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GILL, GRUETTEMEYER & CO., LLC
- CERTIFIED PUBLIC ACCOUNTANTS

LAFAYETTE PROFESSIONAL BUILDING MARTIN E. GRUETTEMEYER, C.P.A.
14615 MANCHESTER RD., SUITE 203 GREGORY B. GILL, C.P.A.
MANCHESTER, MISSOURI 63011 JO ANN BIGGS

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Huntleigh Securities Corporation
St. Louis, Missouri

We have audited the accompanying statement of financial condition of Huntleigh
Securities Corporation (a Missouri corporation) as of December 31, 2002, and the related
statements of income, stockholders' 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 responsibilty 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.A. 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 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 Huntleigh Securities Corporation as of December 31,
2002, and the results of its operations, its cash flows for the year then ended in conformity
with U.S.A. generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules | through IV is
presented for the purpose 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.

St. Louis, Missouri by m ' v
February 19, 2003 4&5«7/ Skt g‘&\-d( (g ctC

TEL: (636) 394-1025 FAX: (636) 394-6929 email: gillcpa@aol.com



EXHIBIT A
HUNTLEIGH SECURITIES CORPORATION
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2002
ASSETS
Cash and cash equivalents 132,669
Cash segregated under federal and other regulations (Note 3) 58,046
Deposits with clearing organizations (Note 9) 265,559
Receivable from broker/dealers and clearing organizations (Note 4) 789,348
Receivable from customers (Note 5) 7,549,010
Securities owned: (Note 6)
Marketable, at market value 2,001,382
Not readily marketable, at estimated fair value 3,300
Equipment and leasehold improvements, at cost, less accumulated
depreciation and amortization of $438,545 128,463
Other assets 151,277
TOTAL ASSETS 11,079,054
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Short term bank loans {Note 7) 4,905,000
Drafts payable 585,238
Payable to broker/dealers and clearing organizations (Note 4) 1,107,159
Payable to customers (Note 5) : 1,600,515
Securities sold, not yet purchased, at market value (Note 6) 291,988
Accounts payable, accrued expenses, and other liabilities 732,640
TOTAL LIABILITIES 9,222,540
Stockholders’ Equity
Common stock: Authorized 1,000,000 shares of $.25 par value,
issued and outstanding 410,000 shares 102,500
Additional paid-in capital 2,382,692
Retained (deficit) (628,578)
TOTAL STOCKHOLDERS' EQUITY 1,856,514
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 11,079,054

The accompanying Notes to Financial Statements
are an integral part of this statement



EXHIBIT B
HUNTLEIGH SECURITIES CORPORATION
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2002
REVENUES -
Commissions 5,761,186
Principal transactions 971,649
Investment banking 966,140
Interest and dividends 971,581
Other income 332,352
TOTAL REVENUES 9,002,928
EXPENSES
Commissions 3,415,155
Commissions - re-allowed 1,026,230
Employee compensation and benefits 1,883,409
Floor brokerage, exchange and clearance fees 308,957
Communications 633,177
Rent - office and equipment 535,216
Interest 230,140
Professional fees 56,168
Regulatory fees 72,733
Insurance 73,308
Depreciation and amortization 61,742
Licenses and taxes 8,830
Other operating expenses 853,007
TOTAL EXPENSES 9,158,072
Income (Loss) Before Provision For Income Taxes (155,144)
Provision For Income Taxes (Note 10) --
NET INCOME (LOSS) (155,144)

The accompanying Notes to Financial Statements
are an integral part of this statement



EXHIBIT C
HUNTLEIGH SECURITIES CORPORATION
STATEMENT OF STOCKHOLDERS' EQUITY
DECEMBER 31, 2002

Additional Retained
Common Paid In Earnings Treasury
Stock Capital (Deficit) Stock TOTAL
Balance - December 31, 2001 $ 95000 $ 2245874 3 (471,812) § (8,335) $ 1,860,727
Purchase of 940 shares -- -- -- (4,775) (4,775)
Issuance of 30,000 shares 7,500 136,718 -- -- 144 218
Sale of 2,288 shares -
at a net amount less than cost - -- (1,622) 13,110 11,488

