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' OATH OR AFFIRMATION

1, GEORGE T. ALLEN III , swear (or affirm) that, to the best of

my knowledgc and belief the accompanying financial statement and supporting schedules pertaining to the firm of
" WILLIAM E. HOPKINS & ASSOCIATES, INC.,
of DECEMBER 31 20 06

, as

, are true and correct. 1 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

\\\HIH:,, / Signature

LA 6\ /, m

Title

Notary P
X NI -0 Ry
This report ** contains (check ail applicable bo&q;)oN COYV \\ A
TR
K} (a) Facing Page. Hi
&l (b) Statement of Financial Condition.
Bl (c) Statement of Income (Loss).
& (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
BVAS) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
BV Ag) Computation of Net Capital.
&) Ah) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
NV Ai) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
B/ Aj) 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.
@/p{k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
K (1) An Oath or Affirmation.
B®l/Am) A copy of the SIPC Supplemental Report.
[ﬁ]/ An) A reportdescribing 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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@ Whitehorn Tankersley & Co., PLLC

CERTIFIED PUBLIC ACCOUNTANTS

110 EAST PLEASANT AVENUE / P.O. BOX 362/ COVINGTON, TENNESSEE 38019/ (901) 476-8275 / (901) 476-0867 FAX

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, 2006, 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 responstbility of the Company’s
management. Qur 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 respecits, the
financial position of William E. Hopkins & Associates, Inc. at December 31, 2006, 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 schedule listed in the accompanying table of contents is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by regulations under the CEAct. This
schedule is the responsibility of the Company’s management. Such schedule 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.

%#Mf b, fele

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

February 9, 2007



WILLIAM E. HOPKINS & ASSOCIATES, INC.

BALANCE SHEET
DECEMBER 31, 2006
ASSETS
CURRENT ASSETS

Cash . .. e e
Receivables frombrokers ......... ... ... . . .. . . .
Other receivables . ... oottt e e
Security depositheld by broker ... ....... ... ... .. .. . .l e
Deferred INCOME taX @SSt . ... .\ttt et e e e

LIABILITIES AND STOCKHOLDER’S EQUITY

CURRENT LIABILITIES
Accountspayable ... ... . e
Accrued INCOME taXES . ... ut ittt i e e
ACCTUEd EXPENSES .. ..ottt e
TOTAL CURRENT LIABILITIES . .......... ... ... i

STOCKHOLDER’S EQUITY
Common StOCK . . ... e
Paid-incapital .. ... ... . .. . e
Retained eamnings . ...... ... iiiiit it i e

See notes to financial statements

$ 134,645
419,112

$ 571192

111,448

$ 571.192



WILLIAM E. HOPKINS & ASSOCIATES, INC.
STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2006

REVENUES |
COMIMISSIONS .« o o v vttt ettt e e et e e et e et $ 2,401,198
Interest . ... . e e e e 6,386
L0 11 (=) o 11T ) ¢ 4 =1 12.124

' 2.419.608

EXPENSES
Employee compensattonand benefits . ......... ... .. .. ... ... . 234,169
COMMIESSIONS .« .o\ttt it ittt et ettt et e 2,034,253
General office ... .. e e 84.006

2,352,428

NET EARNINGS BEFORE INCOME TAXES ........ ... . ... ... . 0., 67,180

INCOME TAX (EXPENSE) . .. ..o\ ittt (14.308)

NET INCOME . ...t et et et $ 52872

See notes to financial statements



WILLIAM E. HOPKINS & ASSOCIATES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
NEtINCOMIC . . . oo ottt et e ettt et $ 52,872
Adjustments to reconcile net income to net cash
provided by operating activities
Change in operating assets and liabilities

Receivables frombrokers ......... ... ... .. . . . ., (277,275)
Otherreceivables . ........... ...t (396)
Accounts payable .. ....... ... (301)
ACCIUEd EXPENSES . ..ttt e e 201,776
INCOME tAXES .« ..ttt e i i e 7.936
Total adjustments . ........ ...t i (68.260)
NET CASH USED FOR .
OPERATING ACTIVITIES .. ......ooouiriininaanannn, (15,388)
NET (DECREASE)IN CASH . . . . .o oe ettt e et e (15,388)
CASH BALLANCE
Balance at beginningofyear .. ........... ... . ... ... 150,033
Balanceatendof year . ....... ... $ 134,645

NOTE: There were income taxes paid during the year ended December 31, 2006 in the amount of
$3,000.

See notes to financial statements



WILLIAM E. HOPKINS & ASSOCIATES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
YEAR ENDED DECEMBER 31, 2006

COMMON STOCK

CLASS A PAID-IN RETAINED
SHARES AMOUNT CAPITAL EARNINGS _TOTAL
Balance at beginning of year .. ... 1,610,000 $16,100 $39,125 $§ 3,351 $ 58,576
Netincome ................... - - - 52.872 52,872
Balance atendof year .......... 1,610,000 $16,100 $39.125 § 56,223 $111.448

See notes to financial statements



WILLIAM E. HOPKINS & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 131, 2006

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. 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, 2006.

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 recetved $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

The net 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, 2006

NOTE 3 - INCOME TAXES - CONTINUED

DEFERRED TAX ASSET
Federal . ....... ... . ... i $ 862
State ........ ... ... L e 373
1,235
DEFERRED TAX LIABILITY
Federal ...... ... ... . . . . . -
State .. -
NET DEFERRED TAXASSET .............. ... ... ... $ 1235
NET FEDERAL TAX ASSET ........... RO $ 862
NETSTATETAXASSET ....... .. ... ... . 3 373
The components of income tax benefit (expense) are as follows:
CURRENT
Federal ...... ... ... . . . . . . . $ (8,577)
State ... e e (3.775)
(12,352)
DEFERRED :
Federal ....... ... . . . .. (1,365)
St .. e (591)
(1.956)
$(14,308)

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.

