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OATH OR AFFIRMATION o , -

ROBERT A. FORBES

I, swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

NEXUS FINANCIAL, INC.
as of
DECEMBER 31 192902 e true and correct. I further swear (or affirm) that neither the company

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

/W%\—»

Signature

PRESIDENT

Notary Public

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor s 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 RuJe 15¢3-3.
(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 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 con-
solidation.
() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

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

OB 8§ #ABgs805as8dn

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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FINANCIAL STATEMENTS



. . 617 North 17th Street
\\ RICKORDS &ASSOCIATES, P.C.  Colorado Springs, CO 80904

CERTIFIED PUBLIC ACCOUNTANTS (719) 444-0770 (800) 480-0770 Toll Free
/// (719) 444-0909 Fax (877) 457-2232 Toll Free Fax

The Board of Directors
Nexus Financial, Inc: | . -

We have audited the accompanying statement of financial condition of Nexus Financial,
Inc., (the Company) as of December 31, 2002 and 2001, and the related statements of
income, changes in stockholders’ equity, and cash flows for the years 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 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 Nexus Financial, Inc. as of December 31, 2002 and
2001, and the results of its operations and its cash flows for the years then ended in
conformity with 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 accompanying supplementary 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 of 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.

. / .
Huchoidy i tpgpcialls P.C.
Hchorids § @asocester | P.C.

Rickords & Associates, P.C.

Colorado Springs, CO 80904

February 18, 2003



NEXUS FINANCIAL, INC.

Statement of Financial Condition
December 31, 2002 and 2001

Assets

Current assets:
Cash
Prepaid federal income tax
Total current assets
Investments:
Marketable securities
NASD Investment

Total investments

Total assets

Liabilities and Stockholders’

2002

$26,115
0

26,115
5,935
3,300
9,235

$35,350

Equity

Current liabilities:
Accrued payroll taxes
Income tax payable
Total current liabilities
Common stock, (51 par, 50,000 shares
authorized, 1,500 issued)
Paid-in capital
Unrealized loss on marketable securities
Retained earnings

Total stockholders’ equity

Total liabilities and
stockholders’equity

$ 00
3,345
3,345

1,500

10,050
(804)

21,359

32,005

$35,350

2001

$18,438
840

19,278
00
3,300
3,300

$22,578

$ 4,359
00
4,359

1,500
10,050
00
6,669

18,219

$22,578

The accompanying notes are an integral part of these financial statements.
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NEXUS FINANCIAL, INC,
Statement of Income and Retained Earnings

For the years ended
Decempber 31, 2002 and 2001

2002 2001
Total Revenue $394,443 $448,143
Selling expenses:
Management fees 143,100 180,800
Profit sharing contributions , 16,141 17,196
Money purchase contributions o 614 11,672
Travel 12,291 19,552
Total selling expenses 179,146 229,220
General and administrative expenses:
Salaries 97,469 113,389
- Bank charges 165 134
Dues and subscriptions 5,247 4,444
Equipment rental 193 1,561
Insurance 28,956 24,769
Professional fees 4,250 4,000
Miscellaneous expense 150 450
Office expense 9,800 14,120
Outside services 557 2,728
Postage 6,196 6,833
Printing 976 2,231
Professional development 00 692
License and fees 2,137 1,369
Entertainment 182 216
Public relations 175 150
Telephone 15,900 16,061
Rent expense 15,000 14,250
Repair and maintenance 1,942 3,397
Taxes 8,884 9,257
Total general and administrative
expenses 188,179 220,051
Total Expenses 377,325 449,271
Net income (loss) before taxes 17,118 (1,128)
Federal income tax 2,559 00
Net income (loss) 14,559 (1,128)
Retained earnings, beginning of year 6,669 7,797
Federal tax refund 131 00
Retained earnings, end of year $ 21,359 $ 6,669
Earnings (loss) per share S 9.71 S (.75)

The accompanying notes are an integral part of these financial statements.
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NEXUS FINANCIAL, INC.
Statement of Cash Flows
For the years ended
December 31, 2002 and 2001

2002 2001
Cash flows from operating activities:
Cash received from clients $394,443 $448,025
Interest received 00 118
Cash paid to employees, suppliers,
and for services (386,766) (445,426)
Net Cash From Operating Activities 7,677 , 2,717
Cash & cash equivalents at beginning
of period 18,438 15,721
Cash & cash equivalents at end of .
period 5 26,115 $ 18,438

Reconciliation of Net Operating Income to Net Cash
Provided/Used by Operating Activities

2002 2001
Net income (loss) $ 14,559 $ (1,128)
Adjustment to reconcile net income to
Net cash provided by operating Activities:
Federal income tax refund 131 00
14,690 (1,128)
Changes in:
Decrease {increase in marketable securities (6,839) 00
Decrease (increase}in accounts receivable 00 1,172
Decrease (increase)prepaid federal
income tax 840 (840)
(Decrease) increase in accrued expenses (4,359) 4,359
{Decrease) increase in income tax payable 3,345 (846)
Total adjustments (7,013) 3,845
Net Cash From operating activities $ 7,677 $ 2,717

The accompanying notes are an integral part of these financial statements.

