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Certified Public Accountants
Business Advisors

INDEPENDENT AUDITORS' REPORT

To the Partners
Comann & Montague
Tiburon, California

We have audited the accompanying statement of financial condition of Comann & Montague (a California
general partnership) as of December 31, 2004, and the related statements of income, partners' capital,
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 cur 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 opinicn, the financial statements referred to above present fairly, in all material respects, the
financial position of Comann & Montague 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 has been made for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained on pages 8, 9, and 10 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 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.

CERT FIED PUBLIC AiCOUNTANTS

San Francisco, California
January 13, 2005

WWW.SJACCOUNTING.COM
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Comann & Montague

(A California General Partnership)
Statement of Financial Condition
Year Ended December 31, 2004

Assets
Current assets:
Cash $ 140,412
Fees receivable 50,000
Prepaid expenses 7,189
Total current assets 197,601

Leasehold improvements, net of :
accumulated depreciation $40,266 16,301

Other assets 4,436
5 218338

Liabilities and Partners’ Capital

Current liabilities

Accounts payable and accrued expenses $ 3,819

Partners' capital 214,519

$ 218,338

The accompanying notes form an integral part of these financial statements. 2
STONEFIELD

@ JOSEPHSON inc.



Comann & Montague

(A California General Partnership)

Statement of Income

Year Ended December 31, 2004

Management and investment advisory income

Operating expenses:
Rent
Salaries
Travel and promotion
Office expense
Professional fees
Telephone
Depreciation
insurance
Payroll taxes
Dues and subscriptions
Miscellangous

Total operating expense

Operating income
Interest income

Net income

The accompanying notes form an integral part of these financial statements.
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$ 610,568

68,725
36,654
33,899
19,863
15,245
14,903
10,866
8,583
4,639
1,825
140

215,342

395,226

1,256

S 306482



Comann & Montague

(A California General Partnership}
Statement of Partners’ Capital
Year Ended December 31, 2004

Balance at January 1, 2004 $ 168,037

Net income 396,482

Distributions (350,000)

Balance at December 31, 2004 $ 214519

The accompanying notes form an integral part of these financial statements. 4
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Comann & Montague
(A Califorrnia General Partnership)

Statement of Cash Flows
Year Ended December 31, 2004

Cash flows provided by operating activities -
Net income $ 396,482

Adjustments to reconcile net income to net cash
provided by operating activities -
Depreciation expense 10,866

Changes in assets and liabilities
Increase in assets:

Fees receivabie 14,226
Prepaid expenses (845)
Decrease in liabilities -
Accounts payable and accrued expenses (14,588)
Total adjustments 9,659
Net cash provided by operating activities ‘ 406,141
Cash flows used for financing activities -

Distributions paid (350,000)
Net increase in cash 56,141
Cash, beginning of year 84,271
Cash, end of year $ 140,412

The accompanying notes form an integral part of these financial statements. 5
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Comann & Montague

(A California General Partnership)
Notes to Financial Statements
Year ended December 31, 2004

M

Summary of Sigrificant Accounting Policies:
Business Activity:

The Company was formed on September 1, 1993, as a California general partnership. The
Company's primary business consists of assisting clients with mergers and acquisitions and
private placements.

The Company is registered with the Securities and Exchange Commission pursuant to
Section 15¢ of the Securities Exchange Act of 1934. The Company is a member of the
National Association of Securities Dealers, Inc. The Company aiso has a broker-dealer
certificate from the California Department of Corporations.

Use of Estimates:

The preparation of financial statements in conformity with accounting principles generaily
accepied in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and 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. Allowance of doubtful account is estimated by management based on
historical losses and existing economic conditions. There was no allowance of doubtful
accounts at December 31, 2004, based on management estimate.

Cash:
The Company maintains its cash in high-grade financial institutions, and the cash balances
may at times throughout the year exceed the federally insured limits on such accounts. The
Company has not experienced any losses in such accounts.

Leasehoid Improvements:

Leasechold improvements are vaiued at cost. Depreciation was provided by use of the
straight-line method over the estimated useful lives of the assets.

Revenue Recognition:
The Company recognizes retainer revenue for consuiting services upon engagement or over
the specific period of engagement, if applicable. Success fees are recognized upon the
execution of the transactions relating to those fees.

income Taxes:

Income taxes on partnership income are the personal responsibility of the individual partners;
therefore, no provision for income taxes has been recorded in these financial statements.

STONEFIELD
@ JOSEPHSON, inc.



Comann & Montague

(A California General Partnership)
Notes to Financial Statements
Year ended December 31, 2004

()

(3)

(4)

Major Customers:

Approximately 87% of the Company's total fee revenue was earned from three customers during
the vear. Accounts receivables from these customers totaled $50,000 at December 31, 2004.

Net Capital Requirements:

Pursuant to Security and Exchange Commission Rule 17CFR 402.2, the Company is required to
maintain minimum net capital, as defined. The value of this defined operating parameter may
vary materially from day to day. At December 31, 2004, the Company's net capital was $133,785,
which is $128,785 in excess of the required net capital.

