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OATH OR AFFIRMATION

_.1,THOMAS R. NOONAN , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and suppomng schedules pertaining to the firm of

UNION FINANCIAL CORP, as of

_DECEMBER 31, 2004 ., 19

, are true and correct. 1 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:

'ﬁ/o‘f/os %\-w!'c. oF FLOXIDR

,?315@:\0-[\3 Know n
o me.

NQO EXCEPTTQNS

Signatute

Covnty oF rowar PRESIDENT

Title

DEBRA L BLOCK
D, =z MY COMMISSION # DD 252606

‘«f  EXPIRES: November 21, 2007
7R3 Bonded Thru Notary Public Underwriters

i,
SOR Fpdes,

Notary Public

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

O0K O 0O0OC%K:kKK e B3

(a) Facing page.

(b) Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

(h) Computation 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 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 with respect to methods of con-
solidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing 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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Independent Auditor's Report

Board of Directors

Union Financial Corporation

We have audited the accompanying statement of financial condition
of Union Financial Corporation as of December 31, 2004, and the
related statements of income, changes in stockholder's equity,
changes in liabilities subordinated to claims of general

creditors, 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.

We conducted our audit in accordance with generally accepted
auditing standards. 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 Union
Financial Corporation as of December 31, 2004, and the results of
their operations and their cash flows for the year then ended in
conformity with generally accepted accounting principles.



Our audit was conducted for the purpose of forming an opinion on
the basic financial statements taken as a whole. The information
contained in Schedules I, 1II, III, and IV 1is presented for
purposes of additional analysis and is not a required part of the
basic financial statements, but is supplementary information
required by rule 17a-5 of the Securities Exchange Commission.
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 a whole.

Also, We have examined the supplementary schedules on pages 12 and
13 and, in our opinion, they present fairly the information
included therein in conformity with the rules of the Securities

and Exchange Commission.
Kelly & Kelly, C.P.A.g, Péi?zzgiiizj
Ft. Lauderdale, Florida

January 28, 2005



UNION FINANCIAL CORP
STATEMENT OF FINANCIAL CONDITION
For the Period Ended December 31, 2004

ASSETS
CURRENT ASSETS
Bank of America Checking S 816
Bank of America Money Market 33,944
Deposit at Clearing Firm 25,004
Accrued Commissions 7,848
Prepaid Expenses 200
TOTAL CURRENT ASSETS $67,812
FIXED ASSETS
Furniture & Equipment 1,748
Accumulated Depreciation ( _233)
TOTAL FIXED ASSETS 1,515
OTHER ASSETS
Deposits 2,635
TOTAL OTHER ASSETS 2,635
TOTAL ASSETS $71,962

See Accompanying Notes to Financial Statements
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UNION FINANCIAL CORP

STATEMENT OF FINANCIAL CONDITION
For the Period Ended December 31,

LIABILITIES AND EQUITY

CURRENT LIABILITIES

Accounts Payable
Accrued Expenses

TOTAL CURRENT LIABILITIES

LONG TERM LIABILITIES
EQUITY

Common Stock

Additional Paid in Capital
Retained Earnings

Current Income (Loss)

TOTAL EQUITY

S 940

4,998

58,114
24,500
(19,494)

2,904

TOTAL LIABILITIES & EQUITY

2004

$ 5,938

66,024

$ 71,962

See accompanying Notes to Financial Statements
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UNION FINANCIAL CORP
STATEMENT OF INCOME (LOSS)
For the Period Ended December 31, 2004

12 Months Ended
Dec. 31, 2004

REVENUES
Commissions S 93,346
Interest and Dividends 930
TOTAL REVENUES S 94,276
EXPENSES
Clearing Fees 22,169
Office 1664
Depreciation 583
Dues & Subscriptions 2,531
Meals & Entertainment 5,118
S.P.I1.C. Expense 150
Insurance 16,249
Compensation 9,542
Professional Expense 7,200
Registrations & Assessments 3,501
Rent 8,646
Telephone 8,533
Taxes & Licenses 293
Travel 5,193
TOTAL EXPENSES $91,372
INCOME (LOSS) BEFORE INCOME TAX 2,904
Provision for Income Tax -0-
NET INCOME (LOSS) S 2,904

