e TRT e =

lnformauon Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 1-1-04 AND ENDING 12-31-04
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:
Phase II Financial, Ltd.

OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRMLID. MO,
125 Broad Street
AYAR A gy, B0 0 B
New York Fash _.'f T 10004
(Gity) if;“l{f?;f‘ ;‘ Y (s (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Albert G. Lowenthal (212) 668-5782
(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Sullivan, Bleakley & Company, LLP
(Name — if individual, state last, first, middle name)

116 W. Baltimore Avenue Media PA 19063
(Address) (City) (State) Zip Code)
CHECK ONE: o T
Certified Public Accountant o ACESE=D
O Public Accountant PH@Gﬂ
[J Accountant not resident in United States or any of its possessions. VigR 2 9 5 00
FOR OFFICIAL USE ONLY e i GO

/“& %ﬁ&ﬁ?\l\l EAL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by ¢ staternent of facts and circumstances relied on as the basis _for the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

I Albert G. Lowenthal swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Phase II Financial, Ltd.

as of

December 31 2004, 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 soley as that of
a customer, except as follows:

Z

gl /
HUfA[ /0 [

Albert G. Seanwre ]oyenthal

General Partner
Title

BELENA ALEXANDROVSKAYA
MNetery Public, State of New York
. No. D1AL6036998
Qualified in Kings County
Commission Expires 2/14

Thxs 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 Requirements Pursuant to Rule 15¢3-3.
(i) 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 Affinmation.
{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.

HRRREARBREER

B

N/A

BOR

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



TC BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENOENT PUBUC ACCOLUNTANT whose apinion is contained in this Repornt
NAME (f Individual, state laxt. first, middie name)

Sullivan, Bleakley & Company, LLP
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SULLIVAN, BLEAKLEY & COMPANY, LLP
Usztéﬁscf Publie Hecountants

JOSEPH M. SULLIVAN, CPA 116 W. BALTIMORE AVENUE

RALPH E. BLEAKLEY, CPA MEDIA. PA 19063
(610) 565-8810
MEMBERS FAX (610) 565-6074

PENNA. INSTITUTE OF CPAS

AMERICAN INSTITUTE OF CPAS Email: sbccpa@bigplanet.com

February 3, 2005

To the Partners of
Phase II Financial, Ltd.
New York, New York

We have audited the accompanying Statement of Financial Condition of Phase II
Financial, Ltd. 2s of December 31, 2004 and the related Statements of Income and Expense,
Ownership Equity and Statement of Cash Flows for the year then ended. 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
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 Phase II Financial, Ltd. 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 accepted in the United States of America.

Respectfully submitted,

Sullivan, Bleakley & Company, LLP



W FOCUS REPORT

FORM {(Financial and Operational Combined Uniform Single Report)
X-17R-5 PART lIA =
SEC 1696 (7-78} /78 ‘ (Please read snstructions before preparing Form.)

——
This report is being filed pursuant lo (Check Applicable Block(s):
1) Rule {7a-5(a} ] 2) Rule 17a-5(b) m 3) Rule 17a-11

4) Specisi request by designated examining authority 5) Other

NAME OF BROKER-DEALER SEC FILE NO.
8-33559 [14]
- T Fi ial. Ltd FIAM 1D. NO.
ase inancia td. '_j
s NESS (Do Not Use P.O. Box No.) = 16249 15
0. X .
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use o FOM PERIOD BEGINNING (MM/DD/IYY) l
125 Broad Street f20] 01-01-2004 [22]
(No. and Street) AND ENDING (MM/DD/YY)
New York 3] NY [22] 10004 o] 12-31-2004 [2s]
(cny) {State) (Zip Codse)
NAME AND TELEPHONE NUMBER OF PERSON 10 CONTACT IN REGARD 10 THIS REPORT  (Ares Code)—Telephone No.
Albert G. Lowenthal, General Partner [30] (212) 668-5782 [s1]
NAME(S) OF SUBSIDIARIES OR AFFILIATES CONSOL.IDATED IN THIS REPORT: OFFICIAL USE
32 33
34 35
36 37
8 3
- DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS? YES No [x]

Hi

CHECK HERE IF RESPONDENT 18 FILING AN AUDITED REPORT

EXECUTION:

The registrant/broker or deaier submitting this Form and its attachments and the person(s)
by whom it is executed represent hereby that all information contained therein is true,
correct and complete. It is understood that all required items, statements, and schedules
are considered integral parts of this Form and that the submission of any amendment
represents that all unamended items, statements and schedules remain true, correct and
compliete as previously submitted.

Dated the [f of % 2005
Manual si.nature 4 /4Z\/

Principal Executuve omcer or Managuﬂanmr

1)

2)

Principal Financial Officer or Pariner .

