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OATH OR AFFIRMATION
I, _Rick Meehleis _ , swear (or affirm) that, to thel
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Excalibur Financial Group, Inc. ,as of December 31 ,2002 , are true and

correct. I further swear (or affirm) that neither the company nor any partner, proprietor, prmcxpal officer or director has any
proprietary interest 1n any account classified solely as that of a customer, except as follows:

None

Signed (—D/\_B Date 3/ 3//03
N/

Subscribed and sworn to before me
this=l ST day of MMALZLH , 2003
in the county of W& P

state of Colorado.

MY COMMISSIDS! EXPRES: AUSUST 27, 2008

This report** contains (check all applicable boxes): I
® (a) Facing page.
. ® (b) Statement of Financial Condition.
® (c) Statement of income (Loss). I
® (d) Statement of Ghangcs—m—Fmamra—l—Gond-mon Cash Flows
R (e) Statement of Changes in Stockholders’ Equity of Partners” or Sole Proprietor’s Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. I
® (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 (j) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the Computation
for Determination of Reserve Requirements Under Rule 15¢3-3.
0O (k) AReconciliation between-the audited and unaudited Statements of Financial Condition with respect to methods of consolidation.
® () An Oath or Affirmation. l
O (m) A copy of the SIPC Supplemental Report.
O (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
® (o) Independent Auditors’ Report on Internal Control Structure. I

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

Board of Directors
Excalibur Financial Group, Inc.
Fort Collins, Colorado

We have audited the accompanying statements of financial condition of Excalibur Financial
Group, Inc. as of December 31, 2002 and 2001 and the related statements of operations, stockholders'
equity, and cash flows for the years then ended. 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 audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audits 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 audits provide 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 Excalibur Financial Group, 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 accounting
principles generally accepted in the United States.

Our audits were made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information section, presented for the purposes of additional
analysis, is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 of the Securities and Exchange Commission. Such information has been sub-
jected 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.

O s sy mwm%f% C.

March 28, 2003

5801 West 1™ Street « Suite 300 (970) 352-7990
Greeley, Colorado 80634-4813 FAX (970) 352-1855
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EXCALIBUR FINANCIAL GROUP, INC.

STATEMENTS OF FINANCIAL CONDITION

December 31

2002 2001

ASSETS

Current Assets:
Cash ‘
Certificate of deposit
Commissions receivable
Furniture, net of accumulated depreciation of $5,190

$ 2,410 § 7,475

6,000 6,000
- 19,677
1,358 1,943

TOTAL ASSETS

$ 9,768 $ 35,095
LIABILITIES
Accounts Payable $ 1,000 $23,000
Total Current Liabilities 1,000 23,000
STOCKHQLDER'S EQUITY
Common Stock, $.001 par value; 100,000 shares authorized;
100,000 shares issued and outstanding 100 100

Additional Paid-in Capital
Retained Earnings (Deficit)

19,521 12,400
(10,853) (405

Total Stockholder's Equity

8,768 12,095

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

$ 9,768 §35,095

See Accompanying Notes to Financial Statements.
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EXCALIBUR FINANCIAL GROUP, INC.

STATEMENTS OF STOCKHOLDER'S EQUITY

Additional

Common Paid-in  Retained

Years Ended December 31, 2001 and 2002 Stock  Capital Eamings  Total
Balance, January 1, 2001 $ 100 $ 12,400 §$ 21,427 §$ 33,927
Net Loss - - (21,832) (21,832)
Balance, December 31, 2001 100 12,400 (405) 12,095
Contributed Capital - 7.121 - 7121
Net Loss - - (10,448) (10,448)
Balance, December 31, 2002 $§ 100 $ 19,521 $(10,853) § &,768

See Accompanying Notes to Financial Statements.



EXCALIBUR FINANCIAL GROUP, INC.

