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" OATH OR AFFIRMATION -

1, Rick Meehleis, MS, CFP , swear (or affirm) that, to the best of

my knowledge and belrefthe accompanymg financial statemeént and supportmg schedules pertamlng to the firm of
Excalibur Fmancna] Group, Inc. . B as

>

of ~December 31 - ,20 05 | aretrue and correct. [ further swear (or affirm) that

neither the company nor any partner proprletor principal officer or director has any proprretary interest in any account

classrfed solely as that of a customer, except as follows:
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‘Title

.‘f*)‘

This report ** contains (check aIl appl
- (a) Facing Page.
X1 (b) Statement of Financial Condition. Xy
[XI (c) Statement of Income (Loss).
B (@ Statement of €hanges-in Finaneiat Condition. Cash Flows :
[XI (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Caprtal.
O ® Statement of Changes in Liabilities Subordlnated to Clalms of Credrtors
I (g Computation of Nét Capital. - ‘
O o) Computation for Determination of Reserve Requrrements Pursuant to Rule 15c3 3
D_ (1) Information Relating to the Possession or Control Requirements Under Rule 15¢3- 3
O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
 Computation f&r Determination of the Reserve Requxrements Under Exhibit A of Rule 15¢3-3.
D (k) A Reconciliation between the audited and unaudlted Statements omeancral Condition with respect to methods of
consolidation. : ‘ '
[X] (1) .An OQath or Affirmation.
00 (m) A copy of the SIPC Supplemental Report
O (n) A report describing any material inadequacies found to ex15t or found to have exrsted since the date ofthe previous audlt.

**For‘cbndt'tz‘ons ofconfidential treatment ofcertain porti’ons ofthis‘ﬁling, see section 240. /7a-5(e)(3).
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Report of Independent Certified Public Accountants -

" The Board of Directors and Stockholder
Excalibur Financial Group, Inc.- ‘
Fbrt Collins, C,olorade

We have audited the accompanying statements of financial condition of Exeahbur Fmanual Group, Inc.
as of December 31; 2005 and 2004, and the related statements of operations, cash. flows. and
stockholder’s equity for the years then ended that you are filing pursuant to rule 17a-5 under the
Securities. Exchange Act-of 1934. These financial statements are the respons1b1hty of the Company’s
management. Our respon31b1hty 1s to express an op1mon 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 audits to. obtain reasonable assurance
- about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management
- as well as evaluating the overall ﬁnanc1a1 statement presentat1on ‘We believe that our audits provide a
reasonable basis for our op1n1on

. In our opinion, the ﬁnancial statements referred to above present fairly, in all material respects, the

- financial position of Excalibur Financial Group, Inc: at December 31, 2005 and 2004 and the results of -

its operations, cash flows and changes in stockholder’s equity for the years then ended in conformity
with accounting principles generally accepted-in the United States of Amerlca

Our audit was coﬁdueted for the purpose of forming an opinion on the basic financial statements taken
as ‘a whole: The information contained in the supplementary schedule on page 10 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 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 matenal respeets in relatlon to the basic financial
statements taken as a whole.

W@/ pue

Littleton, Colorado
March 9, 2006
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Excalibur Financial Group, Inc.

- Statements of Financial Condition
December 31, 2005 and 2004

Assets

~ Current Assets:

Cash
Certificate of dep051t
Commlss1ons receivable

Total Current Assets
“Property, Equlpment and Intanglbles
Furniture, net of accumulated depreciation of $6 799

for 2005 and $6,359 for 2004. '
JIntangible assets, net of accumulated amortization of $644 for 2005

Total Property, Equipment and Intanglbles |
' Total Assets "

Llablhtles and Stockholder‘s Equnty

Current Llablhtles
Accounts payable and accrued expenses
A Notes payable . ‘
Total Current Liabilities

: Deferred Income Taxes

St,ockholder'SiE‘quity .

