I
I

Expires: . January 31, 2007

‘| Estimated average burden

ANNUAL AU o REPORT ‘| hours perresponse...... 12.0Q _
FORM X-17A-5 SEC FILE NUMBER
PART Il s 51999

FACING PAGE
Informatlon Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 1/1/04 AND ENDING__ 12/31/04
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:  pROKERAGEAMERICA, LLC OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

425 PARK AVE, 22nd FLOOR

(No. and Street)

NEW YORK, ' ‘ NY 10022
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
NORA DEFALCO q13- 601 3450

(Area Code/ -Jelephone Number)

B. ACCOUNTANT IDENTIFICATION // \\
-\ nrl‘:u\zrn
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* &
WAR ¢ 008
LIEBMAN GOLDBERG & DROGIN, LLP /

(Name — if individ:!, state last, first, middlc -.ome) ’ $
185 <5'
595 STEWART AVE., STE 420, GARDEN CITY, NY 11530

(Address) (City) (State) \/ (Zip Codc)

CHECK ONE: FR@CESSED
X Certified Public Accountant .
O Public Accountant _ MAR 2 3 2005
O Accountant not resident in United States or any of its possessions. /&F?N%%%%

FOR OFFIC:. ' USE ONLY

*Claims for exemption from the requirement that tho annual report be covered by the opinion of an independent public accouniant
must [ - ~upported by a stater. -1 of facts and circur ~iances relied on as 11. - hasis for the exempti. + See Section 240.1.  3/e)(2)

oA information contained in this form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.

;‘ g
Potential persons who are to respond to the collection of 3) Z/ %




LRI

——

OATH OR AFFIRMATION

I, ANDREW SYCOFE _ ° . » e swear (or affirm) that, to the best of

my knowledge and belief the accompanymg financial statement and supporting schedules pertaining to the firm of
BROKERAGEAMERICA, LLC , as
of - DECEMBER 31 , 2004 , 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 solely as that of a customer, except as follows:

m/«(fﬂ\,/%%m

ngnature
CEO

@‘\ Nmawuwc.swofuewak
SC&576350
Ouﬂﬂﬂad Queens
Notary Pubhc Commission EEn;&plms MCOUMVMI Yoo

" This report ** contains (check ali applicable boxes):

kKl (a) Facing Page.

Bl (b) Statement of Financial Condition.

Kl (c) Statement of Income (Loss).

Kl (d) Statement of Changes in Financial Condition.

K] (¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of {'hanges in Liabilities Subordinated to Clains of Creditors.

(g) Computation of Net Capital.

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

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

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Cemputation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

() An Oath or Affirmation.

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

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

KO O R‘ROBEL

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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LIEBMAN GOLDBERG & DROGIN LLP
Gertifiied SPublic @Accountants

595 Stewart Avenue, Suite 420
Garden City, New York 11530

“Tel (516) 228-6600
Fax (516) 228-6664

Independent Auditors’ Report

Board of Directors
BrokerageAmerica, LLC

We have audited the accompanying statement of financial condition of BrokerageAmerica, LLC (“the
company) as of December 31, 2004, and the related statements of operations, changes in members’
capital and cash flows for the year 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 BrokerageAmerica, LLC as of December 31, 2004 and the results of its operations
and its cash flows for the year 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 on pages 11-13 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 of
the Securities and 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.

Liebman Goldberg & Drogin, LL
Garden City, New York

Y

February 22, 2005




BROKERAGEAMERICA, LLC
STATEMENT OF FINANCIAL CONDITION
December 31, 2004

ASSETS

The accompanying notes are an integral part of these statements.
2

Allowable Non-Allowable Total
Cash in bank $§ 145319 § - $ 145,319
Receivables from broker dealers
- and clearing organizations 2,030,114 - 2,030,114
Securities owned at market value 8,568,787 - 8,568,787
Property and equipment, net of accumulated
depreciation of $971,122 . - 1,059,129 1,059,129
Security deposits - 294,563 294,563
Prepaid expenses - 42,781 42,781
Other assets - 146,997 146,997
Total assets $10,744220 % 1,543,470 $ 12,287,690
LIABILITIES AND MEMBERS' CAPITAL
Aggregate Nonaggregate
Indebtedness Indebtedness
i Liabilities Liabilities Total
Liabilities:
Subordinated loans $ - $ 17,300,000 $ 17,300,000
Securities sold, not yet purchased - 1,336,415 1,336,415
Payable to broker dealers and
clearing organization 181,056 - 181,056
Accrued payroll expense 402,444 - 402,444
Accounts payable and
accrued expenses payable 3,795,317 - 3,795,317
Total liabilities $ 4,378,817 § 18,636,415 23,015,232
Commitments and Contingencies
Members' Capital:
Members' capital (10,727,542)
Total liabilities and members' capital $ 12,287,690