STATEMENTS OF EARNINGS

Years Ended December 31 2002 2001

Revenue: |
Commissions $224,783 $ 398,172
Interest 146 282

Total Revenue 224,929 398,454

Expenses:
Accounting 665 1,000
Auto expenses 15,326 12,711
Commissions 153,675 300,339
Depreciation 585 818
Insurance 3,125 4,655
Postage 2,014 2,552
Professional services 1,500 13,135
Rent 3,457 8,031
Taxes and licenses 2,757 3,581
Telephone 6,642 7,673
Travel and promotion 45,103 64,558
Other | 528 1,233

Total Expenses 235,377 420,286
Earnings (Loss) Before Income Taxes (10,448) (21,832)

Income Tax Expense

NET EARNINGS (LOSS)

$ (10,448) $ (21,832)

See Accompanying Notes to Financial Statements.




EXCALIBUR FINANCIAL GROUP, INC.

STATEMENTS OF CASH FLOWS

Years Ended December 31

2002 2001

Cash Flows From Operating Activities:
Cash received for commissions
Cash paid to suppliers and independent contractors
Interest received
Income taxes paid

$ 244,460 § 401,454
(249,671)  (397,468)
146 282

Net Cash Provided (Used) by Operating Activities

(5,065) 4,268

Cash Flows from Investing Activities

Cash Flows from Financing Activities

Net Increase (Decrease) in Cash

Cash, Beginning of Year

(5,065) 4,268
7,475 3,207

Cash End of Year

$ 2410 § 7475

Reconciliation of Net Earnings (Loss) to Net Cash
from Operating Activities:
Net Earnings (Loss)
Adjustments:
Depreciation
Lease payments made by stockholder
(Increase) decrease in:
Commissions receivable
Increase (decrease) in:
Accounts payable

$ (10,448) $ (21,832)

585 818
7,121 -
19,677 3,282

(22,000) 22,000

Net Cash Provided (Used) by Operating Activities

$ (5,065) § 4,268

Noncash Financing and Investing Activities:

Contributed capital from lease payments made by stockholder

$ 7,121 § -

See Accompanying Notes to Financial Statements.



EXCALIBUR FINANCIAL GROUP, INC.

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies:

The accounting and reporting policies of Excalibur Financial Group, Inc. (the Company),
conform to generally accepted accounting principles. The following summary of significant
accounting policies is presented to assist the reader in evaluating the Company's financial
statements.

Nature of Operations:
The Company sells annuities, universal life policies and leasing limited partnerships, each
- of which is placed directly with the underwriting companies. The Company’s customers
are located throughout the United States

Furniture, Equipment and Depreciation:
" Furniture and equipment are recorded at acquisition cost or fair market value at time of
contribution. Depreciation is computed using accelerated methods over the assets'
estimated useful lives.

Income Taxes:
- Deferred tax liabilities or assets, net of any applicable valuation allowance for deferred
' tax assets, are recognized for the estimated future tax effects attributable to tax carry-
- forwards. Temporary differences between book and tax reporting relate to the cash basis
- used for income tax reporting.

Use of Estimates:
The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
- reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Note 2 - Operating Leases:

The Company leases office space under a month-to-month lease requiring monthly
payments. The Company also leased two vehicles under operating leases requiring monthly
payments of $846 and $408 through August 2003 and August 2004, respectively. During
2002, the stockholder made $7,121 of the auto lease payments on behalf of the Company,
which is reported as additional paid-in capital. Total lease expense for 2002 and 2001 was
$18,505 and $20,742, respectively. Future minimum lease payments at December 31, 2002
are $10,818 in 2003, and $2,856 in 2004.




Note 3 - Income Taxes:

Years Ended December 31 2002 2001

Current income tax expense ' § - § -
Deferred income tax expense (benefit) - ~

Income Tax Expense (Benefit) § - y -

Amounts of deferred tax assets are as follows:

December 31 2002 2001
Deferred tax asset related to net operating loss

carryforwards § 795 § 355
Valuation allowance (795) (355
Net Deferred Tax Asset $ - & -

Realization of the deferred tax asset is dependent on generating sufficient taxable income
prior to expiration of the net operating loss carryforwards. The amount of the net deferred
tax asset considered realizable could change in the near term if estimates of future taxable
income during the carryforward period change. The remaining net operating loss
carryforward at December 31, 2001 is approximately $5,300.

