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A REGISTRANT IDENTIFICATION
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NAME OF BROKER-DEALER: CGT CAPTITAL, INC. LQEFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Da nat use P.O, Box Ne.) FIRM L.D. NO.

1011 CAMPUS DRIVE

JO (No, and Suect)
MUNDELE LN ~ ILLINOIS 60D60

(City) (Stete) (zlp Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT TN REGARD TO THIS REPORT
ARTHUR TANNER 847 549-€002
’ (Arzp Code = Telephone Nomber)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCQUNTANT whose opinion 15 contained in this Report®
SPECTOR & WONG, LLP

80 5. LAKE AVENUE., I_;m me.~ if individual, staiv last, Jirst, smiddle rame)
¥723 PASADENA CA 81101

taddress) {City) {State) (Zip Code)
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Bl centifisd Public Accouctant P CEgSE@

[J Public Accountant
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Patentlal persans who are to respond to the collcaluy'céfi’

. information cantzined in this form are notrequired to reggepd
SEC 1416 (03-02) unless the form dicplays a currently valid OMB controt number, v 0 8 20@3
t

NG
AN
XA{\

ool
TOR CPA PAGE 62 K\X

o3




D

> o QLIKO ' S 111_]\812\

— ooz
18/23/2083 13:48 6265646447 HAROLD Y SPECTOR CPA PAGE B3

OATH OR A¥FIRMATION

i ARTHUR TANNER . swear (or affirm) that, 1o the best of
ry knowledge and belic the accompanying financial statement and supporting “chedules pertaining to the {irm of

CGI CAPITAL, TINC, , a3
of JUNE 30 .20 03  , aretrye and corvect. I further swear (or affirm) that

neither the company nor 3ay partaer, proprictor, principal officer or director has any propristary interest in any account
classified solely as that of a customer, except as follows:

MARY BRUCH
MY COMMISSION EXPIRES
Aprfi 24, 2005

Title

This réport #¥ contains (chuck ail applicable boxes):

{(a} Fucing Page.

{b) Statement of Financial Condition,

(<) $Statemant of Incoms {Loss).

{d) Statement of Changes in Finapcia! Condition,

(e) Statement of Chnnges in Stocltholdars’ Equity or Partnets’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Lizbilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital,

(1) Cowmputation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

{) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

@ A Reooneiliation, including appropriaie explanztion of tke Compuiation of Net Capital Under Rule 15¢3.3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

() A Reconciliation between the audited and usaudited Statements of Fiancial Condition with respect to methods of

© consolidadon.

(1) Az Dath or Affirmaticn.

{m) A copy of the SIFC Supplemental Report,

(n) Areportdescribing any material inadequncies found e exist ot found 1o have existed singo the date of the previous sudly.

OO 1 SEM T D

*afor conditions of confidential treatment of cerialn porifors of this filing, see section 240.17a-5(2)(3).
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sancip v seicror, cea  SPECTOR & WONG, LLP 80 S. LAKE AVE.
CAROL § WONG, CPA Bty Foblls Hcriotants SULTE 723
(888) 584-5577 PASADENA, Ca 91101

FAX (626) 584-6447
hspectorcpa@earthlinknet

CONSENT OF SPECTOR & WONG, LLP
INDEPENDENT AUDITOR

wWe consent to the use of our report dated September 5, 2003, on
taz financial statements of CGI Capital, Inc., a wholly owned
gubzldiary of Circle Group Holdings, Inc. (F/k/fa Circle Group
Internet, In¢), as of June 30, 2003, included herein and to the
reference made to us. ‘ :

Wiz consent to the incorporation by reference in the Regilstration
Sratement of the aiorementioned report and to the use of our
name as it appears under tha option “Experts”.

r & Wong, LLP
adena, California
wtembeyr 3, 2003

T
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
CG1I Capital, Ine.
Mzndelein, Nlinels

We have audited the accornpanying statermeats of financial condition of CGY Capital, [ne., 3 wholly owned subsidiary
of Circle Group Holdings, Inc. (fk/a/ Circl: Group Internet, Inc.) as of June 30, 2003, and the related statements of
operations, changes in stockholders' equity, snd cash flows for the year then ended that you are filing pursuant 1o rule
1 73-% uader the Secwrities Exchange Act of 1934, These financial statoments are the responsibility of the Company’s
manugement. Our responsibility is to expre;s an opinion on these financial statemencs based on ow audit,

