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INDEPENDENT PUBLIC ACCOUNTANT whose op1n10n is contained in th1s Report*
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OATH. OR :AFFIRMAT_ION

I, thk Meehlels MS., CFP o R : swear (or afﬁrm) that, to the best of
my knowledge and belief the accompanymg fmam:lal statement and supportmg schedules pertalmng to the firm of

Excalibur Financial Group, Inc. , as

of December 31, R - - 2004 ‘ ‘ére true and correct. 1 further swear (or affirm) that

neither the company nor any partner proprletor pr1nc1pal officer or director has any propnetary interest in any account
classified solely as that of a castomer, except as follows

~!\ \\ '
- “Signature
- . . ‘ - . Presid ""
- ' 7,
ERT SNSE A Me,
A il R
/MM(/ (74(— (s ST L R
NotaryP U AR e ; SN RV'-E‘-_-
11 *k . ; Z¢H% : s g
This repdrt ** contains (check all appllcable boxes) : 2}2\ °,PU BLIC Sof
‘ (a) Facing Page. g e, ’, Q§
(b) Statement of Financial Condition. '/,,)“ Ceeleett Y\\\

X
X : .
B (c) Statement of Income (Loss). ‘ , : "’0/9,: CO\—S\)s‘:\\ A
=} (d) Statement of Gharrgcs-rrr-ﬁn-anmi-evnm Cash Flows C '""""““‘“
E, (e) Statement of Changes in Stockholders’ Equlty or Partners’ or Sole Proprletors Capltal
d (f) Statement of Changes in anbllmes Subordinated to Claims of Creditors.
B (g) Computation of Net Capital.
L) (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3:
0 (i) -Information Relating to the Possession or Control Reqmrements Under Rule 15¢3-3.
0 () A Reconciliation, including appropriate explanation of the Computation of Net Capltal Under Rule 15¢3-3 and the
" Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
0 (k) A Reconciliation between the audtted and unaudxted Statements of Fmanc1al Condition with respect to methods of
consolidation. .
B (1) An Oath or Affirmation.”
O (m}A copy of the SIPC Supplemental Report
O ma report descrlbmg any materlal madequac1es foundto exxst or found to have existed since the date of the prevxous audit.

**For cpndztzons'ofconﬁdentzal treatment ofcertam portions oflhtsﬁlmg, see section 240. 17a-5(e)(3).
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'_ Report of In.dependent Certified Public Accountants

~ The Board of Directors and Stockholder
.Excalibur Financial Group, Inc.
~ Fort Collins, Colorado

- We have audlted the accompanyrng statements of ﬁnancral condrtron of Excalibur Financial Group,

Inc. as of December 31, 2004, and the related statement of operations, cash flow and stockholder’s
equity for the year then ended that you are ﬁhng pursuant to rule 17a-5 under the Securities Exchange
Act of 1934. These financial statements are the responsibility of the Company s management. Our

‘ respons1b1hty 1s to express an ‘opinion on these financial statements based on our audit.

We conducted our audi‘t' jn accordance with 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 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 ourlopini‘on, the 2004 financial statements refe_rred to above present fairly, in all material respects,
the financial position of Excalibur Financial Group, Inc. at December 31, 2004 and the results of its

. operations, cash flows and changes in stockholder’s equity for the year then ended in conformrty with

accountmg principles generally accepted in the Umted States of America.

Our audit was conducted for the purpose of forming an'opinion on the basic financial statements
taken as a whole. The information contained in the supplementary schedule on pagel0 is presented
for purposes of additional analysis and is not 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 opinion, is farrly stated in all material respects m relation to the basic financial
statements taken as-a Whole ' ’

Mo Tkl w/ e

Littleton, Colorado

~ February 7, 2005

A ™ msnwmt.

élailll

GROUP OF
ACCOUNTING RRMS

Member Firms in Pnnmpal Cmes Around the World

CERTIFIED PUBLIC ACCOUNTANTS
CONSULTING SERVICES



Excallbur Fmanclal Group, Inc
Statements of Financial Condition
December 31, 2004»and 2003

Assets

The accompanying notes are an integral part of these statements.

