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OATH OR AFFIRMATION

I, Carolyn Jones , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HRH Securities 11 C , as of
December 31 , 20 04 , are true 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 foliows:

None

' Signature
easurer

& U’\[) %%EL%U Tpec Title

This report™™ contains (check all applicable boxes):
& (a) Facing page.
(b) Statement of Financial Condition.
& (c) Statement of Income (Loss).
~4 (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor's Capital.
{H  Statement of Changes in Liabilities Subordinated to Claims of Creditors.
B/ (g) Computation of Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O (y 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.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
Er () An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
O (n) Areport 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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BDO Seidman, LLP 300 Arboretum Place, Suite 520

Accountants and Consultants Richmond, Virginia 23236
Telepheone: (804) 330-3092

Fax: (804} 330-7753

Independent Auditors’ Report

" Board of Directors
HRH Securities, LLC

We have audited the accompanying statement of financial condition of HRH Securities, LLC (a
wholly owned subsidiary of Hilb Rogal & Hobbs Company) as of December 31, 2004, and the
related statements of income, changes in member’s capital, and cash flows for the year then ended.
These financial statements are the responsibility of the Company’s management. Our
responsibilify 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 HRH Securities, LLC at 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 supplemental 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 our 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

%ﬂﬁ’anM

January 27, 2005
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Statement of Financial C

Assets
Cash and cash equivalents $ 550,141
Commissions receivable 75,053
Prepaid expenses 6,488
Total assets $ 631,682
Liabilities and Member’s Capital
Liabilities
Payable to parent $ 446,178
Accrued expenses 14,000
Total liabilities 460,178
Member’s capital, 100 membership interest units 171,504
Total liabilities and member’s capital $ 631,682

See accompanying notes to financial statements.




HRH Securities

Revenues

Commissions $1,012,769
Expenses

Miscellaneous 44,302
Income before income taxes 968,467
Income tax expense (Note 4) 424,182
Net income $ 544,285

See accompanying notes to financial statements.
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Statement of Changes in Member’s

Year Ended Decembe

Additional Retained
Common Paid-in Earnings Member’s
Stock Capital (Deficit) Capital
Balance at December 31, 2003 $100 $ 553,535 § (357,267) $ -
Conversion to Limited Liability Company
(LLC) corporate structure (Note 1) (100) (553,535) 357,267 196,368
Capital contribution from parent - - - 485,000
Dividends paid ‘ - (1,054,149)
Net income - - - 544,285
Balance at December 31, 2004 $ - S - $ - $ 171,504

See accompanying notes to financial statements.
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Statement of Cas

Year Ended Decembe

Operating activities
Net income $ 544,285
Adjustments to reconcile net income to net cash
provided by operating activities

Increase in commissions receivable (11,466)
Decrease in prepaid expenses 127
Increase in payable to parent 423,879
Decrease in accrued expenses (3,000)
Net cash provided by operating activities ' 953,825
Financing activities
Capital contributions o 485,000
Dividends (1,054,149)
Net cash used by financing activities (569,149)
Net increase in cash and cash equivalents 384,676
Cash and cash eguivalents, beginning of year 165,465
Cash and cash equivalents, end of year $ 550,141

See accompanying notes to financial statements.




Organization and
Significant
Accounting Policies

Organization and
Operations

Use of Estimates

Cash and Cash
Equivalents

Commissions

HRH Securities

Notes to Financial St

HRH Securities, LLC (the Company) is a New York limited liability company and
wholly owned subsidiary of Hilb Rogal & Hobbs Company (HRH or member).
The Company is registered as a broker/dealer in securities under the Securities and
Exchange Act of 1934 and with the National Association of Securities Dealers.
Prior to November 1, 2004, the Company’s name was HRH Securities, Inc. and
existed as a New York corporation. Effective November 1, 2004, the Company
changed its name and legal structure and all amounts previously included in
stockholder’s equity were converted to member’s capital.

