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I, DAVID WICKERSHAM

OATH OR AFFIRMATION

swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
THE LEADERS GROUP, INC.

as of

DECEMBER 31 , 1%__2004are 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 soley as that of
a customer, except as follows: ‘

PRESIDENT

Title

Notzr)' Public

e Creoeirs. s 12407

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 Propnetor s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital
(h) Computation for Determination of Reserve Reqmremems Pursuant to Rule 15¢3-3.
() Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 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 con-
solidation.
(1) 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.

BOo0E B BS8BSDFOBRE

**For conditions of confidential treatment of certain poniohs‘of this filing, see section 240.17a-5(e)(3).
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\ e \ 617 North 17! Street
RICKORDS &ASSOCIATIES, P.C. Colorado Springs, CO 80904
CERTIFIED PUBLIC ACCOUNTANTS (719) 444-0770 (800) 480-0770 Toll Free
‘ (719) 444-0909 Fax (877) 457-2232 Toll Free Fax

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
The Leaders Group, Inc.

We have audited the accompanying balance sheet of The Leaders Group, Inc. (a Sub-chapter S
Corporation) as of December 31, 2004, and the related statements of income, retained earnings, and cash
flows for the year then ended. These financial statements are the responsibility of the Company’s
managements. 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 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 reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Leaders Group, Inc. as of December 31, 2004, and the results of its operations and

. its cash flows for the year 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 accompanying supplementary information 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 and 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.

Yol “Rgrtalss, . C .
. / Co
2 ,;ég' | Cagstioles P
Rickords & Associates, P.C.

Colorado Springs, CO 80904
February 18, 2005




FINANCIAL STATEMENTS



_ The Ledders Group, Inc.
Statement of Financial Condition
December 31, 2004 and 2003

Assets
2004 2003
Current assets:
Cash ‘ ‘ $1,278,993 $ 748,479
Accounts receivable 91,918 - 57,914
CRD deposit 22,967 17,698
Total current assets 1,393,878 824,091
Fixed assets:
Equipment 81,180 72,650
Accumulated depreciation ' (80,775) (71, 438)
Total fixed assets 405 1,212
Other assets:
Deposits 8,132 8,132
Total assets 51,402,415 $ 833,435

Liabilities and Stockholders’ Equity

Current liabilities:

Accounts payable $ 190,000 $ 141,000
Income taxes payable ’ 16,092 9,693
Commissions payable 524,671 56,372

Total current liabilities , S 730,763 207,065

Stockholders equity:
Commons stock,$.10 par value,
10,000 shares issued and
outstanding _ $ 2,000 S 1,000

Paid-in-capital 12,000 13,000
Retained earnings ' 657,652 612,370
Total stockholder’s equity 671,652 626,370

Total liabilities and
Stockholders’ equity ' $1,402,415 $ 833,435

The accompanying notes are an integral part of these financial statements.
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; ' The Leaders Group, Inc.
Statement of Income and Retained Earnings
For the years ended December 31, 2004 and 2003

2004 2003
Revenue: .
Commissions & Consulting ] $20,254, 367 $16,122,069
Operations expense:
Advertising ' 5,172, . 543
Bank charges ' 3,125 399
Commission 16,477,717 13,052,960
Consulting ' 50,000 00
Contributions : 00 60
Depreciation v 9,337 29,439
Dues & subscriptions 18,081 5,740
Eguipment rental 6,995 963
Insurance : 745,710 460, 465
Interest 00 112
Licenses & permits : 156,860 461,582
Management fee _ 380,000 180,000
Meetings ’ . 7,027 3,328
Moving ’ . 3,968 4,091
Office supplies 14,037 10,849
Payroll & payroll expense 1,908,208 1,495,690
Penalty ‘ 476 00
Postage ’ 9,641 14,928
Printing 6,426 2,767
Professional development 136 27,295
Professional fees ‘ 117,421 76,839
Rent 113, 381 103,596
Repairs : 563 00
Software : 18,965 17,335
Supplies-marketing 2,311 4,970
Miscellaneous ‘ 00 1,684
Taxes : 349 506
Telephone ‘ 41,028 38,900
Training o 18, 681 800
Travel & entertainmen 78, 628 80,981
Website ) 81 00
Total operating expenses 20,194,324 16,076,822
‘ 60,043 45,247
Other income: . _
Interest . : ‘ 1,331 542
Income from operations before
provision for income taxes 61,374 45,789
Provisicon for income taxes ‘
Federal . 12,662 7,423
State 3,430 ‘ 2,270
16,092 : 9,693
Net income ‘ 45,282 36,096
Retained.earnings, beginning of year ‘ 612,370 576,274
Retained earnings, end of year S 657, 652 S 612,370
Earnings per share ) 4.53 S 3.61

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

.



The Leaders Group, Inc.

