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OATH OR AFFIRMATION

1, Gary Premer - o, swear (or affirm) that; to the best of
. my knowledge and behef the accompanymg ﬁnancml statemem and supportmg schedules pertaining to the firm of

CFM Secunues Inc

. of December 31 L _ | : 2004 ' ' , are true and correct: 1 further swear {or affirm) that

, as

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:

N ( Signature

President
Title

E (a) Facing Page.

& (b) Statement of Financial Condition.

B (c) Statement of Income (Loss).

B (d) Statement ofehzngmﬁrnancmi-emdﬂron CashFlows : ‘

B (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprletors Cap1ta1

O (fH Statement of Changes in Liabilities Subordinated to Clalms of Creditors. .

B (g) Computation of Nei Capital.

0 (h) Computation for Determination of Reserve Requxrements Pursuant to Rule 15¢3-3.

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

[0 ) A Reconciliation, including appropnate 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.

L w a Recenciliation between the audxted and unaudlted Statements of Financial Condition with respect to methods of
consolidation. :

Ell (1) An Oath or Affirmation.

L1 (m)-A copy of the SIPC Supplemental Report. ‘

[ (n) Areportdescribingany materlal inadequacies found to existor found tohave existed since the date ofthe prevxous audlt

**For condmons ofconﬁderzaa‘l t/'eq(ntgrzt ofcertam p,ornons of this filing, see section 240.17a-5{(e}(3).
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Mason Russell West LLC
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3Y RUSSELL, JR. - o o : R ~ CONSULTING SERVICES

Report'of,lndepéndeht‘ Certified Public Accouhtgnts

* The Board of Directors and Stockholders
CFM Securities, Inc. ’
Greeley, Colorado

We have audited the accompanying statement of financial condition of CFM Securities, Inc. as of

- December 31, 2004, and the related .statement of operatioris ‘cash flow and- stockholders’ equity for

- the eighteen months then ended that you are ﬁlmg 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 is to express an opinion on these financial statements based on our

" audits. The financial statements of CFM Securities, Inc. as of June 30, 2003 and for the year then

ended were audited by other auditors whose report dated July 16, 2003 expressed an unquahﬁed
-opinion on those statements

We Conducted our audits in 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 presentatlon We beheve‘
that our audlts prov1de a reasonable basis for our oplmon :

. In our opinion, the 2004 financial statements referred to above present fairly, in all material respects;
the financial position of CFM Securities, Inc. at December 31, 2004 and the results of its operations,
cash flows and changes in stockholders’ equity for the eighteen months then ended in conformity
with accounting principles generally accepted in the United 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 page 8 is presented for

purposes of additional analy51s and is not a required part of the basic financial statements, but is
. supplementary information required by Rule 172a-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 fairly stated in all material respects n relatlon to the basic financial
. statements taken as a whole. '

W%%uc

.thtleton Colorado o e o
Februatry 3,2005 o 5 i
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S CFM Secuntles Inc |
Statements ‘of Financial Condition
For the Years Ended December 31 2004 and June 30 2003

Y

E Assets

Cash and cash equwalents

Certificate of deposit
Recewable from parent company

‘T,otal Assets
‘LLiabilities and Stockholders’ Equity
| Contrattual'comnﬂthieht ‘

Stockholders Equity -
‘Common Stock, par value $.01 cent per share:
Authonzed 50,000 shares; -
issued and outstandmg 1, 000: -
Additional pald-m capital
- Retamed earnings . -

Total Stockholders Equlty

Total L1ab111tles and Stockholders Equ1ty

The accompanying notes are an integréil pérc of the

2004 -

7617

2003
§ 4538 8 2,098
7,893
50,232 61,330
§° 62,663 § 71,045
‘$ . 38 $ 38
S U 10
5,090 5,090
57525 65.907
62,625 71,007
5 62,663

se statemen‘ts'.',

$ 71,045




' CFM Securities, Inc.
- Statements of Income

For the Elghteen Months Ended December 31 2004

. and the Year Ended June 30 2003

. 2004 " 2003
Revenues - o , EE
~Commissons $ 298,883 $ 177,458
* Interest - - 284 195
Total Revenues 299,167 177,653
lEipenses |
Service expenses - -
Commissions 41,708 33,755
- Personnel expenses . 191,513 195,637
Adrmmstratlve expenses 72,763 50,167
 Total Expenses 305,984 - 179,559
Net Income Before Taxes - (6,817) (1,906)
Provision for Income Taxes o N
~ Current tax provision (1,565 -
Nt (Loss) § (8382 . $_ (1,906

_ The accompanymg notes are an mtegral part of these statements.
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.. CFM Securities, Inc.
P . Statements of Cash Flows

For the Eighteen Months Ended December 31, 2004

and the Year Ended June 30, 2003

Cash \_Fldws‘ From Operating A.ctAivit.ies o
- Commissions received from brokers and dealers
Cash pald for service fees and other expenses '

Interest recerved ~
‘Income taxes paid - -

Net Cash Prov1ded (Used) by Operatmg Act1v1t1es A

Cash Flows from Investmg Act1v1t1es
* Purchase of certificates of deposit.
Redempt1on of certlﬁcates of deposit - ..

