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Iris McWilliams 213-621-5733
{Aren Coge « Teiephous Numbder)

B. ACCOUNTANT IDENTIFICATION

INDEPENDINT PUBLIC ACCCUNTANT whose opinion is contained in this Repori*

Jim F. Herring, CPA
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OATH OR AFFIRMATION
. Iris McWilliams , swear (ar affirm) thay, te the best of

my knowlcdge and belief the accomparying financial statemnent and suppomng schedules perraining (o the Tirm of
lue Belle Investment Co.,

, AS
ol December 31 2002 . arctrus and correct. I further swear (or affirm) that
naither the company ncr any permier. propristor, principal officer or dircctar hias any propriztary interest in any account
clessificd solcly as that of a custance, except as follows:

i/
SN A A _ B L S
ignatwre
President

Title
@ ﬁ-) AMELN
SNEYES, LISA M. SHAPIRO

Nomx ubhc
Y Netary Pubiic, State of Texas
My Commission Expires
February 06, 2005

‘his report ** contalas (check 2il applicable boxes):

7k 0F 150
R (2) Facing Page. i
& (») Smatement of Financial Condition.
X’ (c) Statement of Income (L0SS).
Bl (d) Smtcment >f Changes in Financial Condition.
R (¢) Switerment of Changes in Stockholders’ Equity or Parinars™ or Solé Proprietors’ Capital.
O (f) Starement of Changes in Liabilitiss Subordinated 1o Claimns of Creditors.
B () Computation of Nzt Capital.
|
®
X
=
®
a

(v Compwiation for Determination of Reserve Requirements Pursuant 10 Rule 15¢3-3.

(1) Tnformation Relating to the Possession or Cantrel Requirements Under Rule 15¢3-3.

i) A Reconclliation, cluding appropriate explanation of the Computation of Net Capital Under Rule i5¢3.3 and the
Compurtation for Determination of che Reserve Reguiremeats Under Exhibit A of Rule 15¢3-3.

(k) A Rezonciljation bstween the eudited and unaudited Statements of Finencin: Condition with regsect 10 methods of
consolidatien.

(l) Aa Osta or Alfirmation.

(m) A copy of the SIPC Suppiemental Rapert.

¥ (1) Arcpertdescribing zny materialinadequacics found to cxistor found 10 have existea since the date of the previous zudit.

v Far conditions of confidential rreatmens of certain portions of this filing, see sechion 260.17a-3(¢)(3).

(1) As of December 31, 2002, the company had no liabilities
subordinated to the claims of Creditors and there were no ¢hanges
in subordinated liabilities during the reporting period of
January 1, 2002 to December 31, 2002.



JIM F. HERRING

CERTIFIED PUBLIC ACCOUNTANT
770 S. POST OAK LANE, SUITE 690
HOUSTON, TEXAS 77056

(713) 840-7333 « FAX (713) 840-7117

Report of Independent Auditor

Board of Directors and Stockholders
Blue Relle Investment Co., Inc.

We have audited the accompanying statement of financial condition of
Blue Belle Investment Co., Inc. as of December 31, 2002 and 2001, and
the related statement of operations, changes in stockholder's equity
and cash flows for the years then ended. The financial statements
are the responsibility of the Company's management. Our respons-
ibility 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 cof 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 Blue
Belle Investment Co., Inc. at December 31, 2002 and 2001, and the
results of its operations, changes in stockholder's equity and cash
flow for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

Our examination was made for the purpose of forming an opinion con the
basic financial statements, taken as a whole. The information
contained in Schedules I and II is presented for purposes of
additional analysis and is not a required part of the basic financial
statements, but is supplementary information regquired by rule 17A-5
of the Securities and Exchange Commission. Such information has been
subjected to the auditing procedures applied in the examination of
the financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken
ole.