BROKERAGEAMERICA, LLC

STATEMENT OF OPERATIONS

For the year ended December 31, 2004

Revenues:

Commission income
Trading and investment gains
Interest and other income

Total revenues

Expenses:

Commissions

Salaries and related payroll benefits
Professional fees

Occupancy

Travel and entertainment
Telephone

Dues and regulatory expenses
Technology and service products
Clearance and execution costs
Marketing and advertising
Office expense and postage
Insurance

Interest expense

Depreciation and amortization

Total expenses

(Loss) before provision for income taxes
Provision for income taxes

Net (loss)

§ 2,357,878
18,266,627
1,432,695

4,521,772
7,632,325
484,919
827,113
433,618
810,303
369,312
7,794,881
2,297,929
276,097
327,051
83,898
1,270,449
326,176

The accompanying notes are an integral part of these statements.
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$ 22,057,200

27,455,843

(5,398,643)

(78,790)

$ (5,477,433)
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DRURLERAUGEANMERICA, LILC
STATEMENT OF CHANGES IN MEMBERS' CAPITAL

For the year ended December 31, 2004

Balance - January 1, 2004 $ (6,050,113)
Contributed capital ' - 800,004

Net loss ' (5,477,433)
Balance - December 31, 2004 $ (10,727,542)

The accompanying notes are an integral part of these statements.
4
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DINUDNTIRAUEANVILDRNICA, LLC

STATEMENT OF CASH FLOWS

For the year ended December 31, 2004

Cash flows from operating activities:
Net Loss
Adjustments to Reconcile Net Loss to Net Cash
(Used in) Operating Activities:
Depreciation and amortization
(Increase) Decrease in Operating Assets:
Receivables from brokers and dealers
Securities owned at market value
Deposits and prepaid expenses
Other assets :
Increase (Decrease) in Operating Liabilities:
Aggregate indebtedness
Non-aggregate indebtedness
Total adjustments

Net cash (used in) operating activities
Cash flows from investing activities:
Purchase of equipment
Net cash (used in) investing activities
Cash flows from financing activities:
Capital contributions
Additional subordinated loans
Net cash provided by financing activities
Net (decrease) in cash
Cash - beginning of year

Cash - end of year

Supplemental disclosures:
Income taxes paid

Interest paid

(5,477,433)

326,176

1,676,650
(5,614,377)

27,062
(108,901)

(46,687)
2,073,208

(1,666,869)

(7,144,302)

(359,480)

(359,480)

800,004
6,350,000

7,150,004

(353,778)

499,097

145,319

78,790

449

The accompanying notes are an integral part of these statements.
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BROKERAGEAMERICA, LLC
NOTES TO FINANCIAL STATEMENTS

December 31, 2004

Note 1 — Description of Business:

BrokerageAmerica, LLC was originally formed as a California Limited Liability Company on
June 25, 1999. 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 is engaged in a single line of business as a securities broker-dealer, which
comprises several classes of services, including principal transactions, agency transactions,
investment banking, investment advisory, and venture capital businesses. -

Note 2 — Summary of Significant Accounting Policies:

Securities Transactions:

-Securities transactions (and related commission revenues and expenses) are recorded on a
settlement date basis; revenues and expenses would not be materially different if reported on a
trade date basis. :

Market Value of Securities:

Securities owned are stated at quoted market values with the resulting unrealized gains and
losses reflected in the statement of income. Securities not readily marketable are valued at fair
value as determined by management.

Property and Equipment:

Property and equipment are reflected at cost. For financial reporting purposes, depreciation is
computed using the straight-line method over the useful life of the asset while for income tax
reporting, depreciation is computed using the Modified Accelerated Cost System (MACRS)
over the statutorily prescribed recovery periods.

Maintenance and repairs, which neither materially add to nor appreciably prolong the life of the
property, are charged to expense as they are incurred. Gains and losses on dispositions of
property and equipment, as applicable, are included in income or expense.




BROKERAGEAMERICA, LLC
NOTES TO FINANCIAL STATEMENTS

December 31, 2004

Note 2 — 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 affect the reported
amount of assets and liabilities, disclosure 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.

Fair Value of Financial Instruments:

SFAS No. 107, “Disclosures About Fair Value of Financial Instruments,” requires disclosure of
the fair value information, whether or not recognized in the balance ‘sheet, where it is
practicable to estimate that value. The carrying value of cash approximates fair value.