“Net Cash Provided by _Investmg Actiﬁties ' :
" Net Increase in Cash | . |

Cash at Begmmng of the Year -

‘Cash at- End vof the Year

Reconcﬂlatlon of Net Income to Net Cash Prowded (Used)
' by Operating Activities =~ o
Net income (Loss) '
Interest added to ceruﬁcate of deposit
- Changes in assets and liabilities: ’
(Increase) decrease in:
Receivables from parent company
Increase (decrease) in:-
‘Income taxes payable
Contractual eemmi_tmem

Net Cash Provided (Used) by Operating Activities

2004

900

2003
$ 208883 § 177,458
(294,886) . (175,127)
084 233
(1,563) (1,664)
2716
(7,893) - (7,617)
7.617 7,702
- (276) 85
2,440 985
2,098 1,113
$ 4538 § 2,008
§ (8382) $ (1,906)
11,008 4,432
- 38
s 2716

The aec()mpanying no_tes“ere an integral part of tﬁese statements.

4

$ 900




“CFM Securltles Inc
Statements of Stockholders Eqwty
For the Eighteen Months Ended December 31, 2004
and the Year Ended June 30, 2003 '

SR ° Additional Retained
~ Common Stock . . " Paid-In  Earnings .
Authorized - Shares Amount Capital- (Deficit)  Totals

;BalanceJune3o 2002 50,0001 1,0000 $ 10 $ 5090 - $67,813  $72,913
(1,906)  (1,906)

Net income g o - - -

Balance June 30, 2003 © 50,000 1,000 .10 5,090 65,907 71,007
Netmcome C S - D - (8,382) . (8,382)

“ BalanceDecember'31,2004, 50,000 1,000 $ 100 % 5,090 $57,525  $62,625

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




CFM Securities, Inc.
| Notes to Financial Statements
December 31, 2004 and June 30, 2003

Organization and Sign'ifi'can.t Accounting Policies

l

Organlzatlon and Nature of Busmess ‘ ,
~ CFM Securltles Inc. (the Company) was 1ncorporated n the State of Colorado in March 1992,
_and is in the business of selling securities for a commission. The company is a wholly-owned

~ subsidiary of Colorado Financial Management, Inc.; a Colorado Corporation engaged in the

~ financial. planning business. The company is a dealer in mutual funds and variable annuities
only and promptly transmits-all funds-and delivers all securities received in connection with its

-activities -and does not hold funds or securities for, or owe money Or securities to, customers.
Customers make . their investments dlrectly payable to the approprlate registered mvestment ‘

' compames or insurance compames : ‘

Cash and Cash Equlvalents

For purposes of the statement  of changes n ﬁnanc1a1 posmon the Company considers all
highly liquid ﬁnancwl 1nstruments purchased with a matunty of three months or less to be cash
equlvalents : :

" Revenue Recogmtlon ,
Customers’ securities transactlons wrth related commrssmn income and expenses are recorded ,
ona trade date ba51s ‘ : - '

Income Taxes N : : :
For income tax purposes, the Company files a consohdated income tax.return with its parent.
" These financial statements reflect income taxes on 1ts share of consolidated taxable i income.

During 2004, the shareholders »of ‘the parent corporation elected “to be taxed under the
~ provisions of the IRS code as a tax- option‘corpor‘a’tio'n (am"S" corporation). Accordingly, any
resulting tax liabilities or- beneﬁts resulting from operatrons are those of the 1nd1v1dual
~ shareholders of the parent.

Use of Estlmates :
The preparation of financial statements in conformrty with generally accepted accountmg
‘principles requires' management to make estimates and assumptlons that affect the amounts
reported in the ﬁnancral statements and accompanylng notes Actual results could dlffer from -
these estimates.




CFM Securltles |nc |
Notes to F|nanC|aI Statements (contmued)
December 31 2004 and June 30 2003

Organizatibn and Significant Acc'ou‘n‘ti"ng Foli'cies_ (continued)

Reclassrﬁcatlons : I

. Certain reclassifications have been made to the. ﬁnancral statements to conform with the 2004
 financial statement presentation. The reclassifications have no effect on the net income or net
cash ﬂows for the year ended December 31, 2004 Co

\

'Certif‘icat‘e of Deposit’

’ The cemﬁcate 1ssued in 2002 bears mterest at 2. 72% and matures m October 2005. Penaltles
are charged for early Wrthdrawal ‘ : :

. Net Capital Requirements

* Pursuant to the net capital provisions.of Rule 15¢3-1(a)(3) of the Securities and Exchange
~ Commission, the Company is required to maintain a minimum of $5,000 net capital, as defined
under such provisions. Net capital and the related net capital ratio (aggregate indebtedness to
* et capital)- may fluctuate on a daily basis. At December 31, 2004 and June 30, 2003, the