We conducted this audit in accordance wita auditing standards penerally accepted in the United States of America,
These stondards reguire that we plan and perform the audit to obmin reatomable assurance about whether the
fiazncial staternents are free of vaterial imisstatement. An audit includes examining, on a test bagis, evidence
supposiing the 2mounts and discloswes in the financial starements. An audit also includes assessing the accounting
principles used and significant estirnares made by management, as well ag ev alummg the overall ﬁnancxal statement
preseqtation, Weg believe that our audit provided a reasonable basis for our opimion,

o our opinisn, the financial staternents referred to above present fairly, in all material respects, the financial position
of CGI Capital, Inc, as of fune 30, 2003, and the results of its operadons and its cash flows for the year then ended in
conformmty with accounting priaciples gene;ally accepted in the Umited States of America.

Cur wudit has been condueted for the pupese of forming an epinion on the basic financial statements taken as a
whale, The suppleinantary information is presented for purposcs of additional analysis and is not a required part of
duc basic financial sratements, but is supplethentary informanion required by Rule 172-5 under the Securities
Exchange Act of 1934, Such information has been subjected to the procedures applied in the audit of the dasic
tinancial stateinents and, in ouwr opinien, is fairly stated im all material respects ig velation to the basic fimancial
statements takex}. s a whole.

//}/

/
Specidr & Wong, LLP
Pasadens, California
Sepeember 9, 2003
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CGI CAPITAL, INC. )

STATEMENT OF FINANCIAL CONDITION
Jupe 30, 2003

ASSETS

(Zash and cash equivalenls : 6,046

Property and equipment, net of accumnulated

depreciation of $34,528 20,481

S 26,527

STOCKHOLDER'S EQUITY

Comnpien stock ' o s 10

Additional paid-in capital 3,853.201

Accurmulated deficit (3,526,684)
. 3 26527

See Notes to Financial Statemeuts



09/03/2883 15:35 6265846447 HAROLD Y SPECTOR CP4 PoGE 85

CGI CAPITAL, INC.

-

STATEMENT OF OPERATIONS
For Year ended June 30, 2003

Consuldng Income , $ 5,000

Selling, general and administrative expenses , 14,140
Operating (Yoss) ' (9,140)

Other income: ‘

Gain on disposal of irmpaired mvestments 104,798

Interest and other income ‘ 154

‘ 104,992

Net income $§ 95852
T Ty r—

Sez Notag to Financial Statements
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CGI CAPTITAL, INC. .
STATEMENT OF CHANGES IN STCGCKHOLDER’S EQUITY

For Year ended June 30, 2003

Comrnen Sn;ck Paid-in Accurmnlated
T Shares Amount Caplml Deficit Total

Balance at Tune 30, 2002 l,O-OD b | 10 % 3,796,385 % (3,622,536) § 173,859
Distibutions (243,184) (243,184)

Net income | 95,852 95,852

Balance at June 30, 2003 1,000 3% iﬂ S 3,583,201 § {3,526,684) § 26,527

See Notfes to Financial Statements
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CGI CAPITAL, INC. .\
STATEMENT OF CASH FLOWS
For Year ended June 30, 2003
Cash Flows from Operating Activities
Net income < 95,852
Adjustments to reconcile net income t¢ net cash provided
by operating activities:
Depreciation 9,866
Gair. on disposal of impaired investments (104,798)
Net cash provided by operating activities 920
Cash Flows from Investing Activities
Proceeds from disposal of impaired investments 236,798
INet eash provided by investing activities 236,798
Cash Fiows from Financing Activities
Disnibutions (243.,184)
Net cash (used in) financing activiries (243,184)
Net (decrease) in cash and cash equivalents - (5,466)
Cash and ¢eash equivalents, at beginning of year 11,512
Cash znd cash equivalents, at end of year $ 6,046

See Notos to Financial Starernents

W
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CGI CAPITAL, INC.