Common Stock, $.001 par value:

Authorized 100,000 shares; issued and
Outétan‘ding 100,000 =

Additional Paid-in Capital |
Retained earnings (deficit)
- Total Stockholders' Equity ,

 Total Liabilities and Stockholder's Equity

. 2005 2004
$ 1,616 .S 1,098
6,000 6,000
14,316 28,880
21,932 35,978
1,003 - 189
1,841 R
2844 189
$ 24776 $ 36,167
. $ 1,000 $ 1,000
- 6817 6,817
7,817 7,817
100" 100
42,385 42,385
(25,526) (14,135)
16,959 28,350
$ 24,776

'$ 36,167

The accompanying notes are an integral part of these statements.
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~ Excalibur Financial Group, Inc.
| ‘Statements of Operations o
- For the Years Ended December 31, 2005 and 2004

o 2005 - 2004
Revenues - o J S oo ‘ o ‘
Commissons =~ = . . $ 316500  $ 252,076
- Interest -~ - S ' el B 166. . 97
Total Revenues . 316,666 252,173
'Exp'ens‘\es | o : : A .
Auto expenses - . L 26,531 26,428
Commissions - S - . 250,215 154,875
Depreciation & amortization. . g o 1,084 - 1,169
Insurance L o . ' 1,256~ 1373
Office'expense =~ - - B S o - 12,948 . 11,273
Professional services - R 2,800 : 42548
Occupancy e S - 4,891 6,920
- Taxes and licenses IR 5407 ¢ 5,085
Telephone S o A - 8977 7,665
Travel and promotion L | 10,901 110,998
Interest expense . . T e 415 247
Meals and entertainment _ 2,632 1,997
| Total Expenses | 328,057 232,578
Net Income (Loss) Béforé Taxes - ' (11,391). 19,595
Provision for Income Taxes _ o | «
Current tax provision = =~ = I ' - : -
Net Income Tax Benefit (Expense) . - o - -
Net Income (Loss) .~~~ $ (11,391)  $_ 19,595

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



Excallbur Flnanmal Group, Inc

‘Statements of Cash FIows

For the Years Ended December 31 2005 and 2004

Cash Flows From Operatmg Act1v1t1es

Cash received for commlssmns

Cash paid to suppliers and mdependent contractors

Interest received
Interest paid -
Income taxes paid

‘Net Cash Prov1ded (U sed) by Operatmg Act1v1t1es f ‘

_Cash Flows From Investmg Act1v1t1es

-Purchase of fixed assets”

_Additional Paid in Capital contnbuted
Purchase of soﬁware

Cash Used in Investmg Act1v1t1es '

Cash Flows From Fmancmg Act1v1t1es
Increase i in line of credlt

Net Cash Prowded by Fmancmg Act1v1t1es .

Net (Decrease) Increase in Cash - "

Cash at Beglnnmg of the Year
.Cash at End of the Year .

Reconciliation of Net Earnmgs (Loss) to Net Cash

. from Operating Activities: -
. Net'Earnings (Loss)
o AdjdstmentSf
‘Depreciation :
~ (Increase) decrease i -
Commussions receivable

: Net Cash Prov1ded (Used) by Operatmg Act1v1tles - . L

fzobsf 2004

$ 331,064 ~$ 224371

(326,558) (231,407)

166 7
@15 (47)
4257 (7,186)

C(2se)
(2,485) e

©(3,739) -

P 6,816

-~ 6816
518 (370)
1098 17221

% 1,616  $ 851

0§ (11391) $ 19,595

1,084 . 1,548
14,564 (27 705)
$ 4257 _(6,562)

. The acconipahying notes are an integral part of these statements.
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- Excalibur Financial Group, Inc.
| Statements of Stockholder's Equity
~ For the Years Ended December 31

- : - Additional ‘Retained
"‘Common Stock . Paid-In  Earnings

Shares = Amount . _ Capital (Deficit) Totals

' Balance December 31, 2003 - - § 100 - $ 42,385  $(33,730) $ 8755
Contributed capital . S - - o
Net income (1st) R e - 19,595 - _ 19,595

Balance December 31,2004 .~ - 100 42385  (14,135) 28350
Contributed capital = , - I -
Net income (loss) - -~ - = - - - (11,391) (11,391)

Balance December 31, 2005 - $ 100 $42385 $(25526) $ 16,959

The accompanying notes are an integral part of these statements.




