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M. Ronarp Harcraves, Jr. CERTIFIED PUBLIC ACCOUNTANTS

February 11, 2003

To the Board of Directors and Stockholder of
Heritage Capital Group, Inc.

We have audited the accompanying statement of financial condition of Heritage
Capital Group, Inc. (an S corporation) as of December 31, 2002, and the related
statements of income (loss), changes in stockholder’s equity and cash flows for the year
then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act
of 1934. 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 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 includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion. ’

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Heritage Capital Group, Inc. as of December
31, 2002, and the results of its operations and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of
America.

Our audit was conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole. The information contained on Schedules I-1V 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 Exchange Act of 1934, Such information 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.
\ —
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

%ROKER OR DEALER

’

Heritage Capital Group, Inc.

N(3

L

11,
12.

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

as of (MM/DD/YY) 12/31/02 99
sec FiLE No. 20519 98
ASSETS Consolidated L[_—lj 198 ¢
Unconsolidated | X 199
Allowable Non-Allowable Total
Ca5h e oo $ 35,746 [2007] $ 35.746 750
Receivables from brokers or dealers:
A. Clearance account . .. ................ M 295
B. Other. ..o 300 |$ 550 810
Receivables from non-customers. . . ... ... .. 355 15,716 600 |Y 15,716 830
Securities and spot commodities
owned, at market value:
A. Exempled securities .. ............... 418
B. Deblsecurities. . .................... 126,251 419
C.Options .. ......... ... ... i 420
D. Other secUrities . . .. vve e .. 3,000 424
E. Spotcommodities. ... ........... S 430 129,251 1 850 l
Securities and/or other investments
not readily rﬁarketable:
A Atcost 1 $ 130
8. Atestimated fairvalue ... .......... .. | 440 ' 610 I 860 l
Securities borrowed under subordination agree-
ments and partners’ individual and capital
securities accounts, at market value: 460 l 630 ] 880
A. Exempted
securities $ l 150 '
B. Other
securities $ 160
Secured demand notes:.................. 470 l 640 I 830
market value of collateral:
A. Exempted
securities $ 170
8. Other
securities $ m
Memberships in exchanges:
A. Owned, at
market $ ] 190]
8. Owned,atcost .................... I 650 l
C. Contributed for use of the company,
atmarketvalue . ... ... ..., ! ‘ 660 ‘ Y
Investment in and receivables from
atfitiates, subsidisries and r*}
associated partnerships .. ... .. ......... 480 670 l 919
Property, furniture, equipment,
leasehold improvements and rights
under fease agreements, at cost-net
of accumulated depreci: tion
3NC 3MOFLIZation. . ... ... .. ... 490 5;469 680 ! 5,469 920
Otherassets. ... ............. .. ........ 535 15,025 735 15,025 930
TOTAULASSETS ... oo, TS 164.997 540 |$ 36,210 740{s 201,207 940

See Independent Auditor's Report and Notes to Financial Statements.

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER OR DEALER Heritage Capital Group, Inc.

