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I, Kirt Ashman

OATH OR AFFIRMATION

_, swear (or affirm) that, to the

best of my knowledge and belief the accompanyxng financial statement and supportmg schedules pertaining to the firm of

Gore Horvath, Inc.

June 30, 2002 XPOX

as of

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:

None

U pbAd K ¢ inc

Notary Public

This repon** contains (check all applicable boxes):

(@) Facing page.

(c) Statement of Income (Loss).

(g) Computation of Net Capital

sOHIRGOH X
() An Oath or Affirmation.

HOR H OCOOOEOGREEW

(b) Statement of Financial Condition.

(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have ex1sted since the date of the previous audit.

NICHOLAS R. KUNE
Commission # 1195952
’ﬂl Notary Public — California
. Orange County
— My Comm Explres ch 5 2002 3

_(d) Statement of Changes¥ FIimifIaX Xo¥digopx Cash Flows.
(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or control Requirements Under Rule 15c3-3. _
() 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 %ﬁﬂﬁ%%@ﬁﬁéﬁﬁéﬂ%x?@éﬁx

**For conditions of confidential treatment of certain portions of this filing, see section 249.17g—5(e)(3).
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FLIZABETH cermiFieD

FUBLIC

TRACTENBERG sccountant

REPORT OF INDEPENDENT ACCOUNTANT

Board of Directors
Gore-Horvath, Inc.
Huntington Beach, California

I have audited the accompanying statement of financial condition of Gore-Horvath, Inc., as of
June 30, 2002 and the related statements of income (loss), cash flows and changes in
stockholders' equity for the year then ended. These financial statements are the responsibility of
the Company’s management. My responsibility is to express an opinion on these financial
statements based on my audit.

I conducted my audit in accordance with the generally accepted auditing standards. Those
standards require that I 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. I believe that my
audit provides a reasonable basis for my opinion.

In my opinion, such financial statements referred to above present fairly, in all material respects,
the financial condition of Gore-Horvath, Inc. as of June 30, 2002 and the results of its
operations, cash flows and changes in stockholders' equity for the year then ended in conformity
with United States generally accepted accounting principles.

My audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the accompanying schedule on pages 10 and 11
are 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 audit of the basic financial statements and, in my opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

8(/1 (,‘,{'f,-,L 7‘1 (_A»(\/

Elizabeth Tractenberg, CPA
Los Angeles, California
September 23, 2003

10680 WEST Pico BOULEVARD, SUITE 260, Lus AnNGELES. CA 30064
232 SHANMNON ROAD, L0S ANGELES. CA 90027-1442
PHONE (323 669-0545 Fax 1223 863-0575 CELL PHOME (310 4325-0746 FRAL CTRACTEINBERGEREASTHLNANETY




GORE-HORVATH, INC.
STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2002
ASSETS

Cash

Checking $ 7

Savings 2

Total cash 9

Clearing broker deposit 10,603
Property and Equipment, at cost, net of accumulated

depreciation of $26,610 14,871

TOTAL ASSETS $ 25,483

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES

Accrued expenses $ 1,752

TOTAL LIABILITIES 1,752
STOCKHOLDERS' EQUITY

Common stock, no par value, 1,000,000 shares

authorized; 206,860 shares outstanding $ 88,000

Paid-in capital - 98,431

Retained earnings (deficit) (162,700) 23,731

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 25,483

See accompanying notes to financial statements
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GORE-HORVATH, INC.
STATEMENT OF INCOME (LOSS)
FOR THE YEAR ENDED JUNE 30, 2002

REVENUES
Commissions $ 15,754
Interest income 220
TOTAL REVENUES 15,974
OPERATING EXPENSES (See Schedule) 32,000
LOSS BEFORE TAX PROVISION (16,026)
INCOME TAX PROVISION 800
NET LOSS $  (16,826)

See accompanying notes to financial statements
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GORE-HORVATH, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEAR ENDED JUNE 30, 2002

Common Retained
Stock Common Paid-In Earnings
Shares Stock Capital (Deficit) Total
Balance, June 30, 2001 206,860 $§ 88,000 § 838931 § (145874) § 31,057
Paid in capital 9,500 9,500
- Net Income (16,826) (16,826)
Balance, June 30, 2002 206,860 $§ 88,000 § 98,431 § (162,700) $§ 23,731

See accompanying notes to financial statements
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GORE-HORVATH, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2002

Cash Flows from Operating Activities:
Net income (loss)
Depreciation and amortization
Changes in operating assets and liabilities:
Clearing broker deposit
Commissions receivable
Commissions payable
Accrued expenses
Net cash provided (required) by operating activities

Cash Flows from Investing Activities

Property, plant and equipment
Cash Flows from Investing Activities

Cash Flows from Financing Activities
Paid in Capital
Cash Flows from Financing Activities
Net decrease in cash
Cash at beginning of year
Cash at June 30, 2002
Supplemental Cash Flow Information

Cash paid for interest
Cash paid for state income tax

See accompanying notes to financial statements
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(16,826)
5,270

273
2,801
(2,383)

(1,868)

(12,733)

9,500
9,500

(3,233)

3,242

800




GORE-HORVATH, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business - Gore-Horvath, Inc. (the “Company”) is a
broker-dealer registered with the Securities and Exchange Commission (SEC) and is a
member of the national Association of Securities Dealers (NASD).

