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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Bennett Thrasher PC
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OATH OR AFFIRMATION

1. Pamela S. Johnson , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

JOPCO Securities, LLC . as
of December 31 , 2004 , are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprictor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

EDITH WILKERSON MILLER AN
Notary Public, DeKalb County, Georgia Ignatum(.)

My Commission Expires December 3, 2005 LP/UM
. Title
At Wutkesso A

Notary Public

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

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(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.

(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.

(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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

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

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

00X O OO0OHROCHRREREA

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditors’ Report

To the Members and Board of Managers of
JOPCO Securities, LLC

We have audited the accompanying statement of financial condition of JOPCO Securities, LLC (a
majority owned subsidiary of . Q. PATTERSON & CO.) as of December 31, 2004 and the related
statements of operations, members’ equity and cash flows for the year then ended that you are filing
pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. 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 JOPCO Securities, LLC as of December 31, 2004 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 on the basic financial statements
taken as a whole. The information contained in the supplementary schedules 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.

Sans Thnaihec P

January 24, 2005

A Professional Corporation « Certified Public Accountants & Consultants
One Overton Park « 3625 Cumberland Boulevard » Suite 1000 « Atlanta, Georgia 30339
770.396.2200 « 770.390.0394 Fax s www.btcpa.net



JOPCO Securities, LLC

Statement of Financial Condition

December 31, 2004
Assets
Cash 116,368
Accrued commissions and fees receivable 39,875
Deposits 16,366
172,609
Liabilities and Members' Equity
Liabilities:
Payable to parent 10,452
Other accrued expenses 31
Payable to clearing organization 652
Total liabilities 11,135
Commitments and contingencies
Members’ equity:
Members’ capital, $.01 par value per share, 100,000 shares authorized,

20,000 shares issued and outstanding 200
Additional paid-in members’ capital 99,800
Retained earnings 61,474

Total members’ equity 161,474

172,609

See accompanying notes to financial statements.



JOPCO Securities, LLC

Statement of Operations
For The Year Ended December 31, 2004

Revenue:

Commission revenue
Correspondent fees
Other income

Expenses:

Service fees to parent
Operating expenses to parent
Clearing charges
Professional fees

Rent

Miscellaneous expense

Net income

See accompanying notes to financial statements.

$

$

632,376
408,213
1,167

1,041,756

449,498
108,592
16,672
11,637
34,300
4,299

624,998

416,758



JOPCO Securities, LLC

Statement of Members' Equity
For The Year Ended December 31, 2004

Additional
Paid-in Total
Members’ Members’ Retained Members’
Capital Capital Earnings Equity
Balance at December 31, 2003 $ 200 % 99,800 $ 18,716  § 118,716
Net income - - 416,758 416,758
Distributions to members - - (374,000) (374,000)
Balance at December 31, 2004 $ 200 §$ 99,800 § 61,474  $ 161,474

See accompanying notes to financial statements.



JOPCO Securities, LLC

Statement of Cash Flows
For The Year Ended December 31, 2004

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Changes in assets and liabilities:
Accrued commissions and fees receivable
Deposit
Payable to parent
Other accrued expenses
Payable to clearing organization

Net cash provided by operating activities

Cash flows from financing activities:
Distributions to members

Net cash used in financing activities
Net increase in cash
Cash at beginning of year

Cash at end of year

See accompanying notes to financial statements.

$

$

416,758

57,372

48
(31,348)
(6,969)
(759)

435,102

(374,000)
(374,000)

61,102
55,266

3 116368



JOPCO Securities, LLC

Notes to Financial Statements
December 31, 2004

Note 1: Description of the Business and Summary of Significant Accounting Policies

Formation of Company

JOPCO Securities, LLC (the Company) was formed effective November 24, 1998 as a limited liability company
under the provisions of the Georgia Limited Liability Company Act (the Act). The terms of formation were
specified by an operating agreement. Pursuant to the operating agreement, the initial capital contribution was for

20,000 shares at a purchase price of $5 per share.

Members and their respective ownership percentages at December 31, 2004 were as follows:

J. O. PATTERSON & CO. 75%
PSJ Inc. 25%
100%

In accordance with the operating agreement, except as otherwise specifically provided for in the Act, the liability
of the members is generally limited to their initial capital contributions. After admission, the members are not
obligated, but under certain circumstances may be permitted, to contribute additional funds or make loans to the
Company. The operating agreement also contains provisions that restrict the transfer of ownership interests
except under certain circumstances, permit the admission of new members upon approval of all managers and
permit the preferred return of capital (not currently in use) under certain circumstances. The Company is
managed by a Board of Managers, which currently consists of three individuals.

In accordance with the operating agreement, net income is first allocated in proportion to net losses, if any,
allocated to prior years and then in relation to shares outstanding. Net losses are first allocated in proportion to
the positive capital account balances of each member and then in relation to shares outstanding.