asof _12/31/02

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS i

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l.
Liabilities Liabilities Liabilities Total
13. Bankioanspayable........... ... . ...... $ 10451 $ I 1255 ]"JS [Tm
14. Payable to brokers or dealers:
A. Clearance account . ... ... ... ... .. 1114 1315 1560
B. Other. ... y 1115 1305 1540
15. Payable tonon-customers. . ... ........... 1155 1355 1610
16. Securities sold not yet purchased,
atmarketvalue ... ... ... ..., I 1360 l 1620
17. Accounts payable, accrued liabilities,
expensesandother .................. 39.622 1205 1385 39,622 1685
18. Notes and mortgages payable:
A.Unsecured.................... e 1210 1690
B. Secured........................... 1211 ¥ [1390] ¥, 1700
19. Liabilities subordinated to claims
of general creditors:
A. Cashborrowings: ................... |1400| | 1710'
1. from outsiders 3 $ I 970 l
2. includes equity subordination {15¢3-1 (d))
of .... $ i 980‘ '
B. Securities borrowings, at market value:. . . ﬁm 1720
from outsiders $ m
C. Pursuant to secured demand note
collateral agreements: .. .............. 1420 1730
1. from outsider: $ l 1000 l
2. -lncludes equity subordination (15¢3-1 (d}}
of .... $ [1010'
D. Exchange memberships contributed tor
use of company, at market value. . ...... l 1430 I I 1740 I '
E. Accounts and other borrowings not
qualified for net capital purposes .. .. ... 1220 1440 1750
20. TOTAL LIABILITIES ........... s 39,622 1230} $ 1450| $ 39,622 1760
Ownership Equity
21, 800 PIOPAEIOMSNID - . oo ottt et et et e e e e ys 1770
22. Partnership ltimited partners .. ... ....... ys ‘ 1020 I) 1780
23. Corporation:
AL Preferred sTOCK . .. . o e 1791
B. CommMONn StOCK . . ... e e e 100 1792
C. ADGItioNal PaIdHin COpItal . . . .o\ o et e 1793
D. Retained @arnings . . .. ... ... e e e e e 161,485 1734
o Ol 161,585 1795
E LS5 CaPItal STOCK M HBBSUIY . .« o o v et v e e et e cm e et e ettt e e e e e e e e e e e .'s 1796
24, TOTAL OWNERSHIP EQUITY .+« « v oo v e ee e e e e e e e e e e e e s 161,585 1800
25, TOTAL LIABILITIES AND OWNERSHIP EQUITY L. i e e e s 201,207 1810
OMIT PENNIES

See Independent Auditor's Report and Notes to Financial Statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER Heritage Capital Group, Inc.

For the period (MMDDYY) from ¥, 0]1/01/02 I3932|to 12/31/02 |3933
Number of months included in this statement 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions: -
a. Commissions on transactions in exchange listed equity securities executed on an exchange...................... [3 393S
b. Commissions on lisled oplion IranSaCtONS ...t ittt ittt iaeaatanearararaanasaraanaannsns PPN y 3938
C. All other securities COMMISSIONS .. ..ottt ittt it ittt it iie e ar e aiiaaa e eenaeanenns 3939
d. Total securlties COMMISSIONS . ... i i it ittt it et naaia i iaae sraeatsaanee s 3940
2. Gains or losses on firm securities trading accounts
a. From market making In options on a national securities eXChaNGe . ...... . veu ittt i nenaes 3945
b. From all 01Rer 1rading ... vun it ittt ete ettt tneeinat e oo sasesonsonniaas ovennnnasceasseancns 3949
[ e £ I 71 T (-2 T g PN 3950
3. Gains or fosses on firm securities INVESIMORt BCCOUNIS ... . . ittt it ittt iiia i tir e cnainaaaaaness 3952
4. Profit (loss) from underwriling and Selling GrOUDS . ...ttt iiit it icete e e et ettt aa s y 385s
5. Revenue from sale of investment COMPAENY ShareS . ... ... .. ..t ituieeeitieeatenaetreaareceeteanannsanenanens 3370
6. Commodities revenue .............. B b e e et e e e e ettt et e 3990
7. Fees for account supervislon, investment advisory and administrative services ...........ciniiiiivinrannnaeennnns 3978
B. OhBF TEVONUG ... ... ticit ittt et e saaeassn e ae e anaas s aaeaa e snae et en et e e e 618,723 3995
L LV T T $ 618,723 4030
EXPENSES
10. Salaries and other employment costs for general partners and voting stockholder officers . ....................... $ 4120
11. Other employee COmMPonsation ANd DENMEMItS ... .. .. ....onurnenens e e ane e e e et e e e e ate e y 4115
12. Commissions pald 10 other DroKer-dealers ... ... ... .c.iiiniianorstoteeaaesrsesiaaearaesasassaesasesnannaennnns 4140
B R T4 =TT -3 T T O AU PP 4075
a. Includes interest on accounts subject to subordination agreements ................ W
14, Regulatory 1065 aNd XPENSES ... ..t iuut ittt ettt e e e e 1,897 4195
LT T YT 499,488 4100
16, TOMAl BXPENSES .. ...ttt teneettate ettt an e ettt e e e et e e e e e e e e e e e e e e e aas s 501,385 4200
NET INCOME
4
17. Net income (loss) before Federal Income taxes and items below (ltem 9 less ftem 16 }............................ s 117,338 4210
18. Provision for Federal Income taxes (fOF Parent ONly) ... ... .uetue e eateanereeneearaeeance e aiaanaaannnenn M 4220
19. Equity In earnings (losses) of unconsolidated subsidiarles not included above .............. ... ... ciiln. 4222
8. After Federal iNCOMO 1aXeS Of .. ..uunnene et ir et e it rerenanaeenenneneaannenns [4_238]
K 20, ExXtraordinary GaINS (1OSSOS) .. .vuuvneeernursn cuneeeruennseansnnsaeseeeneennsarasaneannteeeaneeoanneenanenns 42£J
: 8. Alter Federal inCome 1axes Of .. .u.uuutitenenurensee i eaanananenranrnennnn [1239]
‘ 21, Cumulative effect of changes In 8CCOUNLING PANCIPIOS ... . ..ttt i ate i ee e ie e e aae e aa i e aae e aeeanns 4225
: 22. Net income (loss) aller Federal income taxes and extraordinany HemMSs . .........c.oeeeirern e, $ 117 » 338 "‘EJ
MONTHLY INCOME
23. Income (current month only) before provision for Federal income taxes and extraordinary items.................... $ N/A 142" l