EARNINGS (1.OSS) PER SHARE $5.81

See Accompanying Notes To Financial Statement
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UNION FINANCIAL CORPORATION
STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY
FOR THE YEAR ENDED 12/31/04

Capital Stock Additional Paid Retained

Common in Capital Earnings
Balance at January 1 $58,114 $24,500 $(19,494)
Net Income (loss) 2,904
Rounding 1
Balance at December 31 $58,114 $24,500 $(16,589)

See Accompanying Notes To Financial Statements
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UNION FINANCIAL CORPORATION
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO CLAIMS AND
GENERAL CREDITORS FOR THE YEAR ENDED 12/31/04

Subordinated Liabilities at January 1, $ None

Subordinated Liabilities at December 31, $ None

See Accompanying Notes To Financial Statements
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UNION FINANCIAL CORPORATION
STATEMENT OF CASH FLOWS
FOR YEAR ENDED 12/31/04

Cash Flows from Operating Activity
Net Income (loss)

Adjustments to Reconcile Net Income
to Cash Provided by Operating

Activities:

Depreciation S 583
Accrued Commissions 4,792
Prepaid Expenses 2,081
Accrued Expenses 1,054

Net Cash From Operating Activity
Cash Flows from Funding Activity

Fixed Assets 1,748

Net Cash From Funding Activity
Beginning Cash

Ending Cash

See Accompanying Notes To Financial Statements
S

$2,904

1,830

(1,748)
59,682

$ 59,764




UNION FINANCIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2004

1. Significant Accounting Policies

The companies accounts are maintained and the financial
statements are prepared on the accrual basis of

accounting. All transactions are executed by and
cleared through Wedbush Morgan Securities on a fully
disclosed basis. Union Financial Corporation does not

hold funds or securities for customers.

Customers' securities and commodities transactions

are recorded on a settlement date basis with related
commission income and expenses recorded on a trade date
basis. Securities and commodities transactions of the
Company are recorded on a trade date basis.

There are no repurchase and resale agreements.

Deferred income taxes are provided when income and
expenses, principally relating to the wvaluation of
trading and investment securities, are recognized in
different vyears for financial and tax reporting
purposes.

Depreciation is provided on a straight-line basis using
estimated useful lives of five years. Leasehold
improvements are amortized over the lesser of the
economic useful life of the improvement or the term of
the lease.

Statement of Financial Accounting Standards No. 107
"Disclosures About Fair Value of Financial Instruments"
requires disclosure of estimated fair values to be
disclosed whether or not they are recognized in the
financial statements, provided it is practical to
estimate such values. The company estimates that the
fair value of it's financial instruments approximates
their carrying value.

2. Cash and Securities Segregated Under Federal and Other
Regulations

No cash on securities are required to be segregated
under Rule 15c¢3-3 of the Securities Exchange Commission.
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3. Accrued Commissions

Accrued commissions are due to Union Financial
Corporation from Wedbush Securities for completed
trades and are paid monthly.

4. Capital Stock

The authorized, issued, and outstanding shares of
capital stock at December 31, 2004 were as follows:

Common stock, one cent par value; authorized 10,000
shares; issued 500 shares.

5. Pension Plans

The Company established a defined contribution profit
sharing plan in 1995. The plan does not contain a
pension benefit formula, but instead provides for
discretionary <contributions based on participant's
compensation. Each periodic employer contribution is
allocated to the eligible employees who perform
services during that same period. Each period 1is
employer contribution i1s allocated among separate
accounts maintained for each employee and pension
benefits are based solely on the amount available in
each employee's account at the time of retirement.

6. Commitments and Contingent Liabilities

The lease on the business premises has a non-cancelable
term through August 31, 2005, with an aggregate
remaining obligation of $4,227.