Statement of Cash Flows

For the years ended

December 31, 2004 and 2003

Cash Flows from Operating Activities:

Cash received from clients
Interest received :
Cash paid to employees, supplies or services

Net cash from operating activities

Cash Flows from Investing Activities:

Purchase of property and equipment
Disposal of property and equipment
Net cash used by investing activities
Net increase (decrease) in cash and equivalents

Cash and equivalents at beginning of year

Cash and equivalents at end of year

2004

$16,082,796

2003

$16,122,069

RECONCILIATION OF NET OPERATING INCOME

TO NET CASH FROM OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash

provided (used) by operating activities:
Depreciation

Changes in assets and liabilities:

Decrease/{increase) in accounts
receivable and deposits

Increase/ (Decrease) in accounts
payable and accrued expenses

Total adjustments

Net cash from operating activities

1,331 542
(15,545, 083) (16,310,052)
539,044 (187,441)
(8,530) (5,085)
00 (23,483)
(8,530) (28,568)
530,514 (216,009)
748,479 964,488
$ 1,278,993 S 748,479
$ 45,282 $ 36,096
9,337 29,439
(39,273) (13, 385)
523,698 (239,591)
493,762 (223,537)
S 539,044 $  (187,441)

The accompanying notes are an integral part of these financial statements.
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The Leaders Group, Inc.
Statements of Changes in Stockholders Equity
For the years ended
December 31, 2004 and 2003

Common Paid-in Retained
Stock . Capital Earnings Total
Balance, ‘

December 31, 2002 $1,000 513,000 $576,274 $590,274
Net income, .

December 31, 2003 0 0 36,096 36,096
Balance, ]

December 31, 2003 1,000 13,000 612,370 626,370
Stock sale 1,000 - (1,000) 00 00
Net Income

December 31, 2004 0 0 45,282 . 45,282
Balance,

December 31, 2004 : $2,000 $12,000 $657,652 $671,652

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

-5-



THE LEADERS -GROUP, INC.
Notes to Financial Statements
‘December 31, 2004 and 2003

(1) Organization and Business of the Company:
The Leaders Group, Inc. (TLG) is owned 100% by David R. Wickersham and
was incorporated under the laws of the State of Delaware in July,
1994, TLG was formed to provide turn-key broker-dealer and back office
support for financial service professionals.
TLG was originally owned by D.E. Frey Group, Inc. In January
1995, SunAmerica Securities, Inc. acquired 100% of the equity ownership
of TLG. Wickersham and Janney purchased all issued and outstanding stock
of TLG as of July 10, 1995. On May 21, 1999,David - R.Wickersham
purchased from the Larry K. Janney Estate all of the stock owned by
Larry K. Janney.
In accordance with regulations under the Securities Exchange Act of 1934
the Company is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and 1s a member of various exchanges and the
National Association of Securities Dealers (NASD). This is a self-
regulating body formed by the industry to protect its members and the
investing public.

(2) Summary of Significant Accounting Policies:

a. Basis of Presentation

The financial statements include the accounts of the Company. The
Company is engaged in a single line of business as a securities
broker-dealer, which comprises several classes of services,
including principal transactions, agency transactions, investment
banking, investment advisory, and venture capital businesses.

b. Securities Transactions

Proprietary securities transactions 1in regular-way trades are
recorded on the trade date, as if they had settled. Profit and
loss arising from all securities and commodities transactions
entered into for the account and risk of the Company are recorded
on a trade date basis. Customers’ securities and commodities
transactions are reported on a settlement date basis with
regulated commission income and expenses reported on a trade date

basis.
Amounts receivable and payable for securities transactions
that have not reached their contractual settlement date are

recorded net on the statement of financial condition.

c. Commissions

Commissions and related clearing expenses are recorded on a
trade-date basis as securities transactions occur.

-6
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THE LEADERS GROUP, INC.
Notes to Financial Statements
December 31, 2004 and 2003

d. Statement of Cash Flows

For purposes of the Consolidated Statement of Cash Flows, the
‘Company has defined cash equivalents as highly liquid investments,
with original maturities of less than ninety days, that are not
held for sale in the ordinary course of business.

e. Deferred Compensatidn

No provision is made for holidays and sick leave pay since only
those on commission basis would be eligible and there is no
agreement. Any amounts determined for deferred compensation would
be immaterial. :

No provisions for salaried personnel.

f. Property and Egquipment

Property and equipment are carried at cost. Maintenance and
repairs are charged to costs as incurred. Expenditures for major
betterments are capitalized and depreciated over the estimated
life of the asset. Gain or loss on retirement of property is
included in income.

g. Estimates

There are no significant estimates wused 1in preparation of
financial statements. Depreciation is the only estimate present.

