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" OATH OR AFFIRMATION

I, Garv Flater - SRR : - L ., swear(or afflrm) that, to the best of
my knowledge and belief the accompanymg ﬁnanc1al statement and supportmo schedules pertammg to the firm of
4MCI Fmanmal Gmunalnc : L : - ‘ ~ - ‘as
_ December31 S , \ . : 20 01 are true and correct I further swear (or affirm) that

, nelther the company nor any partner, proprletor pr1nc1pa1 offlcer or dlrector has any proprletary mterest in any account

cla551ﬁed solely as that of a customer; except as fol ows
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" This report *** contams (check all app 1cab1e boxes)

. (a)_ FacingPage. =~ .. . , o S .
(b) Statement of Financial Condmon i ' I o L b
() Statement of Income-(Loss). : ' : " ‘ ‘
(d). Statement of Changes in F-mane&al-@end-men Cash Flows :
" (e) Statement-of Changes in Stockholders’. Equity or. Partners’ or Sole Proprletors Capltal
'(f) Statement’of Changes in Liabilities Subordmated to Clatms of Creditors.
(g) Computation of Net Capital. - ‘ L
{h) Computation for Determination of Reserve Requlrements Pursuant to Rule 15¢3- 3
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3. .
(i} A Reconciliation, including appropriate explanation of the Computation of Net Caplta] Under Rule 1503 -3 and the ..
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. o
(k) A Reconciliation betwéen the audited and unaudlted Statements of Fmanc1a1 Condition with respect to methods of
‘ consohdatlon ( : ' g R
‘(). An Oath or Afﬁrmatlon '
(m) A copy of the' SIPC Supplemental Report. :
“(n) Areport descrlbmg any material 1nadequac1es found to eXISt or found to have ex15ted smce the date ofthe previous audxt

**For condztzons ofconfdentlal treatment ofcertam portzons ofthzsflmg see section 240. 17a- 5(9)(3)
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Mason Russell West LLC

739 West Lmleton Bivd.
Littleton, Co 80120-2337
Telephone 303-797-9101  Fax 303-795-3356
_ . ' ‘e-mail: cpas@mrwilc.com A '
DICK MASON , , , ‘ . - CERTIFIED PUBLIC ACCOUNTANTS :
_ RAY RUSSELL, JR R o : B : CONSULTING SERVICES

_ Repo‘rt of Independent C'értifiéd ‘Pu-bli‘c Accountants

“The Board of D1rectors and Stockholder ’
MCL Financial Group, Inc.
thtleton Colorado '

‘ ‘We have audlted the accompanytng statements of financial condltlon of MCL Flnanmal Group, Inc.

. as of December 31, 2003 and 2@02 and the related statement of operations, cash flow and

- ‘stockholder’s equlty for the two 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 respon51b111ty 1S. to express an oplnlon on these ﬁnanc1a1 statements based on our
audits. ' '

We conducted our audits in accordance w1th auditing standards generally accepted in the United
States of America. 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 fest basis, ev1dence 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 ﬁnancml statement presentatlon We believe
- that our audits provide a reasonable basw for our opnnon :

_Inour opinion ‘the 2003 and 2002 financial staternents referred to above present fairly, in all material
respects, the financial position of MCL Financial Group, Inc. at December 31, 2003 and 2002 and the =
results of its operations, cash ﬂows and changes in stockholder’s equity for the two years then ended

in conformlty with accountlng pmnc1p1es generally accepted in the United States of America.

Our. aud1t was conducted for the purpose of fornnng an oplmon on the basic financial statements
taken as a whole. The information contained in the supplementary schedule on page 11 is presented'

for purposes of additional analysis and is net a required part of the basic financial statements, but is

supplementary information required by Rule 17a-5 of the Securities 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 opiniorn, 1s falrly stated in all material respects in relatlon to the bas1c financial |

: statements taken as a whole ' W M%

"‘lﬁthtleton Colorado
. January 29, 2004

MR THE INTERNATIONAL

l@“' Member Firms in Pnnapat Cities Around the World

GROUP OF
ACCOUNTING
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MCL Fmanmal Group, Inc

