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OATH OR AFFIRMATION

1, Paul A. Castagna , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Golden Gate Financial Group, LLC
of Decemher 31 ,20_04 , aretrue 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:

, as
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Notary Public

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

B4 (a) Facing Page.

@ (b) Statement of Financial Condition.

[ (c) Statement of Income (Loss).

Cd (d) Bresermmnt niQimnzexin Lipmeiek QumiliakX Statement of Cash Flows

d (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f Statement of Changes in Liabilities Subordinated to Claims of Creditors.

@ (g) Computation of Net Capital.

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

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

O () 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,

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

* consolidation,

& () An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

X @ &xwxxm«mmmmxm&mxdt;mmm{mmmxmzfmﬁmkmma%mm%ﬂmmxxmmmdxx
Independent Auditors' Report on Internal Controls Re ulred Under Rule ~

**For conditions of confidential treatment of certain portions of this f ling, see section 240.17a-5(e)(3) 17a-5
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ARMSTRONG, BONN & FEENEY, LLP

Independent Auditors’ Report

To the Board of Managers
Golden Gate Financial Group, LLC:

We have audited the accompanying statements of financial condition of Golden Gate
Financial Group, LLC (a Delaware limited liability company) as of December 31, 2004 and
2003, and the related statements of income, changes in members' equity, and cash flows for
the for the years then ended that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. 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 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 Golden Gate Financial Group, LLC as of December 31,
2004 and 2003, and the results of their operations and their 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 Schedules I, II, and III 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 under 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 a whole.

Walnut Creek, C:lza
February 11, 2005
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GOLDEN GATE FINANCIAL GROUP, LLC

Statements of Financial Condition
December 31, 2004 and 2003

Assets
2004
Cash $ 191,111
Commissions receivable ' 104,663
Accounts receivable 218,422
Investment in mutual funds, at market value 498,900
Prepaid expenses 71,336
Investment in affiliate 3,500
Property and equipment, at cost, net of accumulated 31,054
depreciation of $97,293 in 2004 and $68,488 in 2003

Other Assets 180,523

Total assets $ 1,299,509

Liabilities and Members' Equity

2004
Liabilities
State income taxes payable $ 6,000
Accounts payable and accrued expenses 40,194
Total liabilities 46,194
Members' Equity 1,253,315
Total liabilities and members' equity $ 1,299,509

See accompanying notes to financial statements.
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2003

23,497

111,083
174,135
388,272
36,675
2,500
49,577

150,978

936,717

2003

6,000

108,566

114,566

822,151

936,717



GOLDEN GATE FINANCIAL GROUP, LLC

Statements of Income

For the Years Ended December 31, 2004 and 2003

Revenues
Investment advisory fees

Commissions
Dividends
Loss on sales of mutual funds

Total revenues

Expenses
Employee compensation and benefits
Professional fees
Licenses and fees
Office expense
Communications and data processing
Insurance
Rent expense
Depreciation and amortization
Solicitation and other fees
Meals and travel

Total expenses before reimbursement
of shared resources

Reimbursement of shared resources

Total Expenses

Net income (loss) before state income taxes
Provision for state income taxes

Net income (loss)

2004

2003

$

1,106,448

500,339

2,216
(11,018)

$ 1,203,105

347,207
2,419
(118,213)

1,597,985

1,105,291
139,440
57,028
42,368
35,433
78,034
54,736
44,782
1,423
17,011

1,434,518

1,333,056
282,356
94,655
76,747
65,674
57,552
50,752
46,873
32,464
30,162

1,575,546

(415,525)

2,070,291

1,160,021

2,070,291

437,964

6,300

(635,773)

$

431,164

4,100

See accompanying notes to financial statements.
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$

(639,873)