-4 -



NEXUS FINANCIAL, INC.

Statement of Changes in Stockholders Equity

Balance,
December 31, 2000

Net loss,
December 31, 2001

Balance,
December 31, 2001

Income tax refund

Unrealized loss on
marketable sec.

Net income,
December 31, 2002

Balance,
December 31, 2002

For the years ended
December 31, 2002 and 2001

Common Paid-in Retained Unrealized
Stock Capital FEarnings Loss Total

$1,500 $10,050 $ 7,797 $ 00 $19, 347

00 00 (1,128) 00 (1,128)
$1,500 510,050 $ 6,669 00 $18,219
00 00 131 00 131
00 00 00 {904) (904)
00 00 14,559 00 14,559

$1,500 510,050 $21,359 $(904) $32,005

The accompanying notes are an integral part of these financial statements.
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NEXUS FINANCIAL, INC.
Notes to the Financial Statements
December 31, 2002 and 2001

(1) The Company 1s owned by four stockholders ]
375 shares Robert A. Forbes
375 shares Stephen R. Dierks
375 shares Clifford B. Poulton
375 shares Louls M. Jiminez
In accordance with regulations under the Securities Exchange
Act of 1934 the Company is a broker~dealer registered with
the Securities and Exchange Commission (SEC) and 1is a
member of various exchanges and the National Association of
Securities Dealers (NASD). This 1is a self-regulating body
formed by the industry to protect its members and the
investing public.
(2) Summary of Significant Accounting Policies

a. Basis of Presentation

The financial statements include the accounts of the

Company. The Company is engaged in a single line of
business as a securities broker-dealer, which
comprises several classes of services, including
principal transactions, agency transactions,

investment banking, investment advisory, and venture
capital businesses.

b. Securities Transactions

Proprietary securities transactions in regular-way
trades are recorded on the trade date, as if they had
settled. Profit and loss arising from all securities
and commodities transactions entered 1into for the
account and risk of the Company are recorded on a
trade date basis. Customers’ securities and
commodities transactions are reported on a settlement
date basis with related commission income and expenses
reported on a trade date basis.

BRmounts receivable and payable for securities
transactions that have not reached their contractual
settlement date are recorded net on the statement of
financial condition.

-5~




NEXUS FINANCIAL, INC.
Notes to the Financial Statements
December 31, 2002 and 2001

c. Commissions

Commissions and related clearing expenses are recorded
on a trade-date basis as securities transactions
occur.

d. Statement of Cash Flows

For purposes of the Statement of Cash Flows, the
Company has defined cash eguivalents as highly ligquid
investments, with original maturities of less than
ninety days, that are not held for sale in the
ordinary course of business.

e. Deferred Compensation

No provision 1is made for holidays and sick leave pay
since only those on commission®basis would be eligible
and there is no agreement. Any amounts determined for
deferred compensation would be immaterial. No
provisions for salaried personnel,

f. Property and Equipment

Property and equipment are carried at cost.
Maintenance and repairs are charged to costs as
incurred. Expenditures for major betterments are
capitalized. Gain or loss on retirement of property
i1s included in income.

g. Estimates

There are no significant estimates used in preparation
of financial statements.

Related party transactions

The Company is owned by four stockholders. During the
period ended December 31, 2002, management fees 1in <the
amount of $143,100 were paid to Nexus Financial Programs,
Inc., which is also owned by Robert A. Forbes, Stephen R.

Dierks, Clifford B. Poulton and Louis M. Jiminez. The
building is owned by SCR, LLC with the -equal
partners: Robert A. Forbes, Stephen R. Dierks and

Clifford B. Poulton.
_7_




NEXUS FINANCIAL, INC.
Notes to the Financial Statement
December 31, 2002 and 2001

Financial Instruments

The Company maintains three cash balances at two financial
institution. The Dbalances are $827 and $25,288, also a
savings account with a balance of $5,935. Accounts at the
institution are insured by the Federal Deposit Insurance
Corporation up to $100,000. At December 31, 2001, there
were no concentrations of credit risk in the cash accounts.

