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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Alessandri & Alessandri, P.A.
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OATH OR AFFIRMATION
. Robert J. Wood

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
J.W. Cole Financial, Inc. as

of December 31 ,20 04 , 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

, swear (or affirm) that, to the best of

classified solely as that of a customer, except as follows:

None
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.‘._,.uu !-.,'l’ VALERIE RENE COOK
Notary Public 4: 'éj’”ﬁ, MY COMMISSION # DD 307810

EXPIRES: April 7, 2008
Bonded Theu Notary Public Lindenwritors

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.
D (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 Control 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.
a (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
() An Oath or Affirmation.
OJ (m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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é ALESSANDRI & ALESSANDRI, P A.

CERTIFIEID PUBILric ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

Board of Directors
J. W. Cole Financial, Inc.

We have audited the accompanying statement of financial condition of J. W. Cole Financial, Inc., as of
December 31, 2004, and the related statements of income, changes in stockholder’s equity, and cash flows for
the year ended December 31, 2004 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 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 reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of J. W. Cole Financial, Inc., as of December 31, 2004, and the results of its operations and its cash
flows for the year then ended in conformity with 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.

March 8, 2005

AGGOUNTANTS & CONSULTANTS
5121 EHRLIGH RoAD - SUITE 107 - B - TAMPA, FLORIDA 33624
(813) ©89-1985 - Fax (813) 860-2740
Member: American Institute of Certified Public Accountants /Division of CPA Firms ¢ Member Florida Institute of Certified Public Accountants



é ALESSANDRI & ALESSANDRI, B A.

CERITIFIEID PUBILIC ACCOUNTANTS

Board of Directors
J.W. Cole Financial, Inc.

In planning and performing our audit of the financial statements and supplemental schedule of J.W. Cole
Financial, Inc. (the Company), for the year ended December 31, 2004, we considered its internal control
structure in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control structure.

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 and net capital under rule 17a-3(a)(11) and for determining compliance with the exemptive
provisions of rule 15¢3-3. During our audit, nothing came to our attention which indicated that, as of the
examination date, the Company was not complying with the conditions of the exemption. 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. 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 Governors of the Federal Reserve

System

The management of the Company is 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 judgements by management are required to assess the expected benefits and related costs of
internal control structure polices 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-mentioned objectives. Two of the objectives of 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 a 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.

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 pertods 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 considerations of the internal control structure would not necessarily disclose all matters in the internal

AGCOUNTANTS & CONSULTANTS
5121 EHRLICH ROAD - SUITE 107 - B - TamPa, FLORIDA 333824
(813) 969-1905 - Fax (813) BB0-2740
Member: American Institute of Certified Public Accountants /Division of CPA Firms ® Member Florida Institute of Certified Public Accountants



control 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 period 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 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 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 dealers, and should not be used for any other purpose.

W}-”W@

March 8, 2005




J. W. COLE FINANCIAL, INC.

BALANCE SHEET
DECEMBER 31, 2004
ASSETS
CURRENT ASSETS
Cash 57,638
Commissions Receivable 96,028
Prepaid Payroll Tax Expenses 4,128
Total Current Assets 157,794
EQUIPMENT & FURNITURE
Furniture and Fixtures (less accumulated depreciation of $3,816) 1,684
Computer, Equipment, & Software (less accumulated depreciation of $6,276) 8,483
Total Equipment & Furniture 10,167
OTHER ASSETS
Clearing Deposits & House Accounts 56,372
Total Other Assets 56,372
TOTAL 224,333
LIABILITIES & STOCKHOLDER'S EQUITY
CURRENT LIABILITIES
Commissions Payable 73,627
Total Current Liabilities 73,627
LONG-TERM LIABILITIES
Note Payable 20,500
20,500
Total Liabilities 94,127
STOCKHOLDER'S EQUITY
Common Stock - $12.9032 Par Value; 100 shares authorized; 77.5 shares
issued and outstanding 1,000
Paid-in-Capital 76,500
Retained Earnings 52,706
Total Stockholder's Equity 130,206
TOTAL 224333

See Notes to Financial Statements.
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FOR THE YEAR ENDED DECEMBER 31, 2004

J. W, COLE FINANCIAL, INC.
STATEMENT OF OPERATIONS

REVENUES
Commissions
Due Diligence

OPERATING EXPENSES:

Salaries, Wages, Payroll Taxes, RIA Fees and Commissions

Professional Fees

Licenses, Taxes-Other & SIPC
Rent

Office Supplies & Miscellaneous
Depreciation and Amortization

INCOME FROM OPERATIONS
OTHER INCOME & EXPENSE
Dividend Income
Interest Expense

INCOME BEFORE INCOME TAXES

PROVISION FOR INCOME TAXES

NET INCOME

See Notes to Financial Statements.