Net income (loss) -- -- (155,144) -- (155,144)
Balance - December 31, 2002 $ 102,500 $ 2,382,592 $ (628,578) $ - $ 1,856,514

The accompanying Notes to Financial Statements
are an integral part of this statement



EXHIBITD
HUNTLEIGH SECURITIES CORPORATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2002
OPERATIONAL CASH FLOWS
Net Income (Loss) $ (155,144)
Adjustments to reconcile net income to net cash used in operating activities:
Depreciation and amortization 61,742
Change in assets and liabilities:
Decrease in cash segregated under federal and other regulations 2,573
Increase in deposits with clearing organizations (2,402)
Decrease in receivable from broker-dealers and clearing organizations 482,328
Decrease in receivable from customers 2,197,575
Increase in securities owned, net (308,256)
Increase in other assets (52,398)
Decrease in drafts payable (37,427)
Increase in payable to broker-dealers and clearing organizations 803,828
Decrease in payable to customers (642,090)
Decrease in accounts payable, accrued expenses, and other liabilities (5,473)
Net Cash Provided By Operating Activities 2,344,856
Cash Flows From Investing Activities
Purchase of equipment - net (38,305)
Net Cash (Used) In Investing Activities (38,305)
Cash Flows From Financing Activities
Decrease in short term bank loans (2,390,000)
Purchase of common stock (4,775)
Proceeds from sale of common stock 155,706
Net Cash (Used) In Financing Activities (2,239,069)
INCREASE IN CASH AND CASH EQUIVALENTS 67,482
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 65,187
CASH AND CASH EQUIVALENTS - END OF YEAR $ 132,669
SUPPLEMENTAL CASH FLOW DISCLOSURES
Interest paid $ 247,851

Income taxes paid

The accompanying Notes to Financial Statements
are an integral part of this statement



EXHIBIT E
Page 1 of 7
HUNTLEIGH SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2002

1. Organization And Nature Of Business

Huntleigh Securities Corporation (the Company) is a registered broker/dealer under
the Securities Exchange Act of 1934. In this capacity, it executes principal and agency
securities  transactions, provides investment banking services and offers
correspondent clearing and execution services for other firms.

The Company has agreements with certain clearing organizations to clear certain of its
proprietary and customer transactions. These agreements require cash and/or
security deposits to be maintained.

2, Significant Accounting Policies

Securities Transactions

Marketable securities are valued at market value, and securities not readily marketable
are valued at fair value as determined by management. The resulting difference
between cost and market value is included in income.

Securities transactions and related commission revenue and expense are recorded on
a settlement date basis, generally the third business day following the transaction date.
Underwriting fee income is recorded at the time the underwriting is completed and the
income is reasonably determinable.

Estimates And Assumptions

The preparation of financial statements in conformity with U.S.A. generally accepted
accounting principles 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 reporting period. Actual results could differ from
those estimates.

Investment Banking

Investment banking revenue is recorded when a financing is completed and fees are
reasonably determinable and collectible. Investment banking revenues include
consulting fees as well as gains, losses, and fees, net of syndicate expenses, arising
from securities offerings in which the Company acts as an underwriter or agent.



EXHIBIT E

Page 2 of 7
HUNTLEIGH SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2002

2. Significant Accounting Policies (continued)

Cash Eguivalents

The Company classifies liquid investments with a maturity of less than three months as
cash equivalents. The Company maintains cash and cash equivalent balances at
several financial institutions. Accounts at banks are insured by The Federal Deposit
Insurance Corporation up to $100,000. At December 31, 2002, the Company’s
uninsured cash balances totaled $22,586.

Depreciation And Amortization

Depreciation is computed using straight-line and accelerated methods over estimated
useful lives of three to seven years.

Amortization of leasehold improvements is computed based on the term of the lease or
the economic useful life of the improvement, whichever is less.

Drafts Payable

Drafts payable represent amounts drawn by the Company against a bank.

Fair Value of Financial Instruments

Management estimates that the aggregate net fair market value of financial
instruments recognized on the statement of financial condition approximates their
carrying value.

3. Cash Segregated Under Federal And Other Regulations

Cash of $52,546 has been segregated in a special reserve bank account for the
benefit of customers under Rule 15¢3-3 of the Securities and Exchange Commission.