Profit Sharing Plan

A Profit-Sharing Plan was established with the effective
date of April 1, 1995. Employees are eligible with 0 years
of service when they have attained the age of 21. Credited
service is based on actual hours for which an Employee 1is
paid or entitled to payment . Contributions are
discretionary pursuant to Employer resolution and if no
resolution is adopted then 3% of Participant’s compensation.
Normal retirement age shall be 55 years. The plan permits
hardship withdrawal and loans to Participants. There 1is
100% vesting immediately after satisfaction of the
eligibility requirements.

Money Purchase Pension Plan

A money purchase plan was established September 11, 1997.
Employees are eligible with 0 years of service when they
have attained the age of 21. Compensation is determined by
wages paid for purposes of income tax withholding. The
employer will contribute 10% of compensation for each
participant. Normal retirement age 1is 55 with no early
retirement permitted. Vesting is immediate after eligibility
requirements are satisfied.

Management Agreement

An agreement for management services was entered into on
November 3, 1995 between Nexus financial Programs, Inc. and
Nexus Financial, Inc. to purchase management services on a
continuing basis beginning January, 1996 to pay a management
fee. The fee will be the lesser of 100% of the gross dealer
concessions and service fee actually received during the
prior month. Or such amount that when properly recorded
will not cause the “Net capital” as defined by the NASD to
fall below 120% of the Net Capital requirement.

-8-




NEXUS FINANCIAL, INC.
Notes to the Financial Statements
December 31, 2002 and 2001

(8) Earnings (Loss) per Share
Earnings (loss) per share of common stock were computed by
dividing net income (loss) by the number of common shares
outstanding for the year.

(9) Liabilities Subordinated to Claims of General Creditors
There were no borrowings under subordination agreements at
December 31, 2002.

The Company had no other debt at December 31, 2002.

{10) Capital Stock
A summary of the corporation’s capital stock at December 31,
2002 is as follows:

Common stock -- $1.00 per value
RAuthorized -- 50,000 shares
Issued and outstanding -- 1,500 shares

(11) Risk

a. Two Cash-Checking accounts were maintained in one bank
with a balances of $25,287.94 and $826.94 with a
savings account in another bank with a balance of
$5,934.77. All balances are fully covered by FDIC
insurance.

b. The Company 1s engaged in various trading and
brokerage activities in which counterparties primarily
include Dbroker-dealers, banks, and other financial
institutions. In the event 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.

(12) Focus Report Reconciliation

Net income per focus reports $17,891

State income tax (786)

Correction in expenses 13

Adjusted net income per financial statements $17,118
_9_




NEXUS FINANCIAL, INC.
Notes to the Financial Statements
December 31, 2002 and 2001

Assets, liabilities and
stockholders’ equity per focus report

Marketable securities adjustments
Bank account and expense adjustments

Adjusted total assets and total liabilities
and stockholders’ eqguity

Total aggregate indebtedness per focus report
Income tax liabilities
Adjusted total aggregate indebtedness

Percentage of aggregate indebtedness to
net capital

~10-

$36,110
(S804)

144

$35,350

3,345

$ 3,345

12%
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A
BROKER OR DEALER NEXUS FINANCIAL, INC. N 3 190
! LI gld
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
a3 of (MM/DD/YY) 12-31-02 99
SECFILENO.__8-48294 98
ASSETS Consolidated |___| | 198
Unconsolidated | X l 199
Allowable Non-Allowable Total
T Cash oo e $ 26,115 IZOOJ $ 26,115'750
2. Receivables from brokers or dealers:
A. Clearance account . .. ................ M 295
B. Other........ .. ... i 300 1% 550 810
3. Receivables from noncustomers. . ... ... ... 355 oo |7 830
4. Securities and spol commodities B
owned, at market value: )
A, Exempled securities . L L. 10
B. Debtsecurities. .. .......... . ... ... 419
C.OPHONS .. .o 420
D. Other securities .. ................... 5, 935 424 5,935 -
E. Spotcommodities. .. ................ ! 430 ! 850
5. Securities and/or other investments
nol readily marketable:
A Alcost § 8 130 _
B. Atestimated fairvalue .. ... ... . .... .. Jm 3 ! 300 610 3,300 J BG:]O
Securilies borrowed under subordination agree-
ments and partners” individual and capital
securilies accounts, at market value: [_"@ 530 J GUOJ
A. Exempled
securities 3 l 150 l
B. Other r
securities $ 160
7. Sccured demand notes: . ..., 470 640 [_.8—9—6_]
markel value of collateral:
A. Exempted
securities $ 170
B. Other
securiting 3 l 180[
8. Memberships in exchanges:
A. Owned, at
- market 3 190
B. Owned,atcost . ................... 550
C. Conuributed for use of the company,
atmarketvalue . ..o 4 660 900
9. Investment in and receivables from
alliliates, subsidisries and
associated partaerships ... ... ... 180 670 912
V0. Psopenty, lumniture, equipment,
leaschold improvements and rights
under lease agreements, al cost-net
of accumulated deprecii lion o
anamortization, ... L ... 490 680 : 920
Vio Otherassets. ... ..o . i 535 735 930
12. TOTAL ASSETS ...oovniinnnn... s 32,050 | 540 s 3,300 740 | $ 35,350 940