2

2004 2003
Current Assets I
Cash . $ 1,098 $ 1221
Certificate of deposit 6,000 6,000
Commissions receivable. 28,880 1,175
o Total Current Assets - 35,978 8,396
Property and Equipment , : ‘
Furniture, net of accumulated depreciation of $6, 359 _ §
. for 2004 and $5,190 for 2003 : 189 1,359
Total Assets % 36,167 § - 9,755
Llabllltles and Stockholders Eqmty
Current Liabilities ' ) .
Accounts payable and accrued expenses - $ 1,000 $ 1,000
Deferred income tax : - -
Income taxes payable o - -
Notes.payable . 6,817 -
Total Current Liabilities 7,817 1,000
Deferred income taxes ' - <
* Stockholder's Equity
- Common Stock, $.001 par value:
. Authonzed 100,000 shares; issued and
_outstanding 100,000 100 - 100
Additional Paid-in Capital 42,385 42385
- Retained earnings (deficit) _(14,135) (33,730)
- Total Stockholders' Equity - 28,350 8,755
. Total Liabilities and Stockholder's Equity - $ 36,167 $ 9,755
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Excalibur Financial Group, Inc.
Statements of Operations

For the Years Ended December 31, 2004 and 2003

2003

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

| 2004
“Revenues ‘ , | L L & : -
~ Commissons e o - $. 252,076 $ 215,654
- Interest o o S 9 ' 114
' Total Revenues S 25173 215768
Expenses . o o . ‘ ' S
Auto expenses o e - 26428 22,331
Commissions S | 154,875 185,315
Depreciation - ' - o o 1,169 -
Insurance , ' ST « | 1,373 548
Office expense . L . oo 11,273 7,422
Professional services .~ -~ .. . B 4,548 1,276
Occupancy R o o 6,920 8,334
. Taxes and licenses =~ o S ©. 5,085 3,828
Telephone - L S - 7,665 5,137
Travel and promotion . B : o 10,998 3,029
Interest expense . - o 247 - -
Meals and entertainment - S e 1997 1,425
" Total Expenses L 232,578 238,645
Net Inc‘omeb (Loss) Before Taxes , | o 19,595 (22,877)
Provision for Income Taxes ‘ _
_ Current tax provision’ : o S - -
Net Income Tax Benefit (Expense) - - - -
_ NetIncome (Loss) - =~ ‘ 0§ 19,595 $ (22,877)
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Excallbur Flnanmal Group, Inc.

- Statements of Cash Flows ‘
For the Years Ended December 31, 2004 and 2003

- The accompanying notes are an integral part of these statements.
. N . 4 . ’

: ) . 2004 2003
Cash Flows From Operziting Activities al }
-Cash received for commissions . $ 224371 $ 214,480
Cash pa1d to suppliers and mdependent contractors - (231,407) - (231,603)
Interest received . C 97 114
Income taxes paid ‘ , o o - -
Net Cash Provided (Used) by Operatmg Act1v1t1es g (6,939) (17,009)
‘Cash Flows From Financing Activities o ' .
Increase in line of credlt : SR 6,816 -
Net Cash Provided (Used) by Fmancmg Act1v1t1es o 6,316 -
Cash Flows From Investing Activities \ S ) o .
Additional Paid in Capital contributed =~ - - 15,820 -
. Cash Provided by Financing Activities D - 15,820
Net (Decrease) Increase in Cash : 3 S : : - (123) (1,189) ..
Cash at Beginning of the Year A o ' L 1,221 2,410
Cash at End of the Year o o $ 1098 $ 1221
Reconciliation of Net Earmngs (Loss) to Net Cash N |
. from Operating Activities: : s B o
Net Earnings (Loss) S SR | . $ 19,595 $ (22,877)
Adjustments: . R e :
Depreciation ‘ o o : 1,548 -
Lease payments made by stockholder ‘ - ‘ - -
(Increase) decrease in: : ' . ‘
Commissions receivable (27,705) (1,175)
Increase (decrease) in S S :
| Accounts payable - o o - | - -
‘ Net Cash Provided (Used) by Operating Activities | K $ (6,562) $ (24,052)
~ Supplemental Dlsclosures of Cash Flow Informa‘tlon:; . ‘
Cash paid for interest .~ = o Lo S S 247 $ - -
Cash paid for taxes - - - o o $ - $ -
Non-cash Fmancmg and Investing Actmtles | o _ -
Contrlbuted capital from lease payments made by stockholder - $ - $ 7,044
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'Excalibur Financial Group, Inc.