NOTES TO FINANCIAIL STATEMENTS

Noete 1 ~ Nature Of Business And -S‘igruﬁc ant Accounting Policies

Nature of business: CGl Capital, Inc. (CGI Capital or the "Company") was erganized under the laws of the state of
Flovidu on October 9, 1996, The Company is 2 wholly owned subsidiary of Circle Group Intemet, Ine.  The
Company is 2 broker-dealer registered with the Securities and Exchange Comrnission (SEC) and is a member of the
Natianal Association of Sceurities Dealeys GNASD). The Company offers and sells securities in private placernents.

The Company operates under the provisions of Pazagraph (})(2)()) of Rule 1563-3 of the SEC and, accordingly, is
exemipt fom the remaining provisions of thet Rule. Essentially, the requirements of Paragraph (k)(2)({) provide that
the Company .camry 10 margin accounts, promptly tansemit ell customer funds and deliver all seenyides recejved in
connection with its activities as a broker-dealer, does not otherwise hold fiumds or securities for, er owe money or
securities to customers and effectuates all financial transactions between the broker-dealer and its custommers through
one or more bank accounts, eackh to be des.gnated as “Special Account for the Exclusive Benefit of Customers of
CGI Capita], Ine.”

A surmary of significant accounting policies follows.

Use of estimates: The preparavion of financ:al staterments requires rpanagement to make estimates and assumptions
that afYect the teported amounts of assets ani liadilities and disclosuwre of contingent asscts and lizbilities at the date
of the financial staternents and the reported pmounts of revermes and expenses during the reporting period. Actual
vzsults could differ fom those estimates,

Revenyr recoanition: Non-marketable eguity securifies received in lieu of cash for business consulting serviees sre
rzvorded in a deferred revenue account at estirmatad value when received. Revenue fom these service contracts are
recognized over the life of the conract whin it has been determined that there are no uncentainties regarding the
realizability of converting these equity securities to cash. This geperally eccurs after the client has completed a
public offering or is acquired by g publicly traded carmpany, Cash revennes received in advance from business
coastliing contracts are deferred and recogmized over the life of the copttact, Commissian income and related
expenses are recorded on a wade date bagis,

Cagh_and cash_equjvalents: For purposes of the statement of cash flows, the Comnpany considers all highly liquid
investments with a maturity of three months <z less to be cash equivalents,

Propery_and cquipment: Property and equipment are stated at cost. Maintepance and repair costs are gxpensed as
intuirsdd, Deprecistion is caleulated on the steaight-line nucthods over the estimated useful lives of the assets,
generslly from S to 7 years. Leasehold improvements are amordzed by straight-line method over the sharter of the
esrbnaied usefil Hves of the assets er the term of the lease,

Valuation — Investments: The Cormpany occasionally accepts commmon stock for its business-to-business consulting
services, At the date stock Is received, the Company values the stock as follows:

{a) Cornmon stock ascepted as payiment in a transaction from an associated company where there bas been
na prior public offering, but whose shares have been offered angd sold in a significent private placement
within the last 90 days, is initially valued based upon the last sale price of shares in the private
placeroent. . .
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CGI CAPITAL, INC.

NOTES TO FINANCIAL STATEMENTS

Note 1 ~ Nature Of Business And Significant Accovnting Policies {Continued)

(b) Commou stoek accepted as payinent in 3 transaction from an associsted company, where there has heen
no public or significant private placement offering, is initially velued after considering the following
ctitevia: market rouldples analysis; acquisition multiples analysis; calculation of market capiwmlization
based on the contemplated private placement sale prios; realization of businese plan objectives and
management tean1 expertise and ability to cxecute the business plan.

Impairment Valuation: On a continueus basis, but no less frequently then at the end of each quarterly reporting
period, the Coropany evaluates the carrving « alue of its interests in each of its associated companies for irnpairment,
These evaluations of impaiment are based on achieverent of business plan objectives and milestones of each
assoviated company, the fair value of each cownership interest relative to its caiTying value, the financia) condition
and prospects of the associated company, ard other relevant factors. The business plan objectives and milestones
that are considercd include, sruong others, those related to financial performance, such as achievement of planned
fumpcin) results and completion of capital riising activities. For financial gtaternent purposes, the fair value of the
Compary's ownership intersses in privaiely aeld associated corppanies is generally determined bascd on the prices
paid by third parties for ownership interests in the associated cornpanies, to the extent third party ownership interests
exdst, or based on the achievement of busines: plan abjectives and the milestones deseribed above.