The Company was incorporated under the laws of the State of California on January 28,
1986. On March 25, 1986, the Company registered as broker or dealer pursuant to
Section 15(b) of the Securities Exchange Act of 1934. The Company holds no securities
for the account of customers. The Company’s office and operation are located in Long
Beach, California. The Long Beach office was opened during January, 1997. The
Company is engaged in a single line of business as a securities broker-dealer, which
comprises several classes of services, including agency transactions, and sales of
annuities for several insurance companies.

Statement of Cash Flows - For the purposes of the Statement of Cash Flows, the
Company has defined cash equivalents as highly liquid investments, with original
maturities of less than ninety days, that are not held for sale in the ordinary course of
business.

Accounting Methods - The Company employs the accrual method of accounting for both
financial reporting purposes and federal and state income tax reporting purposes.
Commission trails are accounted for on the cash basis of accounting.

Property, Equipment and Depreciation - Property and equipment are carried at cost.

Depreciation is calculated on the straight-line method over estimated economic lives.

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

Securities Transactions - Customers’ securities are reported on a settlement date basis
with related commission income and expenses reported on a trade date basis.




GORE-HORVATH, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2002

NOTE 2 - PROVISION FOR INCOME TAXES

At June 30, 2002 the Company has net operating losses (NOL) carry-forwards of
approximately $127,000. At June 30, 2002 the provision for income taxes consists of
$800 minimum state franchise tax.

No deferred asset will be recognized on the tax benefit resulting from the NOL until the
Company becomes profitable. At such time the tax benefit, will be reported as a direct
addition to paid in capital.

NOTE 3 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK
AND CONCENTRATIONS OF CREDIT RISK

Wedbush, Morgan Securities Clearing Agreement - The Company participates in a
clearing agreement with Wedbush, Morgan Securities (“WBS”). Under the terms of the
WBS agreement, WBS acts as sole clearing agent and carries all of the Company’s
customer accounts on a fully disclosed basis. As such, customer security positions and
money balances are reported as assets and liabilities of WBS. The Company, as
introducing broker, shares in gross commissions on a percentage basis with WBS and is
responsible for the collection of the margin required to support transactions in margin
accounts, for any losses sustained by WBS resulting from a customer’s failure to make
timely payments on securities purchased or timely and good delivery of securities sold, or
for any losses sustained by WBS from complying with written requests from the
Company not to “sell out” or “buy in” accounts that have become deficient in margin. In
accordance with the terms of the WBS agreement, the Company maintains a cash balance
with WBS. At June 30, 2002 this balance was in the amount of $10,876.

In the normal course of business, the Company’s customer activities involve the
execution of securities transactions and settlement by WBS. As the agreement between
the Company and WBS provides that the Company is obligated to assume any exposure
related to nonperformance by its customers, these activities may expose the Company to
off-balance-sheet credit risk in the event the customer is unable to fulfill its contracted
obligations. In the event the customer fails to satisfy its obligations, the Company may be
required to purchase or sell financial instruments at prevailing market prices in order to
fulfill customer’s obligations.

The company seeks to control off-balance-sheet credit risk by monitoring its customer
transactions and reviewing information from WBS on a daily basis.
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GORE-HORVATH, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2002

NOTE 4 - NET CAPITAL REQUIREMENTS

In accordance with the net capital provisions of Rule 15¢3-1 of the Securities and
Exchange Act of 1934, the Company is required to maintain a minimum net capital as
defined of $5,000. See pages 10 and 11 for the net capital computation

NOTE 5 - NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. RESTRICTIONS
(NASD)

On June 23, 1998, the Company had been granted continued membership in the NASD
with certain restrictions. The Company did not fully meet each of the standards contained
in NASD Rule 1014, As a result, the membership of Gore Horvath, Inc. was granted
subject to the following restrictions:

1. Gore Horvath, Inc. will not engage in private placements or public distributions of
any security.

2. Gore Horvath, Inc. shall limit the number of associated persons (i.e., registered and
unregistered) who interface with the public as part of its sales efforts to not more than
seven registered representatives. This number is inclusive of principals, registered
representatives, trainees, cold callers, connectors, or anyone employed in similar
capacities,

NOTE 6 - USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates




EMZABE‘E‘H CERTIFIED

TRACTENBERG  sccounrans

INDEPENDENT AUDITOR'S REPORT
ON THE SCHEDULE OF OPERATING EXPENSES

Board of Directors
Gore-Horvath, Inc.
Huntington Beach, California

My audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The attached schedule of operating expenses for the year ended June 30, 2002 is
presented for purposes of additional information and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in my opinion, is fairly stated in all material respects in
relation to the basic financial statements as a whole.