3 7 ’LW(/
Principal Operations Officer or Partner

ATTENTION—intentional misstatements or omissions RtIatisG
Federat Criminal Violations. (See 18 U.S.C. 1001 andU¥ %<

e o1AL6036998

Oualmed in Kings Coul _
Commission Expires 214 Wé
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IlA

BROKER OR DEALER Phase II Financial, Ltd. N 3 il 100
] ,
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS '

= of (MM/DD/YY) 12-31-04 i)
SEC FILE NO.___ 833200 98
ASSETS Consolidated | | 198 |
Unconsolideted 198
Allowable Non-Altowsble Tonl
T - s 40,051 [200 ] $ 40,051 [7%06)
. Receivables from brokers or dealers:
A. Clearance sccount . . ................. 4 3 ) 972 9347 295
B. OMNer oot ien e, . ]300 ]s 550 3,972,347 810
3. Receivables from non-customen. . ......... 355 94 600 |Y 94 830
4. Securities and spot commegities
owned, st market vaiue:
A. Exemptedsecurities .. ............... 418
B. Debtsecurities. ..............c0ivnn. 410, OOO 419
C. OptioNs . ...ttt it 420
D. Otherzecurities . . ..........oocuunn. | , 582 N 635 | 424
E. Spotcommodities . .................. M 430 1 ) 992 3 635 850

5. Securities and/or other investments
not readily marketable:

. Arcost ¥8_ 19,646,759 (30
AP v Tea] 70,468,826 [ew] 70,468,826

8. Securities borrowed under subordination agree-
ments and pariners’ individual and capital
securities sccounts, ot market value: [«e0] [e%]

A. Exempted

securities $ I 1so|
160

j &

B. Other

securities $ I I

7. Secureddemand notes: . ................. 470 l 840 I
market value of collaters): :
A. Exempted '

A

securities $
8. Other

[i70]
securities $ m
[s0]

8. Memberships in exchanges:

A. Owned, st
marketr $
B. Owned,stcost  .................... I 850 I
C. Contributed for use of (he company,
stmarketvelue .. ... ................ ! I 680 I I 900 l

9. Investment in and ceceivables from
affitiates, subsidisries and
a330Cinted PErtNersheDs - . . ... l 480 I 670 813

10. Property, furniture, equipment,
leasehold improvements and cights
under jease agreements, 0t eosi-nel
of accumulated deprogi: tioR

BNC AMOTUZMIOR . . o ot ve v e nnennnnn 490 eso (¥ 920

T, Otherassess...........ccovunennunnnnnns 635 735 930

2. TOTAL ASSETS ......... e ¥ 6,005,033 540 |8 /0,468,920 [eo]s 76,473,903 940
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART liA

BROKER OR DEALER Phase II Financial, Ltd. sof __12-31-04

13.
14.

15.
16.

12.

18.

13.

g8

24,
25

" STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l.
Liabilities Lisbilities Liabilities Toul
Bank loanspaysble. . ................... $ 1045 $ [Tzsfs],',s mm
Payable to brokers or deglers:
A. Clearance sccount. .................. 1114 1315 1560
B.Other. ..ot y 4115 1540
Payable tononcustomess. . ... ........... 1165 1610

Securities sold not yet purchased,
st marketvalue . ....... Br e .

[1620]

Accounts payable, accrued licbilities,

14,000 [1ess]

Notes and mortgages payable:

1305
1355
|1:so |
expenses and Other ... ... .....uu... 14,000 1205 ED
1390 ]
[va00]

A Unsecured. .......oittiiinnen... 1210 (1690 |
B Secured..............coiiiannnann. 1291, ¥, M 1700
Liabilities subordinated 1o cleims
of general creditors:
A. Cash borrowings: .. ...........0nvnne l‘m
1. from ouuiden! $ E 970 '
2. Includes equity subordination {15¢3-1 {8))
of .... $ ﬂ ”Oi
B. Securities borrowings, st mariat value:. . . [170'] 11—72?]
from outsiders $ 1 990 |
C. Pursuant 10 secured demand note
collateral agreements: ... ............. I 1420 I 1730
1. from outsiders $ E "WOI
2. -Includes equity subordination {15¢3-1 (d}}
of .... $ E 1010 I
D. Exchange memberships contributed for
use of company, st market value........ 1430 I 1740 l
E. Accounts and other borrowings not
qualified for net capical purposes . . ..... 1220 1440 1750
TOTAL LIABILITIES ........... s 14,000 1230] $ 1450 § 14,000 1760
Ownership Equity
.Y, 1. - O AR s 1770
Partnership (limited partaers ............ ys 32,267,372 1020 ) 76,459,953 1780
Cotporation:
A Prelerr® S10CK ... oottt ae e et e e e e et ee e 1791
B, G OMMION S10CK ..ot ietetetetannnen et araeeseaeteaaeaasaesaaaeansaacaoncerateeteraaneanoas 1792
€. ADdItiONE! PBIG-IN CBDIIBI . .. .ottt ittt e et et e eaaeatraane e ettt 1793
D REtaiNeg BB MINgS . . ..ottt itian et et ettt a e,y 1794
L - ¥ 1795
F. Less CODITBl BTOCK M (P BBUTY . - . . tv v ve e taressoneceoeesosesosnsesseansanasnonenansesenensesnnns .'.( X 1796
TOTAL OWNERSHIP EQUITY . . e\ttt e et e e et e e et e te e s e e et e e e eaeens, $_ /6,459,953 1800
TOTAL LIABILITIES AND OWNERSHIP EQUITY L. .ottt aiiiniiaeeeenn, $ 76,473,953 1810
OMIT PENNIES
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FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER OR DEALEK Phase II Financial, Ltd.

