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B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinjon is contained in this Report*

WHITEHORN TANKFRSLEY & CO.. PLIC
(Name — if individual, state last, first, middle name)

110 E. PLEASANT STREET COVINGTON TENNESSEE 38Q19
(Address) Cey) - (State) Zip Code)

CHECK ONE: ESSED
[ Certified Public Accountant

O Public Accountant
O Accountant not resident in United States or any of its possessions.
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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 exemption, See section 240.17a-5(ej(2).
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OATH OR AFFIRMATION

1, GEQRGE T, ALLEN TIT » swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
MWILTIAM E, HOPKINS & ASSOCIATES, INC. as of
DECEMBER 31 %2004 , are true and correct. I further swear (or affirm) that neither the company

nor any partrer, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

W,
W \—\OPK/,V//’ KMM a
S 0 Sigmarare

VP /cFo

Title

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

& (a) Facing page.

B (b) Statement of Financial Condition.

[X (c) Statement of Income (Loss).

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

m (e) Statement of Changes in Stockholders’ Equity or Panners or Sole Propnctor s Capital,

N/ Af) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

G (g) Computation of Net Capital

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

[¥/A(G) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

N/AG) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

i/ A(K) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

3 () An Oath or Affirmation.

i/ A(m) A copy of the SIPC Supplemental Report.

) o(D) A report describing 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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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
William E. Hopkins & Associates, Inc.

We have audited the accompanying balance sheet of William E. Hopkins & Associates, Inc. as of
December 31, 2004, and the related statements of income, cash flows, and changes in stockholder’s
equity for the year then ended that you are filing pursuant to Regulation 1.16 under the Commodity
Exchange Act (CEAct). These financial statements are the responsibility of the Company’s

management. OQur responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. 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 William E. Hopkins & Associates, Inc. at December 31, 2004, and the results
of its operations and its cash flows for the year then ended in conformity with U.S. generally
accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental schedules listed in the accompanying table of contents are
presented for purposes of additional analysis and are not a required part of the basic financial
statements, but are supplementary information required by regulations under the CEAct. These
schedules are the responsibility of the Company’s management. Such scheduies have been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion,
are fairly stated in all material respects in relation to the basic financial statements taken as a whole.

W%ék&o, =

MEMBER
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
AICPA DIVISION OF FIRMS: PRIVATE COMPANIES PRACTICE SECTION
TENNESSEE SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS

February 2, 2005




WILLIAM E. HOPKINS & ASSOCIATES, INC.

BALANCE SHEET
DECEMBER 31, 2004
ASSETS
CURRENT ASSETS
Cash

...........................................................

.................................................

Security deposit held by broker
Deferred income tax asset

......................................

LIABILITIES AND STOCKHOLDER’S EQUITY

CURRENT LIABILITIES
Accounts payable
ACCTUEd EXPENSES . ..ttt ittt e

TOTAL CURRENT LIABILITIES

STOCKHOLDER'’S EQUITY
Common stock
Paid-incapital ...... ... . . .
Retained earnings (deficit)

...................................................

..........................................

See notes to financial statements

16,100
39,125

(24.021)
31.204

$ 78,765




WILLIAM E. HOPKINS & ASSOCIATES, INC.
STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2004

REVENUES
Commissions ........ e e e e $ 987,910
Interest . ..o e 1,868
Other INCOME . ..ot e e e e e 3.216
992,994
EXPENSES
Employee compensation and benefits . ........... ... ... ... ... ... 114,342
COmMMISSIONS . .\ vttt et e e e e 811,829
General office ... ... . . e 65,058
991,229
NET EARNINGS (LOSS) BEFORE INCOME TAXES ..................... 1,765
. INCOME TAX (EXPENSE) . . . ...\ttt (378)
NETINCOME ... ...t e e e e e e i $ 1387

See notes to financial statements




WILLIAM E. HOPKINS & ASSOCIATES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2004

CASH FLOWS FROM OPERATING ACTIVITIES
NEtINCOME . - . ottt e e e e e e e e e e e e e e $ 1387

Adjustments to reconcile net income to net cash
provided by operating activities
Change in operating assets and liabilities

Receivables frombrokers . ...... ... ... 17,307
Otherreceivables . ...... ... . it (133)
Accounts payable . ... ... ... (134)
ACCTUE EXPENSES . . . vttt e e (46,964)
Income taxes .. ... e 378
Total adjustments . ........ .. .. . .. . e (29.546)
NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES . ..... ... ... i (28.159)
NET (DECREASE)INCASH . ... ...t (28,159)
CASH BALANCE
Balance at beginning of year ....... ... ... . 30,987
Balanceatend of year ........ .. .. .. . $ 2828

NOTE: There were no income taxes paid or refunded during the year ended December 31, 2004.

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING
AND FINANCING ACTIVITIES

The stockholder paid $3,055 on an account payable of the Company.

See notes to financial statements




WILLIAM E. HOPKINS & ASSOCIATES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
YEAR ENDED DECEMBER 31, 2004

Balance at beginning of year . . ...
Contributed capital . ............
Netincome ...................