Balances at
December 31, 2002

Capital contributed
Capital distributed
Net income

Balances at

December 31, 2003

Net income

Balances at
December 31, 2004

GOLDEN GATE FINANCIAL GROUP, LLC

Statements of Changes in Members' Equity

For the Years Ended December 31, 2004 and 2003

Unrealized Total
Capital Capital Gains on Accumulated Members'
Contributed Distributed Securities Deficit Equity
$ 1,885,000 $ - $ - § (572,976) § 1,312,024
250,000 - - - 250,000
- (100,000) - - (100,000)
- - - (639,873) (639,873)
2,135,000 (100,000) - (1,212,849) 822,151
- - - 431,348 431,348
$ 2,135,000 ~ § (100,000) $ - § (781,501) § 1,253,499

See accompanying notes to financial statements.
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GOLDEN GATE FINANCIAL GROUP, LLC

Statements of Cash Flows
For the Years Ended December 31, 2004 and 2003

2004
Cash flows from operating activities
Net income (loss) § 431,164
Adjustments to reconcile net income to net
Cash provided (used) by operating activities:
Depreciation and amortization 44,782
(Increase) Decrease in operating assets:
Commissions receivable 6,420
Accounts receivable (44,287)
Prepaid expenses (34,661)
Other assets (45,522)
(Increase) Decrease in operating liabilities:
State income taxes payable -
Accounts payable and accrued expenses (68,372)
Net cash provided (used) by operating activities 289,524
Cash flows from investing activities:
Purchase of property and equipment (10,282)
Loss from investment in affiliates -
Additional investment in affiliate (1,000)
Net (purchases) sales of mutual funds (110,628)
Purchase of long-term investments -
Net cash provided (used) by investing activities (121,910)
Cash flows from financing activities:
Capital contributed by members -
Capital distributed by members -
Net cash provided (used) by financing activities -
Net increase (decrease) in cash 167,614
Cash and cash equivalents at beginning of year 23,497
Cash and cash equivalents at end of year $ 191,111
Supplemental cash flows disclosures:
Income tax payments $ 6,800
Interest payments 5 -

See accompanying notes to financial statements.

()

2003

$

(639,873)

46,873

(49,165)
(125,961)
(23,580)
(3,790)

(800)
(9,913)

(806,209)

(27,991)
78,817

634,378

(93,930)

591,274

250,000
(100,000)

150,000

(64,935)

88,432

23,497

o

4,100
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GOLDEN GATE FINANCIAL GROUP, LLC

Notes to Financial Statements
December 31, 2004 and 2003

Note 1 - Description of the Company:

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).
Application for broker-dealer status was granted by the SEC on September 5, 2002, and by
the NASD on February 11, 2003. Services provided by the Company include investment
advisory. The Company is a Delaware Limited Liability Company, formed on April 24,
2002.

Note 2 - Summary of Significant Accounting Policies:

Receivables: Receivables represent amounts due for income earned from trading activity,
investment advisory fees, and commissions. Receivables are valued at the amount the
Company expects to collect less an amount that is estimated to be uncollectible.
Receivables are determined uncollectible and written off after all collection efforts have
been made. No allowance for doubtful accounts is considered necessary. Receivable past
due 90 days and still accruing were $ 22,471 and $34,810 at December 31, 2004 and 2003,
respectively.

Amortization: Organization costs are amortized on a straight-line basis over a period of
60 months.

Depreciation: Depreciation is provided on an accelerated basis using estimated useful
lives of three to seven years.

Securities Transactions: Customer securities transactions with related income and
expenses are reported on a trade-date basis. Marketable mutual funds are valued at market
value.

Investment Advisory Income: Investment advisory fees are recognized in the fiscal
period that they are earned.

Statement of Cash Flows: The Company presents its statement of cash flows using the
indirect method. The Company has defined highly liquid investments with original
maturities of less than ninety days that are not held for sale in the ordinary course of
business as cash equivalents.

Estimates: The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordmgly, actual results could differ from
these estimates.