17

AR R N EE B ny an By e o e B EE B B BN BE e .
[=2]
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' FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA
I BROKER OR DEALER NEXUS FINANCIAL, INC. as of 12-31-02
l _ STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS
l LIABILITIES AND OWNERSHIP EQUITY
ALl Non-A.l.
l Liabilities Liabilities Liabilities Total
13. Bankloanspayable.............. ....... $ [WJ $ WS_S—]I'-@ l 1470 I
14. Payable to brokers or dealers:
l A. Clearance account . .. ................ 1114 1315 | 1560 |
B.Other.. ..o y 1115 1305 1540
15, Payable to non-customers. ... ... ... ... ... 1159 1355 1610
I 16. Securities sold not yet purchased,
atmarketvalue . . ................... : l 1360 ’ ‘ 1620 '
17. Accounts payable, accrued tiabilities,
l expenses and other . ................. 3,345 ] 1205 [ | 1385 | 3,345 | 1685 ]
‘18. Notes and mortgages payable: ’
A Unsecured .. ..., 1210 1690
I B. Secured....... ... 1211 ¥ l 1390 I M 1700
19. Liabilities subordinated to claims
of general creditors: '
A. Cash borrowings: ................... l 1400 I I 1710 I
l 1. from outsiders Ts | 970 [
2. includes equity subordination (15¢3-1 (d}}
of .... $ 980
l B. Securities borrowings, at market value:. . . [‘_‘”ﬂ {_17—2—0_}
from outsiders $ 990
C. Pursuant to secured demand note
I collateral agreements: .. ........... ... l 1420 I 1730 I
1. lrom outsider: $ I lOOOl R »
2. -Inclutes equity subordination (15¢3-1 (d})
l ol .... $ |1010|
0. Exchange memberships contributed for
use of company, at market value. . ...... ‘ 1430 , ‘ 1740 ]
E. Accounts and other borrowings not
l qualilied for net capital purposes ....... 1220 1440 1750
20. TOTAL LIABILITIES ........... $ 3,345 {1230} $ 1450| % 3,345 |60
I Ownership Equity
21, S01e PIOPI IO D oo vttt e e e e e e e .'55 1770
|22 Partnership {limited partners . ........... A | 1020 l) 1780
23. Corporation:
A. Preferred stock . ... L L L., P 1791
B, L OMIMION SLOCK &+ o vttt ittt e e e e e e e e e e e e e e e e e e e 1 ’ 500 1792
' C. ADDItional paid-in CAPIAl L. . ..\ttt sttt e e e e e e e e 10,050 [1793
D, Retained BarmiNgs . . v vt ettt ettt e e e e e e e 20,455 1734
LT Y T PO 32,005 |[1795
| F. Less capital stock in treasury. ........ [ L Y § 1796
24. TOTAL OWNERSHIP EQUITY & oo ottt et et et e et e e ettt e e e e e e e e e $ 32,005 | 1800
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY Lottt ittt ettt et e e i e $ 35,350 | 1810
l » ~13- OMIT PENNIES
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FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT

PART HIA

BAOKER OR DEALER NEXUS FINANCIAL, INC.

