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‘ ' " OATH OR AFFIRMATION

1, @w &L/‘?’s EBJQ/% O‘(“l/(,@ "/ , swear (or affirm) that, to the best of
tuy knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

DAeRR  Crmven  CropPobirTow , s
of ékﬁé@égﬁ i (} , 20 W , are true and correct. I 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:

/

YA~

Notary Public

_AA g S ST, S &
< IENNEKE SUWlTO

W, Commission # 1378143
24 Notary Public - California §
: Crange County
T My Comm FxpwesOcM 2006 f"

This report ** contains (check all applicable boxes):

B (a) Facing Page.

™ (b) Statement of Financial Condition.

B (c) Statement of Income (Loss).

B (d) Statement of Changes in Financial Condition.

Bd (e) Statement of Changes in Stockholders’ Equity or Partners or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

M (g) Computation of Net (Capital.

O mw Computation for Detzrmination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

O (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the

Computation for Det:rmination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.

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

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

]|

**For conditions of confideniial treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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AN ACCOUNTANCY (CORPORATION

19742 MacArthur Blivd., Suite 240, Irvine, CA 92612-2446
(949) 752-0274 FAX (949) 752-9033

Independent Auditor’s Report

Board of Directors
Duerr Financial Corporation:

We have audited the accompanying statement of financial condition of Duerr Financial
Corporation (the Cornpany) as of December 31, 2004, and the related statements of income,
changes in stockholders’ equity, and cash flows for the year then ended that you are filing
pursuant to rule 17a-5 under the Securities Exchange Act of 1934. 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 U.S. generally accepted auditing standards. 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 rzasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Duerr Financial Corporation at December 31, 2004, and the results of
their operations and their cash flows for the year then ended in conformity with U.S. generally
accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule I 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 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.

' M 4 Q\\W
Irvine, California

February 22, 2005
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DUERR FINANCIAL CORPORATION
STATEMENT OF FINANCIAL CONDITION
December 31, 2004

The accompanying notes are an integral part of these financial statements.
2

ASSETS
Cash $ 748,025
Commissions receiveble 207,185
Investments 13,050
Deposits with clearing organization and others 56,118
Furniture, equipment, and lease hold improvements, at cost, less accumulated
depreciation and amcrtization of $118,372 32,616
$ 1,056,994
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Accounts payable $ 414,627
Accrued bonuses 28,000
Due to Parent Company 10,000
452,627
Stockholder' Equity:
- Common Stock, no par value, 10,000 shares
authorized, 1,000 shares issued and outstanding 10,000
Additional paid-in capital 570,100
Retained Earnings 24,267
Total Stockholders' Equity 604,367
$

1,056,994




DUERR FINANCIAL CORPORATION
STATEMENT OF INCOME
For the Year Ended December 31, 2004

REVENUES:
Commissions $ 1,254,559
Interest 1,664
1,256,223

EXPENSES:

Employee compensation and benefits 518,890
Occupancy : 56,659
Licenses ‘ 28,065
Professional fees 20,574
Commissions and fees 151,848
Business promotion and development and technology 79,114
Management fees 60,000
Depreciation and amortization ' 25,917
Office expense and miscellaneous 48,533
989,600
Income (loss) before income taxes 266,623
Provision for income taxes 800
Net Loss $ 265,823

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




DUERR FINANCIAL CORPORATION
STATEMENT OF CHANGES IN STOCKHOLERS’ EQUITY
For the Year Ended December 31, 2004

Capital Stock Additional Total
Common Paid - in Retained Stockholders’
Shares Amount Capital Earnings Equity
Balance at
January 1, 2004 1,000 $ 10,000 $ 570,100 § ( 241,556) $ 338,544
Net income 265,823 265,823
Balance at
December 31, 2004 1,000 § 10,000 $ 570,100 $ 24267 §$ 604,367

The accompanying notes are an integral part of these financial statements.
4




DUERR FINANCIAL CORPORATION
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2004

Increase (Decrease) in Cash and Cash Equivalents

Cash flows from operating activities:

Cash received from customers $ 1,247,024
Interest received in cash 1,664
Cash paid to suppliers/employees ( 898,097 )
Cash paid for taxes ( 800 )
Net cash provided by operating activities $ 349,791
Net increase in cash and cash equivalents 349,791
Cash - beginning of ycar 398,234
Cash - end of year . ' ' $ 748,025

Reconciliation of Net Income to Net Cash
Provided by Operating Activities

Net Income $ 265,823

Adjustments to reconcile net income to net cash
provided by operations:

Depreciation 25,917
Changes in assets and liabilities: '
Increase in commissions receivable ( 7,535)
Increase in accounts payable 43,836
Increase in bonuses payable 21,750
Net cash provided by operations $ 349,791

The accompanying notes are an integral part of these financial statements.
: 5




DUERR FINANCIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
December 31, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Organization and Nature of Business

Duerr Financial Corporation (the “Company”) is a broker-dealer registered with
the Securities and Exchange Commission (SEC) and the National Association of
Securities Dealers (NASD). The Company is a California corporation that is a
wholly-owned subsidiary of DFC Group, Inc. a Delaware corporation (Parent).