‘See accountants’ report.
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GOLDEN GATE FINANCIAL GROUP, LLC

Notes to Financial Statements
December 31, 2004 and 2003

Note 2 - Summary of Significant Accounting Policies (continued):

Income Taxes: The Company is a limited liability company that is treated for income
taxes purposes as a partnership. As such, the Company does not pay federal corporate
income taxes but is subject to a state limited liability company fee and annual tax. The
Company’s income or loss is taxed to the members in their respective returns.

Note 3 - Pension Plan-Defined Contribution (Profit-sharing Plan):

The Company has a defined contribution-profit sharing 401(k) plan effective June 21,
2002. This plan is available to all eligible employees after they have completed one-half
(1/2) years of service. The employer may make discretionary contributions to the plan
from time to time. The Company made no contributions to the plan for the years ended
December 31, 2004 and 2003.

Note 4 - Investment in Affiliate:

Investment in affiliate consists of an initial private placement offering that is managed by
the Company. As of December 31, 2004, the investment consists solely of capitalized
costs incurred to set up and register the offering with no initial investors or commencement
of trading activity.

Note 5 - Commitments and Contingent Liabilities:
The Company has obligations under operating leases with initial non-cancelable terms in

excess of one year. Aggregate annual rentals for office space and equipment at December
31, 2004, are approximately as listed below:

2005 $ 50,153
2006 52,225
2007 54,297
2008 50,979
2009 47,483

$255.137

Note 6 — State Income Taxes:

The current provision for state income taxes is based on gross receipts and earnings
reported for income tax purposes for the years ended December 31, 2004 and 2003. A
deferred income tax asset or liability is determined by applying currently enacted tax laws
and rates to the expected reversal of the cumulative temporary differences between the
carrying value of assets and liabilities for financial statement and income tax purposes.

See accountants’ report.
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GOLDEN GATE FINANCIAL GROUP, LLC

Notes to Financial Statements
December 31, 2004 and 2003

Note 6 — State Income Taxes (Continued):

Deferred income tax expense or benefit is measured by the change in the deferred income
tax asset or liability during the year. As of December 31, 2004 and 2003, there were no
deferred tax assets or liabilities.

Provision for income tax for the years ended December 31, 2004 and 2003 consists of the
following:

2004 2003
State income tax and LLC fee $6,800 $ 4,100

Note 7 — Net Capital Requirements:

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC 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 8 to 1 for the first twelve months (or March 2004) and 15 to 1 thereafier. At
December 31, 2004 and 2003, the Company had net capital of $780,249 and $293,713,
respectively, which was $680,249 and $193,713, respectively, in excess of its required
minimum net capital of $100,000. The aggregate indebtedness to net capital ratio at
December 31, 2004 and 2003 was .059 to 1 and 0.39 to 1, respectively.

Note 8 - Property and Equipment:

Property and equipment, at cost, consists of the following:

2004 2003
Fumiture & fixtures $ 31,763 § 21,481
Computer equipment 22,436 22,436
Computer software 48,663 48,663
Website 25,485 25,485
128,347 118,065

Less accumulated depreciation (97,293) (68,488)

$ 31,054 § 49,577

See accountants’ report.
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GOLDEN GATE FINANCIAL GROUP, LLC

Notes to Financial Statements
December 31, 2004 and 2003

Note 9 — Reimbursement of Shared Resources:

During 2004 the Company entered into shared resource agreements with certain investment
companies affiliated with members and officers of the Company. Under the terms of these
agreements, the Company received reimbursements for labor, rent and other office related
expenses. For the year ended December 31, 2004, the Company received the following
amounts under shared resource agreements:

Office
Labor Rent Expenses Total
Florentine Partners, LLC $ 212,192 $ 11,100 § 375§ 223,667
Orion Partners, LLC 69,400 11,100 8,294 88,794
Verona Partners, LLC 103,064 - - 103,064
$ 384,656 $ 22,200 $ 8,669 $§ 451,525

See accountants’ report.
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GOLDEN GATE FINANCIAL GROUP, LLC