Cash of $5,500 has been segregated in a special reserve bank account for the benefit
of introducing broker/dealers who clear through the Company under Rule 15¢3-3 of the
Securities and Exchange Commission.



" HUNTLEIGH SECURITIES CORPORATION

EXHIBIT E
Page 3 of 7

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2002

4. Receivable From And Payable To Broker/Dealers And Clearing Organizations

Receivable from and payable to broker/dealers and clearing organizations are

comprised of the following:

Receivable
Securities borrowed
Failed-to-deliver
From clearing organization
Other

Payable
Failed-to-receive
To clearing organization
Other

5. Receivable From And Payable To Customers

$ 449,600
118,773

0

220,975
$ 789,348

$ 640,266
0

466,893
$1.107,159

Receivables from customers include amounts due on margin transactions and are

generally collateralized by marketable securities.

Payables to customers primarily

represent free credit balances of customers and amounts payable against receipts of
marketable securities. As of December 31, 2002, receivables from customers include
$84,087 representing security accounts of officers and directors. Payables to
customers do not include any amounts representing security accounts of officers and

directors.

6. Securities Owned And Securities Sold, Not Yet Purchased

Marketable securities owned and marketable securities sold, not yet purchased,
consist of trading and investment securities at market values, as follows:

Sold, Not Yet

Owned Purchased

Governments $ 2,659 $ --
Stocks and warrants 1,335,385 291,988
Corporate obligations 74,990 -
State and municipal obligations 573,705 --
Unit Investment Trust 14,633 --
$2.001.382 $ 291,988



EXHIBITE
Page 4 of 7
HUNTLEIGH SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2002

6. Securities Owned And Securities Sold, Not Yet Purchased (continued)

Securities not readily marketable include investment securities for which there is no
market on a securities exchange or no independent publicly quoted market. At
December 31, 2002, these equity securities at estimated fair values amounted to
$3,300.

7. Bank Loans

The bank renewed the Company’s line of credit in August 2002. Bank loans represent
short-term borrowings which bear interest at a fluctuating rate based on the broker call
rate and the bank’s individual rates (average rate of 2.50% at December 31, 2002).
The loans, aggregating $4,905,000 are collateralized by customers’ margin and firm
trading securities valued at approximately $6,405,000. The maximum borrowings
available under these agreements are $25,000,000.

The Company has also agreed to furnish financial information on a monthly and
annual basis and maintain excess net capital of at least $1,000,000. The Company is
in compliance with the loan agreement.

8. Commitments

The Company moved its headquarters in November 2002. The new lease
commenced November 1, 2002 with a term of seven years and two months. The
terms of this lease call for a graduated annual base rent schedule. The following is a
schedule by year of future minimum payments required under the lease as of
December 31, 2002:

Minimum Minimum
Year Payments Year Payments
2003 $340,506 2007 $337,525
2004 $311,844 2008 $344,862
2005 $319,181 2009 $352,200

2006 $330,188
The Company also rents office space for its branch offices under commercial office
lease agreements. The average lease term is three years, with options to renew and
include usual cost of living escalator clauses.

Rent expense for all real property amounted to approximately $468,150.



EXHIBIT E
Page 5 of 7

HUNTLEIGH SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2002

9.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission’s Uniform Net
Capital Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital.
The Company has elected to use the alternative method, permitted by the rule, which
requires that the Company maintain minimum net capital, as defined, equal to the
greater of $250,000 or 2 percent of aggregate debit balances arising from customer
transactions, as defined. (The net capital rule of the “applicable” exchange also
provides that equity capital may not be withdrawn or cash dividends paid if resulting
net capital would be less than 5 percent of aggregate debits.) At December 31, 2002,
the Company had net capital of $1,332,136, which was 17.41 percent of aggregate
debit balances and $1,082,136 in excess of required net capital.

In order to be a clearing broker/dealer for other introducing broker/dealers, National
Securities Clearing Corporation’s standards require the Company to maintain a
minimum of $1,000,000 in excess of required net capital. At December 31, 2002, the
Company was in compliance with this requirement. A clearing deposit is also required
to be calculated and maintained daily based on the volume of transactions pending
settlement. At December 31, 2002, the daily clearing deposit amounted to
approximately $208,076 and is included in deposits with clearing organizations in the
accompanying balance sheet. ‘

10.Income Taxes

1.

