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WHITTLESEY & HADLEY, P.C.

Certified Public Accountants/Consultants

147 Charter Oak Avenuc
Hartford, Connecticut 06106°

860.522.3111 (voice)
860.524.4475 (fax)

Report of Independent Auditors www,whepa.com

To The Board of Directors of
Essex Financial Services, Inc. and
Essex Savings Bank

We have audited the accompanying statement of financial condition of Essex Financial Services, Inc. (the
“Company”) as of September 30, 2006 and the related statements of income, changes in stockholders’
equity and 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. The financial statements as of September 30, 2005 and for the year then ended were audited
‘by Snyder & Haller, P.C. who merged with Whittlesey & Hadley, P.C. as of January 1, 2006, and whose
report dated November 11, 2005 expressed an unqualified opinion on those statements.
' b !

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 Essex Financial Services, Inc. at September 30, 2006 and the results of its operations
and its cash flows.for the years then ended in conformity with accounting principles generally accepted in
the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in Schedule | is presented for the purpose 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
material respects, in relation to the basic financial statements taken as whole.

ZVA%?// Maotley £

Hartford, Connecticut
November 27, 2006
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Statements of Financial Condition
September 30, 2006 and 2005

2006 2005
ASSETS ' :
Cash £ 960,871 $ 743,048
Receivables from brokers or dealers 41,436 41,226
Other income receivable 354,972 184,134 -
Furniture, equipment, and leasehold improvements, net of
accumulated depreciation of $577,473 and $547,918 at
September 30, 2006 and 2005 respectively 211,737 174,618
Intangible asset, net '49,073 70,882
Other assets 159,425 106,058
Total assets "$ 1,777,514 $ 1,319,966
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities .
Accrued expenses $ 423,537 $ 214,673
Deferred revenue 256,886 156,849
Dividend payable 97,500 90,647
Other liabilities 100,151 237,333
Total liabilities 378,074 699,502
Commitments and contingent liabilities - -
~ Stockhoiders' equity
Common stock, no par value; 2,000 shares authorized;
500 shares issued and outstanding 502,000 502,000
Retained earnings 397,440 118,464
Total stockholders' equity 899 440 620,464

Total liabilities and stockholders’ equity

$ 1,777,514

$ 1,319,966

See accompanying notes to financial statements.
' 2
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Statements of Income
For the years ended September 30, 2006 and 2005

2006 2005
Commission and other income ' '
Commissions on transactions in exchange listed equity : _
securities executed on an exchange $ 455,733 $§ 551,750
Commissions from other securities (125,830) 168,225
Revenue from sales of investment company shares 1,054,571 808,547
Fees for account supervision, investment advisory and : .
administrative services , 6,621,389 5,247,673
Other income . : . 461,667 308,881
Total commission and other income 8,467,530 7,175,076
Expenses
Salaries and employment costs for stockholder officers 685,984 560,432
. Other employee compensation and benefits 4,295,957 3,693,894
Regulatory fees and expenses 38,_408 31,431
Other expenses . 2,339,730 2,055,008 -
Total expenses ‘ 7,360,079 6,340,765
Income before provision for income tax expense 1,107,451 834,311
Provision for income tax expense 438,476 353,664
Net Income $ 668975  § 480,647 .

‘See accompanying notes to financial statements.

3 ) '
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Statements of Changes in Stockholders’ Equity
For the years ended September 30, 2006 and 2005

. Total
Common Retained stockholders’
stock earnings equity
Balallnce at September 30, 2004 $502,000 $ 118,465 $ 620465
Net income | - 480,647 480,647
Dividends paid and accrued’ - (480,648)  (480,648)
Balance at September 30, 2005 502,000 1 18,464 620,464
Net income - 668,976 668,976
Dividends paid aﬁd accrued - (390,000) (390,000)
Balance at September 30, 2006 $502,000 3 397,440 $ 899,440

See accompanying notes to financial statements.




