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INDEPENDENT AUDITORS' REPORT

Board of Directors

Hamershlag, Dodeles & Co., LLC

(Formerly known as Hamershlag, Kempner, Dodeles & Co., LLC)
New York, New York

We have audited the accompanying statement of financial condition of Hamershlag, Dodeles & Co., LLC
(formerly known as Hamershlag, Kempner, Dodeles & Co., LLC) as of December 31, 2003 and the related
statements of income, statement of changes in members’ 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 Hamershlag, Dodeles & Co., LLC (formerly known as Hamershlag, Kempner, Dodeles & Co.,
LLC) as of December 31, 2003, and the results of its operations and its 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 purpcse of forming an opinion on the basic financial statements taken as
awhole. The accompanying supplementary information 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 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.

Hackensack, New Jersey
February 24, 2004

-

HAMERSHLAG, DODELES & CO., LLC



(FORMERLY KNOWN AS HAMERSHLAG, KEMPNER, DODELES & CO,,LLC)
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2003
- _

ASSETS

CURRENT ASSETS:
Cash and cash equivalents $ 20,386
Receivable from broker-dealers ‘ 162,762
Securities owned 370,982
Commissions receivable 155,507
Prepaid expenses and sundry current assets 20,301
TOTAL CURRENT ASSETS 729,938
SECURITY DEPOSITS 23,275
TOTAL ASSETS $ 753,213

LIABILITIES AND MEMBERS’ EQUITY

CURRENT LIABILITIES:

Accrued expenses and sundry current liabilities $ 57,921
Securities sold but not yet purchased 700
TOTAL CURRENT LIABILITIES 58,621
MEMBERS’ EQUITY 694,592

TOTAL LIABILITIES AND MEMBERS’ EQUITY $ 753,213

See notes to financial statements



: HAMERSHLAG, DODELES & COMPANY LLC
- (FORMERLY KNOWN AS HAMERSHLAG, KEMPNER, DODELES & CO., LLC)

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2003

———,—— . e——,—_—_— —, —— e ————— TR R EEI —

REVENUES:
Trading activities $ 62,267
Commission income 904,214
Advisory fees 41,949
interest, dividends and other income 134,293
TOTAL REVENUES 1,142,723

COSTS AND EXPENSES:

Compensation and benefits 194,274
Floor brokerage and clearance 153,487
Communications 46,418
Occupancy ' 110,746
General and administrative 149,386
TOTAL COSTS AND EXPENSES 654,311
INCOME BEFORE LOCAL INCOME TAXES 488,412
LOCAL INCOME TAXES 18,736
NET INCOME $ 469,676

- " " "~~~ |
See notes to financial statements
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HAMERSHLAG, DODELES & COMPANY LLC
(FORMERLY KNOWN AS HAMERSHLAG, KEMPNER, DODELES & CO,, LLC)

STATEMENT OF CHANGES IN MEMBERS' EQUITY

YEAR ENDED DECEMBER 31, 2003

——,—,—— e — — — @ — — , e — ,— ———e— ——_———  ————— e, e —_—_——

BALANCE - BEGINNING OF YEAR ‘ $ 895,409
Net income . 469,676
Withdrawals | (670,493)
BALANCE - END OF YEAR $ 694,592

R A R R U A R A i R Ei i I} I A} ] B R B - AT A A R I B rxBRRS_=™Z™™=———..,,

See notes to financial statements



: HAMERSHLAG, DODELES & COMPANY LLC
< (FORMERLY KNOWN AS HAMERSHLAG, KEMPNER, DODELES & CO., LLC)

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2003

_——_————————_—_———___——_

OPERATING ACTIVITIES:

Net income $ 469,676
Changes in assets and liabilities:
Receivable from broker-dealers (44,945)
Investment in limited partnership 268,716
Securities owned (68,494)
Commissions receivable (155,507)
Prepaid expenses and sundry current assets 56,301
Accrued expenses and sundry current liabilities (4,261)
Securities sold but not yet purchased (6,300)
NET CASH PROVIDED BY OPERATING ACTIVITIES 515,186
INVESTING ACTIVITIES:
Increase in security deposits (23.275)
NET CASH USED IN INVESTING ACTIVITIES (23,275)

FINANCING ACTIVITIES:

Members' distributions (670.493)
NET CASH USED IN FINANCING ACTIVITIES (670,493)
DECREASE IN CASH (178,582)
CASH - BEGINNING OF YEAR 198,968
CASH - END OF YEAR $ 20,386

Supplemental disclosures of cash flow information:
Cash paid during the year for:
Interest $ 400
Income taxes . $ 1376

T —

See notes to financial statements



HAMERSHLAG, DODELES & COMPANY LLC
(FORMERLY KNOWN AS HAMERSHLAG, KEMPNER, DODELES & CO., LLC)

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

—

SIGNIFICANT ACCOUNTING POLICIES
Business description

Hamershlag, Dodeles & Co., LLC (formerly known as Hamershlag, Kempner, Dodeles & Co.,
LLC) ("the Company") is a broker-dealer in securities registered with the Securities and Exchange
Commission ("SEC") and a member of the National Association of Securities Dealers, inc. The
Company changed its name effective as of January 1, 2003.

All securities transactions are cleared through a clearing broker on a fully-disciosed basis, and
accordingly, the Company does not carry securities or perform custodial functions with respect to
these transactions.

Uses of estimates in the preparation of financial statements

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 net revenue and expenses during each reporting period.
Actual results could differ from those estimates.