Schedule I — Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission
As of December 31, 2004

Net Capital:

Total members’ equity $ 1,299,693

Deduct members’ equity not allowable for net capital -
Total members’ equity qualified for net capital 1,299,693

Add allowable subordinated liabilities -
Total capital and allowable subordinated liabilities 1,299,693

Deduct non-allowable assets (509,394)
Net capital before haircuts on securities positions 790,299

Haircuts on securities (computed, where applicable, pursuant
to Rule 15¢3-1(f))

Market funds of $498,350 x 2% 9,967
Stock funds of $550 x 15% 83
Net haircuts 10,050
Net capital » $ 780,249
Aggregate Indebtedness:
Items included in statement of financial condition $ 46,194

Add items not included in statement of financial condition -

Total aggregate indebtedness $ 46,194
Computation of basic net capital requirement:
Minimum net capital required of reporting broker-dealer $ 100,000
Excess net capital requirement $ 680,249
Excess net capital at 1,500 percent $ 740,984
Ratio: Aggregate indebtedness to net capital 0.059t0 1

Reconciliation with Company’s computation:
Net capital, as reported in Company’s Part ITA (unaudited)

Focus Report § 780,249
Net audit adjustments -
Net capital per above $ 780,249

See accountants’ report and accompanying notes.
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GOLDEN GATE FINANCIAL GROUP, LLC

Schedule I — Computation for Determination of Reserve Requireménts
Under Rule 15¢3-3 of the Securities and Exchange Commission
As of December 31, 2004

The Company claims an exemption under Rule 15¢3-3(k)(2)(ii) and therefore is not
subject to the reserve requirements of Rule 15¢3-3.

See accountants’ report and accompanying notes.
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GOLDEN GATE FINANCIAL GROUP, LLC

Schedule III — Information Relating to Possession or Control Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
As of December 31, 2004

The Company claims an exemption under Rule 15¢3-3(k)(2)(i1) and therefore is not
subject to the possession and control provisions of Rule 15¢3-3.

See accountants’ report and accompanying notes.
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ARMSTRONG, BONN & FEENEY, LLP

Independent Auditors’ Report on Internal Control
Required by SEC Rule 17a-5 for a Broker-Dealer
Claiming an Exemption From SEC Rule 15¢3-3

To the Board of Managers
Golden Gate Financial Group, LLC:

In planning and performing our audit of the financial statements and supplemental
schedules of Golden Gate Financial Group, LLC for the year ended December 31, 2004,
we considered its internal control, including control activities for safeguarding securities,
in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide assurance on internal control.

As required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including
tests of such practices and procedures that we considered relevant to the objectives stated
in rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capital under Rule 17a-3(a)(11) and for determining compliance
with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in
any of the following:

1. Making quarterly securities examinations, counts, verifications, and
comparisons;

2. Recordation of differences required by rule 17a-13;

3. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve 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 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 controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC’s above-mentioned.objectives. Two
of the objectives of internal control 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

426 North Wiger Lane, Suite A ® Walnut Creek, CA P4598-2408 * tel 925.279.0785 * fax 925.279.0797
Lake Merritr Plaza 1999 Harrison Street, Suite 2010 * Oakland, CA 94612 » tel 510.273.8733
www.abf-cpa.com



disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles.. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and
procedures referred to above, errors 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 operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under 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 components does not reduce to a
relatively low level the risk that error or fraud 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 internal control, including control activities 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 SEC 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 believe that the Company’s practices and procedures were adequate
at December 31, 2004, to meet the SEC’s objectives.

This report is intended solely for the use of the Board of Managers, management, the
SEC, the NASD, and other regulatory agencies that rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and
is not intended to be and should not be used by anyone other than these specified parties.

" i
%MM/ZZ , @M /5" ?-é,//ﬂ-e , LLS
Walnut Creek, Califofnia

February 11, 2005
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