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 5.01 per share with no voting rights to be known as Class B stock. As of December
31, 2006, 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.



WILLIAM E. HOPKINS & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED DECEMBER 31, 2006

NOTE 5 - 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 exctuded from this agreement. In the event counterparties with whom
the Company transacts business do not fulfili 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.

The Company maintains its cash balances in one financial institution located in Lexington,
Tennessee. The balances are insured by the Federal Deposit Insurance Corporation up to $100,000.
At December 31, 2006, the Company’s uninsured cash balances total $59,479.

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 s liable for a monthly fee 0f$5,000. The
total payments for the year ended December 31, 2006 under this agreement was $41,000. The
remaining $19,000 of payments required under the agreement were waived by WEH.

During the year ended December 31, 2006, the Company paid commissions to members of WEH
in the amount of $76,163. In addition, approximately $5,700 of commissions payable to these
individuals were included in accrued expenses as of December 31, 2006.

The Company paid officer salaries in the combined amount of $219,667 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.
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WILLIAM E. HOPKINS & ASSOCIATES, INC.
COMPUTATION OF NET CAPITAL

COMPUTATION OF NET CAPITAL

Total stockholder’s equity from balance sheet/

qualified for net capital . ..,

Deductions

Receivables from broker

Receivables from noncustomers ..................

Deferred income tax asset
Other deductions ......

Net capital before haircuts on securities positions ........

Haircuts on security positions

NetCapital ..............

COMPUTATION OF BASIC
NET CAPITAL REQUIREMENT

Minimum net capital required

Minimum dollar net capital requirement ...............

Net capital requirement . . ..

Excess netcapital .. .......

Excess net capital at 1000%

COMPUTATION OF

AGGREGATE INDEBTEDNESS

Total liabilities from balance
sheet/aggregate indebtedness

Percentage of aggrepate

indebtedness to net capital . .

EXPLANATION OF RECONCILING ITEMS

The reconciling items, and effects thereof, are attributable to the following audit adjustments:

(1) The deferred income tax asset was reduced by $1,995.

(2) The liability for accrued income taxes was increased by $9,661,

AS OF DECEMBER 31, 2006

Schedule 1

REPORTED REPORTED

IN FORM RECONCILING IN AUDIT

X-17A-5 ITEMS REPORT

........................ $ 123064 $ (11,616) $ 111,448
........................ (1,035) - (1,035)
(18,248) - (18,248)
....................... (3,190) 1,955 (1,235)
........................ {(2.539) - (2,539)
98,052 (9,661) 88,391

....................... (300) - (300)
........................ $ 97752 § (9.661) $ 88091
....................... $ 30,005 § 646 $ 30,651
3 5000 $ -8 5,000

........................ $ 30,005 § 646 $ 30,651
........................ $ 67,747 $  (10,307) $ 57,440
........................ $ 52,743 5 (10,626) $§ 42,117
........................ $ 450083 § 9,661 § 459,744

........................ 460 % 62 % 522 %
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REPORT ON INTERNAL CONTROL REQUIRED BY CFTC 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, 2006 in accordance with auditing
standards generally accepted in the United States of America, we considered the Company’s internal
control over financial reporting (internal control), including control activities for safeguarding firm
assets, as a basts for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Company’s internal control.

Also, as required by Regulation 1.16 of the Commodity Futures Trading Commission (CETC), 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 Regulation 1.16 in
making the periodic computations of minimum financial requirements pursuant to Regulation 1.17.

Our consideration of internal control was for the limited purpose described in the preceding
paragraphs and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies in internal control that we consider to be a significant deficiency and another deficiency
that we consider to be a material weakness.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process,
orreport financial data reliably in accordance with generally accepted accounting principles such that
there 1s more than a remote likelthood that a misstatement of the entity’s financial statements that
1s more than inconsequential will not be prevented or detected by the entity’s internal control. We
consider the following deficiency to be a significant deficiency in intemal control.

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

Condition: Due to the small size of the entity, there is inadequate segregation of duties between the
accounting and custody functions. As such, an individual who performs both of these functions may
have the opportunity to conceal any theft or misappropriation of assets.

Management response: Management believes the cost of correcting this deficiency would exceed
the benefits to be derived from doing so.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity’s internal control. We believe that the following deficiency
constitutes a material weakness.

Preparation of Financial Statements

Condition: The Company does not have an employee or member of management that possesses the
skills and knowledge to apply generally accepted accounting principles in recording certain of the
entity’s financial transactions or preparing its financial statements.

Management response: Management believes the cost of correcting this deficiency would exceed
the benefits to be derived from doing so. As such, management has elected to have its auditor
propose necessary year end adjustments and to draft the annual financial statements.

We understand that the practices and procedures that accomplish the objectives referred to in the
second paragraph of this communication are considered by the CFTC to be adequate for its purposes
in accordance with the Commodity Exchange Act 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, 20006, to meet the CFTC’s
objectives.

The Company’s written responses to the significant deficiency and the material weakness identified
in our audit have not been subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on them.

This communication 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 CFTC,
and is not intended to be and should not be used by anyone other than those specified parties.

Ww d&') f24c
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