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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Kevin G. Breard, C.P.A - An Accountancy Corporation
(Name ~ 1f indvidual, state last, first, middie name)
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OATH OR AFFIRMATION

I, Weiming Ho , swear (or affirm) that, to the best of

my knowledge and belief the accompanying ﬁnanmal statement and supportmg schedules pertaining to the firm of
Integral Financial, LLC , as

of December 31, 2003 , are 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 solely as that of a customer, except as follows:

State of (" L

County of b (e T T Signaufre v o
Subscribed and sworn (or affirmed) to Presid ’
before ne this zi day of,jan ," o‘.\/[\,-__ St e, Presidemt o pano
CoLt it B nsig Dlarit o MR s s e D s
Dt 2 M P SRR P
Notary Public S o s (“'NOTARY PUBLIC - CAUFORNIA i
: Bl o
g,s(gp;:;ngc;?;ms (check . apphcab]e boxes) g TR .MyC.ommlsswn Exp.April 20,2004 ¥ ..
B (b) Statement of Financial Condition. W S
B (c) Statement of Income (Loss)
& (d) Statement of Changes in Cash Flows ] .
® (e) Statement of Changes in Stockholders’ Equity or P: rtners or Sole Propnetors Capltal R
B (fH Statement of Changes in Liabilities Subordmated to! Clalms of. Credxtors LT ey
R @) Computation of Net Capital. . - 1 : SRRV
& (h) Computation for Determination of Reserve Reqmrements Pursuant to Rule l5c3 3 e
R (i) Information Relating to the Possession or Contro! Requiréments Under Rule 15¢3- 30 e e
0 0) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3 3 and the
- Computation for Determination of the Reserve-Requirements Under Exhibit A of Rule 15¢3-3. s
0 (k) A Reconciliation between the audlted and unaudxted Statemems of Fmancxal Condmon wnh respect to methods of
consolidation. o L . _
B (1) An Oath or Affirmation.’ I R T S PR
8 (m) A copy.of the SIPC Supplemental Report. . ".i; oiwevs o i T BESSERIETS S IS BN

.(n) Areport descnbmg any matenal madequacues found to ex1st or found to have exxsted smce the date of the prevmus audnl.

**For conditions of confidential treatment of certain portions of this filing, see .‘sectio'n 240.I7a-5 (e)(3). -
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KEVIN G BREARD, CPA

AN ACCOUNTANCY CORPORATION

‘Independent Auditor’s Report

P .

Board'of Diréctors
Integral Financial, LLC

I have audited the accompanying statement of financial condition of Integral Financial, LLC as of
December 31, 2003, and the related- statements-of-income, changes in member’s equity, and-cash
flows for the year then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange
Act 0f'1934. These financial statements are the responsibility of the Company's management. My
responsibility is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatements. An audit includes
examining on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An auditalso includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. I believe
that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to.above present fairly, in all material respects, the
financial position of Integral Financial,- LEC as. of December 31, 2003, and the results of their
operations and their cash flows for the year then ended in conformlty with accounting prlnmples
generally accepted in the Unitéd States of Amenca

IR

My exammatlon was: made for the purpose of formmg an’ opmlon on the basic financial statements
taken as'a whole. The infofmatiofi’ coritaitiéd on Schedules -1 are presented for purposes of
additional analysis and is not required as part of the basic financial statements, but as supplementary
information requ1red by rule 17a-5 of the Secuntles and Exchange Commission. Such information
has been siibject to the' aiiditing- procediirss applied 'in ‘thé ‘examination of the basic financial -
statements and, in my opinion, is fairly stated in all material respect in relating to the basic financial
statements taken as a whole and in conforrnlty with the rules of the Securities and Exchange
Commission.

WW

Kevin G. Breard
Certified Public Accountant

Northridge, California
January 12, 2004
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Integral Financial, LLC
Statement of Financial Condition

December 31, 2003
Assets

Cash $ 31,911
Receivables from broker-dealers 5,374
Deposits held at clearing firm 50,389

Furniture, fixtures and equipments,
net of $2,940 accumulated depreciation 8,850
Deposits 1.600
Total assets $ 98.124

Liabilities and Member’s Equity
Liabilities

Accounts payable $ 2,583

Commissions payable 2.193

Total liabilities 4,776
Member’s equity

Member’s equity

93.348

Total member’s equity

93,348

Total liabilities and member’s equity $ 98,124

The accompanying notes are an integral part of these financial statements.
-1-




Integral Financial, LLC
Statement of Income
For the year ended December 31, 2003

Revenue

Commission revenue
Consulting revenue

Other
Total revenue
Expenses
Advertising
Commission expense
Rent

Other operating expenses

Total expenses
Income before income tax provision
Income tax provision
Income tax provision

Total income tax provision

Net income

The accompanying notes are an int

$ 72,405
39,224
15.038

126,667

14,673
30,686
18,424

41.757

105,540

21,127

800

800

$ 20327

egral part of these financial statements.
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Integral Financial, LLC
Statement of Changes in Member’s Equity
For the year ended December 31, 2003

Member’s
Equity
(Deficit)

Balance on January 1, 2003 $ 88,021
Member’s distributions (15,000)
Net income 20.327

Balance on December 31, 2003 $ 93348

The accompanying notes are an integral part of these financial statements.
3.