EssexFinancialServices

Statements of Cash Flows

For the years ended September 30, 2006 and 2005

] 2006 2005
Cash flows from operating activities )
Net income ' $ 668976  § 480,647
Adjustments to reconcile net income to cash
provided by operating activities: _
' Depreciation and amortization expense 71,345 71,307
Provision for deferred income tax expense 30,300 19,500
Loss on disposition of assets 541 -
Net change in:
Receivables from brokers or dealers (210) (14,211)
Other income receivable (170,838) (26,328)
Other assets (63,467) (35,931)
Accrued expenses 208,864 (145,635)
Deferred revenue 100,037 26,507
Other liabilities (157,382) 175,234
Net cash provided by operating activities 688,166 551,090
Cash flows from investing activities
Purchase of furniture, equipment and leasehold improvements (87,196) {46,935)
Net cash used by investing activities (87,196) {(46,935)
Cash flows from financing activities
Dividends paid (383;147) (563,151)
Net cash (used) provided by financing activities (383,147) (563,151)
Increase (Decrease) in cash and cash equivalents 217,823 {58,996)
Cash and cash equivalents at beginning of period 743,048 802,044
Cash and cash equivalents at end of period $ 960:871 $§ 743,048
Supplemental disclosures
Cash paid during the vear for: :
Interest expense $ - $ -
Income taxes 3 589,104 $ 152,940

See accompanying notes to financial statements.
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Notes to Financial Stafements

1. Description of Business .
Essex Financial Services, Inc., (“EFS”) is a fully disclosed introducing broker-dealer and registered
investment advisor. EFS is member of the National Association of Securities Dealers (NASD) and is a

member of the Securities Investors Protection Corporation (SIPC). Commissions and investment
advisory fee income is generated in connection with sales of securities, insurance products and investment

advisory services.

2. Basis of Presentation

The accompanying financial statements have been prepared in conformity with generally accepted
accounting principles for business enterprises in general. However, broker-dealers are further subject to
Rule 17a-5 of the Securities and Exchange Commission (the “SEC™) and the Financial and Operational
Combined Uniform Single (*FOCUS™) report thereunder. That rule prescnbes the presentational format
of the accompanying financial statements as well as additional disclosures

3. Summary of Significant Accounting Policies

Use of Estimates

In preparing the financial statements, management is required to make estimated and assumptions that
affect the reported amounts of assets, labilities, revenues and expenses. ActuaI results could differ from
those esnmates

Cash and Cash Equivalents
EFS considers all highly liquid investments with a maturity of three months or less to be cash equivalents.

Included in cash is a $100,000.00 clearing deposit required to be held at EFS’s c]earmg agent, as a
condition of its contract.

Furniture, Eg_uigment and Leasehold Improvements ‘

Furniture, equipment and improvements are stated at cost less accumulated depreciation.

Major expenditures for property and equipment and those which substantially increase useful lives are
capitalized. Maintenance, repairs, and minor renewals are expensed as incurred. Assets retired, or
otherwise disposed of, are eliminated from the asset accounts along with related amounts of accumulated
depreciation. Any gains or losses from disposals are included in income.

_Deprecnat:on is computed over the estimated useful life of the respective asset, ranging from three years
to thirty-nine years. Depreciation expense for the year ended September 30, 2006 and 2005 of $49,536
and $49,496 respectively, was computed using the straight line and accelerated methods.
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o » Notes to Financial Statenients

Commissions and Investment Advisory Income

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

Investment advisory fees are received quarterly in advance, and are recognized as earned on a pro rata
basis over the term of the related investment advisory service period.

Income Taxes

Income taxes are provided for the tax effects of transactions reported in the financial statements and
consist of. taxes currently due plus deferred taxes related primarily to differences between the bases of
certain assets and liabilities for financial and tax reporting. The deferred taxes represent the future tax
return consequences of those differences, which will be taxable when the ‘assets and liabilities are

recovered or settled.

Advertising Costs
The Company expenses all advertising costs-as they are incurred. Total advertising costs were $55,384
and $42,262 for the year ended September 30, 2006 and 2005, respectively.

Inlangibl.{ Asset

/
In D\ecember, 2003, EFS paid certain fees related to client retention in the amount of $109,050. These
costs have been capitalized and are being amortized on a straight line basis over a five year period.
Accumulated amortization was $59,977 and $38,168 at September 30, 2006 and 2003, respectively.

4. Financial Instruments

Cash and cash equivalents are financial instruments for which the carrying value equals fair value. EFS
has no financial instruments with ofi-balance sheet risk.

5. Net Capital and Other Regulatory Requirements

EFS 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. As of September 30, 2006, EFS’s
regulatory net capital of $230,724 exceeded required net capital by $180,724. Apgregate -indebtedness
was $878,074, resulting in a ratio of aggregate indebtedness to net capital of approximately 3.81 to 1.