MEMBER: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
TEXAS SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS



BLUE BELLE INVESTMENT CO., INC.
(A Subchapter S Corporation)
Statement of Financial Condition
December 31, 2002 and 2001

ASSETS 2002 2001
Cash in banks S 9,775 $ 8,844
Accounts receivable:
Shareholder - 3,490
Other - 380
Investments 29,324 29,324
Prepaid expenses and other assets 302 800

Office equipment, at cost, less
accumulated depreciation of $4,853
$3,792, respectively 1,406 2,466

Total assets S 40,807 S 45,304

LIABILITIES AND STOCKHOLDER'S EQUITY

Accounts payable S 984 S 1,453

Stockholder's equity:
Common stock, No par value; 1,000,000
shares authorized; 1,000 shares

issued and outstanding, at stated value 10,000 10,000
Additional paid in capital 32,394 30,294
Retained earnings (deficit) ( 2,571) 3,557

Total stockholder's equity 39,823 43,851

Total liabilities and stockholder's equity $ 40,807 S 45,304

See accompanying notes.



BLUE BELLE INVESTMENT CO., INC.
(A Subchapter S Corporation)
Statement of Operations
Years ended December 31, 2002 and 2001

2002 2001

Revenues:
Commissions and fees § 25,546 § 29,545

Expenses:
Accounting services 12,222 10,0863
Cffice rentals 8,057 7,418
Legal and professional 3,324 1,381
Regulatory fees and assessments 1,394 961
Telephone 1,629 1,515
Office supplies, postage and other 1,348 1,530
Depreciation 1,061 1,151
Egquipment rental and maintenance 2,558 4,812
Taxes 81 81
Operating expenses 31,674 28,912
Income (loss) before provision for income tax ( 6,128) 633
Provision for federal income tax - -
Net income (loss) S( 6,128) S 633

See accompanying notes.



BLUE BELLE INVESTMENT CO., INC.
(A Subchapter S Corporation)
Statement of Cash Flows
Years ended December 31, 2002 and 2001

2002 2001
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) S( 6,128) $ 633
Adjustments to reconcile net income
to net cash provided by (applied
to) operating activities:
Depreciation 1,061 1,151
(Increase) decrease in accounts
receivable-other 380 ( 371)
Decrease 1in prepaid expenses
and other assets 497 -
Increase (decrease) in
accounts payvable and accruals ( 469) 237
Net cash provided (used) by
operating activities ( 4,659) 1,650
CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of investments -

Purchase of office equipment - ( 284)

Net cash used by investing activities - ( 284)
CASH FLOWS FROM FINANCING ACTIVITIES:

Advances from (to) stockholder 5,590 ( 2,025)
NET INCREASE (DECREASE) IN CASH 931 ( 659)
Cash at beginning of year 8,844 8,503
Cash at end of year S 9,975 S 8,844

See accompanying notes.



BLUE BELLE INVESTMENT CO., INC.

(A Subchapter S Corporation)

Statement of Changes in Stockholders'

Equity

Years ended December 31, 2002 and 2001

Additional
Common Paid In Retained
Stock Surplus Earnings Total
Balances at January 1, 2001 $10,000 S 30,254 S 2,924 S 43,218
Net income for the year
ended December 31, 2001 - - 633 633
Balances at December 31, 2001 10,000 30,254 3,557 43,851
Capital contributions for the
ended December 31, 2002 - 2,100 - 2,100
Net income (loss) for the year
ended December 31, 2002 - - ( 6,128) { 6,128)
Balances at December 31, 2002 $10,000 S 32,39%4 S ( 2,571) $ 39,823

See accompanying notes.




BLUE BELLE INVESTMENT CO., INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2002

Organization and significant accounting policies

Blue Belle Investment Co., Inc. was incorporated
under the laws of the State of Texas on May 12, 1986 and
commenced operations as a broker/dealer effective
with its charter date.

The Company is a broker/dealer in securities
registered with the Securities and Exchange Commission
(SEC) under SEC Rule 15b3-3 k(1l), which provides that the
Company 1is limited to the purchase, sale and redemption
of redeemable shares of registered investment companies
and certain other transactions and the Company must
promptly transmit all funds and deliver all securities
received in connection with its activities as a broker or
dealer, and does not otherwise hold funds or securities
for, or owe money or securities to its customers.

The Company derives substantially all of its income
from commigsions under SEC Rule 12 b-1 from a mutual fund
on investments a shareholder has made in that particular
mutual fund.