The Company has available loss carry forwards to offset future taxable income. The
income tax benefits are not recorded due to uncertainties of future realization.

Related Party Transactions

The Company provides clearing services for two correspondent firms whose owners
hold a majority investment interest in the Company. Transactions between the entities
are executed and subject to all compliance rules and regulations common in the
securities industry. Effective December 31, 2002 one of the correspondent firms filed
an application with the regulatory authorities to withdraw from the securities business
and transferred its accounts to Huntleigh Securities Corporation.

Revenue earned, less clearing expenses, attributable to these two correspondent firms
was approximately $83,000 for the year ended December 31, 2002. Included in “Other
Liabilities” at December 31, 2002 was approximately $52,000 payable to these two
firms.



EXHIBIT E

Page 6 of 7
HUNTLEIGH SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2002

12.Profit Sharing Plan

The Company sponsors a profit-sharing plan with a 401(k) deferred compensation
provision. All employees are eligible {o participate as long as they are at least 21
years of age and have completed six months of service. The Company’s contribution
is discretionary and is determined by its Board of Directors on an annual basis. For
the year ended December 31, 2002, the Company made no contribution to the plan.

13.Contingencies

Legal Contingencies

Various legal claims arose during the normal course of business, which in
management’s opinion will have no material effect on the Company’s financial
statements.

14.Financial Instruments With Off-Balance-Sheet Risk

In the normal course of business, the Company executes, as agent, securities
transactions on behalf of its customers. If either the customer or a counter party fails
to perform, the Company may be required to discharge the obligations of the non-
performing party. In such circumstances, the Company may sustain a loss if the
market value of the security is different from the contract value of the transaction.

In addition, the Company has sold securities that it does not currently own and will
therefore be obligated to purchase such securities at a future date. The Company has
recorded these obligations in the financial statements at December 31, 2002, at
market values of the related securities.

in the normal course of business, the Company may deliver securities as collateral in
support of various secured financing sources such as bank loans and securities
loaned. Additionally, the Company delivers customer securities as collateral to satisfy
margin deposits of various clearing organizations. In the event the counter party is
unable to meet its contracted obligation to return customer securities delivered as
collateral, the Company may be obligated to purchase the securities in order to return
them to the owner. In such circumstances, the Company may incur a loss up to the
amount by which the market value of the securities exceeds the value of the loan or
other collateral received or in the possession and control of the Company.



EXHIBIT E
Page 7 of 7
HUNTLEIGH SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2002

14.Financial Instruments With Off-Balance-Sheet Risk (continued)

For transactions in which the Company extends credit to customers, the Company
seeks to control the risks associated with these activities by requiring customers to
maintain margin collateral in compliance with various regulatory and internal
guidelines. The Company monitors required margin levels daily, and pursuant to such
guidelines, requests customers to deposit additional collateral, or reduce securities
positions when necessary.



SUPPLEMENTARY INFORMATION



Schedule |
HUNTLEIGH SECURITIES CORPORATION
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
FOR THE YEAR ENDED DECEMBER 31, 2002
NET CAPITAL:
Total stockholders' equity $ 1,856,514
Deduct stockholders' equity not allowable for net capital --
Total stockholders' equity qualified for net capital 1,856,514
Deductions and/cr charges:
Non-allowable assets:
Customer receivables - unsecured 3,380
Non-customer receivables 53,813
Securities not readily marketable 3,300
Equipment and leasehold improvements, net 128,463
Pre-paid and other assets 82,083
271,039
Additional charges for customers' and non-customers' security accounts 3,434
Total deductions and/or charges 274,473
Net capital before haircuts on securities positions
(tentative net capital) 1,582,041
Haircuts on securities:
Trading and investment securities:
State and municipal government obligations 29,072
Federal obligations 106
Corporate obligations 11,249
Stocks and warrants 208,478
Total Haircuts 249,905
Net Capital $ 1,332,136
Computation of Alternative Net Capital Requirements
2% of aggregate debit items (or $250,000, if greater) as shown in the formula for reserve
requirements pursuant to Rule 15¢3-3 prepared as of the date of net capital computation $ 250,000
Net Capital 1,332,136
Excess Net Capitail $ 1,082,136
Net Capital In Excess Of -
4% of Aggregate Debit ltems $ 1,026,160
5% Of Aggregate Debit items $ 949,665
Reconciliation With Company's Computation (Included In Part Il Of Form
X-17A-5 As Of December 31, 2002)
Net capital, as reported in Company's Part Il (unaudited) FOCUS report $ 1,332,136
Net Capital Per Above $ 1,332,136