‘Excalibur Financial Group, Inc.
Notes to Financial Statements
December 31, 2005 and 2004

Organiiation and ‘Significant Accounting Policies

Orgamzatlon and Nature of Business \ »
The accounting and reporting policies of Excalibur Financial Group, Inc. (the Company)
conform to generally accepted accounting principles. The following summary of significant
accouriting pohcres 1S presented to assist the reader in evaluating the Companys financial
statements : ~ :

Nature of Operatlons ‘ » -

The Company sells annuities, universal life pohcles and mutual funds, each of which is placed
dlrectly with the underwrmng compames The Companys customers are located throughout the -
AUmted States. :

Furniture, Equlpment and Depreclatlon

Furniture and equipment are recorded at acquisition cost or fair market ‘value at time of
contribution. Depreciation is computed using accelerated methods over the assets' estimated
useful hves : : :

Cash and Cash Equlvalents ' : C

For purposes of the statement of changes in financial posmon the Company consrders all
highly liquid ﬁnanc1al 1nstruments purchased with a matunty of three months or less to be cash
‘ equlvalents : : :

| Income Taxes - ,
Deferred tax liabilities or assets, net of any applicable valuation allowance for deferred tax
assets, are recognized for the estimated future tax. effects attributable to tax carry-forwards.

Temporary differences between book and tax reporting relate to the cash basis used for 1 income
tax reporting. : -

‘Use of Estimates ~

The preparation of ﬁnanc1al statements in conformity w1th .generally accepted accountlng

- principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanylng notes Actual results could differ from

these estimates. :

Reclas51ficat10ns : :
Certain prior period amounts ‘have been reclassrﬁed to conform with the current period
presentation. ‘
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Excalibur Financial Group, Inc.
Notes to Financial Statements (continued)
. December 31, 2005 and 2004

’Operating Leases

The Company leases ofﬁce space under a month to-month lease’ requlnng monthly payments
The Company also leased three vehicles under operatlng leases requiring monthly payments of
$755, $331 and $914, respectively. These vehicle leases expire at various dates from July 2007
to March 2008. Total lease expense for 2005 and 2004 was $21, 122 and $24,205, respectively.

: Followmg are the future minimum lease payments: -

-December 31, . S o
- 2006 8% 24,000 -

- 2007 19,323
2008 R 2,741
| $ 46,064

Income Taxes

Years Ended December 31,

: | T 2005 2004
Current income tax expense : ‘ 8- $ -
Deferred income tax expense (benefit) - S - -
Income Tax Expense (Benefit) S s - | $ -
Deferred Tax Assets (Liabilities) . =~ - " Years Ended December 31,

- ‘ AR 2005 - © 2004
_ Deferred tax assets related to net operating | - ' '
loss carryforwards - o - % 8955 % -

- Receivables timing differences - o (5583 -
Depreciation timing dlfferences o o o (73) -
Valuatlon allowance AR - ' o ' (3,299) -
Net Deferred Tax Asset = - = s -5 _

~ Realization of deferred tax assets is dependent onAgenerati‘ng "sufﬁcient taxable income prior to -
expiration of the net operating loss carryforwards. The amount of the net deferred tax asset .
_considered realizable could change in ‘the ‘near term if estimates of future taxable income

during the carryforward period change. The remaining net operating loss carryforwards at
December 31, 2005 are approximately $22,961. These losses begin to expire in 2019.




Excalibur Financial Group, Inc.
Notes to Financial Statements (contmued)
December 31 2005 and 2004

Notes Payable .

