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OATH OR AFFIRMATION
1, Brian E. Callahan , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Continental Wingatre Securities, Inc. as of
_December 31, ¥9_2002, are true and correct. I further swear (or affirm) thar neither the company

nor any partner, proprietor, principal officer or director has any proprierary interest in any account classified soley as that of
a customer, except as follows:

/Yamamm

Chief Financial Officer
Tide

/Z./C @ v/ -

/] ary Public JULIE M. CALLAHAN, Notary Public

My Commission Expires June 5, 2003

[

This report™™ contains (check all zpplicable boxes):
(a) Facing page.
(b) Statemnent of Financial Condition.
(c) Statement of Income (Loss).
. (d) Statement of Changes in Finandal Condition. .
(¢) Stazement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.
(f) Statemen: of Changes in Liabilities Subordinared to Claims of Creditors.
(2) Computanion of Net Capital
(h) Compuzation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
@) Information Relating to the Possession or control 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 15c3-3.
(k) A Recondiliation berween the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidadon.
(1) An Oath or Affirmation.
(m) A copy of the SIPC Suppiemental Report.
(n) A repon describing any material inadequacies found to exist or found 1o have existed since the date of the previous audit.
(o) Independent auditor's report on internal accounting control.

=*x OO0 D DODEODBOBRBRG

**For conditions of confideniial ireatment of certain portions of this filing, see section 240.17a-5(e)(3).
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BDO Seldman, LLP 40 Broad Streat, Sulte 500
Accountants and Consultants Boston, Massachusetts 02109-4307
®

— Telephane- {617} 422-0700
. Fax: (617} 422-0909

Report of Independent Certified Public Accountants

Tc_: the Stockholder of
Continental Wingate Securities, Inc.
Needham, Massachusetts

We have andrted the accompanying balance sheets of Continental Wingate Securities, Inc., a wholly-
owned subsidiary of Continental Wingate Company, Inc., as of December 31, 2002 and 2001, and the
related statements of operations and retained eamnings and cash flows for the years then ended. These
- financial statements are the responsiility of the Company’s management. Qur responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
‘States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit inchides
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
audits provide a reasonable basis for our opinion.

In ‘our opinion, the financial statements referred to above present fairly, in all material respects, the
financial posttion of Continental Wingate Securifies, Inc. at December 31, 2002 and 2001, 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.

OQur audits were made for the purpose of forming an opinion on the basic financial statemnents taken as
a whole. The supplemental material contained on pages 11 through 14 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
has been subjected to the auditing procedures applied jn 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.

Boston, Massachusetts
January 28, 2003
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Continental Wingate Secdritie‘
(a wholly-owned subsid
Contine.ntal Wingate Company

December 31, 2002 2001
Assets
Cash and cash equivalents $ 30,247 ;) 1,001
Short-term investments (Note 1) - 28,616
Receivable from parent (Note 2) 1,672,132 1,671,951
$1,702,379 $1,701,568
Liabilities and Stockholder’s Equity
Liabilities:
Accounts payable $ 811 ¥ -
Stockholder’s equity (Note 4):
Common stock, $1.00 par value - authorized,

200,000 shares; 100 shares outstanding 100 100
Additional paid-in capital 274,900 274,900
Retained earnings 1,426,568 1,426,568

Total stockholder’s equity 1,701,568 1,701,568

$1,702.379 $1,701,568

See accomparrying notes to financial statements.
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(a wholly-owned subsidt
Continental Wingate Company

Years ended December 31.° ’ 2002 2001 ,
Management fee income (Note 3) $ 15381 % 4,965 K
Operating expenses 15,762 5.563
Operating loss | (381) (598)
Interest income 381 598
Net income . - '

(
Retained earnings, beeainrung of year » -.1.426,568 1,426,568 :
Retained earnings, end of year $1,426,568 $1,426.568

Bl L ST T T

See accompanying noles to financial statements.
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Statements of Cas

A

Years ended December 31,

2002 2001
_—

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided
by operating activities:

Changes in operating assets and liabilities:
Receivable from parent (181) 5,581 i
Accounts payable 811 (5,000) %
Net cash provided by operating activities ‘ 630 581 |
‘ |
Cash flows from investing activities: 1
Decrease (increase) in short-term investments 28,616 {581) i
Net cash provided (used) by investing activiies 28.616 (581) |
Net increase in cash and cash equivalents 29,246 -
Cash and cash equivalents. beginning of year 1,001 1.001
Cash and cash equivalents, end of year $30.247 ¥ 1,001

Supplemental disclosure of cash flow information:

There were no income taxes or interest paid by the Cormnpany during the years ended December 31,
2002 and 2001.