wof  12-31-04

10.

bUN -

Tots! ownership equity (rom Statement of Financial CoNgition. ..o o e iiie i in et svenantrioaanentens $ 762 459 ) 953 3480
Deduc: ownership equity nol allowabie for Net Capitdl . .. ... vu v enniranansrannraenrnesannsnrnaansnnosd e )} 3490
Total ownership cquity QuUalified 107 NNET CODITEI . . -« .« o\ e e s e et e eaeae e et eneae e aea e et aeaeaenenenens 76,459,953 3500
Add:
A. Liabilities subordinated to claims of general creditors sliowabie in computation of netcapital. .. ...... ...t 3520
B. Other (deductions) or allowable credits (List). . . ... ... . ..ot riceeeuenoisecenarenaronsecsnsanssnnesns 3525
Total capital and allowable subordinated HabIitiBS. . . .. ... ... ... ceeneuouoornoncrrsasstasssssssassonsons $ 76 . 459 9 953 3530
Deductions and/or charges: ‘v,
A. Total nonstlowablic sssets from Statement of Financisl Condition(Notes Band C) $ 70 N 468 o 920 3540
B. Secured demand NOC GeTICIBMEY . . . o v i it ittt i e saes 3580
C. Commodity futures coAtracts and spot commodities-

Proprietsry CoPits] CRErTEBS. . o v vire it ittt int ety [ 3653
D. Other deductions GNE/Or ChBIGES . . oo v e s e e ee e s e r e enans 3610} | 70,468 3 920 )| 3620
Other sdditions and/or allowable Credits (List) . .. ... .. oiititreeirinerearernreeerannnasearoereearanssss 3630
Net capital before hairouls DN SECUTITIES POMRIONS . ...\ttt i e e ierennerserenasannnssernnareessnnss ¥¢. 5.001.033 3640
Haircuts on securities {computed, where applicable,

pursuant to 18¢3-1 (7)):
A. CONtractusl 8ECUTITIES COMMITMENATS . . .. u o' iseeeeseeeennnneennannenens s 3660
B. SubOrdinated CeCuTItiEs DOITOWINGS . . ..o\t et eeevnreensinrerrnnraneens 3670
C. Trading and investment securities:

Y. EMemMPIEO BBCUTITE0. . .. vt ot i it e i e i i et ee e |'. 3735

b o T T T 410 o 000 -37233

b o ST 3730

B, OTher Ul IS . ... ittt it i et 237,395 3734
D. Undue Concentration . ... ... ..t iinneeneneroeennnnenansaoneesans 3650
E owmerilin... Money Fund. ... 79,847 3738 727,242 3140

