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OATH OR AFFIRMATION

I,___THOMAS RB. NELSON , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
STONEHAVEN, LLC , as

of DECEMBER 31 ,20 03, are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

SHERRY A LEE

TILFe

B) COMM # 1419081 Z Sanatare
NOTARY PUBLIC-CALIFORNIA s
SAN DIEGO COUNTY -~
MY COMMISSION EXPIRES MAY 20, 2007 CEO
Title

shhorowy (. oo

P@Tary Public

This report ** contains (check all applicable boxes):
(a) Facing Page.
(b) Statement of Financial Condition. (Balance Sheet)
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition. (Statement of Cash Flows)
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

=
=
B
=
=3
O
57} (g) Computation of Net Capital.
O
O
O
O
R
O

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

(j) A Reconciliation, including appropriate explanation of the Computation 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Steven Martinez, CPA
¢ Suite 310 ® Phone:  (858) 535-9935

An Accountancy Corporation 5755 Oberlin Drive Fax: (858) 535-9194
San Diego, Calitornia 92121-4717

Report of Independent Auditor

Board of Directors
Stonehaven, LLC:

I have audited the accompanying balance sheet of Stonehaven, LLC, as of December 31,
2003 and 2002, and the related statements of income, cash flows, and changes in members’
capital for the years 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 audits.

I conducted my audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that I 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 financial statement presentation. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion the financial statements referred to above present fairly, in all material
respects, the financial position of the Stonehaven, LLC, at December 31, 2003 and 2002
and the results of its operations and cash flows for the years then ended in conformity with
generally accepted accounting principles.

My examination was made for the purpose of forming an opinion of the basic financial
statements taken as a whole. The information contained on Schedules I, II, and III are
presented for purposes of additional analysis and is not required as part of the basic
financial statements, but as supplementary information required by Rule 17a-5 of the
Securities and Exchange Act of 1934. Such information has been subject to the auditing
procedures applied in the examination of the basic financial statements and, in my opinion,
is fairly stated in all material respects in relating to the basic financial statements taken as a
whole and in conformity with the rules of the Securities and Exchange Commission.

C?%’@~ Y7 Crid
teven Martinez

Certified Public Accountant

San Diego, California
February 20, 2004



Assets

Current assets:
Cash and cash equivalents
Commissions receivable
Other current assets
Total assets

Liabilities and Members Equity

Current liabilities:
Accounts and Commissions payable
Income taxes and LLC fees payable
Other current liabilities
Total liabilities

Members' equity
Total Liabilities and Members Equity

See accompanying notes.

Stonehaven, LLC
Balance Sheet
December 31,

2003 2002
$ 27,652  $ 11,848
679,426 68,596
25,800 -
732,878 80,444
635,395 36,897
900 3,500
7,872 -
644,167 40,397
88,711 40,047
$ 732,878 S 80,444




Stonehaven, LLC
Statements of Income
For the years ended December 31,

2003 2002
Income
Commissions $ 1,993,770 $ 91,009
Other income 2,547 38,253
Total income 1,996,317 129,262
Expenses
Commissions 1,205,187 48,805
Legal and professional 80,198 26,090
Salaries and wages 157,018 76,676
Travel and entertainment 111,594 8,670
General and administrative 479,235 118,474
Depreciation 23,502 -
Total expenses 2,056,734 278,715
Net income before annual
state LLC fees (60,417) (149,453)
Annual State LLC Fees 900 3,500
Net income S (61,317) $ (152,953)

See accompanying notes.



Stonehaven, LLC
Statements of Cash Flows
for the Years ended December 31,

2003 2002
Operating Activities:
Net income $ (61,317) $ (152,953)
Adjustments to reconcile net income to net
cash provided by operating activities:

Depreciation 23,502 -

Decrease in commissions receivable (610,830) (68,596)

Increase in other current assets (25,800) -

Decrease in accounts and commissions payable 598,498 36,897

Decrease in income tax and LLC fees payable (2,600) 3,500

Increase in other current liabilities 7,872 -

Total Adjustments (9,358) (28,199)
Net cash used by operating activities (70,675) (181,152)
Investing Activities:

Furniture, fixtures and equipment (23,502) -
Net cash used by investing activities (23,502) -
Financing Activities:

Members capital contribution 120,000 150,000

Members' distributions (10,019) (53,000)
Net cash provided by financing activities 109,981 97,000
Net increase in cash 15,804 (84,152)
Cash and cash equivalents at beginning of year 11,848 96,000
Cash and cash equivalents at end of year $ 27,652 $ 11,848

See accompanying notes.



