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OATH OR AFFIRMATION

L Stephen L. Hamilton . swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Hamilton Miller Investments, LLC

, as

of December 31 ,20 g2 , are true and correct. 1 further swear (or affirm) that
neither the company not any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer. except as follows:
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his report ** contains (check all applicable boxes):
4 {(a) Facing Page.

G !

(n) Acreportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

E 3 {b) Statement of Financial Condition.

B1 (c) Statement of Income (Loss).

{1 (d) Statement of Changes in Financial Condition.

£3 (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

[] (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

£3 (g) Computation of Net Capital.

£l (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

{1 (i) tnformation Relating to the Possession or Control Requirements Under Rule 15¢3-3.

B'J () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Ji Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
| consolidation.

{3 (1) An Oath or Affirmation.

%% (m) A copy of the SIPC Supplemental Report.

I
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For conditions of confidential treatment of cerrain portions of this filing, see secrion 240, 17a-3(2)(3).
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Schmidt + Associates
A Professional Corporation of Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

To the Members
Hamilton Miller Investments, LL.C

We have audited the accompanying statement of financial condition of Hamilton Miller
Investments, LLC, (the Company) as of December 31, 2002, and the related statements of
income, changes in member'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 Hamilton Miller Investments, LL.C at December 31, 2002,
and the results of their operations and their 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 Schedules I, II, HI, and IV 1s
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.

T Mr?. <.

SCHMIDT + ASSOCIATES, P.C.

Greenwood Village, Colorado
February 26, 2003

7100 E. Belleview Ave., Suite 307, Greenwood Village, CO 80111 303+741-5600  Fax 303+741-3320



Cash

HAMILTON MILLER INVESTMENTS, LLC
STATEMENT OF FINANCIAL CONDITION
December 31, 2002

ASSETS

Certificates of deposit
Receivable from broker-dealers and other clearing organizations

Prepaid expenses
Securities owned:

Not readily marketable, at estimated fair value

TOTAL ASSETS

LIABILITIES

LIABILITIES AND MEMBER’S EQUITY

Fees payable to brokers and dealers
Accrued expenses-related party

TOTAL LIABILITIES

MEMBER’S EQUITY

TOTAL LIABILITIES AND MEMBER'’S EQUITY

See accompanying accountants’ audit report
and notes to financial statements.

2-

$ 59,835
25,222
975,299
2,425

18,900

$ 1,081,681

$ 133,290
6,073

139,363
942,318
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HAMILTON MILLER INVESTMENTS, LL.C
STATEMENT OF INCOME
For the Year Ended December 31, 2002

REVENUES

Management and Performance fees
Commissions
Interest income

TOTAL REVENUES

EXPENSES

Reimbursement Expenses
Payroll
Office
Travel
Professional fees
Telecommunications |
Meals and entertainment
Subscriptions and memberships
Miscellaneous
TOTAL REIMBURSEMENT EXPENSES

Other expenses
Regulatory and finders fees
License fees
Professional fees
Miscellaneous
TOTAL OTHER EXPENSES

TOTAL EXPENSES

NET INCOME

$ 2,138,319
68,985
38,674
28,164
25,757
16,851
14,980

2,343

592,918
4,832
305

287

See accompanying accountants’ audit report
and notes to financial statements.

$

2,319,207
1,166,027
149

73485383

$

2,334,073

598342
2,932,415

552,968



HAMILTON MILLER INVESTMENTS, LLC
STATEMENT OF CHANGES IN MEMBER’S EQUITY
For the Year Ended December 31, 2002

Total
Member’s
Equity
BALANCE AT JANUARY 1, 2002 $ 389,350
Net Income 552,968
Contributions of capital | 0
BALANCE AT DECEMBER 31, 2002 $ 942,318

See accompanying accountants’ audit report
“and notes to financial statements.
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HAMILTON MILLER INVESTMENTS, LLC
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2002

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income
Adjustments to reconcile net income to net cash used
in operating activities:
(Increase) in operating assets:
Net receivable from broker-dealer and other
clearing organizations
Prepaid expenses
Increase in operating liabilities:
Fees payable to brokers and dealers
Accrued expenses
Total adjustments
NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of certificates of deposit
NET CASH USED BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES:
NET CASH USED BY FINANCING ACTIVITIES

NET INCREASE IN CASH
CASH - Beginning of year

CASH - End of year

Supplemental Cash Flow Disclosure

There were no non-cash investing or financing activities; and no cash was expended for interest or

taxes for the year ended December 31, 2002.