COMPUTATION OF NET CAPITAL

21

s >,203,/91 3750

OMIT PENNIES




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART liA

BROKER OR DEALER Phase II Financial, Ltd. sof__12-31-04

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
19. Minimum net capita! required (B-2/3% 0f 1ine 18] ... ... i iuri ittt et eriitreiiorassnnneortisenaranes ] 933 I 3756 |
12. Minimum dollsr net capital requirement of reporting broker or desler and minimum net capitsl reQuirement
of subsidisries computed in 8sTordBnce Wwith NOTE (A) .. .. ivrtireeeeeerrnnsrrernnsesronsssssessasasss $ 100, 000 58
13. Net capital requirement fgreater o lne 1107 92) ..o iievnniieeennnneeenenernrersernnenns v reereneanes $ 100,000 3760
16, Excess net capital {ine 101880 08 ... ..ttt tiie s e tennosenseanesossnroannsnsennasennnncann $ 5.163,791 3770
15. Excess net capital 81 1000% (1ine 70 fess 10% Of e 19} . ...\ tieesuernnnnnnneneseanunnenaaeneennneenns y$__ 5.262,391 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total A.). lisbilities from Statement of Financial ConditioN. .. .. .. ievrenrireresitaseransrsarsnsnssassssns s 14 ’ 000 I 3790 I
17. Add:
A Drafts 107 immediote Credil. . ... ....0ittiiiniiniitei e ys [3800]
B. Market vaiue of securities Docrowed for which no equivalent
VBIUE IS PBIC OT CTBOILeE) . .. ...\ . ieveeeaerieanansnsaneacencannses $ 3810
C. Other unrecorded BMOUNTEILIST]. ... ... uvieennrneennnennnaseennaennns $ 3820 $ 3830
19. Total aggregste indebtecness .......... v et ettt e eeerieteeeeneeaimaaeee e aaaa e Ceees $ 14,000 3840
20. Percentage of sggregate indebiecness (o net capital (line 19=by time 10 ... .....cooveevenernnnencannens eeaas % 0.266 3850
21. Percentage of debt 10 debi-equity total computed in accordance with Rule 1563-9 () . v v vvnnrrnenereeeeoeeanns % = 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
PartB
22. 4% of combined sggregate detit items as shown in Formula for Reserve Requirements pursuant 10 Ruls
15¢3-3 prepared ss of the date of the net capital computation including both brokers or dealers
Ond CONSOIiated SUDSITIBries’ BODITS . . ... ..ot ceuneannereeressivaneararanastssotassssssranens $ 3870
23. Minimum dollsr net capital requicement of reporting broker or desler and minimum net capital
requirement of subsidiaries computed in accordance with Note (A) ...... ... .iiiiiiiiiiinieerennnnn ys N 3880
24. Net capitat requirement (prester 07 1ine 2207 23] . ..vvuiiiiiii ittt i i e et eaaanas $ / 3760
25. Excessnetcapital (line IO 85280 ... .. ...iiuiineniiennannn.. et ettt raeareaens ceeeans $ A 3910
26. Net capital in excess of the greaier of:
A. 6% of combiret 8geregeto @bil HEME BF 8120000 ... ......ouurneenrinannsancierancenantasaessarecttanneas 3920 |
B. 7% of combined agpregaie Gedit items 0F $120,000 ..... ...t iiiiaiiinitar ettt et 3930
' OMIT PENNIES
NOTES:

{A) The minimum net capits! mwirmm should be computed by sdding the minimum dollsr net capital requirement

i

of the reporting broker desler and, for each subsidiary to be consolidated, the greater of :

1. Minimum dollsr net capite) recuirement, o

2. 6-2/3% of aggregate indebcecness or 4% of aggregate debits if alternative method is used.

Do not deduct the value of securities borrowed under subordination sgreements or secured demand note
covered by subordinastion agreements not in satisfactory form snd the markat values of memberships in
exchanges contributed for use of company (contrs to item 1740) and partners’ securities which were
included in non-sliowable sssess.

For reports liied pursuant to parcgraph {d) of Rule 17a-5, respondent should provide 8 list of material
non-stiowsbie sssets.
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EINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER Phase II Financial, Ltd.
For the period (MMDDYY) from ¥, 1-1-04 J3932{1012-31-04 [a9s3
Number of months included in this statement 12 3931

STATEMENT OF INCOME (LOSS)

