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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: OFFICIAL USE ONLY
Joe Jolly & Company, inc.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

420 North 20th Street, 2350 SouthTrust Tower

(No. and Street)

Birmingham, Alabama 35203
(City) (State) {Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Larol Pilleferi_Accountant. (205)252-2105
(Area Code -~ Telephone Number)

Joe Jolly, Jr., President

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Donaldson, Holman & West, P.C.

(Name — if individual, siate last, first, middle name)

3500 Blue Lake Drive, Suite 325 Birmingham, Alabama 35243
(Address) (City) (State) (Zip Code)
CHECK ONE:

Kl Certified Public Accountant
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)
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OATH OR AFFIRMATION

I, __Joe Jolly, Jr , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

—Joe Jolly & Company. Inc, , as
Of__AugusLBL ,2004 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

( /N
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j :zi Titfe
Q ARY-PUBLIC STATE OF ALABAMA AT LARGE
7 Notary Public Y COMMISSION EXPIRES: Aug 12, 2007

BONDED THRU NOTARY PUBLIC UNDER

This report ** contains (check all applicable boxes):

(a) Facing Page.

{b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprictors’ Capital.

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

(g) Computation of Net Capital.

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

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

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
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.

{I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

®OOROROOOR
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Donaldson, Holman & West, P.C.

Certified Public Accountants » Business and Financial Consultants

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Joe Jolly & Company, Inc.
Birmingham, Alabama

We have audited the statement of financial condition of Joe Jolly & Company, Inc. as of August
31, 2004. This statement of financial condition is the responsibility of the Company's management.
Our responsibility is to express an opinion on this statement of financial condition 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 reason-
able 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 financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to i the first paragraph presents
fairly, in all material respects, the financial position of Joe Jolly & Company, Inc. at August 31,
2004, in conformity with accounting principles generally accepted in the United States of
America.

Ty oL AT

October 12, 2004

3500 Blue Lake Drive, Suite 325, Birmingham, Alabama 35243
TEL 205/278-0001 « FAX 205/278-0003 s www.dhwcpa.com




JOE JOLLY & COMPANY, INC.

Audited Statement of Financial Condition
August 31, 2004

Assets

Cash
Cash segregated under federal and other regulations
Receivables

Brokers and dealers

Customer

Employee advances

Interest
Notes receivable—stockholder
Corporate income tax deposits
Securities owned
Property and equipment, net
Deferred income taxes
Investment in oil and gas wells
Cash value of life insurance
Other assets

See accompanying notes to statement of financial condition.

$ 562,774
91,468

302,000
35,162
31,600
75,732

1,000,000
18,880
4,653,382

102,685
41,669
25,000
89,312

650

_57.030314_




JOE JOLLY & COMPANY, INC.

Audited Statement of Financial Condition
August 31, 2004

Liabilities and Stockholder's Equity

Liabilities
Accounts payable
Accrued commission expense
Accrued expenses and other liabilities
Deferred income taxes

Stockholder's equity
Common stock, $100 par value; 250 shares authorized,
100 shares issued and outstanding
Retained earnings

See accompanying notes to statement of financial condition.

$ 12,394
222,000
231,797

137,304

603,495

10,000

6,416,819
6,426,819

$7,030,314




JOE JOLLY & COMPANY, INC.

Notes to Statement of Financial Condition
August 31, 2004

Note 1—Summary of significant accounting policies

Nature of business

Joe Jolly & Company, Inc. (the “Company”) is a registered broker-dealer. The accounting and
reporting policies of the Company conform to accounting principles generally accepted in the
United States of America and to general practice within the brokerage industry. The Company
reports the results of its operations and its financial condition using the accrual basis of account-
ing.

Revenue recognition

Security transactions and related gains, losses and expenses are recorded on a settlement date
basis by the Company. To conform to accounting principles generally accepted in the United
States of America the audited financial statement is adjusted to trade date accounting where
appropriate.

Cash flows
The Company recognizes only operating accounts as cash for purposes of reporting cash flows.

Net cash flows from operating activities include interest payments of $756 and tax payments of
$38,281.

Property and equipment

Property and equipment are stated at cost. Maintenance and repairs are charged to expense as
incurred. Gains and losses on disposals are credited or charged to operations.

Depreciation and amortization

Depreciation and amortization are provided principally using straight-line and accelerated meth-
ods over the estimated useful lives of the assets. Depreciation and amortization expense amounted
to $17,893 in 2004.

Income taxes

Deferred income taxes result from timing differences in the recognition of income and expense for
income tax reporting and for financial reporting purposes. These differences are primarily related
to the inventory market value adjustments, investment in oil and gas well deferred expenses, and a
state Net Operating Loss Carryforward. The deferred tax assets and liabilities represent the future
tax consequences of these differences, which will be either deductible or taxable when the assets
and liabilities are recovered or settled.




JOE JOLLY & COMPANY, INC.

Notes to Statement of Financial Condition
August 31, 2004

The provision for income taxes is as follows for the year ended August 31, 2004:

Current:
Federal $ (5,210)
State -
Deferred:
Federal (9,609)
State 4,574)
Total provision for income taxes $ (19,393)

The difference between the provision for income taxes and the amount computed by applying the
maximum statutory rates to income, before the provision for income taxes, is principally the effect
of tax brackets, tax-exempt income, and non-deductible expenses.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in United States of America requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results could differ from
these estimates.

Advertising cost

The Company expenses all advertising costs during the period in which they are incurred. During
2004, the Company charged $8,613 to advertising expense.

Note 2—Uninsured cash balances

The Company maintains its cash balances at a high credit quality financial institution. At various
times throughout the year ended August 31, 2004, the Company had cash on deposit with the
financial institution in excess of federal depository insurance limits. The Company has not experi-
enced and does not anticipate any credit losses on these deposits.