Balance atend of year ..........

See notes to financial statements

COMMON STOCK
'CLASS A PAID -IN RETAINED
SHARES AMOUNT  CAPITAL EARNINGS TOTAL
1,610,000 $16,100 $36,070 $(25,408) $26,762
- - 3,055 - 3,055
- - - 1,387 1,387
1,610,000 $16,100 $39,125 §g24!021) $31,204




WILLIAM E. HOPKINS & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

TRADE ACCOUNTS RECEIVABLE - Trade accounts receivable are stated at the amount
management expects to collect from balances outstanding at year-end. Based on management’s
assessment of the credit history with its broker-dealer and other customers having outstanding
balances and current relationships with them, it has concluded that realization losses on balances
outstanding at year-end will be immaterial.

INCOME TAXES - Income taxes are provided using an asset and liability approach. The difference
between the financial statement and tax bases of assets and liabilities is determined annually.
Deferred income tax assets and liabilities are computed for those differences that have future tax
consequences using the currently enacted tax laws and rates that apply to the periods in which they
are expected to affect taxable income. Deferred tax assets are recognized for the expected future tax -
benefit attributable to certain accrued expenses that are not deductible until paid and to net operating
loss carryovers. Valuation allowances are established, if necessary, to reduce the deferred tax asset
to the amount that will more likely than not be realized. Income tax expense is the current tax
payable or refundable for the period plus or minus the net change in the deferred tax assets and
liabilities.

CASH FLOWS - For purposes of reporting cash flows, cash consists of cash on deposit. Highly liquid
investments with a maturity of three months or less when purchased are considered cash equivalents.
There were no cash equivalents during the year ended December 31, 2004,

ESTIMATES - The preparation of financial statements in conformity with generally accepted
accounting principles and prevailing industry practices requires management to make estimates and
assumptions that affect the reported amounts of 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.

NOTE 2 - DESCRIPTION OF BUSINESS

The Company was chartered in January 1998. In January 1999, the Company received $16,100 upon
issuance of 1,610,000 shares of common stock.

The Company operates in the securities industry as an introducing broker, predominantly in the West
Tennessee area.

NOTE 3 - INCOME TAXES

Thenet deferred taxes in the accompanying balance sheet includes the following amounts of deferred
tax assets and liabilities.



WILLIAM E. HOPKINS & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED DECEMBER 31, 2004

NOTE 3 - INCOME TAXES - CONTINUED

DEFERRED TAX ASSET
Federal ...... ... ... . . . . $ 4,485
State ... 2.858
7.343
DEFERRED TAX LIABILITY
Federal ........ .. . . . . i -
State ... -
NET DEFERRED TAXASSET ........................ - § 7343
NET FEDERAL TAXASSET ............ ... ... ..... $ 4485
NET STATE TAXASSET .......... ... ... - § 2858
The components of income tax benefit (expense) are as follows:
CURRENT
Federal ...... ... . .. . $ -
State ... . -
DEFERRED
Federal ....... ... i 264
State . ... ... 114
378
$ 378

The income tax provision differs from the benefit (expense) that would result from applying federal
statutory tax rates to income (loss) before income taxes because of state income taxes.



WILLIAM E. HOPKINS & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED DECEMBER 31, 2004

NOTE 3 - INCOME TAXES - CONTINUED

The Company has net operating loss carryovers available to offset future taxable income. To the
extent not utilized, the loss carryovers expire as follows:

YEAR OF

EXPIRATION FEDERAL STATE
2015 $ - $ 4,659
2016 3,374 12,783
2018 13,279 13,279
2019 4.870 4,870

§ 21.523 $ 35,591

NOTE 4 - CAPITAL STOCK

The Company is authorized to issue two million (2,000,000) shares with a par value of $.01 per
share, with all voting rights to be known as Class A stock, and one million (1,000,000) shares with
a par value of $.01 per share with no voting rights to be known as Class B stock. As of December
31, 2004, 1,610,000 shares of the Class A stock have been issued and remain outstanding, and no
shares of the Class B stock have been issued.

NOTE S - CONCENTRATIONS OF CREDIT RISK

The Company has an agreement with a broker-dealer whereby all of certain types of securities
transactions must be cleared through that broker-dealer. Other securities transactions (primarily
mutual fund transactions) are excluded from this agreement. In the event counterparties with whom
the Company transacts business 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.
The Company does not anticipate nonperformance by clients or counterparties in the preceding
situations. If either a customer or a counterparty fails to perform, the Company may be required to
discharge the obligation of the nonperforming party and, in such circumstances, the Company may
sustain a loss. It is the Company’s policy to review, as necessary, the credit standing of each
counterparty with which it conducts business.