See Independent Auditor's Report and Notes to Financial Statements.



HERITAGE CAPITAL GROUP, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
Year Ended December 31, 2002

Common Retained
Stock Earnings Total
Balance at December 31, 2001 $100 $ 89,897 $ 89,997
Net income - 117,338 117,338
Distributions - (45.750) {45.750)
Balance at December 31, 2002 $100 $161.485 $161.585

See Independent Auditor’s Report and Notes to Financial Statements.



HERITAGE CAPITAL GROUP, INC.
STATEMENT OF CASH FLOWS
Year Ended December 31, 2002

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation
Unrealized gain on marketable securities
Decrease in receivables
Increase in prepaid expenses
Decrease in accounts payable
Net cash provided by operating activities

Cash flows from investing activities:
Purchase of marketable securities
Purchase of furniture and equipment

Net cash used for investing activities

Cash flows from financing activities:

Distributions to stockholder
Net cash used for financing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See Independent Auditor’s Report and Notes to Financial Statements.

$117,338

3,231
(2,369)
15,079

(12,501)
(10.921)
109.857

(98,418)

(2,551)
(100.969)

(45.750)
(45.750)

(36,862)

72.60
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HERITAGE CAPITAL GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2002

Note 1 - Nature of Operations:

Heritage Capital Group, Inc. (the Company) is a licensed broker-dealer engaged
primarily in providing consulting services related to mergers and acquisitions of
commercial businesses.

Note 2 - Summary of Significant Accounting Policies:

Revenue Recognition

Consulting income is recorded as earned when the services are rendered.
Commission income related to mergers and acquisitions is recorded upon the closing of
the transaction.

Marketable Securities

The Company’s investments in marketable securities are classified as available-
for-sale and are carried at fair value. Unrealized gains and losses, when material, are
reported as a separate component of stockholder’s equity.

Property and Depreciation

Office furniture and equipment are recorded at cost. Depreciation of office
furniture and equipment is provided using accelerated methods over the estimated useful
lives of the assets.

Income Taxes

Effective January 1, 1999, the Company elected S corporation status under the
Internal Revenue Code. Accordingly, the Company no longer incurs income tax
obligations and the financial statements do not include a provision for income taxes.
Corporate earnings and losses are included in the personal income tax return of the
stockholder and taxed depending on his personal tax strategies. The Company uses the
cash basis of accounting for income tax purposes and the accrual basis for financial
statement purposes.

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Company considers all highly
liquid investments with original maturities of three. months or less to be cash equivalents.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles (GAAP) 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 and the reported amounts of
revenues and expenses during the reported period.

See Independent Auditor’s Report.



Note 3 - Net Capital Requirements:

Pursuant to the Securities Exchange Act of 1934, the Company, as a registered
broker-dealer, is required to maintain a minimum net capital, as defined under such
provisions. Regulatory agencies are empowered to restrict the Company's business
activities should its net capital ratio, as defined, exceed 15 to 1. Net capital and the
related net capital ratio may fluctuate on a daily basis. At December 31, 2002, the
Company had net capital of $113,562 and a net capital requirement of $5,000. The
Company's net capital ratio was .35 to 1 at December 31, 2002. Accordingly, the
Company was in compliance with its net capital requirements at December 31, 2002.