7. Net Capital Requirements

The Company is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (rule 15c3-1),
which requires the maintenance of minimum net capital.
At December 31, 2004, the Company had net capital of
$60,996 which was in excess of its required net capital
of $5,000.

11



8.

10.

Income Taxes

The Income Tax provision consists of the following:

Federal $ 0
State and Local 0
$ 0

Deferred Income Taxes are not applicable.

The Federal Income Tax ordinary rate is fifteen percent
and the actual effective rate 1is =zero due to Net
Loss Carryforwards.

Earnings Per Share
Earnings (loss) per share of common stock was computed

by dividing net income, by the weighted average age
number of common shares outstanding for the year (500

shares) .
There are no outstanding stock options.

SIPC Assessment

SIPC registration and the assessment for the year has
been paid at the minimum rate.

12




STATEMENT OF NET CAPITAL
UNDER RULE 15C3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

UNION FINANCIAL CORPORATION
DECEMBER 31, 2004

Total Assets S 71,962
Less Total Liabilities 5,937
Net Worth : ‘ _66,025
Sﬁbordinated Loans | . 0
Adjusted Net Worth | 66,025
Non-Allowable Assets -~ 4,350
Curreﬁt Capital 61,675
Haircuts on Capital 679
Net Capital ~ ' 60,996
Net Capital Requirement 5,000
Excess Net Capital 8 55,996

Aggregate Indebtedness $ 5,937

Aggregate Indebtedness to Net Capital 9.73%

See Accompanying Notes to Financial Statement
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UNION FINANCIAL CORPORATION
SUPPLEMENTARY INFORMATION
DECEMBER 31, 2004

The following supplementary information is submitted:

A. Union Financial Corporation is exempt from the
Possession and Control Requirements under Rule 15C3-3
as all transactions and Securities are through a
Clearing Firm on Fully Disclosed Basis(Section K2ii).

B. The Audited Financial Statements are substantially
in Agreement with the Focus Report.
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REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17A-5

Board of Directors

Union Financial Corporation

In planning and performing our audit of the financial statements
of Union Financial Corporation for the year ended December 31,
2004, we considered its internal control structure, including
procedures for safeguarding securities, 1in order to determine our
auditing procedures for the purpose of expressing our opinion on
the consolidated financial statements and not to provide assurance
on the internal control structure.

Also, as required by rule 17a-5(g) (1) of the Securities Exchange
Commission, we have made a study of the practices and procedures
(including test of compliance with such practices and procedures)
followed by Union Financial Corporation that were considered
relevant to the 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 15c3-3(e); (2) in making the quarterly securities
examinations, c¢ounts, verifications, and comparisons, and the
recordation of differences required by 17a-13; (3) 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; and (4) in obtaining and maintaining physical
possession or control of a fully paid and excess margin securities
of customers as required by Rule 15¢c3-3.

The management of the Company is responsible for establishing and
maintaining and 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 policiesgs 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
agsets 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 17a-5(g) 1lists additional objectives of the practices 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 effectiveness of their design and operation may
deteriorate.

Our consideration of the internal control structure would not
necessarily disclose all matters in the internal control structure
that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A
material weakness 1s a condition in which the design or operation
of the specific internal control structure elements does not
reduce to a relatively low level 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, we noted no
matters involving the internal control structure, including
procedures for safeguarding securities, that we consider to be
material weaknesses as defined above.

We 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 our study, we Dbelieve that the Company's
practices and procedures were adequate at December 31, 2004, to
meet the Commission's objectives.

This report is intended solely for the use of management, the
Securities Exchange Commission, The New York Stock Exchange and

other regulatory agencies which rely on rule 17a5-(g) under the
Securities Exchange Act of 1934 _ and should not be used for any

Othii/fi?%z%iz//z
P.A. %

Kelly & Kelly, C.P.A.s,
Ft. Lauderdale, Florida

January 28, 2005

16