Integral Financial, LL.C
Statement of Cash Flows
For the year ended December 31, 2003

Cash flows from operating activities:
Net income $ 20,327

Adjustments to reconcile net income (loss) to net cash
provided by operating activities:

Depreciation $ 2,221
(Increase) decrease in:
Receivables from broker-dealers (5,374)
Deposits 600
(Decrease) increase in:
Accounts payable 2,583
Commission payable 2,193
Total adjustments 2,223
Net cash and cash equivalents provided by operating activities 22,550

Cash flows from investing activities:

Deposit at clearing firm (50,389)
Purchase of furniture and equipment (3.762)
Net cash and cash equivalents used in investing activities (54,151)

Cash flows from financing activities:
Member distributions (15.000)

Net cash and cash equivalents used in financing activities (15.000)

Net decrease in cash and cash equivalents (46,601)
Cash and cash equivalents at beginning of year 78.512
Cash and cash equivalents at end of year $ 31911

Supplemental disclosure of cash flow information:
Cash paid during the year for

Interest
Income taxes

& B

800

The accompanying notes are an integral part of these financial statements.
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Integral Financial, LLC
Notes to Financial Statements
December 31, 2003

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General

Integral Financial, LLC (the "Company"), was incorporated in the State of California on
February 2, 2002. The Company is registered as a broker-dealer with the Securities and
Exchange Commission (SEC) and is a member of the National Association of Securities Dealers
(NASD), and the Securities Investors Protection Corporation (SIPC).

The Company does not hold customer securities, and trades on a fully disclosed basis through
Southwest Securities, Inc. Commission income consist of security traders of buys and sells.
Consulting income consist of assisting brokers pass NASD exams.

Summary of Significant Accounting Policies

The presentation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the reporting period. Actual results could differ from those estimates.

For purposes relating to the statement of cash flows, the Company considers all highly liquid
debt instruments purchased with a maturity of three months or less to be cash equivalents. The
Company also includes money market accounts as cash equivalents.

Accounts receivables are stated at face amount with no allowance for doubtful accounts. An
allowance for doubtful accounts is not considered necessary because probable uncollectible
accounts are immaterial.

Furniture, fixtures and equipments are stated at cost. The Company depreciates its furniture,
fixtures and equipment using the straight line method of depreciation over the property and
equipment’s useful lives of five to seven years.

Commission income and expenses are recorded on trade date basis.
Advertising costs are expensed as incurred.

The Company has elected to be a Partnership and accordingly has its income taxed under of the
Internal Revenue Code, which provides that in lieu of corporate income taxes, the stockholders
are taxed on the Company's taxable income. Therefore, no provision or liability for Federal
income taxes is included in these financial statements. The State of California has similar
regulations, although there exists a provision for a minimum Franchise tax and a gross receipt tax
over the minimum Franchise fee of $800




Integral Financial, LLC
Notes to Financial Statements
December 31, 2003

Note 2: DEPOSITS HELD AT CLEARING FIRM
The Company has deposited $50,389 with Southwest Securities, Inc. as security for its

transactions with them. Interest is paid monthly on the deposit at the average overnight
repurchase agreement rate.

Note 3: FURNITURE, FIXTURES. AND EQUIPMENTS, NET

The fumiture, fixtures, and equipments are recorded at cost.

Depreciable
Life Years
Furniture and fixtures $ 2,457 7
Equipments 9,333 5
11,790
Less accumulated depreciation (2.940)
Furniture, fixtures, and equipments, net $ 8.850

Depreciation expense for the year ended December 31, 2003 was $2,221.

Note 4: INCOME TAXES

As discussed in the Summary of Significant Accounting Policies (Note 1), the Company has
elected the Partnership tax status, therefore no federal income tax provision is provided.

All tax effects of the partnership’s income or loss are passed through to the partners individualily.
The company recorded $800 in its tax provision in accordance with California limited
partnership regulations.