EFS does not carry securities accounts for customers or perform custodial funclﬁons relating to customer
securities and, therefore is exempt from the provisions of the Securities and Exchange Commission’s
Rule 15¢3-3 under Paragraph (k}2)(ii) thereof.

i

-
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Notes to Financial Statements

6. Operating Leéses

EFS leases a motor vehicle and various office equipment under operating leases. The future minimum
lease payments under these leases are as follows:

Amount
Year ending September 30, 2007 $ 47782
2008 T 39.123
2009 . 27,926
Total minimum lease payments $ 114,831

‘ !
7. Rent ‘ ' |

In January, 2004, EFS assumed a ten year lease agreement to rent its office space from Rafal Family
Limited Liability Company, a related party. The lease calls for an annual fixed rent of $143,220 plus real
estate taxes, and common area charges assessed against the premises. The original lease agreement began
in 1998, and EFS has three renewal options for terms of five years each.

The following is a schedule of the future minimum rental payments called for under the lease:
]

Amount

Year ending September 30, 2007 ' $ 143,220
2008 95,480
Total minimum rental payments $ 238,700

Rent expense for the year ended September 30, 2006 and 2005 was $157,791 and $156,736,
respectively,




EssexFinancialServices

Notes to‘ Financial Statements

8. Income Taxes

The provision for income tax expense for the year ended September 30, 2006 and 2005 consists of the
following components:

) 2006

f Current Deferred Total
Federal income tax expense $335,884 $ 24450 $ 360,334
State income tax expense 72,292 5.850 78,142

Provision for income tax expense $408,176 $ 30,300 $ 438476

2005

Current Deferred Total
Federal income tax expense $259,797 $ 15750 $ 275,547
State income tax expense 74367 3750 78,117

Provision for income tax expense $334,164 $ 19,500 $ 353,664

EFS’s total deferred tax assets at September 30, 2006 and 2005 consist of the 'fol}owing:

2006 2005
Deferred tax assets . ,‘
Expenses recorded for books but not tax $ 24,700 $ 37,700 .
Deferred tax liabilities | _
Depreciation expense (44,900). {27,600)
Net deferred tax (liabilities) assets (20,2000 § 10,100
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Notes to Financial Statements

]

9. Profit Sharing Contributions

EFS maintains a 401(k) profit sharing plan for all eligible employees. Total contributions to the Plan for
the fiscal year ended September 30, 2006 and 2005 was $185,868 and $155 8632, respectively.

10. Concentrations of Credit Risk

EFS maintains its cash in focal financial institutions. The balances are insured by the Federal Deposit
Insurance Corporation up to $100,000 per institution. At September 30, 2006, uninsured cash balances
were approximately $791,000, i

EFS also maintains cash equivalents, consisting of money funds, which are not insured by Federal
Depository Insurance. These money funds are held in brokerage accounts and are protected by, and
subject to the limitations of, SIPC and the Gulf Insurance Company. At September 30, 2006, the money
funds balances were approximately $108,000.

1
'

11. Related Party Transactions .

EFS paid management fees of $360,000 to Essex Savmgs Bank, a related parry during the year ended
September 30, 2006.

10.
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Computation of Net Capital under Rule 15¢3-1 of
the Securities and Exchange Commission

September 30, 2006

Schedule 1

Computation of Net Capital:

Total stockholders' equity $ 899440
Deductions -
Non-allowable assets:
Furniture, equipment, and leasehold improvements, net $ 211,737
Commissions receivable - 12B-1 fees 248,481
Other assets 208,498
Total non-allowable assets ' 668,716
Net capital before haircuts on securities positions 230,724
Haircuts on securities - other securities -
Net capital $ 230,724

Aggregate;'lndebtedness:.

Accounts payable, accrued expenses and other liabilities $ 878,074
Total aggregate indebtedness . $ 878,074

Computation of basic net capital requirement:

Net capital requirement, greater of - !
Minimum net capital required, 6-2/3% of aggregate indebtedness $ 58,538
Defined minimum dollar net capital requirement $ 50,000

Net capital requirement $ 50,000

Excess net capital $ 180,724

Excess net capital at 1000% ‘ 5 142,917

Ratio of aggreghted indebtedness to net capital . 3.81

Reconciliation of net capital with computation included in
Part IIA of Form X-17A-5 as of September 30, 2006:

Net capital, as reported in Part I1A (unaudited) FOCUS report $ 230,274

Audit adjustiments: :