Wickersham Management Corp. 1is a wholly owned corporation of David
Wickersham and management fees are pald to the company by The Leaders

(3) Related Party Transactions:
Group, Inc.
(4) Provision for Income Taxes:

Provision for income taxes amounted to $16,092 for 2004 (an effective
rate of 37%). The actual tax expense for 2004 differs from the
“expected” tax expense (computed by applying the U.S. Federal Corporate
tax rate of 34% to earnings before income taxes) as follows:

Provision for income taxes amount to $9,693 for 2003 (an effective rate
of 37%). The actual tax expense for 2003 differs from,6 the “expected”
tax expense (computed by applying the U.S. Federal Corporate tax rate of
34% to earnings before income taxes) as follows:

» 2004 2003

Computed “expected” tax expense $20,370 $12,273
Surtax exemption (7,708) (4,850)

State income tax 3,430 2,270
$16,092 $ 9,693



THE LEADERS GROUP, INC.
Notes to Financial Statements
December 31, 2004 and 2003

(5) Net Capital Requirements:
Pursuant to the net capital provision of Rule 15c3-3 of the Securities
Exchange Act of 1934, the Company is required to maintain a minimum net
capital, as defined under such provision. Net capital and the related
net capital ratio may fluctuate on a daily basis. At December 31, 2003,
the Company had net capital and net capital requirements of
approximately $600,540 and $13,804. The Company’s percent of aggregate
indebtedness to net capital at December 31, 2003 was 78%. At December
31, 2004, the Company had net capital and net capital requirements of
approximately $595,066 and $50,000. The Company’s percent of aggregate
indebtedness to net capital at December 31, 2004 was 123%.
(6) Deferred Compensation:
No provision is made for holiday and sick leave pay.
(7) Financial Instruments:
The Company maintains two checking accounts . at Wells Fargo Bank. The
balances were $743,926.98 and $535,066.08 at December 31, 2004.
Accounts at the institution are insured by the Federal Deposit Insurance
“Corporation up to $100,000. At December 31, 2004, there would be an
uninsured cash balance’ of $1,178,993.83.
{(8) FEarnings Per Share:
Earnings per share of common stock were computed by dividing net income
by the number of common shares outstanding for the year.
(9) Liabilities Subordinated to Claims of General Creditors:
There were no borrowings under subordination agreements at December 31,
2004.
The Company had no other debt at December 31, 2004. (
{10) Capital Stock:
A summary of the corporation’s capital stock at December 31, 2004
is as follows: :
Common stock -- $5.10 per value
Authorized -- 10,000 shares
Issued and outstanding ~-- 10,000 shares
(11) .Risk
a. Cash--bank balances are above the amount covered by FDIC
insurance and employees are bonded.
. 5



THE LEADERS GROUP, INC.
Notes to the Financial Statements
December 31, 2004 and 2003

b. The company 1s ‘engaged in various trading and brokerage
activities in which counterparties primarily include broker-
dealers, banks and other financial institutions. 1In the
event conterparties do not fulfill their obligations, the
Company may be exposed to risk. The risk of default
depends on the creditworthiness of the counterparty or
issuer of the instrument. It 1is the Company’s policy to
review, as necessary, the credit standing of each counter-
party.

(12) Lease

On April 21, 2001 The Leaders Group, Inc. entered into a lease with WXI/MCN
Real Estate Limited Partnership for Suite No. 575 in the office building
commonly known as the Kellogg Office Building, 26 West Dry Creek Circle,
Littleton, Colorado. The lease 1s for sixty-one (61) months commencing on
August 1, 2001 and ending on the last day of the sixty-first (61°%) full
calendar month following the commencement date.

Basic rent is: Lease Month- . Monthly Basic Rent
1-12 $8,131.88
13-24 ‘ $8,375.83
25-36 $8,627.02
37-48 : $8,885.79
49-61 $9,152.52

(13) Profit Sharing Plan-401 (k)

On March 1, 2001 the Company adopted the HRC/SVL, LLC 401(k) Profit Sharing
Plan and Trust and notice was given to the employees. Eligibility
requirements are that the participant is age 21 or older and has 90 days of
employment. The employer will make a safe harbor matching contribution on the
401 (k) plan of 3% of compensation on salary deferrals and then fifty-cents on
the dollar matching on the next 2% of 401(k) salary deferrals. Vesting is
determined by length of service and becomes 100% vested after six (6) years.
Withdrawals can be made when the participant separates from service, becomes
disabled of attains the age of 50 is. 401 (k) deferrals can be made up to 15%
of participant’s compensation. Company 1is not obligated to make a profit
sharing contribution.

(14) Reconciliation of Focus'Reports to Financial Records

Assets:

Focus report ‘ $1,402,009
Equipment omitted 405
"Rounding 1
: 51,402,415

Liabilities:
Focus report $ 714,671
Income taxes 16,092
S 730,763
_.9_.