See accompanying notes to financial statements.
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(a wholly-owned subsidiz

Notes to Financial Stafs

Continental Wingate Securities, Inc. (the “Company”) is a wholly-owned
subsidiary of Continental Wingate Company, Inc, The Company is a
registered broker/dealer which manages the syndication and sales of limited
partnership interests in real estate developments including projects developed
by Continental Wingate Company, Inc. and subsidiaries, as well as those
developed by third party customers.

The preparation of financial statements in conformity with accounting
principles generally accepted in the Untted States of America requires
management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements, as well as the reported
amounts of revemues and expenses during the reporting period. Actual
results could differ from those estimates.

The estimated fair valves of the Company’s financial instruments, which
include short-term investments and accounts payable, approximate their

carrying values.

The Company considers all investments with original maturities of three
months or less to be cash equivalents. The Coropany invests its excess cash
in money market accounts,

Short-term investments are accounted for in accordance with Statement of

Financial Accounting Standards No. 115, “Accounting for Certain
Investrents in Debt and Equity Securities,” which requires that debt and
marketable equity securities be classified as trading, available-for-sale, or
held-to-maturity.  Available-for-sale securities are reported in the balance

_sheet at fair value with unrealized gains or losses included in a separate

component of stockholders’ equity. At December 31, 2001, the Company
held certificates of deposit of $28,616. These investments are classxﬁed as
available-for-sale and are recorded at cost, which approximates fair value.

L.
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Summary of
Accounting
Policies
(Continued)

Income Taxes

Receivable
from Parent

Management Fee
Income

Continental Wingate Securities

Continental Wingate Company,

=
B
%
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i

(a wholly-owned subsidia

Notes to Financial Statam

i

The Company 1s included in the consolidated corporate federal and state

income tax filings of its parent. The parent and its stockholder have elected

to be taxed under the provisions of Subchapter S of the Internal Revenue
Code whereby the stockholders are liable for Federal and certain state
mcorne taxes on their respective shares of the parent’s income.

The Company follows the liability method of accounting for certain state
mcome taxes pursuant to Statement of Financial Accounting Standards
No. 109 “Accounting for Income Taxes.” The Company had no financial
statement or tax basis income for the years ended December 31, 2002 and
2001. Accordingly, the accompanying financial statements do not include a
provision for income taxes.

In Jume 2002, Continental Wingate Finanaal Services, Inc. transferred
ownership of the Company to Continental Wingate Company, Inc. The
recetvable from parent of $1,672,132 and $1,671,951 at December 31, 2002
and 2001, respectively, represents amounts due from Confinental Wingate
Company, Inc. and Continental Wingate Financial Services, Inc. Such
amounts are non-interest bearing and are due upon demand.

Management fee income consists of fees earned from an affiliate for services
rendered as a registered broker/dealer.

e A e s e A < s A
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Continental Wingate Securities

(a wholly-owned sub3|dta
Continental Wingate Company

Notes to Financial Stat

4.  Net Capital Pursuant to the basic net capital requirements of Rule 15¢3-1 of the
Requirements Securities Exchange Act of 1934, the Company is required to mamtain a
minimmm net capital, as defined under such provisions. Net capital and the

related net capital ratio may fluctuate on a daily basis.

The Company’s net capital and net capital requirements were as follows:

December 31, - 2002 2001
Net capital $29,436 $29,617
Net capital requirement $ 5,000 $ 5,000
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Independent Auditors’ Report on Internal
Accounting Control Required by SEC Rule 17a-5