Stonehaven, LLC
Statements of Changes in Members' Capital
For the years ended December 31, 2003 and 2002

Balance at December 31, 2001 § (4,000)
Members 2002 capital contributions 250,000

Net income (loss) (152,953)
Subtotal -w
Members 2002 distributions (53,000)
Balance at December 31, 2002 TW
Members 2003 capital contributions 120,000

Net income (loss) (61,317)
Subtotal W
Members 2003 distributions (10,019)
Balance at December 31, 2003 m

See accompanying notes.



Stonehaven, LLC
Notes to Financial Statement
December 31, 2003 and 2002

1. Organization and Summary of Significant Accounting Policies
Organization

Stonehaven, LLC (the “Company”) was formed in California on October 12, 2001 and
commenced operations in May 2002. The Company’s operations are conducted from its
headquarters in San Diego, California and branch office in New York City.

The Company conducts businesses as an introducing broker/dealer and provides corporate
finance services to retail and institutional clients. The Company is approved as a securities
broker dealer by the Securities and Exchange Commission, National Association of Securities
Dealers, the State of California and the State of New York. Accordingly, the Company operates
under the exemptive provisions of Securities and Exchange Commission (“SEC”) Rule 15¢3-

3(k)(2)(1).
Basis of Accounting

The accompanying financial statements are prepared on the accrual method of accounting, in
accordance with generally accepted accounting principles, whereby revenues are recognized
when eamed and expenses are recognized when incurred.

Comprehensive income:

The Company adopted SFAS 130, “Reporting Comprehensive Income”, which requires that an
enterprise report, by major components and as a single total, the changes in equity. There were
no other comprehensive income items for the years ended December 31, 2003 or 2002.

Revenue recognition:
The Company’s revenue is commission based. Commission income is recorded when earned and
commission expenses recorded when incurred.

Property, computers, equipment and premises:

Fixed assets costing more than $1,000 are evaluated to determine an estimate useful life. If the
asset’s estimated useful life is greater than twelve months it’s capitalized and depreciated over
the estimated useful life so determined, generally three to seven years.

During the year ended December 31, 2003, the Company acquired $23,502 of fixed assets
consisting of furniture and computers. Management has determined the nature of these assets
warrant an estimated useful life of less than twelve months. Accordingly, these assets are
recorded as fully depreciated at December 31, 2003.

Reclassification
Certain amounts in the Company’s financial statements for the year ended December 31, 2002

have been reclassified in order to conform to current year comparative presentation.
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Stonehaven, LLC
Notes to Financial Statement (Continued)
December 31, 2003 and 2002

1. Organization and Summary of Significant Accounting Policies (Continued)

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that effect certain reported
amounts of assets, liabilities, revenues, expenses, and disclosures at the date of the financial
statements. Actual results could differ from those estimates. Any adjustments applied to
estimated amounts are recognized in the year in which the adjustments are determined.

Cash and Cash Equivalents

Pursuant to FASB Statement of Accounting Standards No. 95, regarding the Statement of Cash
Flows, certificates of deposits and securities with original maturities of three months or less are
classified as cash equivalents. Certificates of deposit and securities with original maturities
greater than three months are considered short-term investments. The Company does not hold
any securities or certificate of deposits.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentration of credit risk consist
of temporary cash investments. The Company places its temporary cash with financial
institutions that are insured by the FDIC or SPIC.

Income Taxes

As stated above, the Company is organized as a limited liability company. The Company is not
subject to Federal income tax, rather, its profits are reported by its members Therefore, no
provision for Federal income taxes is included in these financial statements.