Deferred Income Taxes
Deferred income taxes are provided on timing differences between financial
statement and income tax reporting.

Cash and Cash Equivalents

For th: Statement of Cash Flows, the Company considers all highly liquid debt
instrurnents purchased with maturities of three months or less to be cash
equivalents.

Concentrations of Credit Risk

The Company received the majority of its commissions (income) from a few
sources. Should these sources encounter financial difficulties, or should they
choose another entity to do business with, these events would have a very severe
effect on the Company’s profitability.

The Company has concentrated its credit risk for cash by maintaining deposits in
banks located within the same geographic region. The Company primarily
transacts its business with one financial institution.

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.

Income Taxes

The Company is included in the consolidated federal income tax return filed by
the Parent. The Company files its own state tax returns. The amount of current
and deferred taxes payable or refundable is recognized as of the date of the
financial statements, utilizing currently enacted tax laws and rates. Deferred tax
expenses or benefits are recognized in the financial statements for the changes in
deferred tax liabilities or assets between years.




DUERR FINANCIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
December 31, 2004

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONT.

G. Property, Equipment and Depreciation
Property and equipment are carried at cost. Depreciation is calculated using the
straight line method over the estimated useful lives of the assets.

NOTE 2 - LEASE COMMITMENTS
The Company’s lease commitments, consists of office equipment and furniture.

Rental expense for all operating leases for the year was $18,688. Future
obligations over the primary terms of the leases are as follows:

Year Ended

December 31
2005 $ - 8,728
2006 1,454
2007 0
2008 0
2009 0

NOTE 3 - INVESTMENTS

Investments consist of NASD warrants purchased by the Company and are shown
at their original cost.

NOTE 4 - INCOME TAXES

The Company is included in the consolidated federal income tax return filed by its
Parent. Federal income taxes are calculated as if the Company filed a separate
federal income tax return. The Company files its own state tax returns. The
current and deferred portions of the income tax expense (benefit) included in the
‘'statement of operations are as follows:

Current Deferred Total
Federal $ 0 3 0 $ 0
State 800 0 800
$ 800 $ 0 $ 800
7




DUERR FINANCIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
December 31, 2004

NOTE 5 - EMPLOYEE BENEFITS

The Company provides a 401(k) plan for its employees. The Company will
match 50% of the employee contributions to the plan, up to a maximum of 12% of

an employee’s compensation. The Company’s matching contributions were
$11,053 for the year ended December 31, 2004.

NOTE 6 - RELATED PARTY TRANSACTIONS
The Company reimburses operating costs to an affiliate. Costs include secretarial
and accounting services, rent, supplies and other related items. The amounts paid
are allocated based upon the number of employees of each Company.
In addition, the Company paid management fees in the amount of $60,000 to the
Parent corporations holding company.

NOTE 7 - NET OPERATING LOSS CARRYFORWARD

A state net operating loss in the amount of $618,764 was carried forward from
2003 to 2004. Taxable income for 2004 was entirely offset by the carryforward.
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DUERR FINANCITAL CORPORATION

COMPUTATION OF NET CAPITAL UNDER RULE 15¢ 3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION
As of December 31, 2004

SCHEDULE I

Total stockholders’ equity
Deduction:
Nonallowable assets:
Securities
Furniture,cquipment, and leasehold
improvements, net
Other assets

Net Capital
Total aggregate indebtedness
Computation of basic net capital requirement
Minimum net capital required:

Company

Excess net capital

Ratio: Aggregate inclebtedness to net capital

604,367

( 13,050 )

( 32,616 )'
( 6,118 )

552,583

452,627

50,000

502,583

82t01

Reconciliation with Company’s computation (inciuded in Part IIA of revised Form X-17a-5a as

of December 31, 2004)

Net capital, as reported in Company's
Part IT A (unaudited) FOCUS report

Assets reported as nonallowable:
Property and =quipment

Audit adjustments to depreciation and amortization

Net capital per above

552,583

( 11,464 )

11,464

552,583
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.f} AN ACCOUNTANCY CORPORATION
19742 MacArthur Blvd., Suite 240, Irvine, CA 92612-2446
(949) 752-0274 FAX (949) 752-9033

Independent Auditor’s Report on
Internal Control Required by Sec Rule 17a-5

Board of Directors
Duerr Financial Corporation:

In planning and performing our audit of the financial statements and supplemental schedules of
Duerr Financial Corporation (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 Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule
15¢3-3. Because the Company does not carry securities accounts 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 quarterly securities examinations, counts, verifications, and comparisons
2. Recorclation of differences required by rule 17a-13

3. 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

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 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 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

10
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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 internal control or the practices 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 ¢ffectiveness 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 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 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
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 use of 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 dealer, and should not be used by anyone other than
these specified parties.

kAMh‘ ) um\*. d Q\\W
Irvine, California

February 22, 2005
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