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OATH OR AFFIRMATION
I, Donald D. Hensel , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
First Liberty Securities, Inc. , as
of September 30 ,20 04 , are true and correct. | 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:

Stere oF CaurFeniA

Coonty oF Sen Dieso Signature
SDMI&ZD a- 50N "'D Mme THIS quqq\l O mW'President
Ry PonFup O, Hensel Title

Notary Public ’ GTR M %GleésmLKE t

Bl "4’?’3.« NOTARY PUBLIC-CALIFORNIA
i COMM, NO. 1517260 &
SAN DIEGO COUNTY
MY COMM. EXP, OCT. 2, 2008

=

his 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 Proprietors’ 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 Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(J) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 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
consolidation.

(1) An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

HEHNAOHEHEERA

(]

BOR

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

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT ACCOUNTANT’S AUDIT REPORT

The Board of Directors
First Liberty Securities, Inc.
PO Box 1793

Carlsbad, CA92018

I have audited the accompanying balance sheet of First Liberty Securities, Inc. as of September 30, 2004,
and the related statement of operations, changes in stockholders’ equity and cash flows for the year then
ended. 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 generally accepted auditing standards. Those standards require that I
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
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. 1
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 First Liberty Securities, Inc. at September 30, 2004, and the results of its operations and its cash
flows for the year then ended, in conformity with generally accepted accounting principles.

My audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The accompanying supplementary information shown on Pages 8 to 14 is presented as required by
the Securities and Exchange Commission and the National Association of Securities Dealers, Inc, and is
not a required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in my opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

The Jamieson Company

November 23, 2004

2424 Vista Way, Suite 201 » Oceanside, CA 92054-6171
760.722.1607 « Fax: 760.722.1659
e-mail: info@jamiesoncpa.com




First Liberty Securities, Inc.
Balance Sheet

September 30, 2004

ASSETS

Current assets
Cash

Total current assets

Total assets
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities
Total liabilities
Stockholders’ equity
Capital stock - 75,000 shares authorized, 10,000 issued and outstanding
Paid in capital
Accumulated deficit

Total stockholders’ equity

Total liabilities and stockholders' equity

See accompanying auditor's report and notes

11,050

11,050

11,050

10,000
8,970
(7,920)

11,050

11,050

2.




First Liberty Securities, Inc.
Statement of Operations

For the Year Ended September 30, 2004

Revenues
Commissions $ 083
Consulting fees 2,500
Total revenues 3,483

Operating expenses

General and administrative 2,668
Total operating expenses 2,668
Income from operations 815

Other income

Interest income 20
Income before taxes 835
Income taxes 800
Net income $ 35

See accompanying auditor's report and notes




First Liberty Securities, Inc.
Statement of Changes in Stockholders' Equity

For the Year Ended September 30, 2004

Common stock
Balance, beginning

Balance, ending

Paid in capital
Balance, beginning

Balance, ending
Accumulated deficit
Balance, beginning

Net income

Balance, ending

See accompanying auditor's report and notes

10,000

10,000

8,970

8,970

(7,955)
35

(7,920)




First Liberty Securities, Inc.
Statement of Cash Flows

For the Year Ended September 30, 2004

Cash flows from operating activities
Net income

Net cash provided by operating activities
Cash flows from investing activities
Cash flows from financing activities
Net increase in cash and equivalents
Cash and equivalents, beginning

Cash and equivalents, ending

Supplemental disclosure of cash flow information:

Cash payments were made during the period for:
Income taxes

See accompanying auditor's report and notes

35

None

None

35

11,015

$ 11,050

$ 800




First Liberty Securities, Inc.

Notes to the Financial Statements
September 30, 2004

1. Description of The Company:

First Liberty Securities, Inc., is a broker-dealer for the sale of interests in direct participating limited
partnerships. The Company operates from the office of an affiliate. A number of administrative and
personnel services are shared with the affiliate without compensation.

2. Summary of Significant Accounting Policies:

Cash And Cash Egquivalents: Cash represents available funds on deposit with banking institutions and the
clearing broker-dealer, Round Hill Securities.

Fixed Assets: Fixed assets are stated at cost, less accumulated depreciation. Depreciation is provided using
the straight-line method over the estimated useful lives of the related assets, primarily five years.
Upon sale or retirement of depreciable assets, the related cost and accumulated depreciation are removed
from the accounts. Any gain or loss on the sale or retirement is recognized in current operations.

Income Taxes: Income taxes are provided for the expense related to the current taxable income of the
company. Deferred tax expense, or benefit, is provided for the future cost or benefit related to the
difference in tax and accounting basis of assets or liabilities. A benefit, less an appropriate valuation
allowarnce, is also recognized for the future tax benefit of operating loss carry forwards available to offset
future taxable income,

Revenue Recognition: The Company maintains its accounting books and records under the accrual basis
of accounting and generally accepted accounting principles. Revenues are recognized when earned or
when the amount is determined. Expenses are recorded when incurred.