None b -
Net capital $ 230,274
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1, Daniel. L. Pancake s}wear (or afﬁrm) that, to the best of my knowledge and belief the accompanylng fi nancral statement an o
supporting schedules, pertalnmg to the firm of Great Circle Financial as of September 30, ZOQG are true and correct I further swear*,' Ty
~ < (or affirm} that nelther the company nor any ‘partner, proprietor, prmcrpal ofﬁcer or director has any proprletary interest in any account

"classrﬁed solcly as'that of a customer except as follows:

——me e
3
-
FEEE
-

nd

.;"
1
+

i

' i Ti i s

BARBARA A. SHATTUCK

Notary Piblic - State of Nevada | ' - % " Signature

President

b Title

otary Pubhc ' i:

This report ** contains (check all appllcable boxes):
(a) Facmg Page :

(b) Statement of Fmancral 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.
(f) Statement of Changes in Liabilities Subordmated to Cla1ms of Creditors. J :
{g) Computatlon of:Net Capital. .

{h) Computation for,Determmatlon of Reserve Requrrements Pursuant to Rule 15¢3- 3 i
(i) Information Relatlng to the Possessron or Control Requlremeuts Under Rule l5c3 3!

Computation for Determmat:on of the’ Réserve Requirements- Under Exhlblt A of Rule 15¢3- 3.

consolidation. | v P
(1) An Oath or Afﬁrmanon - I

(m) A copy of the SlPC 'Supplemental | Report s L

|
l

**F or conditions of confidential treatment of certain portions of this f ling, see section 240, l 7a-5 (e)(3)
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|

{)A Reeom::llatlon1 lncludmg appropnate explanatlon of the Computatlon of Net Capltal Under Rule 15¢3-1 and the

k) A Reconciliation between the audlted and ~unaudited Statements of Financial Condmon with respect to methods of

1

(n) A report descrlbmg any material inadequacies found to EXISI or found to have exlsted smce the date of the previous aud:t
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Report of Independent Auditors

1
Board of'Directprs'
Great Circle, Fin*a‘ncial |
We have audlted the accompanying statement of financial condltlon of Great Circle
Financial (formerly D.R. Mayo & Company, Inc.) as of September 30 2006 and 2005, and

the related statements of operations, changes in stockholder's equnty and cash flows for the -

years then ended These financial statements are the respon5|b|I|ty of the management of
the Company <Our responsibility is to express an oplmon on these| fmancnal statements,

based on our audits. I

‘We conducted 'our audlts in accordance with auditing standards’ generally accepted in the .
United States. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. tAn audit includes examining, on a test basis, ewdence supporting the
amounts and drsclosures in the financial statements. An audit also includes assessing the
accounting prlncrples used and significant estimates made by management as well as

_evaluating the overall financial statement presentatlon We belreve that our audits provide a

reasonable basrs for our opinion. 4

In our opm:on,ithe financial statements referred to above present farrly in alt material
respects, the flnanC|aI position of Great Circle Financial as of SeptembenBO 2006 and
2005, and the results of its operations and cash flows for the years then ended, in
conformity W|th accounting principles generally accepted in the Unllted States.
Wik Hattr Alicks, 4ol € ST
Wilson Markte,Stuckey Hardesty & Bott |
. I
1
1

Larkspur, California
December 1,2006

!
E
i

- Certified Public Accountants - A Professional CO[’]I)OI'ahOI\
I 101 LARKSPUR LANDING CIRCLE SUITE 200, LARKSPUR CA 94939
Tel: 415-925-1120 & # Fax: 415-925-1140 & # Internet: www.wmshb.com
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I l P Great Circle Financial
! iz 1' SR - Statement of Financial Condition
: i L September 30, 2006 and 2005
i - . } ' t:I v ! i :
: } RS 2006 2005
- Current assets
Cash $ 20,526 $25,123
Commissions receivable from clearing broker 29,503 8,814
| Total curjént assets - 50,029 33,937
Property and equupment at cost, net of accumulated o ] R c
deprecnatlon of $46,697 (2005 - $45,839) o f } :285 1,143
Deposits and other assets : P ' 34
| |
‘Total assets $50,314 $35,114
|
Current Ilabllltles | o
Accounts payable I $519 $12,521 -
Accruedlemployee expenses * y 21,004 5,496
. . . ‘ [ .
. H | ¥ ’
l Total cur"rent liabilities ;21 523 18,017
Stockholder.s equity |
Common stock no par value; 10, 000 shares . = | l _
' authorlzed 1,000 shares issued and outstandlng T 15 000 15,000
Addltlonallpald in-capital : 342 144 - 342,144 .
_ Retalned earnlngs (accumulated defi cut) (328 353) (340,047)
Total stockholders equity !28,79;1 17,097
It : .
i . "
Total Ilabllmes and stockholder's equity $50,314 $35,114 .

