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DOUGLAS E. HANSON

f_)zmtéfisc{ Publie Hecountant

3400 SPENARD ROAD, SUITE 6
ANCHORAGE, ALASKA 99503
(907) 276-1710

INDEPENDENT AUDITOR'S REPORT

Board of Directors

Alaska Capital Management Corporation
dba Aurora Securities

Anchorage, Alaska

We have audited the accompanying statement of financial condition
of Alaska Capital Management Corporation, dba Aurora Securities
as of December 31, 2004, and the related statements of opera-
tions, cash flows, and changes in stockholders' equity for the
year then ended. These financial statements are the responsibili-
ty 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 stand-
ards require that we plan and perform the audit to obtain reason-
able 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 ac-
counting principles used and significant estimates made by man-
agement, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable
basis of our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position
of Alaska Capital Management Corporation, dba Aurora Securities
at December 31, 2004, and the results of its operations and cash
flows for the year then ended in conformity with generally ac-
cepted accounting principles.

Our audit was made for the purpose of forming an opinion on the
basic financial statements taken as a whole. The information
contained in Schedules I, II, III, and IV is presented for pur-
poses 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 and Exchange Commission.
Such information has been subject to the auditing procedures
applied in our audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects in rela-
tion to the basic financial statements taken as a whole.

February 15, 2005




ALASKA CAPITAL MANAGEMENT CORPORATION

dba
AURORA SECURITIES

Statement of Financial Condition

December 31, 2004

ASSETS

Current Assets:
Cash
Accounts receivable
Prepaid expenses
Total current assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Payroll taxes payable
Income taxes payable (note 3)

Total current liabilities

Stockholders' equity:

Common stock, par value $1 per share,
authorized 1,000 shares; issued and
outstanding 1,000 shares

Additional paid in capital

Retained earnings

Total stockholders' equity

Total stockholders' equity and liabilities

See accompanying notes to financial statements.

$ 30,104
10,256
951
41,311

$ 41,311

$ 270

2,113

2,383

1,000
23,000
14,928
38,928

$ 41,311



ALASKA CAPITAL MANAGEMENT CORPORATION
dba
AURORA SECURITIES
Statement of Operations

For the Year Ended December 31, 2004

Revenue:
Commission income $ 139,147
Interest income 6
Total revenue ' 139,153
Expenses:
Payroll and benefits 5,693
Commissions (note 2) 116,717
Regulatory fees and licenses 1,720
Amortization of organizational costs 580
Legal and accounting 3,663
Insurance 843
Utilities 399
Office expenses 377
Other 82

Total expenses 130,074

Net income before taxes 9,079

Provision for income taxes:

Income taxes (note 3) 1,434
Net income S 7,645

See accompanying notes to financial statements.




ALASKA CAPITAL MANAGEMENT CORPORATION

dba

AURORA SECURITIES

Statement of Changes in Stockholder's Equity

For the Year Ended December 31, 2004

Common Paid-in

Stock Capital

Balance at December 31, 2003 $ 1,000 23,000
Net income for 2004 - -

Balance at December 31, 2004 $ 1,000 23,000

See accompanying notes to financial statements.

Retained
Earnings

7,283



ALASKA CAPITAL MANAGEMENT CORPORATION
dba
AURORA SECURITIES
Statement of Cash Flows

For the Year Ended December 31, 2004

Cash Flows from Operating Activities:

Net income $ 7,645
Adjustments to reconcile net income to net cash
provided (used) by operating activities:
Amortization 580
Increase in accounts receivable ( 5,509)
Decrease in prepaid expenses 810
Decrease 1in accounts payable ( 496)
Increase in payroll liabilities 270
Increase in taxes 1,015
Net cash provided by operating activites 4,315
Cash at beginning of year 25,789
Cash at end of year $ 30,104
Income taxes paid during the year 5 419

See accompanying notes to financial statements.



ALASKA CAPITAL MANAGEMENT CORPORATION
dba
AURORA SECURITIES
Notes to Financial Statements

December 31, 2004

Summary of Significant Accounting Policies

Alaska Capital Management Corporation, dba Aurora Securities
(Company) is a registered securities broker dealer. The
Company was incorporated in Alaska on April 26, 1989. The
Company was formed to offer a broad range of investment
management services for the investing public within and
without Alaska.

Basis of Accounting

The accompanying financial statements are prepared on an
accrual basis of accounting.

Cash and Cash Equivalents
The Company considers all highly liquid investments with a

maturity of three months or less when purchased to be cash
equivalents.

Revenue Recognition

Income is recognized as revenue when all significant services
have been rendered.

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 report-
ed amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Income Taxes

The Company utilizes the asset and liability method of ac-
counting for income taxes, as set forth in Statement of
Financial Accounting Standards No. 109 (FAS 109), "Accounting
for Income Taxes". This method requires the recognition of
deferred tax assets and liabilities for the expected future
consequences of events that have been recognized in the
Company's financial statements or income tax returns.
Deferred income taxes arise primarily from the recognition of
income and expense on the cash basis for tax purposes.

Amortization of Organizational Costs
Organizational costs are amortized on the straight-line basis
over a period of five years.




ALASKA CAPITAL MANAGEMENT CORPORATION
dba
AURORA SECURITIES

Notes to Financial Statements
Related Party Transactions

The Company paid $116,717 in commissions to the major share-
holder in exchange for services rendered.

