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ACT FINANCIAL SERVICES GROUP LLC WWW.ACTCPA.COM

ACCOUNTING, CONSULTING & TAX ALAN C. TACKMAN CPA
CRISTINA L. ANDREANA CPA

INDEPENDENT AUDITOR’S REPORT

To the Stockholder
MacArthur Equities, Ltd.
Wilton, Connecticut

We have audited the accompanying balance sheet of MacArthur Equities, Ltd. {(a Connecticut Corporation) as of
September 30, 2004, and the related statements of income, stockholder’s equity and cash flows for the year 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 audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
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 MacArthur Equities, Ltd., as of September 30, 2004, and the results of its operations and its cash flows for the
year then ended in conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The computation of net capital is presented for purposes of additional analysis and is not a required part of the basic
financial statements, but is supplemental information required by Rule 17a-5 under 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 opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

(e vl S Grop i
ACT Financial Services Group LLC

November 18, 2004

Redding Office: 203-938-5010 E-MAIL: alan@actcpa.com Mailing Address
Stamford Office:  203-327-5010  E-MAIL: cristina@actcpa.com 54 Danbury Road #307
Fax Number: 203-548-9207 Ridgefield, CT 06877




MACARTHUR EQUITIES, LTD.

Balance Sheet

September 30, 2004
ASSETS
CURRENT ASSETS
Cash $ 6,227
Prepaid expenses 3,666
Deferred tax asset 802
TOTAL CURRENT ASSETS 10,695
FIXED ASSETS
Furniture and fixtures 33,620
Less accumulated depreciation (29.704)
FIXED ASSETS-NET 3916
OTHER ASSETS
Investments 24.400
TOTAL ASSETS $39.011
LIABILITIES AND STOCKHOLDER’S EQUITY
CURRENT LIABILITIES
Taxes payable $__150
TOTAL CURRENT LIABILITIES — 150
STOCKHOLDER'’S EQUITY
Common stock, no par value, $1 stated value
5,000 shares authorized, 1,000 shares issued and outstanding 1,000
Paid-in capital 70,400
Accumulated deficit (32,539)
TOTAL STOCKHOLDER’S EQUITY 38.861
TOTAL LIABILITIES AND STOCKHOLDER’S EQUITY $39,011

The accompanying notes are an integral part of these statements.
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MACARTHUR EQUITIES, LTD.
Statement of Income

For the Year Ended September 30, 2004

REVENUES
Fee Income $703,678
Interest income 229
TOTAL REVENUE 703,907
EXPENSES
Salaries 452,527
Payroll taxes 30,718
Office expense 24,367
Per diem consultants 15,538
Accounting 1,650
Outside services . 4,294
Dues and subscriptions 7,661
Registration fees 727
Insurance 31,094
Medical reimbursement plan 19,848
Auto expense 11,869
Travel and entertainment ' 11,808
Professional fees 32,736
Profit sharing plan 35,000
Telephone 8,192
Depreciation 20,369
TOTAL EXPENSES 708.398
LOSS BEFORE PROVISION FOR INCOME TAXES (4,491)
Provision for Income taxes 429
NET LOSS $_(4,920)

The accompanying notes are an integral part of these statements.
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MACARTHUR EQUITIES, LTD.
Statement of Stockholder’s Equity
For the Year Ended September 30, 2004

Total
Common Paid-In Accumulated Stockholder’s
Stock Capital Deficit Equity
BALANCE - SEPTEMBER 30, 2003 $1,000 $70,400 $(27,619) $43,781
Net Loss — - (4.920) (4.920)
BALANCE - SEPTEMBER 30, 2004 $1.000 $70.400 $(32,539) $38,861

The accompanying notes are an integral part of these statements.
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MACARTHUR EQUITIES, LTD.
Statement of Cash Flows
For the Year Ended September 30, 2004

CASH FLOWS FROM OPERATING ACTIVITIES

Net Loss
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation

Increase in taxes payable

Decrease in deferred assets

Decrease in prepaid expenses

TOTAL ADJUSTMENTS
NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of fixed assets
NET CASH USED BY INVESTING ACTIVITIES

NET (DECREASE) IN CASH
CASH - BEGINNING IN YEAR
CASH - END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid during the year for:
Income taxes

The accompanying notes are an integral part of these statements.
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20,369
150
129
878

21,526
16.606

2,411)
8.638
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MACARTHUR EQUITIES, LTD.
Notes to Financial Statements
For the Year Ended September 30, 2004

Note A —

Note B —

Note C —

Summary of Significant Accounting Policies

Nature of Activities

The Company was organized in the State of Connecticut on May 31, 1984, for the purpose of
being a registered securities broker-dealer, and provides tax planning and related services.