Note 4 - Furniture and Equipment:

Furniture and equipment at December 31, 2002, are summarized as follows:

Use Life

Office and computer equipment 5-7 $30,050
Furniture and fixtures 5-7 5.759
35,809

Less accumulated depreciation 30.340
$_5.469

Depreciation totaled $3,231 for the year ended December 31, 2002.

Note 5 - Related Partv Transactions:

The Company has an agreement with Business Valuation, Inc. (BVI), a
corporation wholly owned by the Company’s stockholder, in which each company shares
rent and other occupancy costs related to its common office space. Under the agreement,
however, the Company is relieved of its share of these costs if such payment would result
in the Company’s net capital falling below 120% of its minimum requirement under SEC
Rule 15¢3-1 (See Note 2).

Rent expense under the agreement totaled $38,884 for the year ended December
31, 2002. None of the rent or other expenses were forgiven under its agreement with BVI
for the year ended December 31, 2002. At December 31, 2002, the Company owed BVI
$36,587 for shared costs not yet reimbursed.

See Independent Auditor’s Report.



Note 6 - Concentrations of Credit Risk:

Financial instruments that potentially subject the Company to concentrations of
credit risk consist principally of cash and accounts receivable. The Company places its
cash with high quality financial institutions. Generally, the Company does not require
collateral on its customer receivables since it has never experienced, nor does it
anticipate, future nonperformance by any of its customers.

For the year ended December 31, 2002, commissions related to a merger and

acquisition transaction from one of the Company’s clients accounted for approximately
83% of total revenues.

See Independent Auditor’s Report.



Schedule I

FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT

PART (1A
BROKER OR DEALER Heritage Capital Group, Inc. asof __12/31/02
COMPUTATION OF NET CAPITAL
1. Tota! ownership equity from Statement of Financial Condition. . .. .. .v ot e e e e e $ 161,585 3480
2. Deduct ownership equity not allowable for Net Capital . . .. ..ttt e e e e e e 1'9( )| 3490
3. Totat ownership equily qualified for Net Capital . . . .. .. ittt e e e e e 161 » 585 3500
4. Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of netcapital. .. ............... 3520
B. Other (deductions) or allowable credits (List). . ... .. .. .. . . . . -3625
5. Total capital and altowable subordinated Habilities. . . . . ... . ... ettt e 3$ 161,585 3530
6. Deductions and/or charges: x
A. Total nonallowable assets from Statement of Financial Condition(Notes Band C) $ 36,210 3540
B. Secured demand note defiCiency . . ... ... ottt 3590
C. Commodity futures contracts and spot commodities-
proprietary Capital Charges. . . . .. .. ...ttt e e 3600
D. Other deductions and/or Charges. .. .. ... oottt ie e i e e et ann s 3610} | 36 ,210 )} 3620
7. Other additions and/of allowable credits [List) . . .. ... ... .. 0.t e 3630
8. Net capital before haircuts 0N SECURIIEs POSIIONS . . . . vt ettt et e e e e e e e e e e e e e e e e et ys 125,375 3640
3. Haircuts on securities (computed, where applicable,
pursuant to 15¢3-1 {f}):
A. Contractual Securities COMMITMENTS . ...\ .o vutte s eeien e iineeennn., $ 3660 '
B. Subordinated securities bOrmrowings” .. ... ... ... ... 3670
C. Trading and investment securities:
1. Exempled securities. . .. ... ...ttt e e x; 3735
2. DebUSeCUTITIoS .. ... 11,363 -3733
30 0PUONS .ottt e e 3730
4. Othersecuritios . . .. ... .ttt e 450 3734
D. Undue COoNCentration .. ... . ... .. .ttt it e 3650
E. Other (List) . oottt ot e 3736 | 11,813 } 3740
10, Net Capital L .o ottt et e e e e e e e e e e e $ 1133562* 3750
OMIT PENNIES
* Reconciliation of Company's computation of net
capital to auditor's computation of net capital:
Net capital, as reported in Company's
Part ITA (unaudited) FOCUS report $ 142,950
Audit adjustments:
To record additional accrued expenses (19,153)
To record prepaid expenses (12,500)
To reclass marketable security as allowable asset 2,550
Other (285)
Net capital above $ 113,562

See Independent Auditor's Report and Notes to Financial Statements.



