5000 $ 5010 50200%5% 5030
7. Security suspense accouns... . 5040| § 5050 5060 $ 5070
8. Security ditference accounts ...... . 5080 § 5090 5100 $ 51190
9. Commaodity suspense accounts .............. 5120 § 5130 5140] § 5150
10. Open transactions with correspondents,
other brokers, clearing organizations,
depositaries and interoffice and inter-
company accounts which could result
in a charge — unresolved amounts over
30 calendar days rere et eantaane {5160] 8 5170 5180) $ 5190,
1. Bank account reconcilliations — unresalved
amounts over 3G calendar days ............ f 5200]%.$ {5210 Y 5220] § (5230
12. Open transfers over 40 catendar days,
nolcoafirmed .. ..o 5240 {5250 5260 $§ {5270
13. Transaclicns in reorganization accounts
— over B0 Calendar days ....uiveiiennd0 5280] § 5290 5300]%:$ 5310
T4 TOMAl e e 5320 $ 5330 5340] $ 5350
No. of tems Leger Amount Market Value
15. Failed to deliver 11 business days or longer {21 Business
Days or longer in the case of Municipa! Securities) ............o....... 5360 § 5361 5362
16. Failed to receive 11 business days of longer (21 business
Days or longer in the case of Municipal Securities) ........ccocoe... 5363 § 5364 5365
17. Security concentrations (See instructions in Part |):
AL PTOPIIBLATY POSIONS ..o.ooeeieicinieties et et et bb st he e s e et 500444 44 4B b4k et e eeeee b eeed s b b e b bbb $ 5370
B. Customers’ accounts under RUE 1583-3 1o s e . 8 5374
18. Total of personal capital borrowings due within six menths .......... . 8 5378
19. Maximum haireuts on underwriting commitments during the period ............ 58 5380
20. Planned capital expenditures tar business expansion during next six menths ...........ccoooeeeee.. . 3 5382
21, Liabilities of other individuals or organizations guaranteed by respondent .........ccccoovcvecenneen e 3 5384
22, Lease and remtals Payable Wilhlin OB YA ... .o e s e e s eS8 5054048 E0t e e et esme e e er et esa b A bE s rr $ 5386
23. Aggregate lease and rental commitments payable for entire term of the Jease
A GO ottt e et AL AR R s e e bR s $ 5388
] 5390
OMIT PENNIES
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CERTIFIED PUBLIC ACCOUNTAXNTS

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, 20086, we considered its internal control structure, including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a study
of the practices and procedures followed by the Company, including tests of such practices and procedures that
we considered relevant to the objectives stated in rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits} and net capital
under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e)

2. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin securities
of customers as required by rule 15¢3-3

The management of the Company is responsible for establishing and maintaining an internal control structure
and the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs of
internal control structure policies and procedures, and of the practices and procedures referred to in the
preceding paragraph, and to assess whether those practices and procedures can be expected to achieve the
SEC's above mentioned objectives.

Two of the objectives of an internal controf 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.

[ o]
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Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors orirregularities 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 weaknessis a
condition in which the design or operation of the specific internal control structure elements does not reduceto a
relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we noted no matters involving the internal control

structure, including procedures for safeguarding securities, that we consider to be material weaknesses as
defined above. '

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordances with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based on
this understanding and on our study, we believe that the Company's practices and procedures were adequate at
December 31, 2006, 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 requlation of registered brokers and dealers, and should not be used for any other purpose.

Bt # Burke, LLP

Winston-Salem, North Carolina
January 29, 2007
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