REVENUE
1. Commissions:
a Commisslons on treasscilons In exchange listed equity securities executed on an axchange...........ooverveiens [ 3935
. Commissions on 1SS OPLON trERBACIIONS ....eevvenerrenneceraeeanees e it tretbaeeteeraareeeaneoeaanes ¥y 3
€. All other securliies COMMIBBIONS ... voveriererertaasssonerenterasssasssasserassssossnasscesascarssasosssne 3939
d. Tolal eCUNti®s COMMIBBIONS . ...c.ueirecionesssaorscsaesastnassoosnsnsassossasssonasssans ttsasscacnasaens 340
2. Gains or iosses on firm securities trading sccounts ‘
8. From market making in options on @ Nations! securitios @XChANGE ..........c.coiivieienneertrocsvanccerseasnnns 04
D. From all Other GrRAING .. cevouneereteeaeeusaseaneseeronnsensnessnesoessassnsssesssosssnsssesassonsnnssnns (556,963) [sse»
C. TOMB] GOIN (IO8B) ....evverrenuerrninnnttsceroannensersessnnesassneeseas e ceeanes Creeeriiesisianns (556,963) [s%0
3. Gains or losses on firm BECUrfies INVEBIMENT BCEOUNS . .....uuuiiieirieierseeernnnenenssisssseroacanansnrenses (22 .868.532) |92
4. Profit (loss) from underwriiing and 3eiling GrOUPS . ... . ... iiirieiiiiraeisssrosesssssrsssosssseassisonsrannen ,‘. 3983
8. Rovenus 1rom sale of INVESIMENt COMPANY BRBTES . ....ccn'ereennneeeeasnernnseacsansnsersasssonssensnnssaenss - W70
8. ComMOGition MIVENUS ... .......coiicroineeieroruosinstsnotoanssasrsenssnestsassseasssaassosoncnsssce cesineen 3990
7. Fees for account supervicion, investmont advisory and administrative SOVIESS .uorenniraanennn Ceetacrseenanraas 3978
B Oher TeveNUS ......ccneiinnirierionres Cereiesesarateaieanan Pheeiheseeiassanaciacacsaansotiastatstannnsans NS
D, TOIR! FOVENUR ...t iiiiieiiiannesiansatssoanneasassosernssniensstonacrasassossrnanssiosesssasnesnnnss s 22,323,887) j#®»
EXPENSES
10. Sataries and other empioyment costs for general partners and voting stockholder officers ............c.cc0eneenne. | 4120
11. Othar amployee compenseiion and Denefits . ............ciiiiiierionriranreasonsesnsasnnsscsonsoasacnonssnns ?, 4118
12. Commissions pald o other Droker-desiers ..........c.c.occneeeneaes o e raseraesissineatesatstrsainatonennnnans 4, 93; 4140
13, INtOrEst BXPONIE L. ... i ieiiiiieii it iier it iietaa ettt et atas ettt ettt eeat it s et atente s ranna 17 |eers
. includes intsresi on sccounts subject to subordination agreements ................ {eor0]
T4, ROQUISIOTY T005 BNU GEDEABEE . ......cveveueeennanseseessencsessancressssessasnnseseasnsasssossonssassssssee 21,716 |[e1es
15, Oher @XPONSES . .........cvieeeererenionannrrsornasnnenn et eeieracsasisaisecntientetsnaeseranan Cereereaens 164,201 (4100
18. TO! OXDONBES ... ...oouiinninriiiiiitiiatiiasaittesresiaanssaraens Crrieerenuasiaies Cereerasianiiaiiiese s 190,869 [e200
: ) e
NET INCOME
17. Net income (loss} before Faderal Income taxes and Items befow (itom D less ftam 18 ). ... ....cetiiiiiiinnnennnn [ (22 y 514, 756) 4210
18. Provision for Federal Incoma taxes (for PATENt ONlY) .....coiiiiiiieeeneiisarancosnsnacrseessssstonnsansssones y 4220
10. Equity In eamings (losses) of unconsolidated subsidiaries not inciuded BDOVE ...........ciiitieiieiiiiinaiennas a2
8. After Foderal Income 18X88 OF ........cceeverransees reresesertene e { 4238
20. Extraordinary gains (108888) .......ccccvvvevenrnnnes fetoticateastesaciatiiensenratenenannttneatasnae ereies m
8. After Foderal INCOM® 18288 0F .........cvveiurrercrancesaoraceoosennsnsessannss Laﬂ
21. Cumulative effect of chenges In accounting PrNCIPIES . .....c.iiiiiiiitiierancssoseassssecssencssssocsnassnass 4225

22. Net Income (loss) aiter Fedsral income taxes and OxXIrRONAINANY MEMB .........covversscsenesacsscenssoncsansaars ] f 22 2]_4 756 ) 423
—_—

MONTHLY INCOME

2. Income (current month only) before provislon for Federal Income iaxes and extraordinary Hems...........ccecvnase  § 3’577 y 596 |&11 I
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HIA

- | BROKER OR DEALER Phase II Financial, Ltd.

For the period (MMDDYY) from - 1—=1-U4 wo_ 12=-31-04

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

T, Balance, DEGINRING Of PBTIOO . .. . o it i it iettan e iietn st ensesasesaneenseenassoeseessnansasersasasaans 95 ) 199 ) 151 4240
A N INCOME (1OB8). . oo e ettt ittt in et eieieestuerstneaesesesnenaassnnnseosasnsanionesssonsanss (2245143 756) 4250
B. Additions lincludes ON-CONlOrmMing caRital Of . . ... ....vs s eeenenrrnnnn. ys 4262 | 6,025,000 4260
€. Deductions (Inciudes non<coniorming Capitel Of . .. ... ..o.vr'svrevnrnnnnns s 4272 | (2,249,442) | 4270

2, Balance, end of period (From item TBO0) .. uu.uur ettt i it s sennearoeeenananeeeeeoarsaraneonaseonns s 76 ,459,953 {4290]