$ ( 590,748
( 1,637
91,921

6,073

( 16,149

0

~ See accompanying accountants’ audit report
and notes to financial statements.
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552,968

494,391

58,577

16,149

42,428

17,407 -

59,835



HAMILTON MILLER INVESTMENTS, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2002

ORGANIZATION AND NATURE OF THE BUSINESS .

The Company is a broker-dealer registered with the Securities and Exchange Commission
(SEC) and is a member of the National Association of Securities Dealers (NASD). The
Company is a Delaware limited liability company 100% owned by Hamilton Miller, Inc.
(Note L) and conducts its business in the state of Colorado. The Company provides
marketing services for non-traditional fund managers primarily through private offerings
in compliance with Regulation D of the Federal Reserve Board.

SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The Company’s financial statements are reported on an accrual basis in accordance with
general accepted accounting principles. The Company is a privately held limited liability
company and, as such, is not required to provide earnings per share information in these
financial statements.

Fee and Commission Income

The Company’s primary sources of revenue are fees and commissions earned as a
percentage of the fees charged by the fund managers to their customers.

Income Taxes

The Company is treated as a partnership for federal income tax purposes and does not
incur income taxes. Instead, its earnings and losses are included in the returns of the
members and taxed depending on their tax situations. The financial statements do not
reflect a provision for income taxes.

Estimates

The preparation of financial statements in conformity with 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.
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HAMILTON MILLER INVESTMENTS, LLC
NOTES TO FINANCIAL STATEMENTS (Continued)
December 31, 2002

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash

For the purpose of the statement of cash flows, cash includes all cash held in checking
and savings accounts, other than certificates of deposit.

CASH AND SECURITIES SEGREGATED UNDER FEDERAL AND OTHER
REGULATIONS

The Company does not participate in active securities trading or clearing functions and
therefore is not required to segregate any funds for the benefit of customers under rule
15¢3-3 of the Securities and Exchange Commission.

CONCENTRATION OF CREDIT RISK

The Company’s financial instruments that are exposed to concentrations of credit risk
consist primarily of cash and trade accounts receivable. The Company places its cash
with high credit quality financial institutions. At times such investments may be in
excess of the FDIC insurance limit. Should a bank fail when the Company’s bank
balances exceed the limits, which is highly unlikely, the Company may suffer a loss of the
amounts in excess of the limits. The Company routinely assesses the financial strength of
its customers and, as a consequence believes that its trade accounts receivable credit risk
exposure is limited.

RECEIVABLES FROM BROKER-DEALERS AND CLLEARING ORGANIZATIONS

The receivables balance is comprised of management and performance fees due from
various fund managers for marketing services performed by the Company. Collateral for
the receivables is not reflected in the financial statements.

SECURITIES OWNED

Securities owned consist of shares and warrants purchased and valued at cost of $18,900,
which is lower than estimated realizable value. There was no market on a securities
exchange for the shares or warrants as of December 31, 2002.



HAMILTON MILLER INVESTMENTS, LLC
NOTES TO FINANCIAL STATEMENTS (Continued)
December 31, 2002

FEES PAYABLE TO BROKERS AND DEALERS

. The Company owed $133,290 in fees to brokers and dealers, which were directly related

to their accounts receivable balances from broker-dealer and other clearing organizations
at December 31, 2002.

SUBORDINATED BORROWINGS

The Company did not have any subordinated borrowing activity for the year ended
December 31, 2002.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (SEC rule 15¢3-1), which requires the maintenance of minimum net capital
and requires that the ration of aggregate indebtedness to net capital, both as defined, shall
not exceed 15 to 1 (and the rule of the “applicable” exchange also provides that equity
capital may not be withdrawn or cash dividends paid if the resulting net capital ratio
would exceed 10 to 1). At December 31, 2002, the Company had net capital of $78,984,
which was $69,694 in excess of its required net capital of $9,290. The Company’s ratio
of aggregate indebtedness to net capital was 1.76 to 1.

COMMODITY FUTURES AND OPTIONS SEGREGATION REQUIREMENTS

The Company is not subject to the Commodity Futures Trading Commission’s (CFTC’s)
minimum financial requirements (Regulation 1.17).