$ 5,237,119

5,237,119
4,548,734
49,201
59,590
34,957
443,862

6,649 5,142,993

94,126

197

4,260

(4,063)

90,063

$ 90,063




J. W. COLE FINANCIAL, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2004

Retained
Common Stock Earnings
Shares b Paid-In-Capital (Loss)
Balance, December 31, 2003 77.50 $ 1,000 $ 76,500 $ 2,643
Dividend Distributions (40,000)
Net Income 90,063
Balance, December 31, 2004 77.50 $ 1,000 $ 76,500 $ 52,706

See Notes to Financial Statements.



J. W. COLE FINANCIAL, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2004

CASH FLOWS FROM (T0O) OPERATING ACTIVITIES:
Net Income {Loss) From Operations: 3 90,063

Add: Non-Cash Items
Depreciation and Amortization 6,649

Changes in Assets and Liabilities:

Receivables (61,756)

Current Liabilities 45,334

Clearing Deposit & House Account 35,746
Net Cash From (To) Operating Activities 116,036

CASH FLOWS FROM (TO) INVESTING ACTIVITIES:

Acquisition of Equipment and Furniture (3,959)

Net Cash From (To) Investing Activities (3,959)

CASH FLOWS FROM (TQO) FINANCING ACTIVITIES:

Decrease in Note Payable (20,000)
Decrease in Subordinated Note Payable (20,000)
Dividend Distributions (40,000)
Net Cash From (To) Financing Activities (80,000)
Increase (Decrease) in Cash 32,077
Cash Balance, December 31, 2003 25,561
Cash Balance, December 31, 2004 $ 57,638

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Interest Paid 3 4,260

See Notes to Financial Statements.




J. W. COLE FINANCIAL, INC, Schedule
SCHEDULEI - COMPUTATION OF NET CAPITAL UNDER
RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2004

NET CAPITAL:
STOCKHCOLDER'S EQUITY, December 31, 2004 b 130,206
ADD CAPITAL AND ALLOWABLE SUBORDINATED LIABILITIES

Liabilities subordinated to claims of general creditors 20,500

Total capital and allowable subordinated liabilities 150,706

DEDUCT NON-ALLOWABLE ASSETS:

Furniture & Fixtures and Computer Equipment (10,167)

Prepaid Payroll Tax Expenses (4,129)
NET CAPITAL 3 136,410
AGGREGATE INDEBTEDNESS $ 94,127

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:

Minimum Net Capital Required 3 50,000
Excess Net Capital b 86,410
Ratio: Aggregate Indebtedness to Net Capital .69 to 1

Note: The above computation differs from the December 31, 2004 Focus report
submitted by the broker-dealer primarily due to the audit report including
the subordinated debt of $20,500 as part of the aggregate indebtedness
and the broker-dealer focus report only reported the current liabilities
and not the long-term liabilities which is the subordinated debt.

See Notes to Financial Statements.




J.W. COLE FINANCIAL, INC,
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

NOTE 1 - ORGANIZATION & HISTORY

J.W. Cole Financial, Inc. (the "Company”’) was incorporated as a Florida Corporation on October 14,2002, In
September 30, 2003, the Company completed its arrangements; including the acquisition of certain fixed assets
and clearing accounts for approximately $40,500 and $50,000 respectively in order to operate as a securities
broker-dealer, as such is defined by the Securities and Exchange Commission, and is subject to the rules and
regulations of the Commission and related supervisory agencies. The Company operates as a securities broker
dealer generally in the west central Florida area.

NOTE 2 - SUMMARIES OF SIGNIFICANT ACCOUNTING POLICIES
Fiscal Year -The Company has elected a calendar year ending December 31.

Equipment, Software, & Furniture & Fixtures — Equipment, Software, & Furniture & Fixtures are recorded at
cost. Depreciation is provided on the straight-line method over the estimated useful lives of the assets
(generally three, five, or seven years). The costs of replacements, renewals, and repairs which neither add
materially to the value of the property nor appreciably prolong its life are charged to expense as incurred.

Revenue Recognition — The Company recognizes revenue from due diligence activities when the fees are
received and from commissions as well as related expenses on securities transactions on a trade date basis as
securities transactions occur.

Statement of Cash Flows - For purposes of the statement of cash flows, the Company considers all highly
liquid debt instruments purchased with a maturity of three months or less to be cash equivalents.

Income Taxes - The Company has elected Sub-chapter S status under the Internal Revenue Code of the United
States of America. Under such election, the Company, generally, is not subject to income taxes, and its profits
and losses are passed on to the shareholders of the Company. Accordingly, the Company does not record any
liability for income taxes. Under such, the Company is not a tax paying entity and is not subject to income
taxes, and its profits and losses are passed on to the shareholders. Accordingly, the Company does not record
any liability for income taxes as prescribed under FAS No. 109 “Accounting for Income Taxes.”