Note5S: RENT EXPENSE

Current year rent expense consists of the following:

Office rent $ 18,424




Integral Financial, LLC
Notes to Financial Statements
December 31, 2003

NOTE 6: RECENTLY ISSUED ACCOUNTING STANDARDS

In January 2003, the FASB issued Interpretation 46, Consolidation of Variable Interest Entities.
In general, a variable interest entity is a corporation, partnership, trust, or any legal structure used
for business purposes that either (a) does not have interest entity investors with voting rights or
(b) has equity investors that do not provide sufficient financial resources for the entity to support
its activities. Interpretation 46 requires a variable interest entity to be consolidated by a company
if that company is subject to a majority of the risk of loss from the variable interest entity’s
activities or entitled to receive a majority of the entity’s residual returns or both. The
consolidation requirements of Interpretation 46 apply immediately to variable interest entities
created after January 31, 2003. The consolidation requirements apply to transactions entered into
prior to February 1, 2003 in the first fiscal year or interim period beginning after June 15, 2003.
Certain of the disclosure requirements apply in all financial statements issued after January 31,
2003, regardless of when the variable interest entity was established. The adoption of the
Interpretation on July 1, 2003 did not have a material impact on the Company’s financial
statements.

In April 2003, the FASB issued SFAS 149, Amendment of Statement 133 on Derivative
Instruments and Hedging Activities, which amends and clarifies accounting for derivative
instruments, including certain derivative instruments embedded in other contracts, and for
hedging activities under SFAS 133. The Statement is effective for contracts entered into or
modified after June 30, 2003. The adoption of this Statement did not have a material impact on
the Company’s financial statements.

In May 2003, The FASB issued SFAS 150, Accounting for Certain Financial Instruments with
Characteristic of both Liabilities and Equity. The Statement establishes standards for how an
issuer classifies and measure certain financial instruments with characteristics of both liabilities
and equity. It requires that an issuer clarify a financial instrument that is within it scope as a
liability ( or an asset in some circumstances). It is effective for financial instruments entered into
or modified after May 31, 2003, and otherwise is effective at the beginning of the first interim
period beginning after June 15, 2003. The adoption of this Statement did not have a material
impact on the Company’s financial statements.




Integral Financial, LLC
Notes to Financial Statements
December 31, 2003

Note 7: NET CAPITAL

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 8 to 1. Net capital
and aggregate indebtedness change day to day, but on December 31, 2003, the Company had net
capital of $81,890, which was $31,890 in excess of its required net capital of $50,000; and the
Company's ratio of aggregate indebtedness ($4,776) to net capital was 0.06 to 1, which is less
than the 8 to 1 maximum ratio allowed for a first year broker/dealer.




Integral Financial, LLC
Schedule I - Computation of Net Capital Requirements
Pursuant to Rule 15¢3-1

As of December 31, 2003
Computation of net capital
Member’s equity § 93348
Total Member’s equity $ 93,348
Less: Non allowable assets
Furniture, fixtures and equipments, net (8,850)
Prepaid expenses (1.600)
Total non-allowable assets (10,450)
Net capital before haircuts 82,898
Less: Haircuts
Haircuts on money market accounts (1,008)
Total Haircuts (1.008)
Net Capital 81,890

Computation of net capital requirements

Minimum net capital requirements

12 1/2 percent of net aggregate indebtedness $ 597
Minimum dollar net capital required 50.000
Net capital required (greater of above) (50,000
Excess net capital $ 31,890
Ratio of aggregate indebtedness to net capital 0.06: 1

There was no material difference between net capital shown here and net capital as reported on
the Company's unaudited Form X-17A-5 report dated December 31, 2003.

See independent auditor's report.




Integral Financial, LLC
Schedule IT - Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3
As of December 31, 2003

A computation of reserve requirement is not applicable to Integral Financial, LLC as the
Company qualifies for exemption under Rule 15¢3-3 (k)(2)(ii).

See independent auditor's report.




Integral Financial, LLC
Schedule I1I - Information Relating to Possession or Control
Requirements Under Rule 15¢3-3
As of December 31, 2003

Information relating to possession or control requirements is not applicable to Integral Financial,
LLC as the Company qualifies for exemption under Rule 15¢3-3 (k)(2)(i1).

See indevendent auditor's report.




Integral Financial, LLC
Supplementary Accountant's Report
on Internal Accounting Control
Report Pursuant to 17a-5

For the Year Ended December 31, 2003




KEVIN G BREARD CFPA

AN ACCOUNTANCY CORPORATION

Board of Directors
Integral Financial, LLC

In planning and performing my audit of the financial statements of Integral Financial, LLC for
the year ended December 31, 2003, I considered its internal control structure, for the purpose for
safeguarding securities, in order to determine my auditing procedures for the purpose of
expressing my opinion on the 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, I have made a
study of the practices and procedures followed by Integral Financial, LLC including tests of such
practices and procedures that I considered relevant to objectives stated in rule 17a-5(g), in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule
15¢3-3. Because the Company does not carry security accounts for customers or perform
custodial functions relating to customer securities, I did not review the practices and procedures
followed by the Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications and
comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section

8 of Federal Reserve Regulation T of the Board of Governors of the Federal
Reserve System

The management of the Company is responsible for establishing and maintaining internal control
structure and the practice and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgements 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 proceeding paragraph and to assess whether those practices and
procedures can be expected to achieve the Commission'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 preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.
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