Incoine Taxss: The Cornpany accounts for facows taxes in accordance with Financial Accounting Standards Board
Statement No. 105 “Accountng For Incorae Taxes” (SFAS No. 109), SFAS No. 109 requires a compapy t
recognize deferred tax liabilities and assets for the expectad fanure income tax sonsequences of events thar have been
-recognized in the Company’s financial stitements, Under this method, deferred tax agsets and liabilities are
determdned based on temporary differences astween the financial carrying arpounts and the tax bases of assets and
liabilitics using the enacted tax rates in effect inm the years in which the temporary diffcrences are expected to reverse,

The Company is part of 2 group that files a sonsolidated income tax return on 2 calendar year basis. The Company
accounts for income taxes on the accgual basis as if it were 4 separate taxable entity.

Fair vajue of financial instuements: All finaicial instumenrs are casxied at amounts thet approximate estimated Ty
valuc. ‘

Note 2 -~ Note Recejvable and Investmenis

The Company had a nots receiveble in tie amount of $100,000 fom an associated company.. The note was
previowsly fully reserved for losses. The iaterest has been paid in cash current thvough Novernber 30, 2001, In
Dzcernber 2002, Circle Group Holdings, Ine. (the “Parent Company”) entered joto a settlement agroement with the
asscoisted company which agreed to pay $5 0,000 to buy back all shares of its cormnon stock the Parent Company
received for services, Inretwrn CGl Capital fargave the note.

Duing the year, the Company sold afl the shares back to two associated companics for total proceeds of §236,7S8,
of which the investments had been written dowa te 30 and $132,000, rospectively. As a result, the Cempany
recogruzed a gain of $104,798 op these dispsals.
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CGI CAPITAL, INC.

NOYES TO FINANCIAL STATEMEDNTS

Note 3 - Income Taxes

As of Juse 30, 2003, the Company had a net operating Joss carryforward of approximately $2.9 million which will
expire at vatious times between 2020 and 2022, The net operating loss carryforward resulted 1o a deferred tax asset
of approxinmately $1,156,337. A valuation allowance equal to the deforred tax asset was 1ecorded to reduce the total
to an amount that management belizves will vltirately be realized,

Note 4 — Pending Sale of Business

On iecamber 20, 2002, Circle Group Holdings, Inc. (the “Parent Company’") entered into an agreement to sell all of
the eutstanding shares of the common stock of CGI Capital to Rothsehild, Owen, Hayes & Parmers, Inc. (the
"Purchaser”) for a each price of 345,000. The sale is pending subject ta the NASD appraval,

Note 5 - Net Capital Requirement

The Conmpaay s subject t¢ the SEC Uniform Net Capital Rule (Rule 15c3-1), which requires the maintenance of
minimum net capital and requires that the rutio of aggregate indebrechess to net capital, both as defined, shall not
excecd 1S to 1. Rule 15e¢3-] also provides that equity capital may not be withdrawn ¢r cash dividends paid if the
rosulting net capital rafio would exceed 10 w0 1. At June 30, 2003, the Company bad net capital of $6,046, which
was 31,046 in excess of {13 required net capital of $5,000. At June 30, 2003, the Company’s net capital ratio was 0.
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CGI CAPITAL, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
June 30, 2003

Total stockholders' equity § 26,527

Deduetions and/or charges:
Nonajlowable aseets:

Pruperty and equipment 20,481
Net capital 6,046
Minimum net capital requirement 4 5,000
Excess net capital ‘ _ 5 1,046

Aggregate indebtedness

Accounts payable and ascrued expenses 3 -
Ratio of aggregate indebtedness 1o net capital .00to 1
. e s

tatement pursuant to Paragraph(d)(4) of Rule 17a-5:
Reconciliation with Company's computation included in
Part IIA of Form X-17(d)-5¢a) as of June 30, 2003:

As reported in the Company's Pert IL4 ungudited FOCUS report:

Total assets $ 26,527
Totl ownership equity ‘ 26,527
Nonallowab!e assets (20,481)
Net capital 6,046
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CGI CAPTTAL, INC.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
June 30, 2003

None, the Company is exempt from Rule 15¢3-3 pursuant to the provisions of subparagraph (K}{2)(1)
thereof, : .