sof 12-31-02

COMPUTATION OF NET CAPITAL

. Total ownership equity from Statement of Financial Condition
Deduct ownership equity nol allowable for Net Capital
Total ownership equity qualilied for Net Capital
Add:

s N -

$ 32,005 3180

M )| 3490
32,005 |3s00 ||

-14-

A. Liabilities subordinated to claims of general creditors allowable in compulation of netcapital. ... ... ... ...... 3520
B. Other {deductions) or allowable credits (List) . . ... . . e e e 3525
Total capital and allowable subordinated liabilities. . . ... ... .. e e s $ 3530
Detluctions and/or charges: M 3300
A. Tolal nonallowable assets [rom Statement of Financial Condition{Noles Band C) $ ’ 3540
B. Secured demand note deficiency .. ... .. . L e 3590
C. Commodity futures contracts and spot commodities-
proprietary capital charges. ... .. .. e 3600
D. Other deductions and/or charges ., .. .................................. _3;1—6 { 3,300 1 3620
Other additions and/or allowable credits ILISU. . ... ... o0 3630
8. Net capital belore haircuts 0n securities POSTIIONS L. ..ottt et e M 3G6av
9. Haircuts on securities {compuled, where applicable,
pursuant 10 15c3-1 1)}
A. Contractual securities COmMmMItMENtS ... .. ... ... i $ 3660
B. Subordinated securities borrowings. . ... ... . ... . e 3670
C. Trading and investment securities:
1 Exempled securities. . ... e |'n 3735
2. Debtsecurities. . ............ P 3733
o ODIONS e e 3730 \
T OMhEr SECUTILIES L ottt e e e 3734
D. Undue Concentration .. .. ...t ittt e e e e 3650
B Oher (LISt .o\ ottt 3736 | 1| 3740
10, NEt Camital . e e e e e e e e e e e e e e $ 28, 705 3750

OMIT PENNIES



HNANUALAND(WERAHONALCOMMNEDUNHTNM4$NGLEIWPORT

PART A ]
12-31-02
BROKER OR DEALER NEXUS FINANCIAL, INC. as of
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
1. Minimum net capital reauired 16:2/3% ol 1ing 19} .. e $ 223 [3754
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement
ol subsidiaries computed in accardance with Note (A} L. L e $ 5,000 3754
13. Net capital requirement {yreater of line 11 or 12} ... ... R DD $ £ nan 3764
i 4 -~
14, Excess netcapital {line 100ess 1) L. o . . e 3 23,705 3779
15. Excess net capital a1 1000% (line 10 tess 10% ol line 1) .. ... . . T 28,370 3789
N COMPUTATION OF AGGREGATE INDEBTEDNESS .
16. Total ALl liabitities from Statement of Financiat Condition. .0 e e e e $ 3 7 345 3790
17. Add: : '
A Drafts forimmediate credit . . ... e :v: $ l 3800 ]
8. Market value of securities borrowed tor which no equivalent
vatue ispaidorcredited . . ... . .. L $ : 3810
C. Otherunrecorded amounts tListh. ... . 3 , 3820 | $ 3830
19, To1al 3ggregate indebtedness . . . ... ..t e $ 3,345 3840
20. Percentage ol aggregate indebtedness to net capital (line 19 +by Line 10) . . . . 0 i e e % 12 3850
21. Percentage of debLt 1o debt-equily total computed in accordance with Rule 15¢3-1 () . .. .o o o i % 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
22. 2% ol combined aggregate debit items as shown in Formula for Reserve Rlequirerments pursuant to Rufe
15¢3-3 prcpavc'd as ol the date of the net capital computation including both brokers or dealers
and consolidated subsidiaries debits . ... ............ P $ 1_3870
23. Minimum dollar nel capital requirement of reporting broker or dealer and minimum nel capital r
requirement of subsidiaries computed in accordance with Note {A) 000 0 o o e .'.',3 3880
24. Net capital requitement {greater of Tine 22 or 23) L e e e e $ 3760
25. Excess netcapital {line 101ess 24) L L $ 3910
26. Netcapital in excess of: ] . .
5% ol combined aggregate debitvirms or $120,0000, .. L e e s e % I 3920
OMIT PENNIE
NOTES:
(A} The minimum net capital requirement should be compulted by adding the minimum dollar nel capital requirement
of the reporting broker dealer and, for each subsidiary 10 be consolidated, the greater of:
1. Minimum dollar net capital requirement, or
2. 6:2/3% of aggregate indrbtedness or 2% of aggregate debits if alternative method is used.
{B} Do not deduct the value of securilies borrowed under subordination agreements or secured dermand note

{13

3/83

covered Ly subordination agreements not in satisfactory form and the market values of memberships in
exchanges contributed for use of company lcontra to item 1740} and partners’ securilies which were
included in non-allowable assets.

For reports filed pursuant to paragraph (d) of Rule 173-5, respondent should provide a list of material

non-allowatiie assels.
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- ~ FINANCIAL AND OPERATIONAL COMBINEb UNIFOHM SINGLE REPORT
PART HA

BROKER OR DEALER NEXUS FINANCIAL, INC.