Cash and cash equivalents

The Company maintains cash balances at various financial institutions. Accounts ateach institution
are insured by the Federal Deposit Insurance Corporation up to $100,000. The Company's accounts
at these institutions may, at times, exceed the Federally insured limits. The Company has not
experienced any losses in such accounts.

Securities owned and securities sold but not yet purchased

Securities owned and securities scld but not yet purchased are valued at market or fair value, as
appropriate, with unrealized gains and losses reflected in trading activities in the Statement of
Income. Market value is generally based on listed market prices. If listed market prices are not
available, fair value is determined based on other relevant factors, including broker or dealer price
quotations and valuation pricing models which take into account time value and volatility factors
underlying the financial statements.

Property and equipment
Property and equipment are recorded at cost. Depreciation is provided for both financial reporting
and tax purposes by accelerated methods in amounts sufficient to amortize the cost of the related

assets over their estimated useful lives.

Maintenance, repairs and minor renewals are charged to expense when incurred. Replacements
and major renewals are capitalized.

7-



SIGNIFICANT ACCOUNTING POLICIES - Continued
Revenue recognition

Commission and trading revenue and their related expenses pertaining to customer and
securities transactions are recorded on a trade date basis.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15c3-1), which requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1 and that equity
capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed
10to 1. At December 31, 2003, the Company had net capital of $604,175, which was $504 175 in
excess of its required net capital of $100,000. The Company's ratio of aggregate indebtedness to
net capital was .12 to 1.

INCOME TAXES

The Company operates as a limited liability company and the income or loss from operations is
reported on the personal tax returns of the members. No Federal or state tax provision is therefore
required. A provision for local taxes is made as the Company operates in a jurisdiction that taxes
such entities.

CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various trading and brokerage activities in which counterparties
primarity 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. 1t is the Company's policy to
review, as necessary, the credit standing of each counterparty.

COMMITMENTS AND CONTINGENCIES
The Company is committed under an operating lease for its office space which expires in February
2004 and provides for monthly rentals of approximately $9,100. Rental expense for the year ended

December 31, 2003 aggregated approximately $110,000.

The Company has entered into a new three year operating lease for its office space commencing
in March 2004 which provides for monthly rentals of approximately $16,000.



SUPPLEMENTARY INFORMATION



- HAMERSHLAG, DODELES & COMPANY LLC
* (FORMERLY KNOWN AS HAMERSHLAG, KEMPNER, DODELES & CO., LLC)

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

DECEMBER 31, 2003

-_  —  ———_—_—_——_ —_—

TOTAL CAPITAL . $694,592
Less: Non-allowable assets 43,576
NET CAPITAL BEFORE HAIRCUTS 651,016
Less: Haircuts on proprietary positions 46,841
NET CAPITAL 604,175
Minimum net capital required 100,000
EXCESS NET CAPIfAL $ 504,175
Aggregate Indebtedness $ 58,621
Ratio of aggregate indebtedness to net capital 0.12




HAMERSHLAG, DODELES & COMPANY, LLC.
* (FORMERLY KNOWN AS HAMERSHLAG, KEMPNER, DODELES & CO.,LLC

NET CAPITAL COMPUTATION RECONCILIATION

DECEMBER 31, 2003
I

NET CAPITAL PER FOCUS REPORT $575,147

ADJUSTMENTS TO NET CAPITAL:

Add:
Commission income receivable 140,220
TOTAL ADDITIONS 140,220
Deduct:
Increase in accrued expenses 2,039
Increase in taxes payable 18,736
TOTAL DEDUCTIONS 20,775
NET INCREASE 119,445

NET CAPITAL PER SCHEDULE $694,592

-10-



INDEPENDENT AUDITORS’ SUPPLEMENTARY
REPORT ON INTERNAL CONTROL

Board of Directors

Hamershlag, Dodeles & Co. LLC

(formerly known as Hamershlag, Kempner, Dodeles & Co., LLC)
New York, New York

In planning and performing our audit of the financial statements and supplemental schedules of
Hamershlag, Dodeles & Co. LLC (formerly known as Hamershlag, Kempner, Dodeles & Co., LLC) for
the year ended December 31, 2003, 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 internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (“the Commission”), 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 criteria stated in Rule 17a-5(g) in making the
periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices and
procedures followed by the Company in making quarterly securities examinations, counts, verifications and
comparisons, and the recordation of differences required by Rule 17a-13 or in complying with the
requirements for prompt payment for securities under Section 8 of Regulation Y 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.

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 control
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 Commission's above mentioned objectives. Two
of the criteria 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 fransactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in accordance with accounting principles generally accepted in the United States. Rule 17a-5(g)
lists additional criteria 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, errors
or fraud may cccur and not be detected. Also, projection of any evaluation of internal controls future periods
is subject to the risk thatinternal controls may become inadequate because of changes in conditions or that
the effectiveness of its design and operation may deteriorate.

41-



Our consideration of internal control wouid 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 notreduce 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 Commissicon 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 meet such criteria in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, except for the condition noted herein, we believe that the
Company's practices and procedures were adequate at December 31, 2003 to meet the Commission's
objectives.

Our report recognizes that it is not practicable in an organization the size of the Company to achieve all the
divisions of duties and cross-checks generally included in a system of internal control and that alternatively
greater reliance must be placed on surveillance by management.

This report is intended solely for the use of management, the Securities and Exchange Commission, the
National Association of Securities Dealers 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 notintended
to be and should not be used by anyone other than these specified parties.

Hackensack, New Jersey
February 24, 2004
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