INFORMATION RELATING TO POSSESSING OR CONTROL kEQUIREMENTS UNDER
RULE 15¢3-3
June 30, 2003

None, the Company is exemnpt from Rule 15¢3-3 pursuent to the provisions of subparagraph ((2)(1)
thereof, ‘

10
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INDEPENDENT AUDITOR’S REPORT QN INTERNAIL CONTROL

Tn Board of Directors
CGI Capital, Inc.
Mundelein, Ninos

[ planning and performing ovr audit of the financial statements of CGI Capital, Inc. (the "Company™) for the year
ended June 30, 2003, we considered its internal conirdl, including control activities for sefeguarding securities, in
order to determine our auditing proccdures for the purpose of excpressing our opinion on the financial statcments
and not to provide assurance on the internal control.

Alsa, a5 tequired by rule 17a-5(g)(1) of the Securities Exchange Cormunission (SEC), we have made a study of the
practices and procedures followed by the Company including tests of compliance with such practices and
procedures tha! we considered relevant to the objectives stated in rule 17a-5(g)(1) in making the perodic
computations of aggregate debits and net capital under rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of rule 15¢3-3. Eecause the Company does not carry secwrities aceounts for custamers or
perform custodial functons relating 1o custemer securities, we did not review the practices and procedurcs
foilowed by the Company i any of the iollowing:

L. Making quarterly securities examinatons, counts, verifications and compan’soné,
2. Recordation of differsnces required by rule 172-13. -
3 Complying with the rejuirements for prompt paviments for sccurities under Section 8 of Federal

Roserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the practices
and pro¢edures referred 1o in the prececling paragraph. In fulfilling this responsibility, estinates and judgments by
management arc required 1o assess the expected benefits and related costs of controls, and of the practices and
prucedures referred to in the preceding paragraph and to agsess whether those practices and procedures can be
expecied to achieve the SEC's above~mentioned objectives. Two of the objectives of internal control and the
practices and procedizes are to provids management with reasonable but not absolute assurance that assets for
which the Company has responsibility iwe safeguarded against loss from unauthorized use or disposition, and that
nausactions are executed in accordance with management's autherization and recorded properly to permit the
prepzration of financial statements in conformirty with accounting principles generally accepted in the United States
of Ameriea, Rule 172-5(g) Hsts addilional objectives of the practices and procedures listed in the preceding
paragraph,

Because of inherent limitatons in interral controls or the practices and procedures referred to above, error or fraud
may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk
that they may become inadequate because of changes in conditions or that the effectiveness of their design and
opcravion may deteriorate.
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Qur consicderation of the internal contrel would not necessarily disclose all matiers in the internal contvol that might
he material weaknesses under standards established by the American Instinte of Certified Public Accountiants. A
material weakness Is a condition in which the design or operation of the specific internal control elements does not
reduce to a relatively low level the risk that error or fraud jn amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timmely period by employees in the
normal eourse of performing their assigaed functions. However, we noted no martters involving the infernal control,
including control activities for safeguarcing assets that we consider to be rnaterial weaknesses as defined above,

We understand that practices and procedures that accomplish the objectives referred ta in the second paragraph of
this report are considered by the SEC to be adequate for its purposes in accordance with Securities Exchange Act
of 1934 and related regulations, and 1t at practices and procedures that do not accomplish such objectives in all
muinrial respects indicate a roateria) inedequacy for such purposes. Based on this understanding and of our study,
we believe that the Company's practices and procedurcs were adequate at June 30, 2003 to meet the SEC's
abjectives, ‘

This report is intended solely for the usz of the members, management, the SEC, and the National Association of
Scenrties Dealers, Ine., and other regulstory agencies that rely on rule 1 72-5(g) under the Securities Exchange Act
of 19534 in their regulation of registered Lrokers and dealers, and is ot intended to be and should not be used by
anycne other than these specified parties,

Spéctor & Wong, LLP
Pasadena. Califomia
Septemnber 9, 2003

12