Concentration of Credit Risk:

Financial instruments, which potentially expose the Company to concentrations of credit risk,
consist primarily of cash and cash equivalents. The Company maintains some of its cash
balances in accounts, which exceed federally insured limits. It has not experienced any losses
to date resulting from this policy.

Recent Accounting Pronouncements {(Continued):

In June 2001, the Financial Accounting Standards Board issued Statement of Financial
Accounting Standards No. 143 “Accounting for Asset Retirement Obligations” (“SFAS No.
143", and in August 2001 issued Statement of Financial Accounting Standards No. 144
“Accounting for the Impairment and disposal of Long-Lived Assets” (“SFAS No. 144”). SFAS
No. 143 addresses financial accounting and reporting for obligations associated with the
retirement of tangible long-lived assets and the associated asset retirement costs. SFAS No.
144, which supersedes and amends certain existing accounting and reporting pronouncements,
addresses financial accounting and reporting for the impairment or disposal of long-lived
assets. SFAS No. 143 is effective for financial statements issued for fiscal years beginning
after June 15, 2002 and SFAS No. 144 is effective for financial statements issued for fiscal
years beginning after December 15, 2001. The adoption of SFAS 143 and 144 and its
application to amounts currently included in the Corporation’s balance sheet will no have a
material impact on the Corporation’s accounting and disclosures.




BROKERAGEAMERICA, LLC
NOTES TO FINANCIAL STATEMENTS

December 31, 2004

Note 3 - Receivable from and Deposit with Clearing Organization:

Note 4 — Property and Equipment:

The Company clears certain of its proprietary and customer transactions through another
broker-dealer on a fully disclosed basis. The receivables from broker dealers and clearing
organizations represents primarily cash held by the clearing organizations for commissions
generated in December 2004 and received in January 2005. The deposit with the clearing
organizations is required by the clearing agreement.

As stated in Note 2, the Company records securities transactions on a settlement date basis.
Further, the Company has agreed to indemnify its clearing organization for losses that the
clearing organization may sustain from the customer accounts introduced by the Company.

Should a customer not fulfill his obligation on a trade date transaction through December 31,
2004, the Company may be required to buy or sell securities at prevailing market prices in the
future on behalf of their customers. Subsequent to the balance sheet date, all unsettled trades at
December 31, 2004 settled with no resulting liability to the Company.

The Company is engaged in various trading and brokerage activities whose counterparties
include broker-dealers, banks, and other financial institutions. In the event counterparties do
not fulfill their obligations, the Company may be exposed to risk. The risk-of default depends
on the creditworthiness of the counterparty or issuer of the instrument. It is the Company’s
policy to review, as necessary, the credit standing of each counterparty with which it conducts
business.

Amounts receivable from and payable to broker-dealers and clearing organizations at
December 31, 2004, consist of the following:

_ Receivable Pavable
Payable to clearing broker $ 0 $ 181,056

Receivable from clearing organizations 2.030.114 0
~ $2.030.114 $_181,056

Property and equipment consists of the following:

Life

Furniture and fixtures $ 113,116 7 yrs.

Equipment and computers 1,691,382 5 yrs.

Leasehold improvements 225.751 39 yrs.
Total 2,030,249

Less: accumulated depreciation

and amortization 971.122
$1.059.129

Depreciation and amortization expense for the year ended December 31, 2004 amounted to
$326,176.




BROKERAGEAMERICA, LLC
NOTES TO FINANCIAL STATEMENTS

December 31, 2004

Note 5 — Related Party Transactions:

During 2004, the company entered into an Expense Allocation Agreement with one of its
affiliates, Andrew Garrett Inc. Under the agreement, each of the parties desires to receive
certain administrative and other services from the other party in exchange for reimbursement
and appropriate sharing of expenses set forth in the Expenses Allocation Agreement.

Note 6 - Securities Owned, and Sold, Not Yet Purchased:

Marketable securities owned, and sold, not yet purchased, consist of trading and investment
securities at market values, as follows:

Sold, Not Yet
Owned Purchased
Corporate stocks $8.568,787  $1,336,415
Options 0 0

$8.568.787  $1.336.415

Note 7 — Subordinated Loans:

On May 1, 2002, the Company entered into a subordinated loan agreement with a lender in the
amount of $9,000,000 with interest at 10% per annum. 50% of the interest is payable monthly
and 50% of the interest is added to the principal balance. As of December 31, 2004, said
unpaid interest added to the subordinated loan amounted to $1,950,000.