For the perlod (MMDDYY) from ¥, 1-1-02 [3932)1012-31-02[393

Number ol months Included in this statement 12

3931

STATEMENT OF INCOME (LOSS)

REVENUE
1. Commlsslons:
l a. Commisslons on trarisaclions In exchange listed equity securilies execuled on an exchange.. ..o [3 3935
b. Commisslons on lislad oplion 1ransaClions .. ... . i i e e e s M 3938
€. All olthar securitles COMMISSIONS ... .t it e e et e 3939
I d. Tolal s8CUINESs COMMISSIONS L .ottt ittt ettt st ae et s e nas ca i iaaeasnoar e m
2. Gaing or losses on lirm securitios trading accounts
a. From markel making In options on a natlonal securllios oxXChaNgn ... o i it s et e 3945
I b, From Bl othar BB ..ttt it e e e e e e e e e e s 3948
c. Total galn {foss) .......coiivuiiniiiinn e e e e e e s 3950
3. Gains or losses on Hrm securilies INvesIMBNl ACCOUNIS . . .. . ittt ittt it r ittt riar s enaanses 3952
l 4. Profit (loss) from urniderwriling and SelliNG QrOUDPS ..ottt ettt e e e y 3955

5. Revenue from sale of INVESIMEN] COMPANY SHATES .. .. .ue vttt ettt e et e e et et e e 394,443 (3970

8. Commodilles revenuUs .........cviiviierreinennnenerenns e e e e e e e 3990

7. Fees lor account supervision, Investment advisory and adminlstralive S8rviCeS .. .....iierr e e nneanen. 975

l L 1T T - TV S 3995

9. Total revenue ....... I $ 394,443 |4030
l EXPENSES

10, Salarlos and olher employment costs lor general partners and voling stockholder officors ............cccvinivnvnn- $ 112,011 4120
I11. Other employes compensation 8nd benollls ... . ... . .t it it ettt et teet et ettt e y 51 ' 498 4115

12. Comimlisslons pald lo other broker-dealers ............. i iinnennnnrennas O PN e e T |4140

L R N T T O30 o 1 T T O i 4075
I a. Includes inlerest on nccounts subject to subordination agreements ................ |\4070 !

14, Regulatory 1865 and OXDONSOS . v\ it it et et e ettt i e e e . 2,137 4195

L T T P 211,679 [4100
l15. L TE L33 T 0¥ PP s 377,325 |4200

NET INCOME
l17. HNot Income {loss) belore Federal income laxes and WHoms below (itom D less Mlom 16 ). ... ... e $ 17 r 118 {210

B. Provislon for Federal Income laxes (108 PAIBAL ONIY) vttt et et et et e e et e et e a et e y 2,559 (4220

19. Equlty In earnings (losses) of unconsolidaled subsldiaries not Included above ........ ... ... ... . iviiiniiienn 4222
l 8. Alter Foederal INCOmMB 1aXB5 Of ... .. it it i n ittt it [ 423)3_]

0. Extraordinary gelns (losses) T R R IIEE P_{“—J

a, After Federal Income 18x88 O ... i i i i et [4231]

1. Cumulative ellect of changas (n BccouUnINg PrinCIPIOS L. i i i i it i et ie ettt i i ienaenons 4225
I2. Net Income (loss) aller Federal Income taxes and exlraordinary IBMS ... .. ...vurientiinriers i ean e neareenns. $ 14,559 (4230
llONTHLY INCOME . -

3. Income (current monlh only) before provision lor Federal income taxes and extraordinary llems.................... $ P—N—’_}

'm
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1I1A

BROKER OR DEALER NEXUS FINANCIAL, INC.

1.

2.
3.
4.

lﬂ

w 12-31-02

For the peciod (MMDDYY) lrom 1-1-02

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION}

Balance, beginning of period. .. ... ... ... e e e e e $ 6 !’ 669 1240
AL Netincome [loss). oo e 14 i 559 4250
B. Additions (Includes non-conforming capital of | TAX REFUND Ys 4262 |) 131 4260
C. Deductions lInctudes non-conformingcapital of .. .. ... .. .. . . . ... .. ...... 4272 |) 4270
Balance, end of period (From item 1800) .. ..ottt e e $ 21 ! 359 ﬁigﬂ
STATEMENT OF CIHHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
Bolance, beginning of Period ... vt e e e e Ts 4300
A ICTRASES - o L o e e e e e e e e e e e e e 4310
T 0 Lot T T 4320
Balance, end of period (From item 3520). . .. .o e 3 I 4330
OMIT PENNIES
[




