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KEMPISTY & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS, P.C.
15 MAIDEN LANE - SUITE 1003 - NEW YORK, NY 10038 - TEL (212) 406-7272 - FAX (212) 513-1930

INDEPENDENT AUDITORS' REPORT

To the Stockholder of
Empire Investment Inc.

We have audited the accompanying statement of financial condition of Empire Investment Inc. as of December
31, 2003. This financial statement is the responsibility of the Company's management. Our responsibility is to
express an opinion on this financial statement 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
statement of financial condition is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the
financial position of Empire Investment Inc. as of December 31, 2003, in conformity with accounting principles
generally accepted in the United States of America.

. !
Lompisty | Conpeny Os, ..
Kempisty & Company
Certified Public Accountants PC
New York, New York

February 13, 2004



EMPIRE INVESTMENT INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2003
ASSETS

Cash and cash equivalents (Note 4) $ 3,950
Commissions receivable (Note 6) 27,615
Due from clearing broker (Note 6) 103,076
Securities owned, at market (Note 3) 92,249

Furniture, fixtures, equipment and leasehold improvements, (net of
accumulated depreciation of $55,484) 8,526
Due from stockholder 19,378
Deposits receivable 584
Other assets 11,155
TOTAL ASSETS $ 266,533

LIABILITIES AND STOCKHOLDER'S EQUITY

Due to clearing broker $ 27,807
Bank overdraft 901
Accounts payable and accrued expenses 20,238

TOTAL LIABILITIES 48,946

Commitments and contingent liabilities (Note 5)

Stockholder's equity
Common stock, without par value, authorized 200 shares,
issued and outstanding 30 shares 164,388
Paid-in capital 149,500
Deficit (96,301)
Total Stockholder's Equity 217,587
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 266,533

The accompanying notes are an integral part of these financial statements.
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NOTE 1-

NOTE 2-

EMPIRE INVESTMENT INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2003

ORGANIZATION AND NATURE OF BUSINESS

Organization
Empire Investment Inc. (the "Company") a New York State Corporation is registered as a securities

broker-dealer with the Securities and Exchange Commission and is a member of the National
Association of Securities Dealers, Inc.

Nature of Business

The Company earns commission income by introducing and forwarding as a broker, transactions and
accounts of customers to another broker-dealer who carries such accounts on a fully disclosed basis.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue Recognition

Securities transactions and related revenues and expenses are recorded on a trade date basis.
Commission revenues are recorded on a settlement date basis.

Marketable securities owned by the Company are stated at quoted market values with unrealized gains
and losses reflected in income.

Depreciation

The cost of furniture and equipment is depreciated over the estimated useful lives of the related assets
using a double declining method. Leasehold improvements are depreciated over the life of the lease.

Cash and Cash Equivalents

All short-term investments with an original maturity of three months or less are considered to be cash
equivalents.



NOTE 2-

NOTE 3-

EMPIRE INVESTMENT INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Concentration edit Risk

The Company is engaged in various investment and brokerage activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event counterparties
do not fulfill their obligations, the Company may be exposed to risk. The risk of default depends on
the creditworthiness of the counterparty or issuer of the instrument. It is the Company's policy to
review, as necessary, the credit standing of each counterparty.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires the Company's 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 revenue and expenses during the reporting period.
Actual results could differ from those estimates.

Comprehensive Income

The Company has adopted Statement of Financial Accounting Standards No. 130, "Reporting
Comprehensive Income” ("SFAS No. 130"). SFAS No. 130 requires an entity to report
comprehensive income and its components and increases financial reporting disclosures. This
standard has no impact on the Company's financial position, cash flows or results of operations since
the Company's comprehensive income is the same as its reported net income for 2003.

SECURITIES OWNED AT MARKET

Marketable securities owned at December 31, 2003, consist of investment securities at quoted market
values, as illustrated below:

Securities Long
Common stocks $ 92,249




NOTE 4-

NOTE 5-

NOTE 6-

NOTE 7-

EMPIRE INVESTMENT INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2003

CASH AND CASH EQUIVALENTS
Cash and cash equivalents at December 31, 2003 included the following:

Galaxy Money Market Fund $ 3,950

COMMITMENTS AND CONTINGENCIES

The Company is obligated under an office lease which expires on December 31, 2005. The office
facilities are leased from the stockholder of the Company. During 2002 the Company paid $27,000 in
rent expense to the stockholder who waived the rent. Remaining commitments under the operating
lease mature as follows:

Year ending December 31, Amount
2004 $ 48,000
2005 43,000
$ 96,000

RECEIVABLE FROM BROKER-DEALERS AND CLEARING ORGANIZATIONS

Amounts receivable from and payable to broker-dealers and clearing organizations at December 31,
2003, consist of the following:

Receivable Payable
Due from clearing broker $ 103,076 $ -
Payable to clearing broker - 27,807
Fees and commissions receivable 27,615 -

$ 130,691 $ 27,807

INCOME TAXES

The Company elected "S Corporation" status with the Internal Revenue Service and state taxing
authorities. The stockholder includes the "S Corporation" income or loss in his individual tax returns,
and accordingly, no income taxes or benefits are provided for in the financial statements during the
period of "S Corporation" status.



NOTE 8-

NOTE 9-

NOTE 10-

EMPIRE INVESTMENT INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2003

NET CAPITAL

As a registered broker-dealer and member of the National Association of Securities Dealers, Inc., the
Company is subject to Rule 15¢3-1 of the Securities and Exchange Commission which requires that
net capital, as defined, be at least the greater of $5,000 or one-fifteenth of aggregate indebtedness, as
defined, so long as the Company continues to be an Introducing Broker. Net capital changes from day
to day, but as of December 31, 2003, the Company had net capital of $158,796 which exceeded
requirements by $153,796.

EXEMPTION FROM RULE 15¢3-3

The Company is exempt from the Securities and Exchange Commission Rule 15¢3-3 and, therefore, is
not required to maintain a "Special Reserve Bank Account for the Exclusive Benefit of Customers".

OFF BALANCE SHEET RISK

Pursuant to a clearance agreement, the Company introduces all of its securities transactions to its sole
clearing broker on a fully disclosed basis. Therefore, all of the customers' money balances and long
and short security positions are carried on the books of the clearing broker. Under certain conditions
as defined in the clearance agreement, the Company has agreed to indemnify the clearing broker for
losses, if any, which the clearing broker may sustain from carrying securities transactions introduced
by the Company. In accordance with industry practice and regulatory requirements, the Company and
the clearing broker monitor collateral on the securities transactions introduced by the Company.