To the Stockholder of
Continental Wingate Securities, Inc.
Needham Massachusetts

In planning and performing our audits of the financial statements of Continental Wingate Securities,
Inc, a wholly-owned subsidiary of Continental Wingate Company, Inc, for the years ended
December 31, 2002 and 2001, we considered its internal control structure, mcluding procedures for

safeguarding securities, m order to determine our audiing 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 Securies and Exchange Commission (the
“Commission”), we have made a study of the practices and procedures followed by Continental
Wingate Securities, Inc. that we considered relevant to the objectives stated m Rule 17a-5(g), in
making the periodic computatiops of aggregate indebtedness and net capital under Rule 17a-3(a) (11)
and the procedures for determming comphance with the exemptive provisions of Rule 15¢3-3. We did
not review the practices and procedures followed by the Company in making the quarterly securities
examinations, counts, verifications and comparisons, and the recordation of differences required by
Rule 17a-13; or in complying with the requirements for prompt payment for securities under Section 8
of Regulation T of the Board of Govemors of the Federal Reserve System; or in obtaining and
mamntaming physical possession or control of all fully paid and excess margin securities of customers as
required by Rule 15¢3-3, because the Company does pot carry securities accounts for customers or
perform custodial fiinctions relating to customer securities.

The management of the Company is responsible for establishing and maintaining an internal control
structure and the practices and procedures referred to n the preceding paragraph. In fulfilling this
responsibility, estimates and judgements 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 Commission’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 shsolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthonzed use or disposition and that transactions are executed in
accordance with management’s authorization and recorded properly to permit preparation of financial
statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-(g) lists additional objectives of the practices and procedures hsted mn the
preceding paragraph '

11
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Independent Auditors’ Report on Internal

Accounting Control Required by SEC Rule 17a-5
(Concluded) '

Because of inherent linitations in any internal control structure or the practices and procedures
referred to above, errors or iregulanties 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 m conditions or that the effectiveness of their design and operation may deteriorate.

Our copsideration of the internal control structure would not necessarily disclose all matters in the
mternal control structure that might be matenial weaknesses under standards established by the
Amenican [nstitute of Certified Pubhic Accountants. A material weakness is a condition in which the
design or operation of the specific internal control structure elements does pot reduce to a relatively
Jow level the risk that errors or irregulanties in amounts that would be material in relation to the
financial staternents being audited may occur and not be detected withm a timely period by employees
in the normal course of performing their assigned functions. However, we noted no matters mvolving
the mtemmal control structure, including procedures for safeguarding securites, that we consider wo be
material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to m the second
paragraph of this report are considered by the Commission to be adequate for its purposes m
accordance 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
madequacy for such purpose. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2002 to meet the Commission’s
objectives, "

This report is intended solely for the use of management, the Securties and Exchange Commission,

the National Association of Securities Dealers, Inc. and other regulatory agencies which rely on Rule
17a-5(g) under the Securities Exchange Act of 1934 and should not be used for any other purpose.

B DO fiedmar 22 Y
Certified Public Accountants

Boston, Massachusetts
January 28, 2003
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Continental Wingate Securities
(a wholly-owned subsidi:
Continental Wingate Company;

£
e

Exemptions from Certain Requireme
Supplemental Infotr
For the Years Ended December 31, 2002 ang 2

The Company claims exemption from the requirements of Rule 15¢3-3, under Section (K)(2)(1) of
the Rule.

The Company also claims exemption from the requirements of Rule 17a-5(e)(4) since the Company’s
Securities Investor Protection Corporation Assessment is a minimum assessment as provided for in
Section 4(d)(1)(c) of the Securities Investor Protection Act of 1970, as amended.

Statement pursuant to Rule 17a-5(d)4 - There were no differences between the computation of net
capital pursuant to Rule 15¢3-1 contained in the nnaudited Part TA filing of Form X-17A-5 and the
accompanying audited financial statements for the years ended December 31, 2002 and 2001.

13
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(a wholly-owned subsid
Continental Wingate Compan

Computation of Net Capital Pursuant to Rul

Years ended December 31 2002 2001
Computation of net capital:
Total stockholder’s equity $1,701,568 $1,701,568
Deduct nonallowable assets;
Receivable from parent 1,672,132 1,671,951
Net capital $ 29436 $ 29617
Computation of basic net capital requirement:
Minimum net capital required (6-2/3% of
aggreoate indebtedness) $ 54 $ -
Minimum dollar net capital requirement — S 5,000 $ 5,000
Net capital requirement® $ 5,000 $§ 5,000
Net capital 29.436 29617
Excess net capital S 24,436 $ 24617
Excess net capital at 1,000%:
Net capital $§ 29,436 $ 29,617
10% of agpregate ndebtedness 81 -
Excess net capital at 1,000%. as defined $ 29355 § 29617
*Greater of minimum net capital required or minimum dollar net capital requirement.
14