N P ,/ ;
Ol T AL
Elizabeth Tractenberg, CPA

Los Angeles, California
September 23, 2002

260, Los ANGELES, CA 20064
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GORE-HORVATH, INC.
COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT
TO RULE 15¢3-1
JUNE 30, 2002

COMPUTATION OF NET CAPITAL

Total ownership equity from statement of financial condition $ 23,731
Nonallowable assets - page 10 15,474

NET CAPITAL : $ 8,257
COMPUTATION OF NET CAPITAL REQUIREMENTS

Minimum net aggregate indebtedness -

6.67% of net aggregate indebtedness $ 117
Minimum dollar net capital required $ 5,000
Net Capital required (greater of above amounts) $ 5,000

EXCESS CAPITAL $ 3,257

Excess net capital at 1000% (net capital less 10% of
aggregate indebtedness) $ 8,082

. COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities $ 1,752
Percentage of aggregate indebtedness to net capital 21%
RECONCILIATION

The following is a reconciliation of the above net capital computation with the
Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):

NET CAPITAL PER COMPANY'S COMPUTATION $ 8,258
Audit adjustments
Rounding €))
Net capital, per audited financial statements $ 8,257

See accompanying notes to financial statements
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GORE-HORVATH, INC.
NON-ALLOWABLE ASSETS

JUNE 30, 2002
NON-ALLOWABLE ASSETS
Property and Equipment, at cost, net of accumulated $ 14,871
depreciation of $26,610
Clearing account - other receivable 603
TOTAL $ 15474

See accompanying notes to financial statements
10




GORE-HORVATH, INC.
SCHEDULE OF OPERATING EXPENSES
FOR THE YEAR ENDED JUNE 30, 2002

Auto expense $
Clearing broker fees
Commissions

Depreciation and amortization
Insurance

Miscellaneous expenses
Office expenses

Outside services

Postate and delivery
Professional fees

Rent

Taxes and licenses

Telephone

TOTAL OPERATING EXPENSES $

See accompanying notes to financial statements
11

465
4,222
2,794
5,270

460
1,727
1,096
7,853

453
6,070

442

354

794

32,000




PARTIT

GORE-HORVATH, INC.

INDEPENDENT ACCOUNTANT’S
REPORT ON INTERNAL ACCOUNTING CONTROL

JUNE 30, 2002




ELIZABETH cemeieo

PUBLIC

TRACTENBERG accountant

INDEPENDENT AUDITOR’S REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors
Gore-Horvath, Inc.
Huntington Beach, California

In planning and performing my audit of the financial statements of Gore-Horvath, Inc. (the
“Company”’) for the year ended June 30, 2002, I considered its internal control structure in order
to determine my auditing procedures for the purpose of expressing my opinion on the financial
statements, and not to provide assurance on the internal control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, I have made a
study of the practice and procedures (including tests of compliance with such practices and
procedures) followed by Gore-Horvath, Inc. that I considered relevant to the objectives stated in
Rule 17a- 5(g) in making the periodic computations of aggregate indebtedness (aggregate debits)
and net capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive
provisions of Rule 15¢3-3. Idid not review the practices and procedures followed by the
Company in making the quarterly securities examinations, counts, verifications, and
comparisons, and the recording of differences required by Rule 17a-13; or in complying with the
requirements for prompt payment for securities under section 8 of Regulation T of the Board of
Governors of the Federal Reserve System,; or in obtaining and maintaining physical possession or
control of all fully paid and excess margin securities of customers, because the Company does
not carry security accounts for customers or perform custodial functions relating to customer
securities.

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of internal control structure policies and procedures and of
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 mentioned
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 the preparation of financial statements in accordance with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practice
and procedures listed in the preceding paragraph.
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Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become inadequate
because of changes in conditions or that the degree of compliance with them may deteriorate.

My consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under the standards established by
the American Institute of Certified Public Accountants. A material weakness is a condition in
which the design or operation of the specific internal control structure elements does not reduce
to a relatively low level the risk that errors or irregularities in amounts that would be material in
relationship to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions.
However, I noted no matters involving the accounting system and control procedures that I
consider to be material weaknesses as defined above. In addition, the Company, was in
compliance with the exemptive provisions of Rule 15¢3-3 as of June 30, 2002 and no facts came
to my attention indicating that such conditions had not been complied with during the year then
ended.

I understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its purposes
in accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on my study, I believe
that the Company’s practices and procedures were adequate at June 30, 2002 to meet the
Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the National Association of Securities Dealers, Inc., and other regulatory agencies
which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934, and should not be used
for any other purpose.

Ol i 7o Aty

Elizabeth Tractenberg, CPA
Los Angeles, California
September 23, 2002
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