Note 3—Cash segregated under federal and other regulations

Cash in the amount of $91,468 at August 31, 2004, is segregated pursuant to the Customer
Protection Rule (SEC Rule 15¢3-3) and represents funds deposited by customers as a result of
trades or contracts.



JOE JOLLY & COMPANY, INC.

Notes to Statement of Financial Condition
August 31, 2004

Note 4—Securities and investments

Dealer inventory and investment securities are carried at market value and consisted of the fol-
lowing at August 31, 2004.

Market
Value Cost
State and municipal
obligations $4,147,212  $3,837,481
Federal obligataions 500,000 500,000
Corporate stock 6,170 12,400

$4,653,382  $4,349,881

Investments in oil and gas wells are carried at their estimated recoverable cost.

Note 5—Receivables

The receivables from brokers and dealers represent amounts due for security transactions occur-
ring prior to August 31, 2004. These receivables amounted to $302,000 in 2004.

Note 6—Commitments and subsequent events

The Company leases various office facilities under operating leases expiring through 2006. The
leases provide for renewal options for periods from two to five years. One lease agreement con-
tains an escalation clause, which increases the base rental by the percentage change in the con-
sumer price index annually.

Aggregate minimum future lease commitments are as follows:

Amount

Year ending August 31,
2005 £89,121
2006 2,398
$91,519

Rental expense amounted to $87,785 in 2004.



JOE JOLLY & COMPANY, INC.

Notes to Statement of Financial Condition
August 31, 2004

Note 7—Profit sharing plan

The Company sponsors a noncontributory profit sharing plan that covers substantially all employ-
ees. Contributions to the plan are made at the sole discretion of the Company's Board of Directors
and are influenced by tax regulations. No contributions were made to the plan during 2004.

Note 8—Related party transactions

The Company entered into sales transactions with its principal stockholder during the current
year. The stockholder purchased nine security issues from the Company for a total purchase price
of $1,158,619. In addition, the Company purchased three security issues from the stockholder for
a total purchase price of $270,078. Such transactions were made in the ordinary course of busi-
ness on substantially the same terms and conditions as those prevailing at the same time for com-
parable transactions with other customers, and did not, in the opinion of management, involve any
credit risk or present other unfavorable features.

The Company has a note receivable from its principal stockholder. A loan agreement was entered
into on November 12, 2002 in which the stockholder agreed to pay the Company a principal sum
of $1,000,000 with interest on the unpaid balance. Accrued interest only will be paid annually at a
rate of 5 percent, beginning on August 31, 2003, and being due on August 31 of each subsequent
year thereafter, with the entire principal balance, together with accrued interest thereon, due and
payable in full on August 31, 2007. The note is secured by certain property owned by the
stockholder.

Note receivable—stockholder £1,000,000

In addition, the Company maintains a split-dollar insurance agreement with the principal stock-
holder. Under the terms of this agreement, the Company maintains a $200,000 insurance policy
on the principal stockholder’s life. Upon death of the principal stockholder, the Company is enti-
tled to recover the greater of cash value or premiums paid.

Cash value of life insurance policy $ 89312

Note 9—Regulatory requirements

As a registered broker-dealer, the Company is subject to the Securities and Exchange
Commission's (SEC) uniform net capital rule. The Company is prohibited from engaging in any
securities transactions when its "net capital” is less than the greater of $100,000 or 6-2/3 percent
of its "aggregate indebtedness." At August 31, 2004, the Company had net capital of $4,453,141
which was approximately $4,353,141 in excess of the minimum of net capital required.




JOE JOLLY & COMPANY, INC.

Notes to Statement of Financial Condition
August 31, 2004

Note 10—Annual audit report

The audited financial statement of Joe Jolly & Company, Inc., for the most recent audit period is
available at the principal office of Joe Jolly & Company, Inc., and will be mailed upon written
request pursuant to SEC Rule 17a-5.
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Donaldson, Holman & West, P.C.

Certified Public Accountants » Business and Financial Consultants

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY SEC RULE 17A-5

Board of Directors
Joe Jolly & Company, Inc.
Birmingham, Alabama

In planning and performing our audit of the financial statement of Joe Jolly & Company, Inc., for
the year ended August 31, 2004, 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 statement and not to provide assurance on the internal
control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a
study of the practices and procedures (including tests of compliance with such practices and pro-
cedures) followed by Joe Jolly & Company, Inc., that we considered relevant to the objectives
stated in rule 17a-5(g), in making the periodic computations of aggregate indebtedness (or aggre-
gate debits) and net capital under rule 17a-3(a)(11); and the procedures for determining compli-
ance with the exemptive provisions of rule 15¢3-3. We did not review the practices and proce-
dures followed by the Company in making the quarterly securities examinations, counts, verifi-
cations and comparisons, and the recordation of differences required by rule 17a-13 or in com-
plying 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.

The management of the Company is responsible for establishing and maintaining an internal con-
trol structure 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 pre-
ceding 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 an internal control and
the practices and procedures are to provide management with reasonable, but not absolute, assur-
ance 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 manage-
ment's authorization and recorded properly to permit preparation of financial statements in con-
formity 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 control structure or the practices and procedures
referred to above, errors or fraud may occur and not be detected. In addition, 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 dete-
riorate.

3500 Blue Lake Drive, Suite 325, Birmingham, Alabama 35243-1977
TEL 205/278-0001 » FAX 205/278-0003 » www.dhwcpa.com



Board of Directors
Page 2

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure 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 errors or fraud in amounts that would be material in relation to the financial
statement 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
the 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 August 31, 2004, to meet the
Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the New York Stock Exchange, 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 should not be used for any other purpose.

Dol o) oL A ST

October 12, 2004