Schedule II

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HA

BROKER OR DEALER Heritage Capital Group, Inc. asof __12/31/02

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11, Minimum net capital required (6-2/3% of fine 19) . . . .. . L $ 2,641 3756 ,
12. Minimum dofilar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsidiaries computed in accordance with Note {A) ... .. .. ... .. . $ 5,000 3758
13. Net capital requirement {greater of line 11 0r 12} ... . e $ 5,000 3760
14. Excessnetcapital {(fine 100ess 13) . .. ... ... .. ... .. . . . . . ... R $ 108,562 3770
15. Excess net capital at 1000% (line 10 less 10% of line 19) . .. .. ... .. 2'75 109 ) 600 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l. liabilities from Statement of Financial Condition. . . ... ... .. e $ 39,622 i 3730 l
17. Add:
A. Drafts for immediatecredit. ... ... ... ... .. .. ... . ... .. ... :'13 I 3800 l
B. Market value of securities borrowed for which no equivalent
value ispaidoreredited . ... ... $ 3810
C. Other unrecordedamounts(List). . ... ... . . ... ... .. ... . ... ......... $ 3820 | % 3830
19. Total aggregate indebtedness .. .. . . LSS S P $ 39,622 3840
20. Percentage of aggregate indebtedness to net capital lline 19 3by line 10} . ... ... .ot % 34.9 3850
21. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1 (d) . .. ..ot iee i n ... % 24.5 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule
15¢3-3 prepared as of the date of the net capital computation including’both brokers or dealers
and consolidated subsidiaries debits. ... .. ... ... ... ... ... e $ N/A I 3870 I
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital
requirement of subsidiaries computed in accordance with Note (A} .. .. ... ... ... ,'JS 3880
24. Net capital requirement (greater of 11n€ 22 0r 23] .. ...t $ 3760
25. Excessnetcapital (1ine 101ess 28) .. ... ... . $ 3310
26. Netcapital 1n excess of:
5% of combined aggregate debst 1tems or $120,000 . ... ... . .. $ N/A 3920

NOTES:

{A} The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement

(8)

1)

of the reporting broker dealer and, for each subsidiary to be consolidated, the greater of:

1. Minimum dollar net capital requirement, or '

2. 6-2/3% of aggregate indebtedness or 2% of aggregate debits if alternative method is used.

Do not deduct the value of securities borrowed under subordination agreements or secured demand note
covered by subordination agreements not in satisfactory form and the market values of memberships in
exchanges contributed for use of company {contra 10 item 1740) and partners’ securities which were

included in non-aliowable assets.

For reports filed pursuant to paragraph {d) of Rule 17a-5, respondent should provide a list of material
non-allowable assets.

See Independent Auditor's Report and Notes to Financial Statements.

OMIT PENNIES



Schedule III

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1A

BROKER OR DEALER Heritage Capital Group, Inc.

J
For the period (MMDDYY) from __01/01/02 w_12/31/02
STATEMENT OF CHANGES IN OWNERSHIP EQUITY

(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)
1. Balance, beginning Of PErIOG. . . . ..ttt e $ 89,997 4240
A Netincome (10Ssh .o oL 117,338 4250
B. Additions (Includes nonconformingcapital of . ... ... .. . ... ... .. .. ME) 4262 |) 4260
C. Deductions {includes nonconformingcapital of . .. . ... . . . .. ... .. . . .... $ 45,750 4272 | (4;1750) 4270
2. Balance, end of period {From item 1800} .. ... ... ottt .8 161,585 [[4290

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED

TO CLAIMS OF GENERAL CREDITORS

3. Balance, beginning of period .............. S PP Ys N/A 4300
AL INCTBASES . . oottt e i e e e e e e e e e e e e 4310
B. DeCIeaSES. - . v v vttt i R 4320
4. Balance, end of period (From item 3:‘-20) ............................................................. 3 N/A 4330

OMIT PENNIES

See Independent Auditor's Report and Notes to Financial Statements.