Statements of Stockholder' s Equity

For the Years Ended December 31 2004 and 2003

Balance December 31, 2001
Additional capital contributed
Net income (loss)

Balance December 31; 2002
Contributed capital -
~Net income (loss)

Balance December 31, 2003
Contributed capital ‘
Net income (loss)

Balance December 31, 2004

Additional

Retained

Common Stock Paid-In  Earnings
Shares~  Amount - . Capital (Deficit) Totals
§ 100 . $ 12,400 § (405 $ 12,095
‘ - 7121 - 7,121
; - _(10448) _(10,44%)
100 19,521 - (10,853) 8,768
- 122,864 - 122,864
: L (22.877) . (22.877)
100 42385  (33,730) 8,755 -
- ; 19,595 19,595
©$_ 100 $ 42,385  $(14,135) § 28350

The eccompanying notes are an integral part of these statements.

5
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Excalibur Financial Group, Inc.
| Notes to Financial Statements .
December 31, 2004 and 2003

N Organization and Significant ACcounting Policies

Orgamzatlon and Nature of Busmess :

The accountrng and reporting policies of Excahbur Financial Group, Inc. (the Company)
conform to generally accepted accounting principles. The following summary of significant
accounting policies is presented to as51st the reader in evaluating the Company's financial
statements. -

Nature of Operatlons :

The Company sells annuities, unrversal life pohc1es and mutual funds, each of which is placed
directly with the underwrrtlng compames The Company s customers are located throughout the
United States. '

4 .Furmture, Equipment and Deprecratlon

Furniture and equipment are recorded at acquisition cost or fair market value at time of
contribution. Deprec1at10n 1s computed using aceelerated methods over the assets’ estimated

-useful lives.

Cash and Cash Equlvalents
For purposes of the statement of changes in ﬁnanc:lal position, the Company considers all

- highly liquid financial instruments purchased with a maturrty of three months or less to be cash

equrvalents ,

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

Use of Estimates

The preparatron of financial statements in conform1ty with -generally accepted accountrng
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 estimates. -



- Excalibur Financial Group, Inc.
Notes to Financial Statements (contmued)
| December 31 2004 and 2003

O

. 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
$755 and $331. through October and August 2007, respectively. Total lease expense for 2004
and 2003 was $24,205 and $15,840, respectlvely Future minimum lease payments at
~ December 31, 2004 are $l3 032 in 2005, $13,032 in 2006 and $10 198 in 2007

Income Taxes

)

{)

)

."

Yeare Ended December 31,

' , L 2004 - 2003
Current income tax expense = k - : $ o $§ -
Deferred income tax expense (beneﬁt) o ' - - -
Income tax Expense (Beneﬁt)‘ B - K - $ -

' Years Ended December 31,

: ' ; 2004. 2003.
Deferred tax asset related to net operatlng loss carryforwards $ - $ 3,185
Valuation allowance - T , L - - (3,185)

Net Deferred Tax Asset R = R s - $ -

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, 2004 is approximately $31,393. These losses begin to expire.in 2016.
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Excalibur Financial Group, Inc.
Notes to Financial Statements (continued)
December 31 2004 and 2003

.- Net Capital Requirements

Pursuant to the net capital provisions of ‘Rule 15¢3-1 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 ratlo (aggregate mdebtedness to net

'capltal) may fluctuate on a daily basis.

According to Rule'A15c3-1, the Company"s net capital 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 paid if the resultmg net capltal ratio would exceed 10
‘to 1. Net capital data is as follows:

‘Net Capital Requlrements ‘Indebtedness  Capital Ratio
‘December31,2003 S 7397 » $ 5,000 $ 1,000 . .l4tol

December 31,2004 - $ 28,161 8 5000 S 7816 2901

Concentrations of Risk

During 2004, the Cempany)sold investment products ef fwo companies which represent 50%
and 49%, respectively, of the Company s commission revenue. During 2003, the Company sold
investment products of three: companles which represent 40%, 34% and 24%, respectlvely, of

- the Company's comm1551on revenue.
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~Excalibur Financial Group, Inc.