Statements of Fmancnal Condition

: _December 31, 2003 _angl 2002

 Assets
" Current Assets

- Cash ‘ _

- 'Restricted cash
Trade accounts receivable -
Prepaid-expenses

Total Current Assets

Total Assets B

Llabulltles and Stockholder s Eqwty _

Current Llablhtles

Accounts payable and accrued expenses SO

' Marketing reimbursement payable .
Capital allocations fees payable

~ Deferrred income tax
Income taxes payable

Total Current Llablhtles o
Deferred income taxes

Stockholder s Equlty ;
Commron Stock, no par value: "~

Authonzed 5 000 000 shares, 1ssued and

outstandmg 250, OOO
Retamed earnmgs

Total Stockholders' Equlty

' Total Liabilities. and Stockholder's Equlty

izooz o

2003
$ 789,780  § . 13,058
5000 . . 5000
475,375 61,207
8,175 3253
1,278,330 82,518
$1278330 5 82518
- $1,066,543 $ 41,674
6,728 ;
8,750 ;
28,245 i
1,110,266 41,674
54384 54,384
113,680 . (13,540)
168,064 40,844 -

82518 -

$1,278,330

The aecompanying notes are an integral part of these statements. '\
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- MCL Fmanmal Group, Inc
- _Statements of Operations T
For the Years Ended December 31 2003 and 2002

L 2003 2002
' Revenues ' o L : | :
" Commissons - e 85,111,603  $ 831,785
"Other o . 788 0 -

TotlRevemwes T - .. 5112301 . 831785

Expenses « e T e . S E -

" Commissions andwages . R - 4262,167 0 413722

‘Office salaries and employee beneﬁts R o R
 Other operating= .~ Lo T 694,759 416,708

- TomlExpcnses-g G 4956926 830,430

‘NetIncome Before Taxes - 155465 1355

Provmon for Income Taxes ‘ |
Tax beneﬁt of net operating loss can‘yback B I | . S

‘ Current tax prov151on oo o e ‘_ . (28,245) ‘ -
Net'Ihcome Tax B\eﬁeﬁt (Expéhsé) - {28,245) e

Netlneome . % 127220 - § 1355

The accompanying notee are an ihtegfal part of these stétements.
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MCL Financial Group, Inc.

~ Statements of Cash Flows o
For the Years Ended December 31 2003 and 2002

" Cash F lows From Operatmg Actlvmes

Net income- :
- - Adjustments to reconcile net: mcome to net cash -
used by operatmg activities: ‘ ‘
' Roundmg difference
Changes in-operating assets and 11ab111tles '
. Tradé accounts recelvable
Prepaids- ' :
‘Payables, overdraft and accruals '
Marketing reimbursement payable -

Capital allocations fee payable
Income taxes payable

Net Cash Prov1ded (U sed) by Operatmg Act1v1t1es

Net Increase in Cash
. Cash at Begmnmg of the Yéaf
Cash at End of the Year

. Supplemental Dlsclosures of Cash Flow Informat1on
" Cash paid for interest |

Cash paid for taxes

$

The accompanying notes are an integral part of these statements.

4 .

2003 2002
127220 $ 1355
3 1
(418,168) (13,798)
4,922) - 1,235
1,024,869 13,624
6728 | ]
8,750 5
28,245 ]
776,722 2,417
776 7 a7
18,058 15,641
§ 794780 $_ 18,058
$ . 155 % -
$ 3818 § ]
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MCL Fmanmal Group, Inc

Statements of Stockholder s Equity ;
For the Years Ended December 31, 2003 and 2002

. S o " Retained
: ~ .= :Common Stock .~ ~Earnings
. Authorized = Shares  Amount ~_ (Deficity . Totals
_BalanceDecember31 2001 15,000,000 ¢ 250,000 . $ 54384  §(14,895) $ 39489
. Netincome . ST ST - 1,355 0 1,355
uVBalanceDecemberi%l 2002" ,5,000',0.() 250,000 . 54384 (13,540) 40844
. Netincome . . . ..o - . = 127220 127,220 -

" Balance December 31, 2005‘ 5000000 250,000 $ 54384  $113,680  $168,064 -

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

s



~ MCL Financial Group, Inc.
Notes to Fmancral Statements
December 31, 2003 and 2002

. Organization'ahd SignifiCant 'Acco‘Un_ting Policies

Organlzatlon and Nature of Busmess

- MCL Financial Group, Inc (the Company) was mcorporated in the State of Colorado on March.