Income Taxes
Income taxes are computed as follows:

Expected tax $ 1,362
State tax, net of federal

tax benefit 72
Income tax expense $ 1,434

The components of the provision for income taxes are as
follows:

Current Deferred Total
Federal taxes S 355 1,624 1,979
State taxes 24 110 134
Total S 379 1,734 2,113

—_—— —— — g

Income taxes paid during 2004 amounted to $419.




SCHEDULE T

SCHEDULE OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

ALASKA CAPITAL MANAGEMENT CORPORATION
dba
AURORA SECURITIES

December 31, 2004

The Company had no liabilities which were subordinated to claims
of general creditors as of December 31, 2004, and for the year
then ended.




SCHEDULE IT
SCHEDULE OF NET CAPITAL

ALASKA CAPITAL MANAGEMENT CORPORATION
dba
AURORA SECURITIES

BROKER OR DEALER

1. Total ownership equity from Statement
of Financial Condition
2. Deduct ownership equity not allowable
for Net Capital
3. Total ownership equity qualified for
Net Capital
4. Add:
A, Liabilities subordinated to claim
of general creditors allowable in
computation of Net Capital
B. Other (deductions) or Allowable credits
(List)
5. Total capital and allowable subordinated
liabilities
6. Deductions and/or charges:
A. Total non-allowable assets from
Statement of Financial Condition 951
B. Secured demand note deficiency -
C. Commeodity futures contracts and
spot commodities proprietary
capital charges -

D. Other deductions and/or charges -

7. Other additions and/or allowable credits
(List)
8. Net capital before haircuts on security
positions
9. Haircuts on securities (computed, where
applicable, pursuant to 15¢3-1(f):
A. Contractible securities commitments -
B. Subordinated securities borrowings -
C. Trading and investment securities:
1. Exempted securities -
2. Debt securities -
3. Options -
4. Other securities -
D. Undue concentrations -
E. Other (List) -

10. Net Capital

As of
12/31/2004

$ 38,928

$ 38,928

$_38,928

( 951)

$ 37,977

$ 37,977

The difference between the above computation of Net Capital and
the Company's computation included in Part IIA of the Form
x-17a-5(a) as of December 31, 2004 is due to the accrual of
$1,434 in income taxes payable and the accrual of $270 in payroll

taxes.




SCHEDULE III
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

ALASKA CAPITAL MANAGEMENT CORPORATION
dba
AURORA SECURITIES

December 31, 2004

There are no amounts as of December 31, 2004 to be reported
pursuant to the possession or control requirements under Rule
15¢3-3. The Company is in compliance with the exemptive privi-
sions of rule 15¢3-3 under paragraph (k) (1), and thus is exempt
from the provisions of rule 15¢3-3.




SCHEDULE IV
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
ALASKA CAPITAL MANAGEMENT CORPORATION
dba
AURORA SECURITIES
December 31, 2004
This schedule is not applicable as of December 31, 2004, since

the Company did not hold funds or securities for the account of
its customers.




ALASKA CAPITAL MANAGEMENT CORPORATION
dba
AURORA SECURITIES

Report on Internal Control Required
by SEC Rule 17a-5

February 15, 2005
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Csmté/iac{ fpug'[ic Oqcco untant

3400 SPENARD ROAD, SUITE S
ANCHORAGE, ALASKA 98503
(907) 276-1710

Board of Directors

Alaska Capital Management Corporation
dba Aurora Securities

Anchorage, Alaska

In planning and performing our audit of the financial statements
of Aurora Securities (the Company) for the year ended December
31, 2004, we considered its internal control, including control
activities 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 internal
control.

Also, as required by rule 17a-5(g) (1) of the Securities and
Exchange Commission (SEC), we have made a study of the practices
and procedures followed by the Company, including tests of com-
pliance with such practices and procedures that we considered
relevant to the objectives stated in rule 17a-5(g), in the fol-
lowing:

1. Making the periodic computations of aggregate indebtedness
(or aggregate debits) and net capital under rule 17a-3(11)
and the reserve required by rule 15c3-3(e)

2. Making the quarterly securities examinations, counts, verif-
ications and comparisons, and the recordation of differences
required by rule 17a-13

3. Complying with the requirements for prdmpt payment for
securities under Section 8 of Federal Reserve Regulation T
of the Board of Governors of the Federal Reserve System

4, Obtaining and maintaining physical possession or control of
all fully paid and excess margin securities of customers as
required by rule 15¢-3-3.

The management of the Company is responsible for establishing and
maintaining internal control and the practices and procedures
referred to in the preceding paragraph. In fulfilling this re-
sponsibility, estimates and judgments by management are required
to assess the expected benefits and related costs of controls,
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 SEC's abovementioned objectives.
Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has respon-
sibility 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

S
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the preparation of financial statements in accordance with gener-
ally accepted accounting principles. Rule 17a-5(g) lists addi-
tional objectives of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in internal control or the prac-
tices and procedures referred to above, error or fraud 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 effec-
tiveness of their design and operation may deteriorate. Our
consideration of internal control would not necessarily disclose
all matters in internal control that might be material weakness
is a condition in which the design or operation of the specific
internal control components does not reduce to a relatively low
level the risk that error or fraud 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 internal control, includ-
ing control activities for safeguarding securities, that we
consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the
objectives referred to in the second paragraph of this report are
considered by the SEC to be adequate for its purposes in accord-
ance with the Securities Exchange Act of 1934 and related regula-
tions, 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 undergtanding and on
our study, we believe that the Company's practices and procedures
were adequate at December 31, 2004 to meet the SEC's objectives.

This report is intended solely for the information and use by the
Board of Directors, management, the SEC, 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 deal-
ers, and is not intended to be and should not be used by anyone
other that these specified parties.

February 15, 2005