THE LEADERS GROUP, INC.
NoteS‘io the Financial Statements
December 31, 2004 and 2003

Continued:

Ownership Equity: o
Focus report ' § 673,338

Income taxes iy (16,082)

Equipment omitted , 405
$ 657,651

Net capital:

Focus report $ 611,157

Income taxes . (16,092)

Rounding SR 1
S 595,066

Aggregate indebtedness:

Focus report $. 714,671

Income taxes . 16,092
S 730,763

_10..
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FINANCIAL AND OPERATIONAL CdMBlNED UNIFORM SINGLE REPORT
PART 1A

Ea

HOKER OR DEALER

THE LEADERS GROUP, INC.

- e S .

~

2 _.
a N ? . !

N -

D W

Receivables om brokers or dealers:

A Clearance account . .. .. ... v, H

Securities and spot commodities

owned, at market value:
A. Exempted securities ... ..., e
B. Debtsecurities. .. .. ... L
C.Options .. .. ... i i e
D. Othersecurities ... ..................
E. Spot commodities . .. ........ b. e, 4
Secutrities and/or other investinents

not readity markeable:
A Atcost 18 130

0. Atestimated fairvalue .. .. ... TR

Securities borrowed under subordination agree-
ments and partners” individual and capital
sccurilies accounts, at markey value:

A Exempted
securities $ - ' 150

3. Other

securities $ I—_lm

Secured demancdt notes: .. .. ... L L L., :

matket value of collaterat:
A, Exempled
securitics $ 170

15. Other
securiting $ 180

Memberships in exchanges:
A. Ownedd, at
markel 3 190

B. Owned, atcost . ...................

C. Contributed for use ol the company,

at matketvalue . ... ... ... P
Investment in and lecciv.al)lc.s from

altiliates, subsidiaries and

associaled partneships ... .. L,
Propety, furniture, equipment,

leasehold improvements and rights

under lease agreements, at cost-net

ol accumulated depreci: lion

Cand amostization. L. oo L L.

Otherassets. ... ..o oo

N 3 100
RN
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS )
as of (MM/DD/YY) 12-31-04 99
' SEC FILE NO. 8-47639 98
ASSETS Consolidated | 198
' Unconsolidated 199
Allowable Non-Allowable Total
1,278,993 200 $ 1,278,993 [750]
295
300 [$ 550 810
46,836 ass 45,082 600 |7 91,918 | 830
418
119
420
424
430 I |
[a40 ] 610 [ 860 |
460 630 | I
|"a70]] 640 890
650
M 660 900
180 670 213
S
490 405 | o8o [T 405 | 920
535 31,099 | 135 31,099 930
1,325,829 540 | $ 76,586 1 740]8 1 402,415 | 949
' 12— - OMIT PENNIES



FINANCIAL AND OPEI1ATIONAL'COMBINED UNIFORM SINGLE REPORT

| EBE mTE a.

PART LIA '
AOKER OR DEALER THE LEADERS GROUP, INC. as of 12-31-04
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS
LIAB|L|TIES‘AND OWNERSHIP EQUITY
Al Non-A.l.
Liabilities Liabilities Liabilities Total
13. Bank loanspayable.............. e $- [ms_] $ . I 1255 'I'J$ I '47(]]
4. Payable to biokers or dealers:
l A. Clearance account. ... ..o v v unvn. .. 1114 1315 1560
B.Other .. .. y 115 1305 1540
. Payable tonon-customers. . .............. 1155 1365 1610
‘. Securities sold not yet purchased,
at market value .. ........., e ‘1360 l I 1620 I
17. Accounts payable, accrued liahilitics, '
expenses and other .. ................ .730,763 [1205] [1305 ] 730.763 | 1685]
l. Notes and mortgages payable: ’ ’
A Unsecured. . .: ... i, 1210 1690 ]
B Secured. ...l R 1211 ¥ {1390] ¥ 1700
.. Liabilities subordinated to claims
ol general creditors: '
A. ('Iash borrowings: ........ ... ... ...... I 1400 I I 1710|
I 1. liom outsiders § $ 970
2. Includes equity subordination 115¢3-1 {d})
‘ ol .... $ 98B0
l B. Securities borrowings, ot market value:. . . ﬁﬁ] ['W]
Irom outsiders $ 990
C. Pursuant 10 secured demand note r
l collaleral agreements: . ... ......... ... I 1420 I I 1730'
1. from outsider: $ 1000 |
2. -Includes equity subordination {15¢3-1 {d})
I ol .... $ | 1010 |
D. Exchange memberships contributed for
use of company, at market value. . ... ... l 1430 l | |740|
E. Accounts and other borrowings not
l gualified for net capital purposes ... .. .. 1220 1440 1750
20. TOTAL LIABILITIES ........... $ 730,763 1230 $ 1450| § 730,763 1760
l Ownership Equity
201 501 PIOPHRIOISID v vttt et e e e e e e e e e e e e e ﬁs 1770
‘ Partnership {limited partners . ... .. ... ... N ' I 1020 h 1780
B Corporation:
AL PETBITEU S10CK . oo ettt et e e 1791
B COmMmOn S10CKk L . L e e e e e e e e 2 ) 000 1792
ICAddilionalpaid-incapllal...................H‘...................... ........................... 12,000 1793
0. REIBINEY BBIMINGS & ..t vttt e st e ettt e e e e e e e 657.652 1794
20 - 1 671,652 1795
! F. ‘Less capital stock in treasury . .. ... ... e e e e e e e M )| 1796
. TOTAL OWNERSHIP EQUITY ... ... .ee ... e e e $ 671,652 1800
2i TOTAL LIABILITIES AND OWNERSHIP EQUITY Lottt e e e $ 1,402,415 1810

vn

»