Company had net caprtal of $12 394 and $9 676, respectwely

D

Related Party Transactions

- The company has a service agreement with its parent company whereby the parent company
prov1des managerial and-¢lerical support for the Company: Under the agreement, the Company
pays a percentage of the parent company's administrative costs based on a percentage of the
‘consolidated revenue, and reimburses, the parent company for direct costs paid on behalf of the
~Company, including office space, supplies,_ and other expenses of the securities business. Total
 allocated costs and reimbursed expenses paid to the parent company were $264,276 and $145,804
for- the eighteen months ended December 31 2004 and the year ended June 30, 2003
‘ respectlvely )

At December 31, 2004 ‘and June 30, 2003 there was $50,232 and $61 331 respect1vely, due from
the parent company. This balance i is nonmterest beanng and payable on demand.
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-

N et Capltal

CFM Securltles Inc

Computat|on of Aggregate Indebtedness.
" and Net Capltal Pursuant to Rule 15¢3-1

- For the Elghteen Months Ended December 31, 2004

and the Year Ended June 30, 2003

2004

. Total stockhiolders' equity '~ . .- ; $ 62,625
Deductions , '

~ Equipment and furniture, net. . - ' . -
Receivables, from related parties . C - 50,232

* Club membership and depos1t ce L .-
Other assets o R ‘ - -

2003

71,007

61,331

Total Deductlons R R C _ ST 50,232

61,331

TotalNet Capltal ) L - 0§ 112,393

9,676

A’ggr'egate Ind_ebtedness
- Payables and accruals = T S .8 38
Income taxes payable . S - o . -

. 38

Other accrued liabilities . EEE « -

Total Aggregate Indebtedness Co s 3§ 38

38

Computatlon of Basic Net Capltal Requn'ements

- 6.2/3% of aggregate mdebtdness 3

' Mnnmum net capital . 5,000

5,000

~ Greater of the two tam‘oun'ts‘ . 5,000

5,000

A s in

Capltal n excess of requ1red minimum 7,393

A |l |n

4,676

'Ratlo of aggregate mdebtedness to net capltal S ©. 0,00

Reconciliation w1th Company S computatlon mcluded in Part 11 of Fonn X-17a-5
Net capital, as reported in Company's Part 0

(unaudlted)FOCUSReport o o S8 12,393
No adJustment required : : S Sl L

9,639

9,639

Net capital per above . .~ . . . ‘ $ 12,393




| Maso‘n Russell West, LLC

- 739 WEST LITTLETON BLVD.
LITTLETON, CO 80120-2337 .
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'DICK MASON , : L : o ' .. CERTIFIED PUBLIC ACCOUNTANTS
RAY RUSSELL, JR. L : ‘ v e : v CONSULTING SERVICES

Report of Independent Certlfled Publlc Accountants
: on -
Internal Control Structure Requnred by SEC Rule 17a-5

" The Board of D1rectors and Stockholders |
LC FM Securities, Inc.
(Jreeley, Colorado

; In. planning and performing our audit of the financial statements of CFM Securities, Inc. for the
J - eighteen months ended December 31, 2004, we considered 1ts internal control structure 1nclud1ng
. procedures for safeguardmg securities, n order to determine our auditing procedures for the purpose of
expressing’ our oplmon on the financial statements and not to provrde assurance on the internal control
structure. ‘ :

- Also, as required by Rule'l7a-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 CFM Securities, Ine. that we consrdered 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 the procedures for determining -compliance with the
exemptlve 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 required by Rule 17a-13 or in complying with the requirements for
prompt payment for securities under Section-§ of Regulatlons T of the Board of Governors of the
Federal Reserve System, because the Company does not- carry secunty accounts for customers or -
perform custod1a1 functlons relating. to customer securities. .

The management of the Company is reSponsible for establishjng and maintaining an internal control
structure and the practices and procedures referréd 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 achl_eve the Commission’s above-mentioned objectives.

Two of the objectives.of an intérnal 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 authonzatlon and recorded properly to permit
preparation of ﬁnanmal statements in-conformity with general]y accepted accountmg pnnmples Rule
17a- S(g) lists add1t10na1 objectives of the practrces and procedures listed in the precedmg paragraph

-mswrsmmomu
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The Board of Drrectors and Stockholders
CFM Securities, Inc.,
Page 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 mrght 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 thé risk that errors or fraud in amounts that would be material in relation to the financial

statements being audited may occur and not be detected within a tlmely perlod by employees in the
‘normal course of performing their assigned functions. However, we noted no matters involving the

internal control’ structure, mcludrng procedures for safeguarding securities, that.we consider to be
‘, “matérial weaknesses as defined above In addition, our consideration of the internal control structure
indicated that the Company was in comphance 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 condltrons have not
been comphed with dunng the penod o '

. We understand that practlces and procedures that accomphsh the obJectwes referred to 1n the second
‘paragraph of this report aré 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 matenal
inadequacy for such purposes. Based on this understanding and on our study, we beheve that the

Company’s practlces and procedures were adequate at Dccember 31, 2004 to meet the Commission’s
objectives. : ’ :

This report is intended solely for the information and use of the Board of Directors, managetnent, the -
Securities and Exchange Commission, the National Association of Securities Dealers, Inc., and other
regulatory agencies that rely on Tule 17a~5(g) urider 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.

WWMWMCM

February 3, 2005
Littleton, Colorado