Commitments:

The Company leases its business premises in Tiburon under an operating lease expiring in May
2006. The operating lease requires minimum rental payments of $4,436 subject to annual CPI
increases per the lease agreement. The following is a schedule by years of future minimum rental
payments required under the operating lease that has noncancelable lease terms in excess of
one year as of December 31, 2004:

Year ending December 31,

2005 $ 53232
2008 ‘ 22,180
%g

The Company aiso had a month-to-month operating lease in Scottsdale, which was terminated
in November 2004. Rent expense under both operating leases totaled $68,725 for the year
ended December 31, 2004.

STONEFIELD
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Comann & Montague

(A California General Partnership)
Computation of Net Capital and Net Capital Requirement
Year Ended December 31, 2004

Computation of Net Capital
Total ownership equity from Statement of Financial Condition
Less nonallowable assets
Fee receivables
Prepaid expenses
Leasehold improvements
Other assets
Net capital before haircuis on securities positions
Less haircuts on securities

Net capital

Computation of Net Capital Requirement

Minimum net capital required (6 2/3% of aggregate indebtedness)

Minimum dollar net capital requirement
Net capital requirement (greater of above two amounts)

Excess net capital

The accompanying notes form an integral part of these financial statements.
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50,000
7,188
16,301
4,436

136,593
2,808

133,785

5,000
128,785



Comann & Montague

(A California General Partnership}
Computation for Determination of Reserve Requirements

and information for Possession or Controi Requirements
Year Ended December 31, 2004

Computation for Determination of Reserve Requirements for Brokers and Dealers Pursuant to
Rule 15¢3-3 under the Securities and Exchange Act of 1934

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of

1934, in that the Company’s activities are limited to those set forth in the conditions for exemption
appearing in paragraph (k)(2)(ii) of the Rule.

Information for Possession or Control Requirements Pursuant to Rule 15¢3-3 under the
Securities and Exchange Act of 1934

Not applicable

STONEFIELD 9
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Comann & Montague

(A California General Partnership)
Reconciliation cf the Computation of Net Capital
Year Ended December 31, 2004

Per original filing : $ 136,305
Audit adjustments, primarily prior year
accounts payable and prepaid expenses reversal (2,520)
Per this filing $ 133,785
The accompanying notes form an integral part of these financial statements. 10
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Certified Public Accountants
Business Advisors

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
REQUIRED BY RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

To the Partners
Comann & Montague
Tiburon, California

In planning and performing our audit of the financial statements and supplemental schedules of Comann
& Montague (a California general partnership) 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 the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we have
made a study cf the practices and procedures followed by the Company, including tests of compliance
with 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; and the
recordation of differences required by rule 17a-13;

2. 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;

3. Obtaining and maintaining physical posséssion or control of all fully paid and excess margin
securities of customers as required by rule 15¢3-3.

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 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 safeguarced 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 conformity with accounting principles generally accepted in the United States of
America. .

Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding

paragraph.
WWW.SJACCOUNTING.COM
Santa Monica Trvine San Francisco Walnut Creek
1620 26th Street 4 Park Plaza 655 Montgomery Street 1331 N. California Boulevard
Suite 400 South Suite 900 Suite 1220 Suite 790
Santa Monica, California 90404 Irvine, California 92614 San Francisco, California 94111 Walnut Creek, California 94596
Tt 310.453.9400 TEL: 949.653.9400 TeL: 415.981.9400 TeL: 925.938.9400
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Because of inherent limitations in internal control 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 {o 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 is a condition in which the design or
operation of the specific internal control structure 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, we noted no matters involving the 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 information and use of the Partners, management, the SEC 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.

%M\XMW} b
CERTIFIED PUBLIC ACCOUNTANTS

San Francisco, California |
January 13, 2005
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OATH OR AFFIRMATION

I, Tyler K. Comann, affirm that, to the best of my knowledge and belief, the accompanying financial
statements and suppiemental schedules pertaining to Comann & Montague for the year ended
December 31, 2004, are true and correct. | further affirm that neither the Company nor any officer or
director has any proprietary interest in any account classified solely as that of a customer.

J/(—

Signature
Qﬂ—ma\
Title
State of California
County of é@fn F [angiSLD
] -
On W, /573/ A0S , before me, 731{{’/‘ K (oma

0 Personally known to me
2~  Proved to me on the basis of satisfactory evidence

To be the person{s) whose name¢s) is/are subscribed to the within instrument and acknowledged to me
that he/shefthey executed the same in hisfrerftheir authorized capacity(ies), and that by his/herftheir
signatures(®) on the instrument the person¢s), or the entity upon behalf of which the person¢s) acted,
executed the instrument.

WITNE my hand and ZS?
o P
/ ﬁry Public

R T, s O .,

FACKARY M. LYONS
) Commisgion # 1362718 %
4’! Motsry Public - California £
Ssn Francisco County

M’yCcamn' E_\qwesJun 28 2006 .
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