WILLIAM E. HOPKINS & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED DECEMBER 31, 2004

NOTE 6 - RELATED PARTY TRANSACTIONS

All of the outstanding common stock of the Company is owned by WEH Investments, LLC (WEH).
The Company has entered into a management services agreement with WEH whereby WEH agreed
to make direct payment to vendors and creditors of the Company for the following types of expenses:
meals, entertainment, travel, office expenses, postage and shipping, telephone, and rent. As
consideration for these management services, the Company is liable for amonthly fee of $5,000. The
total payments for the year ended December 31, 2004 under this agreement was $41,350. The
remaining $18,650 of payments required under the agreement were waived by WEH.

During the year ended December 31, 2004, the Company paid commissions to members of WEH
in the amount of $96,196. In addition, approximately $8,400 of commissions payable to these
individuals were included in accrued expenses as of December 31, 2004.

The Company paid officer salaries in the combined amount of $105,839 to two employees who are
also members of WEH.

NOTE 7 - NET CAPITAL REQUIREMENTS

The Company is subject to the minimum capital requirements of several regulatory organizations.

Under the most restrictive of these rules, the Company is required to maintain “adjusted net capital”
in the amount of $5,000.




SUPPLEMENTAL SCHEDULES
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WILLIAM E. HOPKINS & ASSOCIATES, INC.
STATEMENT OF THE COMPUTATION OF THE
MINIMUM CAPITAL REQUIREMENTS

AS OF DECEMBER 31, 2004
Schedule 1
NET CAPITAL

CUITENt @SS . o o v vt it e it et e $ 73,446
Total liabilities . ... ..o v (47.561)
Net capital before deductions ........ ... ... ... ... i 25,885
Haircuts on Securities PoSItioNS . . ... ...vttte e ie e (300)
Other deductions . ........ ...ttt e e (1.308)
T T 24277
Minimum capital requirement .. ............ .ttt (5.000)
Excess net capital ......... PP $19.277

NOTE: The Company’s corresponding unaudited Form X-17A-S5 filing as of December 31, 2004
reported excess net capital of $19,656. The difference in excess net capital of $379 represents
adjustment of the deferred income tax asset recorded upon audit.



WILLIAM E. HOPKINS & ASSOCIATES, INC.
RECONCILIATION OF STATEMENT OF FINANCIAL
CONDITION TO THE STATEMENT OF THE COMPUTATION
OF THE MINIMUM CAPITAL REQUIREMENTS

DECEMBER 31, 2004
Schedule 2
CURRENT ASSETS
Total assets reflected in statement of financial condition .................... $ 78,765
Less noncurrent assets included in total assets
Receivables from broker .. ..... ... i e @77
Receivables from noncustomers ..............uiiiiiiniiineienn.. (4.842)
TOTAL CURRENT ASSETS ... i e e e e e e $ 73446
TOTAL LIABILITIES
Total liabilities reflected in statement of financial condition ................. $ 47,561

Note: The Company’s corresponding unaudited Form X-17A-5 filing as of December 31, 2004,
reflected total assets of $79,144. The difference in total assets of $379 represents adjustment of the
deferred income tax asset recorded upon audit.

The Company’s corresponding unaudited Form X-17A-5 filing as of December 31, 2003, reflected
total liabilities of $47,561..

11
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REPORT ON INTERNAL CONTROL REQUIRED BY CTFC REGULATION 1.16

To the Board of Directors
William E. Hopkins & Associates, Inc.

In planning and performing our audit of the financial statements of William E. Hopkins &
Associates, Inc. (the Company) for the year ended December 31, 2004 (on which we issued our
report dated February 2, 2005),we considered its internal control, including control activities for
safeguarding firm assets, in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the Company’s internal

control.

Also, as required by Regulation 1.16 under the Commodity Exchange Act (CEAct), we have made
- a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by the Company that we considered relevant to the objectives stated in
Regulation 1.16 in making the periodic computations of minimum financial requirements pursuant

to Regulation 1.17.

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, and to assess whether those
practices and procedures can be expected to achieve the Commodity Futures Trading Commission’s
(CTEFC’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
acquisition, use, or disposition, and that transactions are executed in accordance with management’s
authorization and recorded properly to permit preparation of financial statements in conformity with
generally accepted accounting principles. Regulation 1.16(d)(2) lists additional objectives of the

practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projections of any evaluation to 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.

MEMBER
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
AICPA DIVISION OF FIRMS: PRIVATE COMPANIES PRACTICE SECTION
TENNESSEE SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS




Our consideration of the Company’s internal control would not necessarily disclose all matters in
the Company’s internal control that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A material weakness is a reportable
condition in which the design or operation of one or more of the 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 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 the Company’s internal control and its operation, including controls for
safeguarding firm assets, that we consider to be a material weakness as defined above.

We understand that the practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the CFTC to be adequate for its purposes in
accordance with the CEAct 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, 2004, to meet the Commission’s objectives.

This report is intended solely for the information and use of the board of directors, management, the

CFTC, and other regulatory agencies that rely on Regulation 1.16 under the CEAct in their regulation
of introducing brokers and should not be used for any other purpose.

Mw /Z«‘é*é =

February 2, 2005
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