19, 1996 for the purpose of provrdlng brokerage services.

The Company is'a reglstered broker-dealer under the Secuntres and Exchange Act of 1934 (the |
Act), with its pnncrpal activities consisting of the placement of private offermgs as well as .
traditional securities business. Underwrltmg income is recorded at the time the private offering

" is completed. Income from commissions on stock ‘transactions are recorded on a trade date

basis, which is the date that a transactlon is executed

The Company operates pursuant to paragraph (k)(2)(B) of Rule 15¢-3 of the Act and does not *

carry customer accounts or clear transactions.. Accordlngly, all consumer transactions are

-executed and cleared on behalf of the Company by Fiserv Correspondent Services, Inc. (Fiserv)

on a fully disclosed basis. The Company s agreement with Fiserv provides that, as clearing
broker, Fiserv will keep such records of the transactions affected and cleared in the customer
accounts as are customarily made and kept by a cleanng broker pursuant to the requirements of*
Rules 17a-3 and 17a-4 of the Act, and perform- all services customarily incident thereto. All

" custorrer funds and securities received, if any, are promptly transmitted directly to Fiserv. Asa

result, the Company is exempt from the temaining provisions and requirements of Rule 15¢-3 ,

~ of the Act. In November 2003, the Company changed clearmg brokers to Legent CIearmg

Corporation.

' On».Tanuary 1_, 2001, all non-hrokerage related assets,‘ liabilities and equity accounts were-
transferred to MCL Holding, Inc. (Holding) in a non-cash transaction. The result of the
-~ transaction was that the company became a wholly-owned sub51d1ary of MCL Holding, Inc

‘Cash and Cash Equlvalents : : '
For purposes of the statement of changes n ﬁnancral pos1t10n .the Company con81ders all
-~ highly liquid financial instruments purchased with a maturlty of three months or less to be cash

equlvalents

‘Use of Estlmates o

The preparation of financial statements in conforrmty with generally accepted accountmg

principles requires management to make estimates and assumptions that affect the amounts. .

reported in the financial statements and accompanylng notes. Actual results could differ from
these est1mates .



MCL Financial Group, Inc.
" Notes to Financial Statements (continued)
- .December 31, 2003 and 2002

Income Taxes

"The Comp'any recognizes deferred tax’ liabilities and assets based on the difference between the

financial statements and tax basis of asséts and liabilities. using the enacted tax rates in effect -
for the year in which the differences are expected to reverse. The measurement of deferred tax -

. assets is rediiced, if necessary, by the amount of any tax benefits that, based on avallable_
- ev1dence are’ not expected to be reahzed : ‘

Income tax 'expense differs from amounts that yvould be calculated by applying the federal . -

~ statutory rate because of the- federal surtax, state income tax rates, certain nondeductible
: expenses and net operatlng loss carrybacks if any. ‘

'For the year ended December 31, 2003 and 2002, the Company will file 2 consohdated tax

return with Holdlng The combined returns show net income of approximately $103, 000 and

$18,000, respectively. The provision for income taxes is provided for in these statements in the .

amount of $28,300. Taxes are allocated between the Corporatlons based on the net income

| (loss)-of each entity.

