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OATH OR AFFIRMATION

I, David Shapiro , swear (or affirm) that, to the best of |
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HILLCREST ASSET MANAGEMENT, INC. , as
of December 31 ;2003 | aretrue and correct. [ 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:

None

7 27

nature

/a/ 7

~Litls

, FRANCISCO J. MAYQO.
- ] Notary Public, State of Flonda
A My comm. expires June 30, 2006
Comm. No. DD 128916

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

(a) Facing Page.

(b) Statement of Financial Condition. (Balance Sheet)

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. (Cash Flows)

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

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

(g) Computation of Net Capital. (Supplemental Income)

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

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

(j) 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( Exempt }

OROROREEIKR

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to micihous of
consolidation. {Note E)

Bl (1) An Oath or Affirmation.

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

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

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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209A E. Green Meadows Road
P.O. Box 7050
Columbia, MO 65205

Telephone (573) 449-3741
MH C Moore, Horton & Cardson, P.C. Facsimile (573) 4424292

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

Board of Directors

Hillcrest Asset Management, Inc.
643 Cathcart

Orlando, Florida

We have audited the accompanying balance sheet of Hillcrest Asset Management, Inc. (a Florida S-corporation)
as of December 31, 2003 and the related statements of income, changes in stockholders’ 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 Hillcrest Asset Management, Inc. 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 purpose of forming an opinion of the basic financial statements taken as a
whole. The information contained on pages 8-10 of our report 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 and 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, and in conformity with the
rules of the Securities Exchange Commission. :

Weoin, Helon * oty 7€

Columbia, Missouri
January 30, 2004
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Hillcrest Asset Management, Inc.
BALANCE SHEET

December 31, 2003

ASSETS
CASH IN BANK

STOCKHOLDERS’ EQUITY

Common stock, $0.01 par value; 10,000 shares authorized,

and issued
Paid in capital
Retained earnings

See accompanying notes and accountants’ report

$6,658.00

100.00
10,794.17

(4,236.17)

$6,638.00



Hillcrest Asset Management, Inc.
STATEMENT OF INCOME

Year ended December 31, 2003

Sales

Commissions received-private placement
Other (12b) income

TOTAL SALES

Cost of Sales
Clearing costs
Private placement costs

TOTAL COST OF SALES

GROSS PROFIT

Overhead Expenses
Accounting
Compliance - subcontracted
Equipment rental
Insurance
Licenses and permits
Office expense
Postage
Professional development
Telephone
Travel
Utilities
TOTAL OVERHEAD EXPENSES

OPERATING LOSS
Other Income
Dividends
NET LOSS
See accompanying notes and accountants’ report
.3-

$11,220.00
2,267.93

13,487.93

100.00
2,094.42

2,194.42

11,293.51

1,110.00
3,625.00
416.05
1,558.00
2,520.00
1,173.46
417.79
250.00
2,986.96
660.50
1,063.84

—_—

15,781.60

(4,488.09)

251.92

$(4,236.17)
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Hillcrest Asset Management, Inc.

STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

December 31, 2003

Additional Total
Common Paid-In Retained Stockholders’
Stock Capital Earnings Equity

BALANCE AT
DECEMBER 31,2002 §$§ 0.00

Issuance of common stock 100.00

Net loss - 2003 --

$ 0.00 $ 0.00 § 0.00
10,794.17 -~ 10,894.17

- (4,236.17) (4,236.17)

BALANCE AT
DECEMBER 31, 2003  $100.00

$10.794.17  $(4,236.17) $ 6,658.00

See accompanying notes and accountants’ report
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Hillcrest Asset Management, Inc.
STATEMENT OF CASH FLOWS

Year ended December 31, 2003

CASH FLOWS USED OPERATING ACTIVITIES
Net Loss $(4,236.17)

CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of common stock 10,894.17

CHANGE IN CASH AND CASH EQUIVALENTS $ 6,658.00

Cash and cash equivalents at beginning of year 0.00

CASH AND CASH EQUIVALENTS AT END OF YEAR $ 6,658.00

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

The Company considers all cash on deposit to be cash and cash equivalents for purposes of the statement of
cash flows. No cash was paid for interest or taxes in 2003.

See accompanying notes and accountants’ report
-5-
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Hillcrest Asset Management, Inc.
NOTES TO FINANCIAL STATEMENTS

December 31, 2003

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business Activities: The Company was chartered to do business in Florida on May 30, 2002 and is a
registered broker and dealer. The Company is registered to deal in mutual funds, private placements, variable
life insurance annuities and tax sheltered limited partnerships. The Company is registered to do business in
eight states with three registered representatives. The major revenues and expenses of the Company are
commissions received, private placement costs and compliance costs.