Security transactions (and related commission
revenue and expense) are recorded on a settlement date
basis, generally the third business day following the
date of the transactions. If materially different,
commission income and related expenses are recorded on a
trade date basis.

Organization costs were fully amortized on December
31, 1983.

The preparation of financial statements in
conformity with genrally accepted accounting principals
requires management to make estimates and assumptions
that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those
estimates.

Net capital requirements

The Company 1is subject to the net capital
requirements under paragraph (a) (2) (vi) of Rule 15c3-1 of
the Securities and Exchange Act of 1934, which requires
the maintenance of minimum net capital, as defined. At
December 31, 2002, the Company had net capital, as
defined, of $8,791, which was $3,791 in excess of its
required net capital of $5,000. The Company's ratio of
aggregate indebtedness to net capital was .11 to 1. The
SEC permits a ratio of no greater than 15 to 1.
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Invegtments

Investments are carried at cost, since there is no
quoted market prices for the investments and it is not
reasonable to estimate fair value of the investment
representing less than 1% of the issued common stock of
an untraded company. At September 30, 2002, the latest
available financial data on the untraded company, the
total assets of the company exceeded one billion dollars
and stockholders' equity exceeded $266 million. Revenues
and net income for the nine months then ended exceeded
$19% million and $12 million, respectively.

Furniture and equipment

Furniture and equipment are stated at cost. These
assets are depreciated over their estimated useful lives
using the straight-line method. During the year ended
December 31, 2002, the Company provided depreciation in
the amount of $1,061.

Related party transactions

During the year ended December 31, 2002, loans from
the stockholder equaled $16,800 while repayments to the
stockholder equaled $20,23%0.

Federal income taxes

The Company has elected to be taxed under the
provisions of Subchapter S of the Internal Revenue Code.
Under such provisions, the Company does not pay federal
corporate income taxes, but rather the stockholder of the
Company is liable for individual income taxes on the
taxable income of the Company.



Schedule I

BLUE BELLE INVESTMENT CO., INC.
Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Act

As of December 31, 2002

Total assets
Less: Total liabilities (exclusive of subordinated debt)
Net worth
Deductions from and/or charges to net worth:
Total non-allowable assets $ 1,708

Other deductions or charges -
Total deductions from net worth

Net capital before haircuts on securities positions
Haircuts on securities:

Certificates of deposit and commercial paper -
U.S. and Canadian government obligations -
State and municipal government and -

obligations -
Corporate obligations -
Stocks and warrants 29,324
Options -
Arbitrage -
Other securities -

Total haircuts of securities
Net capital
Minimum net capital requirement
Excess net capital
Aggregate indebtedness
Ratio of aggregate indebtedness to net capital
Ratio of subordinated indebtedness to debt/equity total

RECONCILIATION WITH COMPANY'S COMPUTATION (included in
Part II of Form X-17A-5 as of December 31, 2001)

Net capital, as reported in Company's Part II
(Unaudited) FOCUS report

Allowable assets erroneously reported as non-allowable
Deposits
Accrued interest receivable

Difference due to offsetting various assets accounts
against related liabilities

Net audit adjustments

Other items, net

Net capital per above

$

$

$

40,807
984

39,823

1,708

38,115

29,324

8,751

5,000

3,791

984

8,791

8,791
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Schedule II

BLUE BELLE INVESTMENT CO., INC.
Supplementary Information
Form X-17a-5
Part IIT

Computation for Determination of Reserve Regquirements
Pursuant to SEC Rule 15c3-3.

The Company is not subject to Reserve Reguirements pursuant
to Rule 15c3-3 because the Company operates under the
exemptive provisions and paragraph K(2) (i) of SEC Rule 15c3-
3.

Information relating to the Possession or Control Require-
ments undexr Rule 15¢c3-3.

The Company is not subject to the Possession and Control
Requirements under Rule 15%¢3-3. The Company does not possess
nor control any customer funds or securities that would
require disclosure under said rule. The Company operates
under the exemptive provisions of paragraph K(2) (i) of Rule
15¢c3-3.

A reconciliation of the computation of net capital under Rule
15¢3-1 and the computaticn for determination of Reserve
Requirements under Exhibit A of Rule 15c3-3.