The 'Co’mpany has a revolving line of cfedit with Centennial Bank ef the West for $7,000. The
" note bears interest at 5.75%. The credit line is renewable annually $6,817 was outstanding at
'December 31 2005 and 2004

Net Capitai Requirements

Pursuant to the net capltal provisions of Rule 15¢3-1 of the Securities and Exchange
Commission, the Company is required to maintain a minimum net capital, as defined under
such provisions. Net capital and the related net capital ratio (aggregate indebtedness to net
capltal) may fluctuate on a-daily basis.. The Company has deSIgnated the funds in its certificate
of deposit to meet its minimum capital requxrements

_ Aceording to Rule 1503-1,‘ the Company’s nethapital ratio shall not exceed 8 to 1 for the first
- twelve months of operation as a broker-dealer and 15 to 1 thereafter. In addition, equity capital
may not be withdrawn or cash dividends paid if the resultmg net capital ratio would exceed 10
to 1. Net capital data is as follows

‘ ; Net CapitaI Requirements  Indebtedness  Capital Ratio
December 31,2004~ $ 28,161 $ 5000 - $ 7816 29t

December 31,2005~ $ 14,116 S 5000  § 7816  .59tol

Concentrations of Risk

During 2005, the Company sold investment products of two companies which represent 77%
and 21%, respectively, of the Company's commission revenue. During 2004, the Company sold
investment products of two companies, which represented 50%, and 49%, respectlvely, of the
Company's commission revenue. :




Excalibur Financial Group, Inc.

- Supplementary In’fo'r»matio‘n -



Excalibur Financial Group, Inc.
Computation of Aggregate ‘Indebtedness ‘
- and Net Capital Pursuant to Rule 15¢3-1.
For the Years Ended December 31, 2005 and 2004

2005 2004

Net Capltal | , o
‘Total stockholder's equlty S ; . $16960  $ 28350
Deductions c . L S
Equipiment and furmture net R 1,003 - 189
Receivables, from related parties = -~ Lo -
Other assets ‘ S : o 11,841 L.
Total Deductions . Lo 2844 189
TbtalNetCapital . 314116  § 2816l

‘ Aggregate Indebtedness s : _ . o . :

* . Payables and accruals -~ = . . I ‘ $ 1,000 $ 1,000
Income taxes payable ‘ | I . - -
Bank note payable e . 6,816 6,816 -
Deferred Income tax expense, net : S - -

Total Aggregate Indebtedness o ‘ | o % 7816 3 7,816
Computatmn of Basic Net Capital Requlrements | o '
62/3% of aggregate indebtedness ' 8 521§ 521
Requlred minimum net capital $ 5,000 : $ 5,000
Greater of thetwo amounts $~. 5,000 $ 5,000
Capital in excess of requlred mmxmum ‘ _ % 9,116 $ 23,161
" Ratio of aggregate mdebtedness to net capltal ' 0.9 029

* Reconciliation with Companys computatlon 1ncluded n Paﬂ II of Form X-17a-5:
Net capital, as reported in Company's Part II g B - BRI
(unaudited) FOCUS Report : S $14121 $.27,977

Net Adjustments to agree to aucht report S o (5) 184
Net eapltal per above . B ‘> - $ 14,116 $ 28,161
9




" Mason Russell West, LLC

739 WEST LITTLETON BLVD.

LITTLETON, CO 80120-2337
TELEPHONE 303-797-9101 FAX 303-795-3356

' . E-MAIL: cpas@mrwllc.com

. DICK MASON : o - . o " GERTIFIED PUBLIC ACCOUNTANTS »
RAY RUSSELL, JR. ' ) > . ] . “ o - ' - CONSULTIN_G SERVICES .
Report of Independent Certified Public Accountants
| » . on - | e
Internal Co_ntrOI Structure Required by SEC Rule 17a-5

" The Board of Directors and Stockholder
. Excalibur Financial Group, Inc.
Fort Collins, Colorado

In planmng and performmg our audrt of the ﬁnancral statemients of Excahbur F1nanc1a1 Group, Inc for

the 'year ended December 31, 2005, we considered its internal control structure mcludmg procedures

for safeguarding securities, in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and. not to provide assurance on the mtemal control structure.