On March 23, 2004, the Company entered into a subordinated loan agreement with a lender in
the amount of $2,000,000 with an interest rate of 10% per annum. The interest is due monthly
and the loan matures on May 3, 2008. On June 7, 2004, the Company entered into another
subordinated loan agreement with a lender in the amount of $4,000,000 with an interest rate of
10% per annum. The interest will be accrued and added to principal. The loan matures on July
30, 2007.

The subordinated loan documents have been filed with the appropriate regulatory agencies.

Note 8 - Net Capital Requirement: .

The Company is subject to the net capital provisions of Rule 15¢3-1 of the Securities and
Exchange Act of 1934, which requires the maintenance of minimum net capital, as defined.
The Company has elected to use the basic method permitted by the rules, which require the
Company to maintain minimum net capital equal to the greater of $100,000 or 6 2/3% of
aggregate indebtedness (as defined), or a formula based upon the Company’s trading markets
(as defined) which amounted to $1,000,000 as of December 31, 2004. As of December 31,
2004, the Company’s regulatory net capital was $3,739,436, which was $2,739,436 in excess of
the minimum required.




BROKERAGEAMERICA, LLC
NOTES TO FINANCIAL STATEMENTS

December 31, 2004

Note 9 - Commitments and Contingencies:

As of December 31, 2004, the Company‘ had future minimum annual lease obligations as

~follows:

December 31, 2005 $ 870,454

2006 852,256

2007 802,976

2008 733,984

2009 733,984

2010 -2015 4,403,904

$8.397.558

“Note 10~ Capital Contributed:

Management throughout the course of the year has contributed capital on an as needed basis.

In January 2005, $100,000 was contributed to the Company.

10
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COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS

For the year ended December 31, 2004
Net Capital
Total ownership equity from statement of

financial condition $ (10,727,542)

Add liabilities subordinated to claims of general
creditor's allowable in computation of

net capital 17,300,000

Total capital | 6,572,458

Deductions and/or charges
a) total non-allowable assets from
statement of financial condition ’ 1,543,470

Net capital before adjustments for haircuts on

securities positions and undue concentration. 5,028,988
Adjustments:
Haircut on securities (1,289,552)

Undue concentration

Total adjustments (1,2 89,5- 52)
Net capital . $ 3,739,436
Minimum net capital $ 1,000,000
Excess net capital $ 2,739,436
Aggregate indebtedness $ 4,378,817

Percentage of aggregate indebtedness to
net capital (4,378,817 + 3,739,436) ' 117.1%

See accountant's report.
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BROKERAGEAMERICA, LLC
COMPUTATION OF DETERMINATION OF RESERVE
REQUIREMENTS PURSUANT TO RULE 15C3-3

DECEMBER 31, 2004

The Company has claimed exemption from Rule 15¢3-3 based on the fact that all customer transactions
are cleared through another broker dealer on a fully disclosed basis. In the opinion of the management of
BrokerageAmerica LLC, the conditions of the Company's exemption from rule 15¢3-3 were complied
with throughout the year ended December 31, 2004.

12




1

RECONCILIATION OF THE COMPUTATION OF NET CAPITAL

DRURLERAGEAMUERIUA, LLU

UNDER RULE 15C3-1 BETWEEN THE UNAUDITED

FOCUS REPORT AND THE AUDITED FOCUS REPORT

For the year ended December 31, 2004

Net Capital per audited focus report
Net capital vper unaudited focus report
Difference to be reconciled
Additional year end adjustments

Total adjustments

$

330,327

$

3,739,436

3,409,109

$

330,327

See accountant's report.
13
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BROKERAGEAMERICA, LLC
| INDEPENDENT AUDITORS' REPORT
ON
INTERNAL ACCOUNTING CONTROL

FOR THE YEAR ENDED DECEMBER 31, 2004




LIEBMAN GOLDBERG & DROGIN LLP
%emjw& SPublic @Accountants
595 Stewart Avenue, Suite 420
Garden City, New York 11530

" Tel (516) 2286600
Fax (516) 228-6664

Board of Directors
BrokerageAmerica, LLC

In planning and performing our audit of the financial statements and supplemental schedules of
BrokerageAmerica, LLC (the Company) 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.

Also, 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 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 practices and procedures listed in the preceding paragraph.




Because of inherent limitations in internal control 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 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 Difectors, management, the SEC, (Designated
self-regulatory organization), 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 should not be
used for any other purpose.

ﬁ&mgﬁmﬁf(@mﬂ ave

Liebman Goldberg & Drogin LLP
Garden City, New York

February 22, 2005