The Company’s primary business is to serve as an override broker/dealer engaged
in receiving commissions and overrides on the sale of mutual funds, variable
annuities, and variable life insurance products. In 2004, the Company participated
in commission and override sharing with five fully disclosed and unaffiliated
introducing broker/dealer companies. These commissions and overrides represent
100% of total revenues.

During 2004, the following broker/dealer companies accounted for the noted
percentage of the Company’s revenues:

Broker/dealer A 67%
Broker/dealer B 12%
Broker/dealer C 10%
Broker/dealer D 10%

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates
and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.

The Company considers all highly liquid investments with a maturity of three
months or less when purchased to be cash equivalents.

Commissions and overrides on security sales are recognized as income on an
accrual basis when the commissions and overrides are earned by the Company.




HRH Securiti

Notes to Financial Statement
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2. Net Capital
Requirememnts

3. Related Party
Matters

4. Income Taxes

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange
Act of 1934, the Company is required to maintain a minimum amount of net
capital as defined under such provisions. Net capital and the related net capital
ratio may fluctuate on a daily basis. At December 31, 2004, the Company had net
capital of $165,016, and net capital requirements of the greater of 6% percent of
aggregate indebtedness or $5,000. The Company’s net capital ratio at December
31, 2004, was 2.79 to 1. The net capital rules may effectively restrict the payment
of cash dividends.

The Company utilized the facilities, services, and staff of HRH and HRH’s |
affiliates in the course of serving as a broker/dealer. HRH and HRH’s affiliates
provide services without charge to the Company.

For income reported prior to November 1, 2004, the Company is included in the
consolidated federal income tax return filed by HRH. The Company is also
included in a combined state income tax return with HRH and certain other
subsidiaries of HRH. The Company also files a New York City income tax return.
The effective tax rate differs from the prevailing corporate tax rate due principally
to the effect of state and city income taxes. The Company records income taxes
payable as a payable to HRH. The Company made payments to HRH for income
taxes of $77,901 in 2004.

The components of the income tax expense are as follows:

2004

Current
Federal $202,943
State and city 221,239
$424,182

There were no deferred income taxes in 2004 as there are no differences in the
bases of assets or liabilities for financial reporting and tax purposes.

As of November 1, 2004, federal, state and city income taxes are not payable by
the Company for income reported after November 1, 2004. As a limited liability
company, income taxes are the liability of the member, and any net income or net
loss is included in the member’s tax returns.




Independent Auditors’ Supplementary Report
on Internal Control

Board of Directors
HRH Securities, LLC

In planning and performing our audit of the financial statements and supplemental information of HRH
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 17a5(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 compliance with such
practices and procedures that we considered relevant to the criteria stated in rule 17a-5(g) in making the
periodic computation 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 security 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 172-13

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 internal
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 criteria. 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 transactions 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 any 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 internal control to
future periods is subject to the risk that internal control may become inadequate because of changes in
conditions, or that the effectiveness of its design and operation may deteriorate.
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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 one or more 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 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 intemal control, including control activities for
safeguarding securities, and its operation that we consider to be material weaknesses as defined above.

We understand that practices and procedures that meet the criteria 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 meet such
criteria 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 are adequate at
December 31, 2004, to meet the SEC’s criteria.

This report is intended solely for the information and use of the Board of Directors, 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 not intended to be and should not be used by anyone

other than these specified parties.
/7

January 27, 2005
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HRH Securitie

Schedue | — Computation of Net Capital and Aggregate Inde
Under Ru

Aggregate indebtedness

Payable to parent § 446,178
Accrued expenses 14.000
$ 460.178
Member’s capital ‘ 171,504
Less:
Non-allowable assets ' $ 6,488
Unsecured receivables -
Securities haircut -
Net capital : $ 165,016

Capital requirements
Minimum net capital requirement (greater of $5,000 or 6%:%

aggregate indebtedness to net capital) $ 30,680

Net capital in excess of requirements 134,336
Net capital as above 165

Ratio of aggregate indebtedness to net capital 2.7910 1

There were no material differences between the audited Computation of Net Capital included in this
report and the corresponding schedule included in the Company’s unaudited December 31, 2004 Part ITA
FOCUS filing.
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