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HlA

BROKER OR DEALER NEXUS FINANCIAL, INC. asof _12-31

-02

Exemplive Proviston Under Rule 15¢3-3

25. If an exemption Irom RAule 15c3-3 is clatmed, idenlify below the seclion upon
which such exemplion is based (check one. only)

A. (k) (1)—$2,500 capilal calegory as per Rule 15c3-1

4550]

B. (k) (2){A)—"Speclal Account for the Exclusive Benelit of

customers” mainlained

I 4560

C. (k) fé)(B)——AII customer {ransactions cleared through another

broker-dealer on a fully disclosed basis. Name ol clearing

lirm K ] ' 4335

4570

D. (k) (3)—Exempted by order ol the Commission

4580

Ownership Equily and Subordinaled Liabilitles maturing or proposed to be
withdrawn within the nexl six months and accruals, (as delined beldw),
which have not been deducted in the computalion of Nel Capital.

Expecl
Accrual Insider or drawn (cash amount Wilhdrawal or to
See below for Outsider? and/or Net Caphal Maturity Renew
code lo enler Name of Lender or Conlributor {In or Oul) Value of Securities) Dats (yes or no)

M 4600 4601 4602 4603

4604

4605

1 4610 4611 4612 4613

4614

4615

4620 4621 4622 4623

4624

1625

M 4630 4631 4632 4632

4634

4635

Type of Proposed
I withdrawal or Amount lo be Wilh- | {MMDDYY)

1 1 1] i

4641 4642 4643 | -

4644

-4645

y 4840

M 4650 4651 4652 4653

4654

4655

4661 4662

ERERERERENCNE

4663

4664

4665

' M 4660
A\

4670 4672 4673

ENCRERER-RERERE

B

4671

4674

4675

I.'. 4680

4681 4682 4683

ERSRSRERHNC RN

4684

4685

el ¢ f 1d [

g |3
g 2

4690

:

4691 4692 4693 |

HRRHRERARERERANERE
ERCRERERE RN R e

4694

4695

ToTAL 87 NONE 4699

. Y

In

l . OMIT PENNIES
nslructions:

£

Detail listing musl include the tolal of ilems maluring during the six month period lollowing the
repotl date, regardless ol whether or not the capital conlribution is expecled to be renewed. The
schedule mus! also include proposed capital withdrawals scheduled within the six month

period lollowing the reporl date including the proposed redemplion ol stock and paymenls of
llabitities secured by lixed assels {(which are considered allowable assels in the capilal compulation
pursuant to Nule 15¢3-1(c)(2)(iv})), which could be required by the lender on demand or in less

than six months,

"VITHDHAWAL CODE: DESCHIPTION

Equity Capilal
Subordinated Llabilities
Accruals

) 15¢3-1(c)(2)(Iv) Liabilities '
| » e
/78
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TO BE COMPLETED WI'!LH THE ANNUAL AUDIT REPORT ONLY:

IND_L:I’ENDL:NT PUULIC ACCOUNTANT whose opinion is containet in this Tleport

Mame (H Individual, state last, Hst, middle namel

RICKORDS & ASSOCIATES, P.C.
617 N, COLORADO SPRINGS

17TH STREET, SULTE 100 | co 70 80904
ADDNESS Number and Street City State Zip Code
i [ I [ 9 l 74 |
Check One

{x! Certilied Public Accountant [ 7Y ] FON SEC USE

() Public Accountant [ 6 l ,

i

\‘ Accountont not resident in United States or
any ol its possessions

l L '

DO NOT WIITE UNDER TINS LINE .., FOIN SEC USE ONLY

WONK LOCATION NErONT DATE

MM/DOIY Y

DOC. 50, NO. cAnD

61 I

| 53

- o R -19-
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Nexus Financial, Inc.

Computation for Determination of Reserve
Requirements in accordance with Rule 15c3-3

and

Reconciliation of Computation of Reserve
Requirements pursuant to Rule 17ab(d) (4)

and

Information Relating to the Possession or
Control Requirements under Rule 15c¢3-3

Under the Securities Exchange Act of 1934

December 31, 2002 and 2001

Under Rule 15c3-3(k) (2) (B) Nexus Financial, Inc. 1is exempt

- from a computation for determination of Reserve Requirements

as required under Rule 15c¢3-3 the respective Reconciliation
of Computation for determination of Reserve Requirements as
required under Rule 17A5(d) (4) and information relating to
the possession or control required under Rule 15¢c3-3.