Supp,leméntary‘ lnformation
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Excallbur Fmanmal Group, Inc.
-‘Computation of Aggregate Indebtedness
and Net Capital Pursuant to Rule 15¢3-1

For the Years Ended December 31 2004 and 2003

- Net Capital

Total stockholder's equity L

Deductions '
Equipment and furmture net
Receivables, from related partles
Club membetship and depos1t
Other assets

Total De‘ductions‘v
Total Net Capital

Aggregate Indebtedhess
Payables and accruals
Income taxes payable
Bank note payable
Deferred income tax expen'se net

Total Aggregate Indebtedness

Computatwn of Basic Net Capital Requlrements '

6 2/3% of aggregate mdebtedness
Required minimum net capital -
Greater of the two amounts -
Capital in excess. of required mlmmum

Ratio of aggregate indebtedness to net capital

Reconciliation‘ with Compény s computation included in Part IT of Form X-17a-5:

" Net capital, as reported in Company's Part ..
(unaudited) FOCUS Report

Adjustments to agree to audlt repor[

Net capital per above

2004 2003
 $28350 § 8755
189 1,358
| 189 1,358
$ 28161 - $ 7,397
$ 1,000 ~ $ 1,000
6,816
$ 7816 $ 1,000
$ s21  $ 67
$ 5000 $ 5,000
$ .5000 $ 5000
$ 23161 $ 2397
0.29 0.14
$27,977 8 7397
184 -
$ 28,161 $ 7,397
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Report of lndependent Certlfled Public Accountants
on -
Internal Control Structure Requlred by SEC Rule 17a 5

- The Board of Drrectors and Stockholder

Excalibur Financial Group, Inc.
Fort Collins, Colorado-

In planning and performing our audlt of the financial statements of Excalibur Financial Group, Inc. for -
the year ended December 31, 2004, 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 not to provide assurance on the internal control structure.-

Also, as required by Rule 17a-5(g) of the Securities and Exchange Commission- (Commission), we
have made a study of the practices and procedures (including tests of compliance with such practices
and procedures) followed by Excalibur Financial Group, Inc. that we considered relevant to the
objectives stated in Rule 17a-5(g) in makmg the periodic computations of aggregate indebtedness {or

| . aggregate debits) and net cap1ta1 under Rule 17a-3(a)(11) and the procedures for determining
. comphance with the exemptive provisions of Rule 15¢-3-3. We do 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 requrred by Rule 17a-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 functions relating to customer securities.

The management of the Company is responsible for estabhshmg 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 an interrral'control strucﬁlre 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) 11sts additional objectives of the practlces and procedures listed in the preceding paragraph.

‘ mzmmmml.
GRGJPD’

ACCOUNTING FIRMS

Member Firms in Principal Cmes Around the World

' CERTIFIED PUBLIC ACCOUNTANTS
- CONSULTING SERVICES
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 The Board of Directors and Stockholders L

Excalibur Frnancral Group, Inc.

ﬂPaOe 2

~ Because of inherent limitations in any_internal‘control structure or the practices and procedures

referred to above, errors or 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 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 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 the specific internal 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 ﬁnancral
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, including procedures for safeguarding securities, that we consider to be

" material weaknesses as defined above. In addition, our consideration of the internal control structure
‘indicated that the Company was in compliance with the conditions of the exemption under Paragraph

(k)(2)(B) of Rule 15¢3-3, and no facts came to our- attentron 1nd1cat1ng that such conditions have not
been complied with during the penod

We understand that practices and procedures that accornplish.the objectives referred to n the second
paragraph of this report are considered by the Commission to be adequate for its purposes in
accordance ‘with the Securities and Exchange Act of 1934 and related regulations, the 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 practlces and procedures were adequate at December 31, 2004, to meet the Commission’ s:
objectives. o

This report is mtended solely for the 1nformat10n and use of the Board of Dlrectors management, the
Securities and Exchange Commission, the National Assocrat1on 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 intended to be and should not be used by
anyone other than these specified parties. . ‘

February 7, 2005
Littleton, Colorado