Schedule |
HUNTLEIGH SECURITIES CORPORATION
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS'
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
FOR THE YEAR ENDED DECEMBER 31, 2002
Credit Balances
Free credit balances and other credit balances in customers' security accounts $ 2,185,753
Monies borrowed collateralized by securities carried for the accounts of customers 3,835,000
Customers' securities failed to receive 640,266
Credit balances in firm accounts which are attributable to principal sales to customers 27,757
Total Credit Items 6,688,776
Debit Balances
Debit balances in customers' cash and margin accounts excluding unsecured
accounts and accounts doubtful of collection net of deductions pursuant to
Rule 15¢3-3 7,461,542
Securities borrowed to effectuate short sales by customers and securities
borrowed to make delivery on customers' securities failed to deliver 187,866
Failed to deliver of customers' securities not older than 30 calendar days --
Aggregate debit items 7,649,408
Less 3% 229,481
Total 15¢3-3 debit items 7,419,927
Reserve Computation
Excess of total debits over {otal credits $ 731,151
Required deposit 3 -
Reconciliation With Company's Computation {Included In Part Il Of
Form X-17A-5 As Of December 31, 2002)
Excess As Reported in Company's Part || FOCUS report $ 731,151
Excess Per Above Computation $ 731,151




HUNTLEIGH SECURITIES CORPORATION

Schedule Il

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
FOR THE YEAR ENDED DECEMBER 31, 2002

Information Relating to Possession or Control Requirements

1.

Customers’ fully paid excess margin securities not in the
respondent’s possession or control as of the report date (for
which instructions to reduce to possession or control had been
issued as of the report date, but for which the required action
was not taken by respondent within the time frames specified
under Rule 15¢3-3):

A. Number of items

Customers’ fully paid securities and excess margin securities
for which instructions to reduce to possession or control had
not been issued as of the report date, excluding items arising
from “temporary lags which result from normal business
operations” as permitted under Rule 15¢3-3:

A. Number of items

None

None

None

None



Schedule IV

HUNTLEIGH SECURITIES CORPORATION

SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION
FOR CUSTOMERS’ REGULATED COMMODITY FUTURES AND OPTIONS ACCOUNTS
FOR THE YEAR ENDED DECEMBER 31, 2002

This schedule is not applicable, as the Company does not allow customer commodity
futures and option accounts.



GILL, GRUETTEMEYER & CO., LLC
- CERTIFIED PUBLIC ACCOUNTANTS

LAFAYETTE PROFESSIONAL BUILDING MARTIN E. GRUETTEMEYER, C.P.A,

14615 MANCHESTER RD., SUITE 203 GREGORY B. GILL, C.P.A.
MANCHESTER, MISSOURI 63011 JO ANN BIGGS

INDEPENDENT AUDITOR'S REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors
Huntleigh Securities Corporation
St. Louis, Missouri

In planning and performing our audit of the financial statements of Huntleigh
Securities Corporation 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 the following:

1. Making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capital under Rule 17a-3(a)(11) and
the customer 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 requiremenyts of 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

TEL: (636) 394-1025 FAX: (636) 394-6929 email: gillecpa@aol.com



Independent Auditor's Report on [nternal Control Structure
Huntleigh Securities Corporation
Page two

The management of the Company is 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 U.S.A. generally accepted accounting procedures. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding
paragraph.

Because of inherent limitations in internal control or the practices and procedures
referred to above, error 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 structure elements does not reduce to a
relatively low level the risk that error 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 Commission’s objectives.
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This report is intended solely for the information and use of the Board of Directors,
management, the Securities and Exchange Commission and other regulatory
agencies which 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.
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