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, DEGinning Of PETIOG .. .ot et v e r st e e setasuntonenaeresosnsassasaetssansattssnessenanss Is -0- 4300
F T L T T e rereaene 4310
T o T Z e 4320

4. Balance, end of period (From item 3520). . ... ...ttt iiit et iine ettt ca e e et et eaaaan $ -0- [4336)

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER Phase II Financial, Ltd. o of 12-31-04
Exemptive Provision Under Rule 18¢3-3
25. if an axemption {rom Aulo 18¢3-3 Ie clasimed, Identity below the aection upon
which such exsmption s dased (check ons only)
A. (k) (1)}=—$2.500 caplial category e por Rule 18C3-1 .. ... ..0.veieneivnrennnnans Ceriairanes Cerertereesnes . I 0550l
B. (k} (2)(A)=—"Specis! Account for the Exclusive Benslit of
customers” MAIRIAINEE .....oviiius i iiieiieriennes esereane RPN Cermesaerreeatesane 4880
C. (k) (2)(B}—All cusicmer (rensaciions clesred through another
broker-dealer on a fully disclosed basls. Name of clearing
amm ) Oppenheimer & Co. Inc. #P-4077 [asss) X 4570
D. (k) (3)—Exempleg by order of the Commission ........... Ceredienetiarrenasen ferasens . cerraasens 4580
Ownership Equity and Subordinated Liabliitles maturing or proposed o be
withdrawn within the next six months and sccruals, (ss defined below),.
which have not been deducted In the computation of Net Capital,
Type of Proposed
withdrawal or Amount to be With. (MMDDYY) Expect
Accrusi insider or drawn (cash amount Withdrawal or to
8o below for Qutsider? ang/or Net Capitat Maturity Asnew
code 10 enter Name of Lender or Contributor {in or Out) Value of Securities) Date {yes or no)
M [Tas00 | [as01) [Tas02]) [as03] [(as0t] [(as0s]
A l 4810 i I “ﬁl I 4812[ I mal l 4814 | I Alﬁl
M I 4820 ﬂ I “21| ] 4822] I 4023] | “24' I “25]
3 I 4830 § . I 4'031' I 4032' I "33[ 40M l ms[
y | 4840 I 4841 D I 4842 l I 4643 | | 4844 | | 4845 |
s I 4850 I 4651 | “52' | “53| I 4854 I I ussl
.!f | 4880 I 4OG1B I “02] I “03| ] «ul I 4085 |
s | 4870 l 4871 l 4872 i 4873 l 4674 I | 4875 l
: | 4680 I 4881 I 4682 H 4683 I 4684 l I 4885 |
b [Tas90 [ae91] [aes2] 4693 4884 |
TOTAL $3

g o

-0- 4899
OMIT PENNIES

Instructions: Dstai! listing muat Inciude ths total of items maturing during the alx month period foliowing the

report date, regardiess of whather or not the capita! coniribution is expected 10 be renswed. The
schegule mus! alzo include proposed capital withdrawals scheduled within the six month
period followimg the report date including the proposed recemption of stock and payments of
liabilities ascured Dy fixed asssts (which are considersd allowable assets in the capital computation
xp’:mu:m to Rglo 15¢3-1({¢){2)(iv)), which couid be required by the lander on demand or in less

ah six montis,

WITHDRAWAL CODE: DESCRIPTION

1 Equity Capliss

2. Bubgreinated Liablililes
3 Accrugio

4, 16¢3-1(c)(2)(iv) Liabllities



PHASE 11 FINANCIAL, LTD.
INCOME AND EXPENSE RECONCILIATION
WITH COMPANY'S COMPUTATION
DECEMBER 31, 2004

NET LOSS AS REFPORTED BY COMPANY'S
UNAUDITED FOCUS REPORTS

LESS:
Foreign Tax Withheld on Dividend Income at Source (Canada) and
Carried as Receivable on Unaudited Balance Sheet

NET LOSS PER AUDITED FOCUS REPORT

(22,366,839)

147,917

(22,514,756)



PHASE II FINANCIAL, LTD.
NET CAPITAL RECONCILIATION
WITH COMPANY'S COMPUTATION
DECEMBER 31, 2004

NET CAPITAL AS REPORTED ON COMPANY'S UNAUDITED

PART II - FOCUS REPORTS 5,263,791
ADD:
Reduction in Nonallowable Assets 147,917
LESS:
Additional Expense - Foreign Tax Withheld (147,917)

NET CAPITAL PER AUDITED FOCUS REPORT 5,263,791



PHASE 11 FINANCIAL, LTD.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2004

Net Loss (22,514,756)
Increase in Receivables from Brokers (70,603)
Incease in Prepaid Expenses (16,254)
Increase in Accounts Payable 6,500
Net Securities Purchased and Change in Market Value 18,843,102
Capital Contributions 6,025,000
Capital Withdrawals (2,233,188)
INCREASE N CASH AND CASH EQUIVALENTS 39,801
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 250

CASH AND CASH EQUIVALENTS AT END OF YEAR 40,051



NOTES TO FINANCIAL STATEMENTS
PHASE II FINANCIAL, LTD.
DECEMBER 31, 2004

ACCOUNTING METHOD

The statements are prepared on the accrual method of accounting. For cash
flow purposes, only the checking account balances are considered as cash and cash
equivalents.