3. Fixed Assets

Fixed assets consist of the following as of September 30, 2004:

Computer, office eqUIPMENTt.......ccocivvirrierriree e 10,314
Less: Accumulated Depreciation............c.....cooeevieeeinnnns 10,314
$ 0

4. Income Taxes:
The provision for income taxes at September 30, all paid currently is as follows:

Federal $ -
California 800
$__800




First Liberty Securities, Inc.

Notes to the Financial Statements (Continued)
September 30, 2004

4. Income Taxes (continued):

The Company has net operating loss carry forwards which expire as follows:

2008 $2,577
2009 1,337
2010 78
2013 1,008
2019 460

2021 1,820 .
2022 562
2023 838
3 8680

The benefit associated with these loss carry forwards, less the valuation allowance of $1,302, has been
recorded as $-0-. Management feels that the probability of income being earned to take advantage of the
losses is less than reasonably assured.

5. Net Capital

The net capital of First Liberty Securities, Inc. as of September 30, 2004 is $11,049. The required net
capital, as computed in accordance with SEC Rule 15¢3-1, at the same date is $5,000.

6. Restrictions on Cash

The cash deposit at Round Hill Securities is restricted according to the contract such that it may be
withdrawn only after termination of the contract, and is returnable to the company within 30 days.

7. Common Stock

During the current year, the company did not sell or repurchase any shares of common stock.
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First Liberty Securities, Inc.
Statement of Availability for Examination

September 30, 2004

The Statements of Financial Condition and the Annual Audited Report (Form X-17A-5, Part III) pursuant
to rule 17a-5 are available for examination at the principal office of First Liberty Securities, Inc. and at the
regional office of the Securities and Exchange Commision.




First Liberty Securities, Inc.
Computation of Net Capital

September 30, 2004

The following computation is made pursuant to Rule 15¢3-1.

Total assets
Net worth
Subordinated indebtedness
Adjusted net worth
Non-liquid assets
Tentative net capital
Reserves in inventory

Net capital

$ 11,048

11,049

11,049

11,049

$ 11,049




First Liberty Securities, Inc.
Computation of Reserve Requirement

September 30, 2004

Pursuant to Rule 15¢3-3, the Company normally holds neither customer securities nor customer funds and consequently
qualifies for exemption under the provisions of the rule.

The conditions of the exemption were being complied with as of the examination date and no facts indicate that the exemption
had not been complied with during the auditied period.

-10-




First Liberty Securities, Inc.
Information Relating to Possession or Control Requirements Under
Rule 15¢3-3

September 30, 2004

The Company normally holds neither customer securities nor customer funds and consequently qualifies for exemption under
the provisions of the rule.

-11-




First Liberty Securities, Inc.
Reconciliation of the Computation of Net Capital
in the Audit Report to the Broker's Report

September 30, 2004

This reconcilation is pursuant to SEC Rule 17a-5(d) (4), and in accordance with generally accepted
accounting principles.

Net Capital, per audited Statements

Accountant's Adjustments

Net Capital in Broker's Report

$

$

11,049

11,049

-12-




First Liberty Securities, Inc.
Reconciliation of the Comp for Determination
of Reserve Requirements

September 30, 2004

Supplemental report pursuant to SEC Rule 17a-5(d) (4).

Pursuant to Rule 15¢3-3, the Company normally holds neither customer securities nor customer funds and consequently

qualifies for exemption under the provisions of the rule.

13-




The Jamieson Company

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR'’S REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5

Board of Directors
First Liberty Securities, Inc.
Carlsbad, CA

In planning and performing my audit of the financial statements of First Liberty Securities, Inc. for the year
ended September 30, 2004, I considered its internal control structure, including procedures for
safeguarding securities, in order to determine my auditing procedures for the purpose of expressing my
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, I have made a study of
the practices and procedures (including tests of compliance with such practices and procedures) followed
by First Liberty Securities, Inc. that I considered relevant to the objectives stated in rule 17a-5(g), (1) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital under
rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e). I did not review the practices and procedures
followed by the Company in making the 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; or in obtaining and maintaining physical possession or control of all fully
paid and excess margin securities of customers as required by rule 15¢3-3, 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 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 be
expected to achieve the Commission’s above-mentioned objectives. Two of the objectives of the 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 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.

My 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 American Institute
of Certified Public Accountants. A material weakness is a condition in which the design or operation of

2424 Vista Way, Suite 201 - Oceanside, CA 92054-6171
760.722.1607 - Fax: 760.722.1659

e-mail: info@jamiesoncpa.com
-14-




First Liberty Securities, Inc.
November 15, 2004
Page 2

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, I noted no matters involving the interna! control structure, including
procedures for safeguarding securities, that we consider to be material weaknesses as defined above.

I 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, I 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 management, the Securities and Exchange Commission, the

New York Stock Exchange and other regulatory agencies which rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 and should not be used for any other purpose.

The Jamieson Company
November 23, 2004

-15-