Note 4 - Regulatory Requirements:

The Company is required to maintain a minimum net capital, as defined under Rule 15¢3-1
of the Securities Exchange Act of 1934. Net capital may fluctuate on a daily basis. At
December 31, 2002, the Company had net capital of $7,410 and the minimum net capital
requirement was $5,000.

Note 5 - Concentration of Credit Risk:

During 2002, the Company sold investment products of two companies which represent
42% and 42%, respectively, of the Company’s commission revenue. During 2001, the
Company sold investment products of three companies which represent 58%, 18% and
16%, respectively, of the Company’s commission revenue.
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Independent Auditors' Report on Internal Control

Board of Directors
Excalibur Financial Group, Inc.
Fort Collins, Colorado

In planning and performing our audit of the financial statements of Excalibur Financial Group,
Inc. (the Company) for the year ended December 31, 2002, we considered its internal control 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, asrequired 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 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 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:

w making the quarterly securities examinations, counts, verifications and comparisons
w recordation of differences required by rule 17a-13

w 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 management's authorization and recorded properly to permit the
preparation of financial statements in conformity with generally accepted accounting principles. 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.

5801 West 11" Street » Suite 300 (970) 352-7990
Greeley, Colorado 80634-4813 FAX (970) 352-1855
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Independent Auditors' Report on Internal Control - Continued

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 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 the following matter involving the control environment, accounting
system and control procedures and their operation that we consider to be a material weakness as defined
above. This condition was considered in determining the nature, timing and extent of the procedures
to be performed in our audit of the financial statements of Excalibur Financial Group, Inc. for the year
ended December 31, 2002, and this report does not affect our report thereon dated March 28, 2003.

An effective internal control structure should have an adequate segregation of duties among the
employees so that a system of checks and balances is established. The primary accounting functions of
the Company are performed by one person and appropriate supervision is not available. We realize it
is difficult to segregate duties when there is a limited number of employees. However, we believe that
it is important that management be aware that whenever a limited number of people are in control of the
accounting function, there is a greater risk that errors or other irregularities, either intentional or
unintentional, will occur and not be detected in a timely manner.

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, except for the material weakness described
above, we believe that the Company's practices and procedures were adequate at December 31, 2002
to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the National Association of Securities Dealers, and other regulatory agencies that rely on rule
17a-5(g) under the Securities Exchange Act 0of 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.

Ordinm s ~\—N\JINA§L

March 28, 2003

-10-




FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER ORDEALER EXCALIBUR FINANCIAL GROUP, Inc. as of __December 31, 2002

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial Condition ..................... T $ 8,768 3480
2. Deduct ownership equily not allowable for Net Capital ..... ... ... ... ... . .o X; ng ) )73490
3. Totat ownership equity qualified for Net Capital ......... .. ... i i 8,768 3500
4. Add: S
A. Liabilities subordinated to claims of general creditors allowable in computation of net capital ............. 3520
B. Other (deductions) or allowable Credits (LISt . . .. ..+ o' veee e oo e - 38
5. Total capital and allowable subordinated HabiIES . . . ... ... .. \\over e e $ 8,768 3530
6. Deductions and/or charges: % S
A. Total non-allowable assets from Statement of Financial Condition (NotesBandC)  §$ 1,358 3540)
B. Secureddemand notedeficiency ............ i 3590
- C. Commodity futures contracts and spot commodities-proprietary capital charges 36001
D. Other deductions and/or charges ............covivvierinrianieein .. 13610; ( 1,358 )3620
7. Other additions and/or allowable credits (List) . ... ¥ :3630
8. Net capital before haircuts on securities positions .. ........ ... i 0% 7,410 3640
9. Haircuts on securities (computed, where applicable, pursuant to 15¢3-1 (f)): .
A. Contractual securities commitments . ..................... ... $ 5@
B. Subordinated securities DOTOWINGS . .. ... ... ..oveveeereeentn 3670,
C. Trading and investment securities: A
1. Exemptedsecurities ......... . .. ... % 5735
2. DEDUSECUMHES . ...\ e e et 3733
3 OPHOMS L 3730
4. Othersecurities ...........coiiiiiiii i 3734
D. UndueConcentration ......... ... it 3650
E. Other (LIst) ..o 37361 ( )3740
10, NELCADHAL ... oo et e $ 7410 3750