. Net Capital Requirements

Pu'rsua_nt‘to the net capital provisions of Rule lSc3\-lv'of the Securities and Exchange
Commission, the Company is required to maintain a minimum net- capital, as defined under -
such provisions. Net capital and the related net capltal ratio (aggregate 1ndebtedness to net

- capital) may ﬂuctuate on a dally bas1s

' Accordmg to Rule 1503 1, the Company s net capnal ratio shall not exceed 8 to 1 for the first

twelve months of operation as a broker-dealer and 15 to'1 thereafter. In addition, equity capital -

‘may not be withdrawn or cash dividends pald 1f the resultmg net capxtal ratio would exceed 10
- tol. Net capltal data is-as follows -

Net 'Capital © . Aggregate

o “Net Capital Requirements Indebtedness - Capital Ratio ‘
December 31, 2002 § 37591 S 5000 - $ 41,674 111 tol
°December'3l,2003 ‘ $ 159,188 $ . 5000 . $1,110,266 . 6.94 tol ‘

At August 31, 2003, the Company’s net capital ratio was 31 to 1.
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MCL Financial Group, Inc.
Notes to Financial Statements (continued)
' December 31, 2003 and 2002

' 4. Related Party T,rans‘actionsj

| The company occuples ‘office facﬂmes and uses office equlpment that are leased by Holding from

an entity controlled by the company’s sole shareholder. The company paid Holding a

management fee ‘of -$96,000 in 2003 and 2002. This fee includes use of the facilities and
" equipment. Because of the nature of these relationships, the amounts charged may have been

different had the parties not been related

In addltlon during the years ended December 31 2003 and 2002, the company pa1d d1v1dends to |

Holdmg in the amount of $562, OOO and $287 454 respectlvely

. _Conc‘.entrations of Risk -~

General RlSk

. The Company 1S engaged in the bus1ness of prov1d1ng broker services. Substantlally all income
' is derived from commissions earned on sales of investment securities. Commission income can
“vary due to fluctuations in the volume of transactions, the dollar value of transactions, and the

frequency of transactions, all of which are generally beyond the control of the Company. The

‘Company’s revenues are impacted by global, national, regional and local economic forces and» :
trends. Add1t1ona11y, the Company is dependent on the sales efforts of a small number of

brekers (6 in.2003): Changes in sales activities by brokers could impact the Company.
Investmg activities by a customer or group of customers could also affect the Company

Credlt Risk

At December 31 2003 the Company J bank balances exceeded the msured hrmts by $689, 780
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,_ MCL FlnanCIaI Group, Inc _
Computatlon of Aggregate Indebtedness
. and Net Capltal Pursuant to Rule 15¢3-1
For the Years Ended December 31 2003 and 2002

S 2003
Net Capltal L

12002

40,844

3253

Total stockbolders equlty o . S $ 16‘8,063”
Deductlons | R R N
‘Equipment and furmture net. . - .o SRR - -
- Receivables, from related pa:rtles S . -
Club membershlp and dep051t ST R - -
Other assets .~ o S0 8175 3,253
( Total Deductions oo R o S 8175
 TotalNetCapital - o s1s0888 § 37501
‘Aggregate Indebtedness | S o o Lo R S
Payables andaccruals . =~ $1,066,543 41,674 .
. Incometaxes payable o o R 28,245 -
| Other accrued liabilities -~~~ - .0 15478 -
" Total'Aggregite Indebtedness o ', ‘. ©$1,110,266 41,674
Computatlon of Basic Net Capltal Requlrements ] o D
Requuedrmmmumnet cap1ta1 T L. $ 5,000 " 5,000
Capltalmexcess ofrequlred mlmmum S 3. 154,888 32,591
Ratlo of aggregate mdebtedness to net cap1ta1 Lo 6.94 ’ 1.11
: Reconcﬂlatlon w1th Companys computatmn mcluded n Part II of FormX 17a-5:
Net capital, asreportedmCompanys Part II J o
(unaudited) FOCUS Report: . . -~ S j = '$ 159,888
No adJustment requ1red S S IEER .
Net capltal‘pe‘r‘abpve‘ N C 7§ 159,888 L
10 - )



Mason Russell West LLC

739 West Littleton Blvd
" Littieton, Co 80120-2337
Telephone 303-797-9101 Fax 363—795-3356
- e-mail: cpas@mrwllc.com

. DICKMASON - o S R S . CERTIFIED PUBLIC ACCOUNTANTS

RAY RUSSELL,JR ‘ S R o CONSULTING SERVICES'

Report of Independent Cert|f|ed Publlc Accountants
-~ .on
Internal Control Structure Requnred by SEC Rule 17a 5

The Board of Dlrectors and Stockholder
MCL Financial Group, Inc.
Littleton, Colorado

~ In planning and performing our audit of the financial statements of MCL Financial Group, Inc. for the
year ended December 31, 2003, we considered its internal control structure including procedures for
- safeguarding securities, in order to determine our auditing procedures for the purpose of expressing
our opinion on the ﬁnancial statements and n‘otto prOVide assurance on the 'internal control structure.