Also, as required by Rule 172-5(g) of the Secuntres and Exchange Comm1ssron (Commrssmn) we
have made a study of the practices and procedures (mcludmg tests of compliance with such practices -
~and procedures) followed by Excalibur Financial Group, Inc. that we considered relevant to the
-objectives stated in Rule 17a-5(g) in making the periodic computatlons of aggregate indebtedness (or
aggregate debits) - and net capital under Rule 17a-3(a)(11) and the procedures for determining ‘
compliance with the exemptive provisions of Rule 15¢-3-3. We do. not review the practices and
procedures followed by the Company in making the "quarterly securities examinations, counts,
Venﬁcatlons and comparisons, and the recordation of differences required by Rule 172a-13 or in

' complymg with the requirements for prompt payrnent for securities under Section 8 of Regulatlons T
of the Board of Govemors of the Federal Reserve System, because the Company does not carry
securlty accounts for customers or perform custodral functions relatmg to customer securities.

The management of the Company 1s responsible for establishing and maintaining an intemal control
structure and the practices’ and procedures. referred to in the preceding paragraph. In fulfilling this
responsrbrht} estimates and judgments by management are required to assess the expected benefits
and related costs of internal control structure policies and procedures and of the practices and

 procedures referred to in the preceding paragraph and to assess whether those practices and procedures
can be expected to achieve the Commission’s above-mertioned objectives.

Two of 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
preparation of financial statements in conformity with generally accepted accountmg principles. Rule
17a-5(g) hsts addltronal obJectlves of the practlces and procedures 11sted m the precedmo paragraph

IGAF
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The Board of Drrectors and Stockholder
Excalibur Financial Group, Inc
Page 2

Because of inherent limitations in any internal controlstructure or the practices and procedures
referred to above, errors or fraud may nevertheless occur and not be detected. Also, projection of any’

* evaluation of them to future penods is subject to the risk that they may become madequate because of -
- changes i n condltlons or that the effectweness of their desrgn and operatron may deteriorate. '

Our consideratiOn of the internal control structure would not ne"cessan'ly disclose all matters in the
internal control structure. that might be matenal weaknesses under standards established by the -
- American Institute of Certified Public Accountants A materlal weakness is a condition in which the
* design or operatron of the specrﬁc internal control structure elements does not reduce to a relatively

low level the risk that errors or fraud in amounts that would be material in rélation to the financial
statements being audited may occur and not be detected within. a timely period by employees In the

- normal course of performing the1r assigned functrons However, we noted no matters ‘involving the

internal control structure, 1ncludmg procedures for safeguarding securities, that we consider to be

‘material weaknesses as defined above. In addition, our consideration of the internal control structure

indicated that the Company was in comphance Wlth the conditions of the exemption under Paragraph

(1()(2)(B) of Rule 15¢3-3, and no facts came to our attention mdrcatmg that such conditions have not
been comphed with dunng the period. : -

‘ We understand that practrces and procedures that accomplish the obJectlves referred to in the \erond

paragraph of this report are considered by the Commission to be adequate for its purposes in

accordance with the Securities and Exchange Act of 1934 and related regulations, the practices and -

procedures that do not accomplish such objectives in all material respects indicate ‘a material
madequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practrces and procedures were adequate at December 31 2005, to meet the Commrssron ]
obJectrves '

‘This 1 report is intended solely for the mformation and use of the Board of Drrectors ‘management, the

Securities and’ Exchanoe Commission, the Natronal Association of Securities Dealers, Inc 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 1s not intended to be and should not be used by
- anyone other than these specified partres

%MM/&% e

March 9, 2006

*Littleton, Colorado