Description of the Business

The Company is an introducing broker registered with the Securities and Exchange Commission (SEC) and is a
member of the National Association of Securities Dealers (NASD). The Company’s sole source of revenue is
providing brokerage services to related parties (see Note 2). Accordingly, the Company is dependent upon the
economic health of these related parties. The Company operates a single office in Atlanta, Georgia.

Use of Estimates in Financial Statements

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America 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 revenues and expenses during the reporting period. Actual results could differ from those
estimates.



Revenue Recognition and Related Costs

Commission revenue, correspondent fees and the related clearing charges are reported on a trade date basis.
Commission revenue is earned on trades of both listed and unlisted securities made by the Company’s customers. In
addition, correspondent fees (also known as order flow fees) are earned on trades of unlisted securities.

Clearing charges, including NASD trading fees, are paid through the clearing broker for all trades of both listed and
unlisted securities. Partnership advisory fees, service fees and operating expenses are paid to the parent (see Note 2).

Cash and Cash Equivalents

Cash and cash equivalents include cash and highly liquid investments that are readily convertible into cash and have
a maturity of ninety days or less when purchased. At times, cash and cash equivalent balances may exceed federally
insured amounts. The Company believes it mitigates any risks by depositing cash and investing in cash equivalents
with major financial institutions.

Income Taxes

The Company is treated as a partnership for federal and state income tax purposes. Accordingly, no provision or
benefit for federal or state taxes is necessary since income, losses and credits are reported on the members’ income
tax returns.

Note 2: Related Party Transactions

The Company’s revenue is generated from investment transactions attributable to limited investment partnerships
managed by the parent and a retirement account for the majority shareholder of the parent.

The parent provides personnel and office expenses under a lease and administrative services agreement that
expires on July 31, 2005. The Company leases office space from an unrelated party; the Company subleases a
portion of such office space to the parent. A portion of the parent’s personnel and office expenses, net of office
rent from the parent, is billed to the Company each month. Net operating expenses paid to the parent totaled
$108,592 in 2004.

The lease and administrative services agreement also specifies the payment of monthly service fees equal to the
lesser of $75,000 or 50% of the Company’s net operating income, as defined. Service fees paid to the parent
totaled $408,286 in 2004.

The parent is entitled to receive advisory fees from the limited investment partnerships it manages; such fees are
generally based on a percentage of the net asset value of the limited investment partnerships. During 2004, the
advisory fees were waived for the partnerships and were paid by the Company as service fees. These service fees
totaled $41,212 in 2004,



Note 3: Operating Lease

As discussed in Note 2, the Company leases office space from an unrelated party on a month-to-month basis.
Rent expense incurred under this lease in 2004 totaled $34,300.

Note 4: Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties primarily include
broker-dealers and financial institutions. In the event the 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.

Note 5: Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital, both as
defined, not exceed 8 to 1 for the twelve months after commencing business as a broker dealer and 15 to 1 after
that period. At December 31, 2004, the Company had net capital of $145,423, which was in excess of its required
net capital.

* 3k Kk k ok
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JOPCO Securities, LLC

Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

December 31, 2004
Total members’ equity $ 161,474
Deduct amounts not allowable for net capital
Correspondent fees receivable 14,685
Deposit 1,354
Interest receivable 12
16,051
Total members’ equity qualified for net capital 145,423
Deductions

Haircuts on securities -

Total deductions -

Net capital $ 145,423

Note: There were no material differences between the calculation of net capital per Part IIA of the Focus
Report as of December 31, 2004 and the calculation of net capital per the audited financial statements
as of December 31, 2004 of JOPCO Securities, LLC.

See independent auditors’ report and accompanying notes to financial statements.



JOPCO Securities, LLC

Exemption From Rule 15¢3-3 of the Securities and Exchange Commission
December 31, 2004

Exemption from Rule 15¢3-3 is claimed under Reg. Section 240.15¢3-3(k)(2).

See independent auditors’ report and accompanying notes to financial statements.
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Independent Auditors’ Report on Internal Control
Required by SEC Rule 17a-5

To the Members and Board of Managers of
JOPCO Securities, LLC

In planning and performing our audit of the financial statements and supplemental schedules of
JOPCO Securities, LLC (the Company) for the year ended December 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 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 15c¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer 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 comparisons
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 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
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

A Prafessional Corporation « Certified Public Accountants & Consultants
One Overton Park « 3625 Cumberland Boulevard » Suite 1000 - Atlanta, Georgia 30339
770.396.2200 = 770.390.0394 Fax « www.btcpa.net
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management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives 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 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. 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 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 December 31, 2004 to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Board of Managers, Members,
the SEC 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 not intended to be and
should not be used by anyone other than these specified parties.

B nai g K PO

January 24, 2005