OMIT PENNIES




FINANCIAL AND OPEHATION)\L COMBINED UNIFORM SINGLE RE.PORT‘

 PART liA

!anoxen OR DEALER THE LEADERS GROUP, INC.

For the perlod (MMDDYY) from 1, 1-1-04 3992101 231043993

“Number of months-included in this staterment 1

2

kEkD]

STATEMENT OF INCOME (LOSS)

lVENUE

. Commisslons:
. a. Commisslons on transaclions In exchange listed equily securitles execuled on an exchange. . e $ 3935
b. Commisslons on fisted option lransactions ................. e e M 3938
c. All other securflles COMMISSIONS . ... ...ttt tr e e nne e N e 3939
l d. Tolal securlties commissions . ................... e RO 3940
. Galng or losses on lirm sacuritios trading accounts o
a. From markol making In opllons on & natlonal socurllles lnxchango ................................ e k1L
b. From all other trading ..... e e et et e e e e e e e 3949
l c. Total galn (1055) ...... .0 ivivniinnenannns. et e e e e e e e e e e 3950
3. Gsins or losses on llrm securitiés Investment accounls ............ i PR 3952
Profit {loss) Irom underwriling snd selling groups ........... ... iicen... e e e s ,', 5—9-;5—
! Revenue from sole of Invesiment company ShOTES ... . .. ittt ittt e e 17,805,934 |30
. Commodilles ravenus ............c.cceuviininenreninnnnnn.s et e e e e e 3390
Fees lor account supervislon, Investment advisory and adminlistrallve services ................ e U, 3978
. Othar revonue ..............., ‘. e DT ‘. I K ? R 2 R 2 q 5 3995
™ Total revenue .,........... .0 e e e e e e e e i e e coe.$ _20 341 l3l6 4030
iENSES
10. Salarlos and other employment cosls for genoral partners and vollng stockholdor officers ............ovvnenennsn. s 435,124 [1120
ll Other employes compensallon and benallts ......... NN e e ittt e s s y 1,473,084 |4115
1l Commisslons pald to other broker-denlers ...........oo ittt iiini it ineanenns O N 4140
13. Interesl expense .............coviiiiiiiininianae. e i e e e 4075
Includes interesl on accounts subjoct lo subordinallon agreements . .............. . I4m '
Ilﬂegulnloryluos and oxpanses ....... E e e e T 148,953 [418s
15. Other exponses ............... T PN P 18'226L221 4100
!Tomlexpenses.............,‘..; ................. o P REEEEEEE e e $ 20,283,382 4200
NET INCOME ' .
IlNol Incomo ({loss) before Federal Income laxas and ltems below (ltem 9 less flom 16 }........ ... ... iiirinnnn. s 57,944 ]4210
16888Provislon lor Federal Income taxes (lor parent only) ............ e e e e M 12, 6624220
19. Equily In earnings {losses) of unconsolidated substdiartes nol Included above e e e 4222
Alter Federal Incomo laxes of .................... e e e e ] . l4238J
txlmordlnury galns (losses) ......... Pt IIZ_N—J
a. Allor Fodoral Incomo taxes ol .. ............ s e e e IAZJQI
1 umulatlve offact of changas In nccounting peinclples ... ....... .. ivenn., e e e e e 4225
32‘]9( income (loss) aller Fodernl Incomo laxes and exlraordinary 1oms .........ovvevnivenneen .. RN _.S 45,282 4230
THLY INCOME
income {current monlh only) belore provlslon tor Foderal Incomo laxos and exlrnotdlnary flems., .........covvinnn $ I—ﬂTl'

/1' p A
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FINANCIAL AND OPEHATIONAL COMBINED UNIFOHM SINGLE REPORT

PART A
BROKER OR DEALER ~ THE LEADERS GROUP, INC.
I For ll\é period IMMDDYY) from 1 -1-04 to ] 2-31 -04
STATEMENT OF CHANGES IN OWNERSHIP EQUITY
I o {SOLE PﬂOPﬂlETOﬂSHI"‘, PARTNERSHIP OR CORPORATION)
.Balance, beginning of period. . . ... ... .. L L . .‘ .......... o $ 626 7 370 —4—2.';6
A. Netincome lNoss). .. ....... P I e e e 45,282 A250
l 8. Additions lluchulcs non-conformiog capitat of | . o P Js. 4262 |) 1260
C. Deductions {includes non-conforming capital of . .. .. .. .. o $ 1272 | 1270
l2 Batance, end of prrfod (Fromitem 1800} . ... .. ... .. L P D EPIPRN 3 671_1_652 rﬁiaﬁ]