-20-




Nexus Financial, Inc.

Computation of Aggregate indebtedness and net capital in

accordance with Rule 15c-1 under the Securities Exchange Act
of 1934.

December 31, 2002

Aggregate indebtedness:

Accrued expenses $ 3,345
Total aggregate indebtedness $ 3,345

Net capital:
Credit items:

Retained earnings 521,359
Unrealized loss on marketable securities (904)
Additional paid-in capital and common stock 11,550
Total credit items $32,005
Deductions and charges:
Nonallowable assets S 3,300
Total deductions and charges $ 3,300
Net capital $28,705
Capital requirements:
Required capital $ 5,000
Net capital in excess of requirements 23,705
Net capital $28,705
Percent of aggregate indebtedness toc net capital 12%

There were no liabilities subordinated to claims of general
creditors.

~-21-




Nexus Financial, Inc.

Reconciliation of Net Capital Pursuant to rule 15c¢3-1

Under the Securities Exchange Act of 1934

December 31, 2002

Computation of Net Capital

Net capital as reported on l17a-Part IIA
(Focus Report) as of December 31, 2002

Adjustments:

Unrealized loss on marketable securities
Federal & state income tax payable
Expense adjustment

Adjusted net capital

—02-

$32,810

(904)
(3,345)
144

$28,705




. . R 617 North 17t Street
\ R_[(JI<OI{DS &ASSOCIATES’ P.C. Colorado Springs, CO 80904

CERTIFIED PUBLIC ACCOUNTANTS (719) 444-0770 (800) 480-0770 Toll Free
(719) 444-0909 Fax (877) 457-2232 Toll Free Fax

Accountants’ Report of Material Inadequacies

Our examination of the basic financial statements presented in
the preceding section of this report was made in accordance with
rule 17a-5(j). In our opinion, no material inadequacies were
found to exist in the accounting system and procedures or the
system for handling and safeguarding customer’s securities during
the periods ended December 31, 2002 and December 31, 2001.

Vikydy /trccialia P C.
7ELC%Z7Z42 f7@¢¢¢CL4127/ F{C:w
Rickords & Associates, P.C.
February 18, 2003
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R . o . 617 North 17t Street
\\\ RICKORDS &ASSOCIATIES, P.C. Colorado Springs, CO 80904

CERTIFIED PUBLIC ACCOUNTANTS (719) 444-0770 (800) 480-0770 Toll Free
/// (719) 444-0909 Fax (877) 457-2232 Toll Free Fax

Board of Directors
Nexus Financial, Inc.

In planning and performing our audit of the financial statements

and supplemental schedules of Nexus Financial, Inc., (the Company)
for the year ended December 31, 2002, we considered its internal
control structure, including procedure for safeguarding

securities, 1in order to determine our auditing procedures for the
purpose of expressing our opinion on the consolidated financial

statements and not to provide assurance on the internal control
structure.

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 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 witﬁ the requirements for prompt payment for

securities under Section 8 of Federal Reserve . -

- : Regulation T of the Board of Governocrs of the Federal
: Reserve System

The management of the Company is responsible for establishing and
maintaining an internal control structure  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 control structure policies and procedures, and of the
practices and procedures referred to in the preceding
paragraph,and to assess whether those practices and procedures can

_24-




Nexus Financial, Inc.
February 18, 2003
Page 2

Be expected to achieve the SEC’s above-mentioned objectives. Two
of the objectives of an internal control structure 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 1in accordance with
generally accepted accounting principles. Rule 17a-5(g) 1lists
additional objectives of the practices and procedures listed in
the preceding paragraph.

Because of inherent limitations in any internal control structure
or the practices and procedures referred to above, errors or
irregularities 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 inadeguate because of changes in conditions
or that the effectiveness of their design and operation may
deteriorate.

OQur consideration of the internal control structure would not
necessarily disclose all matters in the internal control structure
that might be material weaknesses under standards established by
the 2ZAmerican Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation
of the specific internal control structure elements does not
reduce to a relatively low level the risk that errors or
irregularities 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 internal controls structure, including
procedures 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 1its 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 procedure were adequate at December 31, 2002 to meet
the Commission’s objectives.

-25-




Nexus Financial, Inc.
February 18, 2003
Page 3

This report is intended solely for the information and use of the
Board of Directors, management, the SEC, National Association of
Securities Dealers, Inc. (NASD), 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
should not be used for any other purposes.

. ’ ..
Btk | apmviclisy P-C.
Fetode  tageccale, P. C.
Rickords & Associates, P.C.
February 18, 2003
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