CHANGE IN ACCOUNTING METHOD

The Company changed the method by which it recognizes accounts receivable at
December 31, 2002. Receivables derived from performance fees, which had previously
not been in accounts receivable, were determined by management to be an accrual item
and were included in the receivables balance at year-end. The effect of this change in
accounting method was an increase in net income for the year ended December 31, 2002
of $647,596. ’



HAMILTON MILLER INVESTMENTS, LLC
NOTES TO FINANCIAL STATEMENTS (Concluded)
December 31, 2002

RELATED PARTY TRANSACTION

The Company has an agreement with its sole Member in which the Company pays
reimbursed expenses for the use of the Member’s facility, employees, and other operating
expenses. The total amount expensed for reimbursed expenses for the year ended
December 31, 2002 was $2,334,073. At December 31, 2002, the Company owed its
Member $6,073 for reimbursed expenses.
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Schedule 1

HAMILTON MILLER INVESTMENTS, LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
December 31, 2002

Net Capital
Total members’ equity $ 942318
Deduct members’ equity not allowable for net capital 0
Total members’ equity qualified for net capital 042,318
Add subordinated borrowings and other allowable credits 0
Total capital 942,318

Deductions and/or charges:
Nonallowable assets:

Receivables, net of related payables $ 842,009

Securities not readily marketable 18,900

Other 2,425
Total deductions and or charges 863,334
Net capital before haircuts on securities positions 78,984

(tentative net capital)

Haircuts on securities 0
Net capital $ 78,984
Aggregate indebtedness .

Fees payable to brokers and dealers 133,290
Accrued expenses 6,073
Total aggregate indebtedness $ 139,363
Computation of basic net capital requirement
Minimum net capital required: $ 9,290
Excess net capital at 1,500 percent $ 69,694
Excess net capital at 1,000 percent $ 65,047
Ratio: Aggregated indebtedness to net capital : 1.76 to 1

Note that no material differences exist between Net Capital computed on this schedule, and the unaudited
filing of Part II of the FOCUS report filed by the broker-dealer. This schedule has excluded $171,524
from Receivables, net of related payables and Member’s Equity, which was included in the unaudited
filing of Part II of the FOCUS report filed by the broker-dealer. However, this change had no effect on
the Minimum Net Capital requirement of the Company.

-10-



Schedule I1

HAMILTON MILLER INVESTMENTS, LLC
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2002

Hamilton Miller Investments, LLC does not have any reserve requirements under rule 15¢3-3 of-
the Securities and Exchange Commission. Hamilton Miller Investments, LLC does not
participate in active trading or clearing functions. Accordingly, Hamilton Miller Investments,
LLC neither holds nor controls customer assets and at no time obtains possession or control of
customers’ fully paid and excess-margin securities. No “Special Reserve Bank Account for the
Exclusive Benefit of Customers”, as outlined by Rule 15¢3-3, is required by Hamilton Miller
Investments, LL.C.

Note that this broker-dealer claims an exemption from Rule 15¢3-3.

-11-



Schedule IIT

HAMILTON MILLER INVESTMENTS, LLC
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2002

Hamilton Miller Investments, LLC does not participate in active trading or clearing functions.
Accordingly, Hamilton Miller Investments, LLC neither holds nor controls customer assets and
at no time obtains possession or control of customers’ fully paid and excess-margin securities.
Therefore this schedule is not applicable in relation to the activities of Hamilton Miller
Investments, LLC.

-12-



Schedule IV

HAMILTON MILLER INVESTMENTS LLC
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION FOR
CUSTOMERS’ REGULATED COMMODITY FUTURES AND OPTIONS ACCOUNTS
As of December 31, 2002

Hamilton Miller Investments, LLC does not participate in active trading or clearing functions.
Accordingly, Hamilton Miller Investments, LLC neither holds nor controls customer assets and
at no time obtains possession or control of customers’ fully paid and excess-margin securities.
Therefore this schedule is not applicable in relation to the activities of Hamilton Milier
Investments, LLC.

-13-



/ Schmidt + Associates

A Professional Corporat/oh of Certified Public Accountants

INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL

To the Members
Hamilton Miller Investments, LLC

In planning and performing our audit of the financial statements and supplemental schedules of
Hamilton Miller Investments, LLC, (the Company), 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 consolidated
financial statements and not to provide assurance on 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 (or aggregate debits) 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 any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons

2. Recordation of differences required by rule 17a-13

3. 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 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 conformity with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

-14-
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/ Schmidt + Associates

A Professional Corporation of Certified Public Accountants

To the Members
Hamilton Miller Investments, LLC

Because of inherent limitations in internal control or the practices and procedures referred to above,
error or irregularities 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 error or -
irregularities 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 Members, management, the SEC,
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.

N oS & Gareeadee P

SCHMIDT + ASSOCIATES, P.C.

Greenwood Village, Colorado
February 26, 2003
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