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

Balance, beginning of period . .. oL e e e AR 4300
P ICIBASES .« o e e e e e e e e e e 4310
B. Decreases.......... e e e P 4320
Batance, end ol period (From llem 35200, . ... . LR ST e $ I 4330 '
' OMIT PENNIES

I

-15-




FIN/\NCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT
PART 1IA

ACOKER OR DEALER THE LEADERS GROUP, INC. as of 12-31-04

- -

COMPUTATION OF NET CAPITAL

' 1. Toiwl ownership c(mi(y' from Statement of Financial Condition. ... . ... i i e $ 671,652 3480
2. Deduct ownership equily not altowable for Net Capital . .. ... . . o vi o [ n's )| 3490
3. Total ownership equity qualified for Net Capital . . ... .. e 3500
ld. Add:
A. Lisbilities subordinated 1o claims of general creditors altowable in computation ol netcapital, .. ... ....... ... 3520
B. Other {deductions) or allowable credits TList) . ... .o e s 3525
I5. Total capital and altowable subordinated liabitities. . . .. . . . e S P 671,652 3530
6.

Dc(lucuons and/or charges:

Il

A. Tolal nonallowable assets rom Statement of Fmancml Condition{Notes B and C Zﬁ 586 3540

B. Secured dcmand note deficiency . . . oot i e e 3590
C. Commodity lulures contracts and spot commodities- '

propsietary capital chasges. .. ... .. e T | 3600
. Oiher dedductions and/or charges . . .' ........ ......................... 3610 [ 76 ! 586 3620
Other additions and/or allowable eredits {Listh. .. . L e 3630
Net capital belore hairculs 0N SeCUrities POSIITONS . . . .. e e e e e e 7'0 $ 595 z 066 3640

Iaticuts on securities lcnmuulcll where mulncable

pursuant 1o 15¢3-1 ()

A. Contractual securities commitments ... ... L o PR | 3660
B. Subordinaled securities borrowings .. ... ... ..., PR R . 3670
C. Trading and invesiment securities: ‘ '
o Exempted securitles. . ... . o e L : 3735
2. Debtsecurities . .. ... e e e ) - 3733
. 0D IONS L, e e e : 31730
4. Oiber securities . ... ... e e s 3734
D. Undue Concentialion ... ...ttt e N : 3650
E. Other{listh. .. ... ... .. i T U 3736 | 1} 3710
Net Capltal ........... e e e e e e e e e e e e e e e e e e e e $ 595,066 3750

OMIT PENNIES
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l FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1IA 4 .
RO ‘ 12-31-04
’B KER OR DEALER THE LEADERS GROUP, INC. as of —
I COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
'H. Minimum net capital required (6:2/3% ol tind 19) ... .. ... ... L. e . $ 48 7 717 I—E;S_G—
12.  Minimum doHar net capital requirement of reporting broker or deater and minimum net capital requirement '
ol subisidiaries compuied in accordance with Note [A) .. .. ... . . . . e $ 50,000 3758
13. Net capital requitement (g}ealer ofline 11 or 12} ..o PP e $ 50 7 000 3760
14, Excess nel capital Uine 10 1ess 13) .. oo o e $ 545. 066 3770
15. Excess nel capital at 1000% lline 10 less 10% of tine 19) . .. o e Ts 688,141 3780
I COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total AL tiabitities from Statement of Financial Condition. ... ... ..., e $ 730,763 I._—’!;_aﬁ
l| 7. Add: ‘ . ‘ )
A. Dralts lor immediate credit . .. ... ... e Ts ; l 3800 I
B. Markel value of securities borrowed tor which no equivalent '
value is paid or credited .. ... ... .. ... e IR $ 3810
C. Other unrecorded amountsilist), ... .. ... ... . ... . . $ 38208 . 3830
19.. Total aggregate indebledness .. ... .. ot e $ 730,763 3840
. . 7
0. Percentage of aggregale indebtedness 1o net capitol Qline 19 by line 10} . .. .. ... ... ... ...... ... e R 123 3050
1. Percentage of debt to debi-equity lotal computed in accordance with Rule 15e3-0 {d) oo e % 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
ILmlB
2. 2% ol combined aggregatr debit {trms o3 shown in Formula lor Reserve Requirements pursuant to fule
15¢3-3 prepared as of the date of the net capital computation including both brokers or dealers
and consolidated subsidiaries’ debits . . ... ... .. P P $ ﬁ‘”o 3
3. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital r .
requirernent of subsidiaries computed in accordance with Note (Al ... .. .. ... ......... N e ,',3 (3080
24. Net capital requirtement (greater of line 22 0r 230 ... ... e e $ 3760
25. Excess net capital (ting 101ess 24) ... ... . ... P e P e $ 3910
'6. Net capital in excess of: .
5% of combined agyregate debit stems o1 $120000. ... .. ..., ... e 8 [_3920|