Going Concern: The Company was formed primarily to offer private placements and was relying heavily on
one person’s marketing skills. Upon the unexpected death of this individual the principals of the Company have
decided not to pursue this business venture further. The Company is now available for sale as a “shell” of a
registered broker and dealer firm.

Security Trading: On security trades by customers, the Company acts as the introducing broker on a fully
disclosed basis. Customer accounts are maintained on the books of the carrying broker.

Basis of Accounting: The Company uses the accrual basis of accounting, which is consistent with generally
accepted accounting principles.

Plant and Equipment: Purchases and equipment with a useful life of more than one year are capitalized.
Depreciation is based on the useful life of the asset and charged to income ratably over that life. Repairs and
improvements that significantly increase the useful life of an asset are capitalized. At December 31, 2003 the
Company had no plant and equipment.

Commissions Receivable: Commissions receivable are booked at the time of sale of the investment. At
December 31, 2003 the Company had no commissions receivable.

Income Taxes: The Company has elected to be taxed under the provisions of subchapter S of the Internal
Revenue Code. As an S-corporation all items of income and expense are passed through to shareholders to be
taxed on their individual income tax returns.

Use of Estimates: Generally accepted accounting principles require the use of estimates in the preparation of
financial statements. Actual amounts may differ from estimated amounts.

Personnel Policies: The Company has no employees.
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Hillcrest Asset Management, Inc.
NOTES TO FINANCIAL STATEMENTS

December 31, 2003

NOTE B--INVESTMENTS

For purposes of computing net capital pursuant to Rule 15¢3-1(1) market values of investments must be reduced
(haircut) as follows:

Cash None
Money Market Funds 2%
Mutual Funds 15%
Securities 15%

At December 31, 2003 the only investment was cash in a regular checking account.

NOTE C--NET CAPITAL REQUIREMENTS

The Company is required to maintain a minimum net capital by SEC Rule 15c3-1. Net capital required under
the rule is $5,000.00. On December 31, 2003 the Company had net capital of $6,658.00. ($1,658.00 in excess
of the minimum required amount). The percentage of aggregate indebtedness to net capital was 0.0% (zero).

NOTE D--CONTROL REQUIREMENTS

There are no amounts, as of December 31, 2003, to be reported pursuant to the possession or control
requirement under Rule 15¢3-3. The Company is in compliance with the exemptive provisions of Rule 15¢3-3
under paragraph (k)(2)(ii) and thus is exempt from the provisions of Rule 15¢3-3.

NOTE E--RECONCILIATION PURSUANT TO RULE 17a-5(d)(4)

Based on our computation of net capital under Rule 15¢3-1, as of December 31, 2003 there were no material
differences with respondent’s unaudited report.



SUPPLEMENTAL INFORMATION



Hillcrest Asset Management, Inc.
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 13c¢3-1(1)

December 31, 2003

NET CAPITAL

Ownership Equity $ 6,658.00
Less Non-allowable Assets 0.00
6,658.00

TOTAL ALLOWABLE CAPITAL $ 6,658.00

Less Haircuts on Investments 0.00
TOTAL NET CAPITAL $ 6,658.00

MINIMUM NET CAPITAL REQUIREMENT (__5,000.00)

EXCESS OVER MINIMUM NET

CAPITAL REQUIREMENT $ 1,658.00

TOTAL AGGREGATE INDEBTEDNESS $ 0.00
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.00%

See accountants’ report



209A E. Green Meadows Road
P.O. Box 7050
Columbia, MO 65205

Telephone (573) 449-3741
@C Moore, Horton & Cardson, P.C. Facsimile (573) 4424292

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5
FOR A BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

Board of Directors

Hillcrest Asset Management, Inc.
643 Cathcart

Orlando, Florida

In planning and performing our audit of the financial statements and supplemental schedules of Hillcrest Asset
Management, Inc. 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 (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 customers’ 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 comparison.
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
judgements 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.
-9-
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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 components
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.

We understand that practices and procedures that accomplish the objective 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 our study we believe that the Company’s practices and procedures were adequate at
December 31, 2003 to meet the SEC’s objectives.

This report is intended solely for the information and use of management, the SEC and other regulatory
agencies that rely on Rule 17-a-5(g) under the Securities and 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.

mﬂ"-”: /‘/é—yé—-— <z a,«&a?\, e

Columbia, Missouri
January 30, 2004
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