Basis of Accounting

Income and expenses are recorded on the accrual method of accounting in accordance with
generally accepted accounting principles. Tax returns are filed on the cash basis of
accounting.

Depreciation

The Company depreciates its furniture, fixtures and equipment on an accelerated method over
their useful lives which range from five to seven years.

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.

Cash Equivalents

The company considers all highly liquid investments purchased with a maturity of one month
or less to be cash equivalents.

Investments

Represents securities (not readily marketable) held for investment. The fair market value at
September 30, 2004 approximates the original cost. No unrealized gain or loss has been
recognized in the financial statements.

Income Taxes

The Company’s provision/(benefit) for federal and state income taxes for the year ended
September 30, 2004 is as follows:

Federal State Total
Current $ 0 $300 $300
Deferred $129 $ 0 $129

At September 30, 2004, the Company had a remaining federal net operating loss carry-
forward of $1,678. The federal tax provision differs from the expense that would result from
applying statutory rates primarily due to non-deductible meals and entertainment expenses.




MACARTHUR EQUITIES, LTD.
Notes to Financial Statements

For the Year Ended September 30, 2004

Note D —

Note E -

Note F —

Profit Sharing Plan

The Company has a defined contribution profit sharing plan for all employees.
The contribution expense for the year was $35,000.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission’s (“SEC”) Uniform Net
Capital rule (Rule 15¢3-1) which requires the maintenance of specified minimum net capital
and requires specific ratios of aggregate indebtedness to net capital. The Company was in
compliance with these requirements at September 30, 2004.

Exemption from Rule 15¢3-3

The Company is exempt from certain provisions of rule 15¢3-3 of the SEC since it does not
hold funds or securities of customers.
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MACARTHUR EQUITIES, LTD.
Computation of Net Capital
September 30, 2004

NET CAPITAL COMPUTATION
Stockholder’s equity
Less non-allowable assets

NET CAPITAL

Aggregate Indebtedness
Minimum net capital required
NET CAPITAL IN EXCESS OF REQUIREMENT
RECONCILIATION WITH COMPANY’S COMPUTATION-
(Included in Part IIA of Form X-17A-5 as of September 30, 2004)
Net capital reported in Unaudited Focus Report
Net audit adjustments

NET CAPITAL PER ABOVE

See Independent Auditor’s Report
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$38,861
(32,784)
6,077

$6,227

(150

$.6.077



ACT FINANCIAL SERVICES GROUP LLC WWW.ACTCPA.COM

ACCOUNTING, CONSULTING & TAX ALAN C. TACKMAN CPA
CRISTINA L. ANDREANA CPA

Board of Directors and Stockholder
MacArthur Equities, Ltd.
Wilton, Connecticut

In planning and performing our audit of the financial statements and supplemental schedule of MacArthur Equities,
Ltd., for the year ended September 30, 2004, we considered its internal control structure in order to determine our
auditing procedures for the purpose of expressing our 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, we have made a study of the
practices and procedures followed by MacArthur Equities, Ltd., including tests of such practices and procedures that
we considered relevant to the objectives stated in Rule 17a(g) in making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(a)(11) and for determining compliance with the exempt provisions of
Rule 15¢3-3. We did not review the practices and procedures followed by the Company in making quarterly
securities examinations, counts, verifications and comparisons, and the recordation of differences required by Rule
17a-13 or in complying with the requirements for prompt payment for securities under Section 8 of Regulation T of
the Board of Governors of the Federal Reserve System, because the Company does not carry security accounts for
customers or perform custodial functions relating to customer securities.

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 access 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 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 transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in accordance 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 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 inadequate because of changes in conditions or that the effectiveness of
their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the internal controi
structure 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 structure elements does not reduce to a relatively low level 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 control structure that we consider to be material weaknesses as defined above.

Redding Office: 203-938-5010  E-MAIL: alan@actcpa.com Mailing Address
Stamford Office:  203-327-5010  E-MAIL: cristina@actcpa.com 54 Danbury Road #307
Fax Number: 203-548-9207 Ridgefield, CT 06877




MacArthur Equities, Ltd.
Continued from prior page

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of
this report are considered by the Commission 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, we believe that the Company’s practices and procedures were adequate at September 30, 2004 to
meet the Commission’s objectives.

This report is intended solely for the use of the Board of Directors, management, the Securities and Exchange
Commission, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934
and should not be used for any other purpose.

LeT &,@\wcd SAvia 6/a~Y) (L

ACT Financial Services Group LLC
Certified Public Accountants

November 18, 2004
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