A)

- -

=]

c)

~
[+
[}

OTES:

The minimum net capital requirement should be éompulcd by adding the minimum dollar net capilal requirement
of the reporting broker dealer and, lor each subsidiary to be consolidaled, the greater of: )

1. Minimum dottar net capital requirement, or

2. 6-2/3% ol aggregate indebicdness or 2% of aggregate ‘debits if alternative method is usr;d.

Do not deduct the value of securities borrowed under subordination agreements or secured demand note

covered Ly subordination agreements not in satisfactory lorm and the market values ol memberships in

exchanges contributed for use of company (contra to item 1740) and partners’ securities which were

included in non-allowable assets.

For teporis liled pursuant to paragraph {d) of Rule 1735, respondent should provide a list of material

non-aftowahiln assets.

-17-
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FINANCIAL AND OPEHATI:ONAL COMBINED UNIFORM SINGLE REPORT
PART HA

BROKER OR DEALER THE LEADERS GROUP, INC. . asol 12-31-04

Exemptlve Provision Under Rule 15¢3-3

o

If an exemplion from Rule 15¢3-3 is claimed, identily below the section upon
which such exemption is based (check ona. only)

A, (k) (1)—8$2,500 capital category as per Rule 15¢3-1 .. ...... e ‘ 4550
B. {k) (2)(A)—"Speclal Account for lhe Exclusive Benefit of

customers' maintained ..................... e e e e e e 4560

BiE

) C. (k) (2)(B)—AIll customer Lransaclions cleared through another

broker-dealer on a fully disclosed basis. Name ol clearing

lirm 0 . : '  [a33s] 4570

©. {k} (3)—Exempted Ly order of the Commission ............ ... ...cvo.un. R _ ) 4580

Ownership Equily and Subordinated Liabilitles maturing or proposed to be
withdrawn within the next six months and accruals, (as delined belo'w),
which have not been deducted In the computalion of Net Capital.

Type ol Proposed . ' . )
withdrawal or Amounl to be With- {(MMDDYY) Expecl

IR N BN B N B EE =

Accrual . Insider or drawn (cash amount Withdrawal or o
See below lor , Qutsidor? and/or Nel Capital Maturlly Renew
code o enler Name of Lender or Conlribulor {In or Out) Value of Securilies) Dats {yes or no)

i
i

4600 4601 4605 |

~ [[4603] 4604
4612 - [ws13] 4614
4622 [a523] 4624
4632 e 4634
4642 [4643] 4644
[‘a653] . 4654
663 | 4664

4673 | 4674

4610 4611 4615

4620 4621 4625

4630 4631 4635

4640 4641 4645

-

MR
SRR

4650 4651 4655

[ 4660 | | [ 4661

4670

ERSRERSRERSRH

2l

4662 4665

- -
e

P
Kl
I EE e

4675

B
;

467

4682 _ [4683 | 4684
4692  [ae93] 4694

TOTAL § 7 NONE  [4699 |

OMIT PENNIES

4671

4685

4680 4681

4695

ol
akE

4690 4691

ruclions: Detail listing must Include the tolal of items maluring during the six month period following the
report dale, regardless of whether or not the capital contribulion is expected to be renewed. The
schedule musl also include proposed capital withdrawals scheduled wilhin the six month
period lollowing Lthe report date including the proposed recemplion ol stock and paymenls ol
llabilities secured by lixed assets (which are considered allowable assels in the capital computation
pursuant to flute 15c3-1{c){2)(iv)), which coutd be requited by the tender on demand or in less
than six months. ’

- e Em-

WITHDRAWAL CODE: DESCRIPTION
1. Equity Capilal
2. Subordinated Llabilities
. 3. Accruals
4. 15¢3-1{c}(2)(lv) Liabllities
» _1 8—
a .



TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:.

INDEPENDENT PUDLIC ACCOUNTANT whose opinion is containet) in ll—li—s Hepornt

Name {H individuat, state Yast, Hist, middie name)

" RICKORDS & ASSOCIATES, P.C.

617 N. L7TUH STREET, SULTE 100 COLORADO SPRINGS - lzo 70 80904
ADDIESS Numnber and Street - City “Siale : Zip Code

Check One

R 1l T ]

{x! Certitied Public A(tC()(llll':Illl ‘ l_ 7_'1_] FON SEC USE

(| Public Accountant l _7_[L| ‘ v ’

{ ) i Accovntant not resident in United States or ' 17 I

any of its possessions’

DO NOT WINTE UNDER TINS LINE ., FON SEC USE UNLY

WONK LOCATION nNeEronT pate . DOE, SEQ. N, CAngp
MMIDOIY'Y
|_su T [zl - [Ls2
~19-
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THE LEADERS GROUP, INC.