Use of Estimates - The preparation of financial statements in conformity with generally accepted accounting
principles 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 statements and
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Adoption of Newly Issued Accounting Standards - Periodically the Financial Accounting Standards Board
and the American Institute of Certified Public Accountants issue pronouncements that establish accounting
and financial statement reporting standards. Adoption of the standards, as applicable, are not expected to
have a material impact upon the financial statements of the Company.




NOTE 3 - NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (rule 15¢3-1),
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to
net capital, both as defined, shall not exceed 15 to 1. At December 31, 2004, the Company had a net capital of
$136,410 which was in excess of its required net capital of $50,000; and aggregate indebtedness of $94,127.
The Company’s ratio of aggregate indebtedness to net capital was .69 to 1.

NOTE 4 - CLEARING DEPOSIT AND HOUSE ACCOUNT

The Company has entered into an agreement with a clearing agent to process the transactions for the Company.
The clearing agent required the Company to put a refundable deposit on account with the clearing agent. The
deposit eamns interest and is refundable should the Company cease to use the clearing agent to process their
transactions.

The cash balances of the clearing deposits account and the house accounts at December 31, 2004 were $50,000
and $6,372 respectively.

NOTE 5 - PREPAID EXPENSES

Prepaid expenses represent prepaid wages and payroll taxes totaling $4,128. This amount represents the payroll
and related payroll taxes paid for services rendered by employees from the final pay period through the end of
December 2004.

NOTE 6 - NOTES PAYABLE

The Company borrowed funds, of $40,500, from another corporation from whom it had entered into an asset
purchase agreement. In September 2003, the note was subsequently subordinated in order to meet the higher
net capital requirement of $50,000 under the Securities and Exchange Commission Uniform Net Capital Rule
(rule 15¢3-1). The note bears interest at 12% per annum and requires payment of interest only in the amount of
$405 per month until maturity. The note matures on September 5, 2006. No prepayment of such note is
permitted during the first twelve months. This period terminated on September 4, 2004.

The Company set up a line of credit in the amount of $50,000 with its current bank as part of its original
banking relationship. Such line of credit has had no activity in 2004 and the Company does not expect to make
use of the line of credit in the future.

During 2004, the Company repaid $20,000 of the note payable leaving a balance of $20,500. Monthly
payments represent interest only.

NOTE 7 - SUBORDINATED NOTE PAYABLE

The Company currently has a subordinated loan agreement with its sole shareholder in the amount of $20,000.
The note was subsequently subordinated in order to meet the higher net capital requirement of $50,000 under
the Securities and Exchange Commission Uniform Net Capital Rule (rule 15¢-1). The loan has a maturity date
of September 30, 2006 and bears 0.00% interest. No prepayment of such note is permitted during the first
twelve months. This loan was paid in full in September, 2004.

During 2004, the Company repaid the sole shareholder the full amount of the subordinated loan of $20,000.




NOTE 8 - LEASES

In September 2003, the Company negotiated a lease for new office space for a period of 54 months ending in
February 2008. The monthly base rental payment, plus applicable sales tax, is due as follows:

Monthly
Period Base Rent
09/05/03 - 02/28/04 $2,389.33
03/01/04 - 02/28/05 $2,474.67
03/01/05 - 02/28/06 $2,560.00
03/01/06 - 02/28/07 $2,645.33
03/01/07 - 02/28/08 $2,730.67

NOTE 9 - CONCENTRATION OF CREDIT RISK

The Company is engaged in various trading and brokerage activities with other securities broker-dealers and
individuals. In the event these broker-dealers and/or individuals do not fulfill their obligations, the Company
may be exposed to risk. The risk of default depends on the creditworthiness of the party or issuer of the
instrument. It is the Company’s policy to review, as necessary, the credit standing of each party.

NOTE 10 - CONTINGENCIES

The Company entered into a consulting agreement in October 2003 for certain support and administrative
services to the Company based on an agreed upon hourly rate and to reimburse the consultants for expenses
incurred. Fees paid to the consultant totaled $167,423 for the period ended December 31, 2004,

NOTE 11 - COMMON STOCK

The Company is authorized to issue 100 shares of common stock with a par value of $12.9032; of which 77.50
shares were issued and outstanding as of December 31, 2004, Distributions are payable when declared by the
Board of Directors. During 2004, the Company declared and paid a dividend of $516.13 per share for a total
distribution of $40,000.

NOTE 12 - INCOME TAXES

The Company has elected Sub-chapter S status under the Internal Revenue Code of the United States of
America. Under such election, the Company, generally, is not subject to income taxes, and its profits and
losses are passed on to the shareholders of the Company. Accordingly, the Company does not record any
liability for income taxes. Under such, the Company is not a tax paying entity and is not subject to income
taxes, and its profits and losses are passed on to the shareholders.