See accompanying notes.
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i L o e ° Great Circle Financial ’
® | ! ‘. S o Statement of Operations | 1
3 N S Years ended September 30, 2006 and 2005
| i o A " ‘ : : i '
i . 2006/ - - 2005
:.I SR Revenue ' 7 : ' I |
i | | Commissions : $196,516 $215,294
. Miscellaneous 9:40 1,095
Interest 824 482
e Total revenue 198,2;80 216,871
. Expenses "
R Commissions and salaries 105,273 | 86,344
: .{ Payrolt.taxes 4,996 6,842
i Transaction clearing and quotation charges 42,183 70,153
. Accounting and audit 3,010 3,185
P Dues and subscriptions | - 406
{ Insurance 501 607
® Meals, travel and entertainment - ~ 1,087
' Other outside services ‘ 5,394 6,633
Y ' Other taxes and fees ' 100 -
[ Regulatory fees and assessments 4, 928' 7,265
= l Rent . : 11 1|17 18,800
9 - Supplies 589 6,566
H Telephone : 6, 018 13,868
A Depreéiation 858 858
g Interest and finance charges - |- . 6,289
'.i ‘ Miscellaneous _ 1,369 3,211
? f ~ Total expenses 186,336 232,094
o ‘ i
: ; Income (Iqss) before income taxes 11 9;44 (15,223)
® .
X Income taxes 250 800
¥ < Net income: (loss) $11 ,6?94 .($16,023)
| See accompanying notes. |
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i

Balances,
September 30, 2004
Capital contribution
Net loss

Balances, _
September 30, 2005
Net income '

Lo
Balances,

September 30, 20086

i
-t
J
I
Great Circle Financial '
Statement of Changes in Stockholder's Equity
Years ended September 30, 2006 and 2005
'Retained Total
Additional garnings stock-
Common stock paid-in- (accumulated  holder's
Shares Amount capital deficit) equity
1,000 $15,000 $339,594 ($324,024) $30,570
- - 2550 | - 2,550
- -~ — | (16,023) _ (16,023)
1,000 1'5,000 342,144 (340.047) 17,097
- - - ' 11,694 ' 11,694
1,000 $15,000 $342,144 - g$328,353) . _$28,791 -

See accompanying notes.
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P - Great Circle Financial | !
EE - Statement of Cash. Flows | |
"' Yearsended September 30, 2006 én;d 2005
LN B o 2006 | 2005
Cash flows from operating activities . n | S
Net income (loss) $11,694 1 ($16,023)
Adjustments to reconcile net income (loss) to
net cash provided by operating activities
Depreciation 858 858
Changes in current assets and liabilities :
Commissions receivable _ (20,689)! . 11,545 .
| ~+ . ., Prepaid Expenses i -'- b 4,723
Accounts payable (12 002) 2,703
- Accrued employee expenses 15, 509 ' (5,507)

L |
Cash provided (used) by operating activities (4,63:0) {(4,701)

Cash fldws from investing activities |

Change in deposits and other assets 34 1,190
. | _
Cash provided by investing activities 3|4 1,190

. ]
Cash flows from financing activities |
l

| Capltal contribution il 2,550

Cash prowded by fmancmg activities l- . 2,550

Net incféase (decrease) in cash . (4,59%‘) (961)

| ACash beglnnlng of year o $25,1213 126,084

‘Cash.endofyear . - oo G s $25.428.
Supplemental disclosure ' - ! .

Cash paid for income taxes n $ 250 $800

c‘asr; .paid for interest aﬁd .ﬁnanlce‘chgrges $ - '$6;269

B

. -

See accompanying notes.