INVESTMENTS

Investments are stated at market value, with unrealized gain or loss recognized
in income.

INCOME TAXES

The Company is a partnership and both Federal and New York income taxes are
applicable credits flow-through to the partners.

RESERVE REQUIREMENTS

The Company does not carry any customer accounts or handle any securities.
All customer accounts are cleared on an introducing fully disclosed basis with
Oppenheimer & Co. Inc. Therefore, the computation for determination of reserve
requirements, and information relating to the possession or control requirements under
Rule 15C 3-3 are not applicable.

SAFEGUARDING PROCEDURES

The Company does not carry customer accounts or handle securities and,
therefore, there are no safeguarding procedures to review.

MATERIAL INADEQUACIES

No material inadequacies were found to exist at December 31, 2004, nor to
have existed during the year ended December 31, 2004.



OMB APPROVAL

OMB Number: 3235-0123
Explres: January 31, 1993
Estimated average burden

UNITED STATES hours per response .... 12.00

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FOCUS REPORT
FORM X-17A-5
SCHEDULE I

(To be filed annually as of the end of calendar year)

Contents

Schedule I INFORMATION REQUIRED OF ALL BROKERS
AND DEALERS PURSUANT TO RULE 17a-5

Phase II Financial, Ltd.
Name of Respondent
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OMB APPROVAL
UNITED STATES OMB Number: 3235-0123
SECURITIES AND EXCHANGE COMMISSION gg::sl;d ave r:;:fﬂi‘.{ 1993
Washington, D.C. 20549 hours per response .... 12.00

FOCUS REPORT

Fo rm (Financial and Operational Combined Uniform Single Report)

X-17A-5 Schedu

or if less than 12

Report for the period beginning WI 1 [8005] and ending mi 1

oo vy

le |

months

INFORMATION REQUIRED OF BROKERS AND DEALERS PURSUANT TO RULE 17a-§
Report for the Calendar Year w200t

(8006 ]

od Yy

SEC FILE NUMBER

8- 33559

[o11)

;.; NAME OF BROKER DEALER OFFICIAL USE ONLY
Phase II Financial, Ltd. N 9 ‘
’ [8020 0 1 1 1 4y leo21]
Firm No. M MY Y
2. Name(s) of broker-dealer(s) merging with respondent during reporting period:
OFFICIAL USE ONLY
1 NAME: 8053] { ' 8057
1 NAME: 8054y . 8058
1 NAME: 8055 8059
¥ NAME: 8056 8060
3. Respondent conducts a securities business exclusively with registered broker-dealers: y
(enter applicable code: 1=Yes 2=No) | 2 18073 |
4. Respondent is registered as a specialist on a national securities exchange:
(enter applicable code: 1=Yes 2=No) [ 2 18074 |
5. Respendant makes markets in the following securities:
(8) €QUItY SECUMLIES . ... iieenrneencrereenennnsocncenes (enter applicable code: 1=Yes 2=No) [ 2  |8075]
(D) MUNICIPAIS . v v e vviiieerrecnsannseaassnnncanas .. .(enter applicable code: 1=Yes 2=No) | 2 18076 |
(c) other debt INStTUMERIS .. .cvovoueenanecnascncnanens (enter applicable code: 1=Yes 2=No) | 2 18077 |
6. Respondent is registered soiely as a municipal bond dealer:
(enter applicable code: 1=Yes 2=No) | 2  [8078]
7. Respondent is an Insurance company or an atfiliate of an insurance company:
| (enter applicable code: 1=Yes 2=No) [ 2 8079
8. Respondent carries its own pubiic customer accounts: !
- {enter applicable code: 1=Yes 2=No) [ 2  [8084]
9. Respondent's total number of public customer accounts:
(carrying fimms filing X-17A-5 Part [i only)
(3) PUDIIC USIOMET BECOUMES v v ss s ue conennsnoeooeesnscnennenssnonasarsnnennens Ceerenans [T 0O {8080 ]
(D) OMNIDUS CCOUMS - .+ .t eosecnsnnenseneeosnsseaneroscaseansossenseneensensonssvnssns [0 _ |8o081]
10. Respondent clears Its public customer and/or proprietary accounts:

{enter applicable code

:1=Yes2=No) | 2

18085 |

-——n . mme

cam oA P oLl O




FOCUS REPORT
Schedule |
page 2

11. Respondent clears its public customer accounts In the following manner:

(enter a 1" In appropriate boxes)

(a) Direct Mail (New York Stock Exchange Members Only) ..........ceenverervnenrernnenenenns | | 8086 |
(=) BT L e T S | 18087 |
(C) OMINIDUS .. .. iiiiiiieieiatiieattenaeronoacenoreneancensenssensennseanssnnnenns o 18088 |
(d) Introducing .........covvnnianann, '[. 1 [so089]
(€) OIRET +eeeeeeeeeeeeannnn, e T T8050]

it Other piease describe:

() NOt BEPHCADIE ..ottt iiittiiiett e teiteenterneesnennsennronnseanssaannenness | 18091 |

12.(a) Respondent maintains membership(s) on national securities exchange(s):

(enter applicable code: 1=Yes 2=No) | 2  |8100]

(b) Names of national securities exchange(s) in which respondent maintains memberships:
{enter a 1" in appropriate boxes)

T2 - ¢ T - T A 8120
- B - T 1] (< e sieieeeetaraaas 8121
() CBOE ittt ittt i ieaittasiseeeanrtatnnneeeinnaeeeaessacanesnsnesnsnnansens 8122
LI LT Ve 8123
(6) INBW YOIK ..ottt oieiaoonoanananssosoneenronseenneeennseennseannnseonsanssesassas 8124
(6) Philagdelphia. . ..o i e e i i e e e, 8125
(7) Paclie 088 . . it vttt iiiiionrareneeeanoaototeannncesanneonnensassessssasanannsases 8126
(B) OlhOF . o\.oiiiitoiiieeioooosonneasonssoocoonannsoonanssaossnsnsosenssnsnsesssessses 8129
13. Employees:
(3) NUMDEr Of fUll-iME @I DIOYEES & v v eueveeerseetneenenenenrecansocneeneeseeensensesanens [0  [s8101]
(®) Number of tuli-time regisiered represantatives employed by respondent Inciuded in 13(a)...... | 0 18102 |
14. Number of NASDAQ stocks respondent makes MAarket .....ccveveceorcenrscesans eedenaradann r"' 0 18103 |
15. Total number of underwriting syndicates respondent was amember...........coevieevniennnnn | O 18104 |
(Carrying or clearing firms filing X-17A-5 Part i)
16. Number of respondent's pubiic cusiomer transactions: Y T 1 8105
Estimate ...........c.cieiiveennn 8106
(a) equity securities transactions effected on a
N8tional SECUMtIES EXCRANER o v v vevreeererneoonerncnernceenss e aaennosensesenseansanns [ 18107}
{b) equity securities transactiuns effacted other than on a
Nat %8l SOCUMLIES EXCRANGE « . oo v v evesernnsenennennennneesneeeseenesnransesnssnnennnns [ 18108 |

{c) commodity, bond, optlen, and other transactions effected on or off a
national securilics EXCRANER oo coetevetoterecccososossoosassnconsssrssorosssssenaressases L

SEC 1675 (12-92) 6 of 8



FOCUS REPORT
Schedule |
page 3

17. Respondent is a member of the Securities Investor Protection Corporation .
(enter applicable code: 1=Yes 2=No) | » 1  [8111]
18. Number of branch offices operated by respondent ...... ot e eara e et eareanaee s veeenn | 0 [8112]
19. (a) Respondent direclly or indirectly controls, is controlled by, or is under
common control with, & U.S. bank
_ (enter applicable code: 1=Yes 2=No) | 2 [8130]
(b) Name of parent or affiliate ]8131]
(c) Type of Institution 8132
20. Respondent is an affiliate or subsidiary of a foreign broker-dealer or bank
(enter applicable code: 1=Yes 2=No) [ 2  [8113]
21. (a) Respondent is a subsidiary of a registered broker-dealer
v (enter applicable code: 1=Yes 2=No) | 2  |8114]
2
{b) Name of parenf [81153
22. Respondent is a subsidiary of a parent which is not a registered broker or dealer
(enter applicable code: 1=Yes 2=No) | 2 | 8115]
23. Respondent sends quarteriy stalements to customers pursuant to
70L-10(b) in lieu of daily or immediate confirmations:
(enter applicable code: 1=Yes 2=No)* [ 2 | 8117]
24. Aggregate Dollar Amount of Non-Exempted OTC Sales of Exchange-Listed
Securities Done by Respondent During the Reporting Period ...........vvvivninnrnnnnenns [ $ 0 |8118]

“Required in any Schedule | filed for the calendar year 1978 and succeeding years
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