Schedule IV

- FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HIA
BROKER OR DEALER Heritage Capital Group, Inc. asof —12/31/02

Exemplive Provislon Under Rule 15¢3-3

25. If an exemption from Rule 15¢3-3 is claimed, identify below the section upon
which such exemption is based {check one only)

A. (k) (1)—$2,500 capital category as per Rule 15C3-1 .. . .. . ittt i i i i e

4550

B. (k) (2)(A)--"Special Account for the Exclusive Benefit of

CUSIOMENS™ MAIMAINEG . ..o\ttt ettt et e ae et e et s e et et e e e e e N X

8 g

4560

C. (k) (2){B)—All customer lransactions cleared through another
broker-dealer on a fully disclosed basis. Name of clearing

fiem W [4335]

4570

D. (k) (3)—Exempted by order of the COMMISSION ... .. . i it i i i ea s

4580

Ownership Equity and Subordinated Liabilities maturing or proposed to be
withdrawn within the next six months and accruals, (as defined below),
which have not been deducted in the computation ot Net Capital.

Type of Proposed

0 4680 4681 4682 4683 4684

4685

h 4690 4691 4692 4693 4694

4695

withdrawal or Amount to be With- {(MMDOYY) Expect
Accrual Insider or drawn (cash amount Withdrawal or 0
See below for QOutsider? and/or Nel Capital Maturity Renew
code to enler Name of Lender or Conltributor (ln or Ouwt) Value of Securilies) Date {yes or no)
y l 4600 I ] 4601‘ I 4602' ] 4603| l 4604' [ 4605!
3 l 4610 | ‘ 4611| I 4512i ’ 4613l [ 4614' [ 4615]
,'. [ 4620 l l 4621‘ [ 4622! l 4623] ‘ 4624] i 4625|
a's 4830 l 4631[ I 4632] I 4633l l 4534‘ l 4835!
y I 4640 l | 4641 l I 4642 l ] 4643 l “4644 l i 4645]
y ] 4650 | | 4651] ] 4652] | 4653] [ 4654[ ] 4555]
M l 4660 I ! 4661] ] 4662] I 4863' 4664 | ] 4665 l
:" l 4670 | ] 4671 l I 4672 ' I 4673 I I 4674 I 4675
[ass0 | [a6e1] [4s82] [4s83] [ 4684 ] [4s8s]
J I [4s91] [a692 | _ [las93] [a694] [4695 ]
[460s ]

TOTAL 8} N/A 4699

OMIT PENNIES

Instructions: Delail listing must include the total of items maturing during the six month period following the
fepori date, regardiess of whether or not the capital contribution is expected 1o be renewed. The
schedule must also include proposed capital withdrawals scheduled within the six month
period following the report dale inciuding the proposed recemplion of stock and payments of
liabilities secured by fixed assets {which are considered allowable assets in the capital computation
pursuant 1o Rute 15¢3-1{c){2}{iv)), which could be required by the lender on demand or in less
than six months.

WITHORAWAL CODE: DESCRIPTION

Equity Capital
Subordinated Liabilities
Accruals

15¢3-1(c)(2)(iv) Liabilities

awn o

See Independent Auditor's Report and Notes to Financial Statements.
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To the Board of Directors and Stockholder of
Heritage Capital Group, Inc.

In planning and performing our audit of the financial statements and supplemental
schedules of Heritage Capital Group, Inc. for the year ended December 31, 2002, we
considered its internal control, including control activities 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.

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 making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(a)(11) and for determining compliance
with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in
making the quarterly securities examinations, counts, verifications and comparisons,
recordation of differences required by Rule 17a-13 and 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.

The management of the Company 1is responsible for establishing and maintaining
internal control 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 controls 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 internal control 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 accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed
in the preceding paragraph.
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Because of inherent limitations in internal control or the practices and procedures
referred to above, errors or fraud 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 internal control would not necessarily disclose all matters in
internal control that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition
in which the design or operation of the specific internal control components does not
reduce to a relatively low level the risk that errors or fraud 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 internal control, including
control activities 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 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 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, 2002, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of
Directors, management, the SEC, and the National Association of Securities Dealers and
other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of
1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

HARBESON, BECKERLEG & FLETCHER
CERTIFIED PUBLIC ACCOUNTANTS