-5-



e e —

i : . ‘ Great Circle Financial
; ' Notes to Financial Statements
September 30, 2006 -

Note 1 — Summary of significant accounting policies

Basis of presentation
Great Circle Financial (Company, formerly D.R. Mayo & Company, Inc.), incorporated
o in Callfornla!and located in Reno, NV since April 15, 2008, is reglstered with the
1 National Association of Securities Dealers (NASD) as a broker-dealer in the sale of .
' securities. The Company is exempt from Securities Exchange Commission Rule
' 15c3-3 because it does.not handle securities or.carry customer ‘accounts. A single
securities cleanng broker clears virtually aIl transactlons executed on behalf of

customers of the Company

Cash ‘ ' < |
For purposes of the accompany:ng statement of cash flows, clash con5|sts of cash
on deposit wuth a commercial bank and with the securities clearlng broker.
Property and equipment * N IR ' i

"The Company capitalizes the cost of property and eqmpmentl consisting of office
and computer equipment, furniture and leasehold |mprovements exceeding $2,000.
The Company computes depreciation using the stra:ght -line method based on the
useful lives of office and computer equipment and furniture of flve years and of
leaséhold |mprovements the shorter of the useful lives or the remalnlng terms of the
related Ieases Differences between financial statement and |ncome tax
depreuation are not material.

Security transactlons and commissions .
" The Company records revenues and expenses related to secunty transactions
based on the accounting method used by its securities ciearlngibroker which is on a
settlement—date basis. Net commission revenue on unsettled transactlons as of
'September 30 2006 and 2005 is not matenal -
t

Use of estlmates | |
The Company prepares its financial statements in accordance wath accountlng
principles, generally accepted in the United States. The preparatlon of financial

- statements |n conformity with accounting principles generally accepted in the United
States requures management to make estimates and assumptlons that affect
amounts reported in these financial statements, notes and supplemental
information. “Actual results could differ from those estimated. |

-B-
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& | '+ Great Circlé Financial

% : Notes to Financial Statements |
o | September 30, 2006 |
|

Note 1 — Summary of significant accounting policies (continued)

Estimated fair value of financial instruments
¢ Statement of Financial Accounting Standards No. 107, “Disclosure about Fair Value
of Financial Instruments,” requires the disclosure of the fair value of financial
instruments, including assets and liabilities recognized on the statement of financial
f . condition: Management estimates that the aggregate net fair, va!ue 'of financial
‘ : : instruments recognrzed on the statement of financial condition (mcludung

receivables, payables and accrued expenses) approxmates thelr carrying value, as ]
' “such flnancsal mstruments are short term in nature or bear mterest at current market
A rates. - ! | :
] ) | ‘ .1 ' | ' . I .
@ - Note2- Cor’nrr}fis'sions rec'eivable- e |
o . . : ‘ f !

" As of September 30, 20086, the Company had a commission receivable from its
securities cleanng broker for net commissions due the Company and earned during
the month of September 2006.that totaled $29,503 (2005 - $8 814). The Company :
received such net commrssnons during October 2006 and lncluded the amount as an.

t allowable asset in its net capital computation. _ |
| ‘ ' |

t

Note 3 — Taxes on income

j.; Current mcome tax expense during the years ended September 30 2006 and 2005
L reconciles as foIIows . g

v i ' - .Z,QQQ
Federal 3
. State '

N

o

o
' 9]

1
8

0

N
wn
o
o)

o

|
. |
e Total current income tax expense _ : | 250 $80

|

5 : During the years ended September 30, 2006 and 2005 statu'tory income tax rates
' did not match financial statement rates due to loss carry forwards carry backs and
minimum franchlse taxes. Co
_ 1
The’ Company mcurred income tax losses in previous. years and after prior carry
backs, has approx1mate|y $330,000 to carry forward to future years for federal




i

)

- Note 4 — Commltments

Note 3 - Taxeson |ncome(cont|nued) S B

- 100% valuation allowance against the deferred tax asset resulting from the loss

_ Great Circle Financial
" Notes to Financial Statements :
September 30, 2006 ' :

!

l

-, . PO '
'i . - |

i
| r
tjf _ ;" purposes ($310 000 for purposes of Callfornla taxes on mcome) The Ioss carry
t
|
|

forwards explre .during the tax years ending September 30, 2021 through 2023 -
(SeptembenSO 2006 through 2007 for California). -The Company has recorded a

carry forward : : .
Other defen;ed income tax assets and liabilities arising from tlmrng difference
between frnanmal statement and income tax asset, liability, |ncome and expense
recognition are not material to the financial condition of the C[ompany

§
!
i :
The Company rents its. ofﬁce space from its President and sole shareholder ona
month-to-month basis. Of the rent expense for the year ended September 30,
2006, approximately: $10 600 was pald to the Companys Pre3|dent for use of offlce
and storage space. . - . t :

- . R . PR - e i
The: Company s security clearing broker requires. that the Company maintain a
minimum deposrt balance of $25,000. At September 30, 2008, the balance with the

. securities clearlng broker was $20, 363, due to capital draw dov\'ms by the Company.