OMIT PENNIES

Nonallowable assets (line 3540):
Furniture and equipment § 1,358
Commissions receivable > 30 days -

$ 1,358

Explanatory Note:

The Computation for Determination of the Reserve Requirements under Exhibit A of Rule 15¢3-3 was not included as the
Company 1s exempt from such under provisions of Rule 15¢3-3.

378 -11-



FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT I

: ‘ PART IIA o
' BROKER ORDEALER  EXCALIBUR FINANCIAL GROUP, Inc. as of __December 31, 2002 l
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
11, Minimum net capital required (6-2/3% O iNe 19) ... ....... .. ... \uiiiieiiii e $ 87 1%
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement I
of subsidiaries computed in accordance with Note (A) .. ... $ 5, ooo 3758
13. Netcapital requirement (greaterof line 11 or12) .............. $ 5 000 _ _3760
14. Excess netcapital (N8 101855 13) ...\t iet it et et v $ 2 4_10_ 3
15. Excess net capital at 1000% (line 10less 10% of ine 19) . ... .o it 2% 7,310 3780
‘ COMPUTATION OF AGGREGATE INDEBTEDNESS I
16. Total A.1. liabilties from Statement of Financial Condition $ 1,000 3790
17. Add: v I
A. Drafts for immediate credit ... ............coiiiiii e 21.$ 13800.
B.  Market value of lsecurities borrowed for which no equivalent
valueis paidorcredited . ... ... ... $ 3810 l
¢. Other unrecorded amounts (List) ....................o oo $ 3820'$ o 3830
19, Total aggregate INAEDIEANESS . ... ..\ \ 'ttt $ 1 000 3840
20. Percentage of aggregate indebtedness to net capital (ine 19+ byfine10) ........................ .. ... ... k. 13 5 3650
21. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1(d) ........................ % 1 380
' COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT I
Part B

22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule

15¢3-3 prepared as of the date of the net capital computation including both brokers or dealers 4 I

and consolidated subsidiaries’ debits . ... ... $ N/A 3870
23, Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital v o

requirement of subsidiaries computed in accordance with Note (A) ........ ... ... ... ... . .. . Bg NA 3880
24, Net capital requirement (greaterof line 2201 23) . . ... ... i SR NA- 3760
25. Excessnetcapital (lne 101ess24) ... .. ... . $  NA 3910
26. Netcapital in excess of: I
26. 5% of combined aggregate debititems or $120,000 ... ... 3 - N/A 3920

OMIT PENNIES

NOTES: I
(A)  The minimum net capital requirement should be computed by adding the minimum doliar net capital requirement of the

reporting broker dealer and, for each subsidiary to be consolidated, the greater of:

1. Minimum dollar net capital requirement, or l

2. 8-2/3% of aggregate indebtedness or 2% of aggregate debits if aiternative method is used.
(B) Do notdeduct the value of securities borrowed under subordination agreements or secured demand note covered by

subordination agreements not in satisfactory form and the market values of memberships in exchanges contributed

for use of company (contra to item 1740) and partners’ securities which were included in non-allowable assets. I
©) For reports filed pursuant to paragraph {d) of Rule 17a-5, respondent should provide a list of material non-allowable

assets. I

-124
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EXCALIBUR FINANCIAL GROUP, INC.

Reconciliation of Audited and Unaudited
Computation of Net Capital Pursuant to Rule 15¢3-1

December 31, 2002

Net capital as reported in the Company's Part 1A (Unaudited) Focus Report

$ 7410

Less: Commissions receivable > 30 days -

Net Capital as Reported in the Accompanying Audited Financial Statements § 7410
-13-