There were no material differences between the computation of
net capital pursuant to Rule 15¢c3-1 and the corresponding net
capital amount prepared by Blue Belle Investment Co., Inc.
and included in the Company's Part IIA (unaudited) FOCUS
report as of December 31, 2002.

The computation for Determination of Reserve Requirements
pursuant to Rule 15c¢3-3 and the Information Relating to
Possession or Control Requirements under Rule 15c3-3 have
been omitted because the firm is exempt under paragraph
K(2) (1) of SEC Rule 15c3-3.

Reconciliation between the audited and unaudited statements
of financial condition with respect to methods of consoli-
dation.

There were no material differences between the audited and
unaudited financial statements at year end. The Company does
not consolidate its accounts.



JIM F. HERRING

CERTIFIED PUBLIC ACCOUNTANT
770 S. POST OAK LANE, SUITE 690
HOUSTON, TEXAS 77056

(713) 840-7333 « FAX (713) 840-7117

Independent Auditor's Report on Internal
Accounting Control Required by SEC Rule 17a-5

February 9, 2003

Board of Directors
Blue Belle Investment Co., Inc.
Houston, Texas

I have examined the financial statements of Blue Belle Investment Co., Inc. for the
year ended December 31, 2002, and have issued my report thereon dated February 9,
2003. As part of my examination, I made a study and evaluation of the Company's
system of internal accounting control to the extent I considered necessary to
evaluate the system as required by generally accepted auditing standards. The
purpose of my study and evaluation, which included obtaining an understanding of the
accounting system, was to determine the nature, timing, and extent of the auditing
procedures necessary for expressing an opinion on the financial statements.

Also, as required by rule 17a-5(g) (1) of the Securities and Exchange Commission, I
have made a study of the practices and procedures (including test of compliance with
such practice and procedures) followed by Blue Bell Investment Co., Inc. that I
considered relevant to the objectives stated in rule 17a-5(g) (1) in making the
periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)
{I1) and the procedures for determining compliance with the exemptive provisicns of
rule 15c¢3-3, I determined that the company was in compliance with the conditions of
the exemption and that no facts came to my attention that such conditions had not
been complied with during the period.

I also made a study for the practices and procedures followed by the Company in
making the periodic computations cf aggregate indebtedness and net capital under rule
17a-3(a) {(II) and the procedures for determining compliance with the exemptive
provisions of rule 15c3-3. I did not review the practices and procedures fcllowed by
the Company in making the quarterly securities examin-ations, counts, verifications
and comparisons, and the recordation of differ-ences reguired by rule 17a-12 or in
complying with the requirements for prompt payment for securities under section 8 of
Regulation T of the Board of Governors of the Federal Reserve System, because the
Company does not carry security accounts for customers or perform custodial functions
relating to customer securities.

MEMBER: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
TEXAS SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS



The management of the Company is responsible for establishing and maintaining a
system of internal accounting 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
control procedures and of the practices and procedures can be expected to achieve the
Commission's above-mentioned objectives. The objectives of a system 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 generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in any internal accounting control procedures or the
practices and procedures referred to above, errors or irregularities may nevertheless
occur and not be detected. Also, projection of any evalu-ation of them to future
periods is subject to the risk that they may become inadequate because of changes in
conditions or that the degree of compliance with them may deteriorate.

My study and evaluation made for the limited purpose described in the first paragraph
would not necessarily disclose all material weaknesses in the system. Accordingly, I
do not express an opinion on the system of internal accounting control of Blue Belle

Investment Co., Inc. taken as a whole, however, my study and evaluation disclosed no
condition that I believe to be a material weakness.

I understand that practices and procedures that accomplish the objectives referred to
in the second paragraph of this report are considered by the Commission 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
objective in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on my study, I believe that the Company's practices
and procedures were adequate at December 31, 2002 to meet the Commission's
objectives.

This report is intended soclely for the use of management, the National Association of
Securities Dealers, Inc., the Securities and Exchange Commission and various state
regulatory agencies governing broker/dealer registration activities, and should not
be used for any other purpose.

February 9, 2003




