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& (a) Facing Page.
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(c) Statement of Income (Loss),
[ (d) Statement of Changes in Financial Condition.
E/(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
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January 9, 2003

HBH Advisors, L.L.C.

Aftention: Mr, Pat Hartman

3 Westbrook Corporate Center, Suite 1020
Westchester, IL 60154

Dear Mr. Hartman:

Our firm has completed the audit of HBH Advisors, L.L.C. for 2002. In addition, we have reviewed
the following items.

1. Internal Control

As part of our audit, we gained an understanding of the Company's internal control structure
and evaluated the system's ability to detect and correct material errors. No material
inadequacies were found.

2. 15¢3-3 Exemption

During the year for which the audit report was issued, the company did not place any securities
or hold any securities for the benefit of customers. Therefore, you may claim exemption from
SEC Rule 15¢3-3 under the rule allowing a special account for the exclusive benefit of
customers to be maintained.

3.  Net Capital
Your net capital as of December 31, 2002 was $82,249,

If you have any questions, call me at the number above.
Very truly yours,
PETER SHANNON & CO.

Sners A4 Bt

Steven S. Grant
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PETER SHANNON & CO.
CERTIFIED PUBLIC ACCOUNTANTS

HINSDALE, iLLLINOIS 60521

January 9, 2003

HBH Advisors, L.L.C.
3 Westbrook Corporate Center, Suite 1020
Westchester, [llinois 60154

Independent Auditors' Report

Gentlemen:

We have audited the accompanying balance sheet of HBH Advisors, L.L.C. as of December 31,
2002 and the related statements of income and expense, changes in member’s equity, 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 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 HBH Advisors, L.L.C. as of December 31, 2002 and the results of its
operations, and 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 in the schedule on page 7 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 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, and in conformity with the rules of the Securities and
Exchange Commission.
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Certified Public Accountants
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HBH ADVISORS, L.L.C.

BALANCE SHEET
DECEMBER 31, 2002

ASSETS

Current Assets
Cash (Note 2)
Accounts Receivable (Note 3)
Prepaid Expenses

TOTAL ASSETS

LIABILITIES AND MEMBER'S EQUITY

Current Liabilities
Accounts Payable
Deferred Revenue (Note 4)

Member's Equity

TOTAL LIABILITIES AND MEMBER'S EQUITY

EXHIBIT 1

99,527
148
350

100,025

611

16,667
17,278
82,747

100,025

The accompanying notes to the financial statements are an integral part of this statement.
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HBH ADVISORS, L.L.C.

STATEMENT OF INCOME AND EXPENSE

YEAR ENDED DECEMBER 31, 2002

Income
Fees
Interest Income

Operating Expenses
Compensation (Note 6)
Rent (Note 6)
Office (Note 6)
Broker Dealer Licenses and Fees
Professional Fees
Travel

Net (Loss) for Year

EXHIBIT 11

$ 8,333
156

$ 8,489

3 15,000
1,000

1,236

300

49,478

828

$ 67,842

5  (589,353)

The accompanying notes to the financial statements are an integral part of this statement.

I
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EXHIBIT III

HBH ADVISORS, L.L.C.
STATEMENT OF CHANGES IN MEMBER'S EQUITY
YEAR ENDED DECEMBER 31, 2002

Member's Equity - Beginning of Year $ -0-
Capital Contributions 142,100
Net (Loss) for Year (59,353)

Member's Equity - End of Year $ 82,747

The accompanying notes to the financial statements are an integral part of this statement.
-4 -
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EXHIBIT 1V

HBH ADVISORS, L.L.C.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2002

Operating Activities
Net (Loss) $  (59,353)
Adjustments to Reconcile Net (Loss) to Net
Cash (Used) by Operating Activities
Changes in Operating Assets and Liabilities

Increase in Accounts Receivable (148)
Increase in Prepaid Expenses (350)
Increase in Accounts Payable 611
Increase in Deferred Revenue 16,667
Net Cash (Used) by Operating Activities §  (42,573)
Financing Activities
Member's Contributions § 142,100
Net Cash Provided by Financing Activities $ 142,100
Increase in Cash A 99,527
Cash - Beginning of Year -0-
Cash - End of Year $ 99,527

The accompanying notes to the financial statements are an integral part of this statement.
-5 -
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NOTE 1

PAGE 1 OF_2

HBH ADVISORS, L.L.C.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002

COMPANY'S ACTIVITIES

NOTE 2

The primary business activities are merger and acquisition advisory and capital
sourcing services. The Company’s office is located in Westchester, [llinois. The
Company was formed in May 2002 and received its license to operate as a
registered broker dealer in November 2002.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue and Cost Recognition

The Company recognizes revenue and expenses on the accrual basis of
accounting. As such, revenue is recognized when services are performed and
transactions are completed; expenses are recognized as incurred. Revenue for
services that are paid in advance is amortized over the term of the engagement.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company considers all short-
term investments with an original maturity of three months or less to be cash
equivalents.

Fair Values

The carrying amounts for cash and accounts receivable approximate fair value
due to the short period of time to maturity.

Advertising

The Company expenses advertising costs as they are incurred.

Income Taxes

The Company is a single member limited liability company. All income is
passed through to the Company’s sole owner, and no income taxes are paid by

the Company.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statement in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect amounts reported in the financial statements and accompanying notes.
Due to the inherent uncertainty involved in making estimates, actual results
reported in future periods may be based upon amounts that differ from those
estimates.

-6-
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PAGE 2 OF 2

HBH ADVISORS, L.L.C.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002

NOTE 3 ACCOUNTS RECEIVABLE
The Company follows the practice of writing off uncollectible accounts at such
time as, in its opinion, further attempts to collect are unwarranted. Accounts
receivable includes amounts due for work performed as well as for reimbursable
client expenses.
NOTE 4 DEFERRED REVENUE
The Company has been engaged to perform services that have yet to be
performed. To the extent the Company has received payment in excess of its
earned revenue, that excess is shown as a deferred revenue.
NOTE 5 COMPUTATION OF NET CAPITAL
The Company is required to maintain a minimum net capital, in accordance with
SEC Rule 15¢3-1. Net capital required under the rule is the greater of $5,000 or
6-2/3% of the aggregate indebtedness of the Company. On December 31, 2002,
the Company had net capital of $82,249, which was $77,249 in excess of its
required net capital of $5,000. The Company had aggregate indebtedness of
$17,278 as of December 31, 2002,
Member’s Equity $ 87,747
Less:
Accounts Receivable 148
Prepaid Expenses 350
Net Capital 2,24
NOTE 6 COST SHARING ARRANGEMENT
The Company has entered into an agreement with The Fred Jones Companies,
Inc. (TFJC), the Company’s sole owner, to share various costs. Under the
agreement, HBH Advisors, L.L.C. will be charged $7,500 per month for shared
employees, $500 for rent, and $500 for miscellaneous office expenses.
NOTE 7 RECONCILIATION PURSUANT TO RULE 17a-5(D)(4)

Computation of Net Capital Under Rule 15¢3-1

There were no reconciling items between the December 31, 2002, unaudited
Focus report and this report, which effect net capital.
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