Draw downs are being repaid monthly in payments of $500.
- t

;Note5 Netcapltalreqwrement B CL ) |

- The Company is subject to the Securities and Exchange Con]1m|ssmn Uniform Net

Capital Rule 15¢3-1, which requires the maintenance of a mlnlmum net capital of

the greater of total aggregate indebtedness times 6%% and $5 000. As of

September 30 2006, the net capital of the Company exceeded the minimum net

capital requirement by $23,506. !
I

In the oplnlon of management, the Company maintained thelreqwred minimum net

. capital dunng the years ended September 30, 2006 and 2005
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R(Laport of Independent Audltors on Supplemental Infqrmétion S

|
}
t
|
I

!
)

Board of Directprs , | | |
Great Circle Financial :

We' have aud|ted the fmancaai statements of Great Circle Fmanmal for the years ended
September 30, '2006 and 2005, and have issued our report thereon dated December 1,

© 2006. Our audits were made primarily for the purpose of formmg an opinion on the

basic financial statements, taken as a whole. The accompanying supplemental
information presented hereinafter 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 Commission. Such information
has been subjected to the auditing procedures applied in the audlts of the basic
financial statements and, in our opinion, is fairly stated in all materlal respects in

relation to the basic financial statements, taken as a whole.

|
|
| |
y ' |
W o, Hadlh /@42 Il & Sat
Wilson Markle Stuckey Hardesty & Bott t

Larkspur, California !
December 1, 2006

Certified Public Accountants - A Professional Corpo’ratlon :
101 LARKSPUR LANDING CIRCLE, SUITE 200, LARKSPUR' CA 94939
"Tel: 415-925-1120 # & Fax: 415-925-1140 # ¢ Internet; wwwlwmshb com
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Great Circle Financial
Securities and Exchange Commission
' September 30, 2006

Net Capital

Total stockholder s equity

Adjustments for non-allowable assets
Property and equipment, net
Deposits and other assets

Total adjustments

Net capital

Total Aggregate Indebtedness

Total liabilities

Total aggregate indebtedness

Total aggregate indebtedness times 6%%
Minimum net capital requirement for reporting broker

Basic net capital requirement (greater of $1,211 and $5,000)

- Excess net capital

Excees net capii'tal at 1,000%
Net capital less 10% of total aggregate indebtedness

Ratio of total aggregate indebtedness to net capital

~11-

}
T .
| L
8 ] l ‘ l B .
3 i . .

Computat[on of Net Capital under Rule 15¢3-1 of,the
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Great Circle Financial.

September 30, 2006

Part 1A of Form X-17A-5 as of September 30, 2005

Net capltal reported in the unaudited
’ Part IIA FOCUS report of the Company

Net audlt adjustments

Net capltal as reported herein

© Total 'agg'regj'.atte indebtedness reported in the unaudited
@ Part 1A FOCUS report of the Company

: Net audit adjustments
| o * i

Total aggregate indebtedness, as reported herein

-12-

Reconciliation Pursuant to Rule 17a- 5(d)(4) 3

., Reconciliation WEth the Computation of the Company included in'

$33.007
1(7,501)
| $25.506

!
! .
| $18,165

. $21.523



Great Circle Financial ’

\ Computation for the Determination of Reserve Requ:rements
o ] Under Rule 15¢3-3 of the Securities and Exchange Commission
' September 30, 2006 !

The computation for determination of the reserve requirements under Exhibit A of
® Rule 15¢3-3 of the Securities and Exchange Commission has not been prepared
because the exemption under Reg. Section 240, 15¢3-3 (k)(i)(C) is met.

| |

o |

| |

lf !

i .

| .

® :

i |

Iy [

o

[

B T .. . |

? Great Circle Financial ,

,.f Information Relating to Possession or Control Requirements
2 Under Rule 15¢3-3 of the Securities and Exchange Commission
. September 30, 2006 .

