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. OATH OR AFFIRMATION ’

-

-1, Elizabeth Burrus _, swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
-IFL Capital, LLC

: , as
of December 31, , 2004 , are true and correct. 1 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:

A/

D (e

Signature
YN BARRIENTO '
Notary Public, State of New York . ‘ Managing Director
a !5@41(54863868 Title
valied in Queens,Count '
Commission Expires é[)%/&ﬂ
| Notary Public

This 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 Controf 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.

(I An Oath.or Affirmation.

(m) A copy of the SIPC Supplemental Report. _

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

Ooaor

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

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Center
300 Madison Avenue

New York NY 10017

Telephone {646) 471 3000
Facsimile (813) 286 6000

Report of Independent Auditors

To the Member of
IFL Capital, LLC

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of IFL Capital, LLC (the “Company”) at December 31, 2004 in
conformity with accounting principles generally accepted in the United States of America. This
financial statement is the responsibility of the Company’s management. Our responsibility is to express
an opinion on this financial statement based on our audit. We conducted our audit of this statement 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
balance sheet is free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the balance sheet, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall balance sheet presentation.
We believe that our audit provides a reasonable basis for our opinion.

%A@Mmé%wfﬁ

February 28, 2005




IFL Capital, LLC

Statement of Financial Condition
December 31, 2004

Assets

Cash and cash equivalents
Accounts receivable

Prepaid expenses and other assets

Total assets
Liabilities and Member's Equity
Accounts payable and other accrued expenses

Accrued payroli and related expenses
Due to IFL

Total liabilities
Member's equity

Total liabilities and member's equity

$ 8,109,893
436,851
1,529

$ 8,548,273

$ 27,251
3,517,800

1,030,758

4,575,809

3,972,464
$ 8,548,273

The accompanying notes are an integral part of this statement of financial condition.
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IFL Capital, LLC

Notes to Statement of Financial Condition
December 31, 2004

i. Organization

IFL Capital, LLC (“IFL Capital” or the “Company”) was formed on April 23, 2003 as a limited
liability company in the state of Delaware. The Company commenced operations on December 9,
2003, when it successfully completed the broker-dealer registration process with the Securities and
Exchange Commission (“SEC”) and became a member of the National Association of Securities
Dealers, Inc. (“NASD”). IFL Capital is a wholly owned subsidiary of Integrated Finance Limited
(“IFL™). The company does not carry securities accounts for customers or perform custodial
services and, accordingly, claims exemption from Rule 15¢3-3 of the Securities Exchange Act of
1934.

2. Summary of Significant Accounting Policies

Basis of Presentation
The Company’s financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America ("US GAAP").

Cash and Cash Equivalents

The Company considers all highly liquid investments with maturity of three months or less to be
cash equivalents. Cash and cash equivalents consist of cash in banks and U.S. Treasuries, which are
primarily held at one financial institution and at times may exceed federally insured limits.

Income Taxes

Income taxes are provided under the provisions of Statement of Financial Accounting Standard No.
109, “Accounting for Income Taxes.” As a single member LLC, the Company is treated as a
division of its Parent for tax purposes. Accordingly, the Company recognizes the current and
deferred tax consequences of all transactions recognized in the Financial Statements, calculated
based on the provisions of enacted laws, including the tax rates in effect for current and future
years. Valuation allowances are established for deferred tax assets when it is more likely than not
they will not be realized.

Use of Estimates

The preparation of the statement of financial condition in conformity with US GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statement.
Actual results could differ from these estimates.

FASB Interpretation No. 45, "Guarantor's Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness to Others” ("FIN 45") requires the
disclosure of representations and warranties which the Company enters into which may provide
general indemnifications to others. The Company in its normal course of business may enter into
other legal contracts that contain a variety of these representations and warranties that provide
general indemnifications. The Company's maximum exposure under these arrangements is
unknown, as this would involve future claims that may be against the Company that have not yet
occurred. However, based on its experience, the Company expects the risk of loss to be remote.



IFL Capital, LLC
Notes to Statement of Financial Condition
December 31, 2004

4.

Expense Sharing Agreement

On May 14, 2004 the Company and IFL entered into an Amended and Restated Administrative
Services and Expense Sharing Agreement (the “Expense Sharing Agreement”). In accordance with
the Expense Sharing Agreement, the Company shall, on a monthly basis, reimburse IFL for salaries
and related expenses of registered investment personnel as well as a proportional share of certain
administrative and overhead costs paid on behalf of IFL Capital.

On February 25, 2005, the Firm and IFL amended the Expense Sharing Agreement which permits
the Firm to terminate its obligations, if required.

Income Taxes

The Company is treated as a disregarded entity for Federal Income Tax purposes. The results of
the Company’s operations are included in the U.S. Federal Income Tax return of IFL and are
subject to state taxation in various jurisdictions.

At December 31, 2004, the Company had net deferred tax assets of approximately $3,710,000,
primarily resuiting from the future tax benefit of net operating loss carry forwards. Such net
deferred tax assets are fully offset by a valuation allowance due to the uncertainty as to their future
realization due to the Company’s limited operating history and its net losses since commencement
of operations. The Firm will re-evaluate the valuation allowance as future operations continue.

Member’s Equity

During the period December 9, 2003 (commencement of operations) through December 31, 2004,
the Company received an aggregate of $12,106,810 in capital contributions from IFL (including
$104,257 of non-cash contributions).

Additionally, prior to the commencement of the Expense Sharing Agreement (note 3), certain
expenses incurred by [FL Capital were paid directly by IFL. Such disbursements in the amount of
$104,257 by IFL have been recorded as capital contributions to the Company.

Net Capital Reguirements

As a registered broker-dealer, [FL Capital is subject to the SEC Uniform Net Capital Rule (“Rule
15¢3-17) of the Securities Exchange Act of 1934, which requires the maintenance of minimum net
capital. Under Rule 15¢3-1, IFL Capital is required to maintain minimum net capital equal to the
greater of $100,000 or 6 2/3% of aggregate indebtedness. At December 31, 2004, IFL Capital had
net capital of $3,534,084, which was $3,229,031 above its required net capital of $305,053. The
ratio of aggregate indebtedness to net capital was 1.29 to 1 at December 31, 2004.
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PricewaterhouseCoopers LLP
PricewaterhouseCoopers Center
300 Madison Avenue

New York NY 10017

Telephone (646) 471 3000
Facsimile (813) 286 6000

To the Member of
IFL Capital, LLC:

In planning and performing our audit of the financial statements and supplemental schedules of
IFL Capital, LLC (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 cur opinion on the financial statements and not
to provide assurance on the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”),
we have made a study of the practices and procedures followed by the Company, including tests
of compliance with such practices and procedures, that we considered relevant to the objectives
stated in Rule 172-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness and net capital under Rule 17a-
3(a)(11); and .
2. Determining compliance with the exemptive provisions of Rule 15¢3-3.

Because the Company does not carry securities acoounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13;
2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System; and
-3. 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
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of control 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 above-mentioned 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 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 the preparation of financial




PRICEV ATeRHOUSE(COPERS

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 internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of
internal control to future periods is subject to the risk that controls may become inadequate
because of changes in conditions or that the effectiveness 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 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 one or more 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, including procedures 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
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 December 31, 2004 to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the National Association of Securities Dealers, and other regulatory agencies that rely
on Rule 172a-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.

' MMMM @0/4@“4 d{ﬁo

February 28, 2005