Computation for Determination of Reserve
Requirements in accordance with Rule 15¢3-3

and

Reconciliation of Computation of Reserve
Requirements pursuant to Rule 17a5(d) (4)

and‘

Information Relating to the Possession or
Control Requirements under Rule 15¢3-3

Under the Securities Exéhange Act of 1934
December 31, 2004 and 2003
Under Rule 15¢3-3(k) (1) The Leaders Group, Inc. is exempt from a computation
for termination of Reserve Requirements are required under Rule 15c¢c3-3 the
respective Reconciliation of Computation @ for determination of Reserve

Requirements are required under Rule 17a5(d) (4) and information relating to
the possession of control reguired under Rule 15c¢3-3.
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THE LEADERS GROUP, INC.

Computatiod of Aggregate indebtedness and net capital in accordance with
Rule 15c-1 under the Securities Exchange Act of 1934.

December 31, 2004

Aggregate indebtedness:

Accrued expenses . . . $730,763
Total aggregate indebtedness $730,763

Net capital:
Credit items:

Retained earnings . $657,652
Additional paid-in capital and common stock 14,000
Total credit items : 671,652

Deductions and charges:

Nonallowable assets - (76,586)
Total deductions and charges (76,586)
Net capital $595,066

Capital requirements:

Required capital $ 50,000
Net capital in excess of requirements 545,066
Net capital. $595,066
Percent of aggregate indebtedness to net capital 123%

There were no liabilities subordinated to claims of general creditors.

-21-



THE LEADERS GROUP, INC.

Reconciliation of Net Capital Pursuant to Rule 15c¢3-1
Under the Securities Exchange Act of 1934

December 31, 2004

Computation of Net Capital:

Net capital as reported on 17a-Part IIA

(Focus Report) as of December 31, 2003 . $611,157
Income taxes _ ‘ (16,092)
Rounding 1
Adjusted net capital 5595, 066

_22_




e o R 617 North 17" Street
\\ RICKORDS &ASSOCIATES, P.C. Colorado Springs, CO 80904
CERTIFIED PUBLIC ACCOUNTANTS (719) 444-0770 (800) 480-0770 Toll Free
(719) 444-0909 Fax (877) 457-2232 Toll Free Fax

Accountants’ Report of Material Inadequacies

Our examination of the basic financial statements presented in the
preceding section of this report was made in accordance with Rule 1l7a-
5(3). In our opinion, no material inadeguacies were found to exist in
the accounting system ‘and procedures or the system for handling and
safeguarding customer’s securltles during the periocds ended December 31,
2004 and 2003,

Wehond F tptradty, P&
7&4&4& fagraids, D.C.

February 18, 2005
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| 617 Norﬁ117”‘éneel
\\ RICKORDS &ASSOCIATES, P.C.  Colorado Springs, CO 80904

CERTIFIED PUBLIC ACCOUNTANTS ‘ (719) 444-0770 (800) 480-0770 Toll Free
(719) 444-0909 Fax = (877) 457-2232 Toll Free Fax

Accountant’s Report on Internal Control

Becard of Directors
The Leaders Group, Inc.

In planning and performing our audit of the financial statements and
supplemental schedules of The Leaders Group, Inc., (the Company) for the
.year ended December 31, 2004, we considered its internal control
structure, including procedure for safeguarding securities, in order to
determine our auditing procedures for. the purpose of expressing our
opinion on the consolidated financial statements and not to provide
assurance on the internal control structure.

Also, as required by rule 17a-5(g){(l) of the Securities and 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)(11l]) and for determining
compliance with the exemptive 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. Recordation 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 Governcrs cof the Federal Reserve System

The management of the Company i1s responsible for establishing 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 Dbenefits 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 SEC’s above-
menticned objectives. Two o©f the objectives of an internal 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 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.
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Board of Directors
Page 2
February 18, 2005

Because of inherent limitations in any internal control structure or the
practices and procedures referred to above, errors or irregularities 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 effectiveness of their
design and operation may deteriorate.

Our consideration of the internal control structure would not
necessarily disclose all matters in the internal contrel 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 irregularities in amounts that would be material in
relation to the financial statements being audited may occur and not be
detected within a timely pericd 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 tc 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 Commission’s objectives.

This report is intended solely for the information and use of the Board
of Directors, management, the SEC, National Association of Securities
Dealers, Inc. (NASD), 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 should not be used for any other

purposes. . :
;/ PC
Keclisd a/%ﬂm”//_@

Rickords & Associates, P.C.
February 18, 2005
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