! |

¥ ,

_.] A supplementary report pursuant to Rule 17a-5(d)(4) and the mformatlon relating to
¥ possession or control requirements under Rule 15¢3-3 are not required under Rule
! 17a-5(e)(1)(i)}(A) and Rule 15¢3-3(k}, respectively. i

E |

i | !

,| '

. :

i ;

N
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Report of Independent Auditors on Internal Accounting Control
Required by SEC Rule 17a-5

Board of Directors ‘ !
Great Circle Financial SIS
We have audited the financial statements of Great Circle Fmanctal (formerly D.R. Mayo.
& Company, Inc.) for the years ended September 30, 2006 and 2005 and have issued .
~ our report thereon dated December 1, 2006. As. part of our audlts ‘we made a study
and evaluation of the system of infernal accounting control of the Company to the
. extent we conS|dered necessary to evaluate the ‘system as requrred by auditing
| standards generally accepted in the United States. The purposel of our study and -
i evaluation, WhICh included obtaining an understanding of the account:ng system, was to
" determine the nature tfmlng and extent of the auditing procedures necessary for
© expressing an opinion on the financial statements. :
We also made a study of the practices and procedures followed by the Company in
making the periodic computations of net capital and total aggregate indebtedness under
rule 17a-3(a)(11) and the procedures for determining comphance with the exemptive
provisions of rule 15¢3-3. We did not review the practices and procedures followed by
the Company in making the quarterly securities examinations, counts verifications,
comparisons and recordation of differences required by rule 17a 13 or in complying with
the requwements for prompt payment for securities under sectlon 8 of Requlation T of
the Board of Governors of the Federal Reserve System, because the Company does
not carry security accounts for customers or perform custodial functlons relating to
customer securities. -

The management of the Company is responsible for establrshlng and maintaining a
system of internal accounting control and the practices and procedures referred to in
the preceding paragraph In fulfilling this responsibility, estlmates and judgments by
management are required to assess the expected benefits and related costs of control
procedures and of the practices and procedures referred to in the preceding paragraph

-14-

Certified Public Accountants - A Professional Corporahon
101 LARKSPUR LANDING CIRCLE, SUITE 200, LARKSPUR CA 94939
Tel: 415-925-1120 # # Fax: 415-925-1140 & ¢ Internet: www.wmshb.com
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and to assess whether those prachces and procedures can be expected to achieve the

above- mentloned objectives of the Commission. The objectives of a system and the

practices and procedures are to provide management with reasonable but not

absolute, assurance that assets for which the Company has responsrblllty are

: safeguarded agalnst loss from unauthorized use or disposition, and that transactions
© are executed in accordance with the authorization of management and recorded

e et e ot - A -

properly to permlt the preparatlon of flnanC|aI statements in accordance with accounting
pnnmples genera||y accepted in the United States. Rule 17a- 5(g) Ilsts additional
objectlves of the practlces and procedures Ilsted in the precedlng paragraph

H .
Because of lnherent hmltatrons in’ any |nterna1 accountlng control procedure or the
practlces and procedures referred to above, errors or |rregu|ant:es may nevertheless
occur and not be detected. In add|t|on projection of any evaluatlon of them to future
periods is subject to the risk that they may becomerlnadequate because of 'changes in
conditions or that the degree of compliance:with them may deterrorate Our study and
evaluation made for the limited purpose described in the first paragraph would not
necessanly dlsclose all material.wéaknesses in the system. Accordlngly, we do not

'express an oplmon on the system of internal accountlng control of Great Circle

Financial, taken as a whole. However, ‘our study and evaluation dlsclosed no condition
that we believed to be a material weakness. i
We understand,that practices and procedures that accomplish the objectives referred to
in the second paragraph of this report are considered by the Commlss:on to be

- adequate for its' purposes in accordance with the Securities Exchange Act of 1934 and

. related regulatlons and that practices and procedures that do not accompllsh such

objectives in all: material respects indicate a material |nadequacy|for such purposes.

" Based on this understanding and on our study, we believe that the lpractices and

. This report is mtended solely for the use of management, the Securmes and Exchange- |

WM. il Aoty ki £ AT !

procedures of the Company were adequate as of September 30 '2006 and 2005, to
meet the ObjeCtIVES of the Commission. P

Commission and the National Association of Securities Dealers and should not be used
for any other purpose

" Wilson Markle Stuckey Hardesty & Bott :
- Larkspur, California o

December 1, 2006 |
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