2. Leases

As stated above, The Company’s operations are conducted from its headquarters in San Diego,
California and New York City. The office in San Diego is rented on a month to month basis.
The office in New York City is leased and the lease terminates on May 6, 2004. The minimum
payments on the lease from January 1, 2004 through May 6, 2004 is $33,250.

3. Net Capital Requirements
The Company is subject to the uniform net capital rule (Rule 15¢3-1) of the Securities and
Exchange Commission, which requires both the maintenance of minimum net capital and the

maintenance of a maximum ratio to aggregate indebtedness to net capital.

9



Stonehaven, LLC
Notes to Financial Statement (Continued)
December 31, 2003 and 2002

3. Net Capital Requirements (Continued):

Net capital and aggregate indebtedness change day by day, but at December 31, 2003, the
Company’s net capital of $62,911 exceeded the minimum net capital requirement by $19,967.
The Company’s ratio of aggregate indebtedness to net capital was 10.24 to 1. This ratio is less
than the 15 to 1 ratio requirement for a broker dealer in business for more than one year.
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Stonehaven, LLC
Schedule I - Computation of Net Capital Requirements Pursuant to Rule 15¢3-1
December 31, 2003

Audited
Focus Report Financial Statements
Computation of Net Capital December 31, 2003 December 31, 2003 Change
Total assets $ 688,064 $ 732,878 $ 44814
Less: Liabilities 449,309 644,167 194,858
Net worth 238,755 88,711 (150,044)
Less: Non-Allowable Assets
Fixed assets 20,666 - (20,666)
Prepaid expenses - - -
Other assets 25,800 25,800 -
Total Non-Allowable Assets 46,466 25,800 (20,666)
Tentative Net Capital 192,289 62,911 (129,378)
Less:
Haircuts - - -
Net Capital 192,289 62,911 $ (129,378)
Minimum Net Capital Required 29,953 42,944
Excess Net Capital $ 162336  § 19,967
Ratio of aggregate indebtedness
to net capital 234% 1024%

The changes between the Company's Focus Report and the Audited Financial Statements are attributed to
year end accruals for certain payables, and management's adjustment for estimates.

See accompanying notes.
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Stonehaven, LLC

Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
December 31, 2003

Stonehaven, LLC is exempt from the Reserve Requirement of Rule 15¢3-3.
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Stonehaven, LLC

Information Relating to Possession of Control Requirements Under Rule 15¢3-3
December 31, 2003

Stonehaven, LLC is exempt from the Possession and Control Requirements of Rule 15¢3-3.
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Steven Martinez, CPA
® Suite 310 ® Phone:  (858) 5359935

An Accountancy Corporation 5755 Oberlin Drive Fax: (858) 5359194
San Diego. Cdlifornia 92121-4717

SUPPLEMENTAL ACCOUNTANT’S REPORT
INTERNAL CONTROLS

Board of Directors
Stonehaven, LLC:

In planning and performing my audit of the financial statements of Stonehaven, LLC for the
year ended December 31, 2003 and 2002, I considered its internal control structure, for the
purpose for safeguarding securities, in order to determine our 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 practices and procedures (including tests of compliance with such practices and
procedures) followed by Stonehaven, LLC that I considered relevant to objectives stated in rule
17a-5(g), (1) in making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e). I did
not review the practices and procedures followed by the Company (1) in making the quarterly
securities examinations, counts, verifications and comparisons, and the recordation of differences
required by Rule 17a-13, or (ii) in complying with the requirements for prompt payment for
securities of Section 8 of Regulation T of the Board of Governors of the Federal Reverse System,
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 internal control
structure and the practice 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 the practices
and procedures referred to in the proceeding 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 preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

Because of the 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 in subject to the risk they may become
inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate.

14



Stonehaven, LLC February 20, 2004
Internal Control Report

My consideration of the internal control structure would not necessarily disclose all matters in
the internal control that might be material weakness under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which 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 relation 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 internal control structure, including procedures for safeguarding securities,
that I considered to be material weakness as defined above.

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 purpose
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
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 December 31, 2003 and 2002 to
meet the Commission’s objectives.

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

Certified Public Accountant

San Diego, California
February 20, 2004
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