- Also, as requlred by Rule 17a-5(g) of the Securrtles and Exchange Comrmssmn (Commission), we
have made a study of the practices and procedures (mcludmg tests of compliance Wlth such practices
_and procedures) followed by MCL Financial Group, Inc. that we considered relevant to the objectives
stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate - ’
rdeblts) and’ net capital under Rule- 17a—3(a)(1 1) and the procedures for determining compliance with-
-the exemptive provisions of Rule 15¢-3-3. We do not review the practlces and procedures followed by -
‘the. Company in making the quarterly securities'examinations, counts, verifications, and comparisons,
~and the recordation of differences required by Rule 172-13 or in complying with the requirements for
~ prompt payment for. securities under Section 8 of Regulations T of the Board of Governors of the
Federal Reserve System, because the Company does not carry security accounts. for customers or
‘ perform custodial functrons relatmg to customer secuntres

The management of the Company is respons1b1e for estabhshmg and maintaining an internal control,
structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
-responsibility, estirnates and ]udgments 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 préceding paragraph and to assess whether those practlces and procedures :
~can be expected to. achleve the Commission’s above-mentloned Ob_] ectlves

‘Two of the objectives of an intemal 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 unauthonzed 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 prmc1p1es Rule
17a 5(g) lists addrtlonal objectives of the practlces and procedures listed 1 in the preceding paragraph l

R e lmnmomu.
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The Board of Drrectors and Stockholders

" MCL Financial: Group, Inc.

Page 2

. ,Because of mherent hrmtatrons n any 1nterna1 control structure or the practrces and procedures

referred to above, ErTors o fraud may. nevertheless 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 n. condrtrons or that. the effectrveness of their desrgn and operation may detenorate

‘ Our consrderatron of the 1nterna1 control structure would not necessarrly drsclose all matters in- the S

internal control structure_that m1ght ‘be material weaknesses under standards established by the

'Amerrcan Instrtute of Certified Public Accountants A materral weakness is a condition in which the - |

desrgn or operatron of the specific 1nterna1 control structure elements 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 tlmely period: by employees in the
normal course of performrng their assigned functrons However, we noted no matters involving the' '

'mtemal control structure; including procedures for safeguardrng securities, that we consider to be -~

: materral weaknesses as defined above. In"addition, our consideration of the internal control-structire ©

'mdrcated that the Company was in compliance with the condrtrons of the-exémption under Paragraph

" (k)(2)(B) of Rule 15¢3-3, and no facts came to our attentron indicating that such conditions have not

been comphed with durmg the perrod

We understand that practrces and procedures that accomphsh the ob]ectlves referred to in the second o

o paragraph of this report are considered by the Commission to be adequate for its purposes in . ',
“*accordance with the Securities and Exchange Act 0f 1934 and related regulations, the practices and -
: -procedures that do not accomphsh such objectives in all materral respects indicate a material.

inadequacy for such purposes. Based on this understandmg and on our study, we believe that the

_ 'Company s practrces and procedures were adequate at December 31 2003 to meet the Commission’s
obJectrves . , : :

E Thrs report 1s 1ntended solely for the mformatron and use of the Board of Drrectors management the

Securrtres and Exchange Commission, the Natlonal Association of Securities Dealers, Inc., and other .

,;regulatory agencies that.rely on rule’ 17a—5(g) under the Securities Exchange. Act of 1934 in their
‘ regulation of registered brokers and. dealers, and is not mtended to be and should not be" used by
N anyone other than these specrﬁed partles ’ : :

%/MV‘ Z
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v ”January29 2004
- Littleton, AColorado



