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OATH OR AFFIRMATION

I, Ken Sawyer, affirm that, to the best of my knowledge and belief, the accompanying financial statements and

supplemental schedules pertaining to Saints Advisors, L.L.C. (a Delaware Limited Liability Company)

(“Advisors”) for the year ended December 31, 2004, are true and correct. I further affirm that neither Advisors

nor any officer or director has any proprietary interest in any account classified solely as that of a customer.

AEL

Signature

2/24/&00?

Dite

Managing Director

Title

Stats of California JURAT

County of San Francisco

Subscribed and sworn to (or afflrmed) before me
_ on
this 2474 gayot o

T Tl AL,

Notary Public

personally known to me pr praved o me i
eWdnce 1 55 e DS s e bl of ettty
Notary Signature Ve é‘ -

s v o

ANTONIO LOCABELL!
Comm. #1451347

A% NOUARY PUBLIC - CALIFORNIA

ook

<
0

Cily & County of Son Frongisco ™
My Comm, Expires Jan. 18,2008 'i‘




De I o E tte O Deloitte & Touche LLP
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INDEPENDENT AUDITORS’ REPORT

To the Member of
Saints Advisors, L.L.C.

We have audited the accompanying statement of financial condition of Saints Advisors, L.L.C.
(“Advisors”) as of December 31, 2004 and the related statements of income, changes in member’s equity
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 Advisors’ management. Qur
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 consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of Advisors’
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
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, such financial statements present fairly, in all material respects, the financial position of
Saints Advisors, L. L.C. at 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 supplemental schedules on pages 9 and 10 are presented for the purpose of additional
analysis and are not a required part of the basic financial statements, but are supplementary information
required by Rule 17a-5 under the Securities Exchange Act of 1934. These schedules are the responsibility
of Advisors’ management. Such schedules have been subjected to the auditing procedures applied in our
audit of the basic financial statements and, in our opinion, are fairly stated in all material respects when
considered in relation to the basic financial statements taken as a whole.

As discussed in Note 3 to the financial statements, the accompanying financial statements have been
prepared from the books and records maintained by Advisors and may not necessarily be indicative of the

conditions that would have existed or the results of operations if Advisors had operated independently of
Saints, Inc.

Z}M * %xﬁ LehP

February 23, 2005

Member of
Deloitte Touche Tohmatsu



SAINTS ADVISORS, L.L.C.
(A Delaware Limited Liability Company)

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2004

ASSETS
CASH AND CASH EQUIVALENTS
ACCOUNTS RECEIVABLE—mnet of allowance for doubtful accounts of $67,247

TOTAL ASSETS

LIABILITIES AND MEMBER’S EQUITY

LIABILITIES:
Related party payable to Saints, Inc.
Related party payable to Saints Capital I, LP
Accounts payable and accrued liabilities

Total liabilities

MEMBER’S EQUITY

TOTAL LIABILITIES AND MEMBER'’S EQUITY

See notes to financial statements.

$494,084

10,459

$504,543

$ 1,576
3,000
76,106

80,682

423,861

$504,543



SAINTS ADVISORS, L.L.C.
(A Delaware Limited Liability Company)

INCOME STATEMENT
YEAR ENDED DECEMBER 31, 2004

REVENUES:
Consulting services $ 1,140,459
Miscellaneous income 17,693
Interest income 4,572
Total revenues . 1,162,724
EXPENSES:
Consulting services 698,750
General and administrative 83,449
Other expenses 74,848
Employee compensation and benefits : 70,843
Total expenses 927,890
NET INCOME $ 234,834

See notes to financial statements.



SAINTS ADVISORS, L.L.C.
(A Delaware Limited Liability Company)

STATEMENT OF CHANGES IN MEMBER’S EQUITY
YEAR ENDED DECEMBER 31, 2004

BALANCE AT DECEMRBER 31, 2003
NET INCOME

DISTRIBUTIONS

BALANCE AT DECEMBER 31, 2004

See notes to financial statements.

$398,470
234,834

(209,443)
$423,861



SAINTS ADVISORS, L.L.C.
(A Delaware Limited Liability Company)

STATEMENT CF CASH FLOWS
YEAR ENDED DECEMBER 31, 2004

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Increase in allowance for doubtful accounts
Deferred revenue
Changes in assets and liabilities:
Accounts receivable
Prepaid expenses
Payables and accrued liabilities

Net cash provided by operating activities

CASH FLOWS USED IN FINANCING ACTIVITIES—Distributions
NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS—Beginning of year

CASH AND CASH EQUIVALENTS—End of year

See notes to financial statements.

$ 234,834

45,234
(5,000)

(13,885)
1,614
(83,766)
179,031
(209,443)
(30,412)

524,496

$ 494,084



SAINTS ADVISORS, L.L.C.
(A Delaware Limited Liability Company)

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2004

1. STRUCTURE AND BACKGROUND INFORMATION

Saints Advisors, L.L.C. (“Advisors™), a Delaware limited liability company, was formed on May 26,
2000 for the purpose of providing corporate development and other consulting services to public and

nonpublic companies in the technology industry. Ken Sawyer is the managing and sole member of
Advisors.

On April 9, 2002, Advisors registered with the Securities and Exchange Commission and the National
Association of Securities Dealers, Inc. as a broker-dealer. Advisors does not carry securities accounts for
customers.

2. SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates—The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America (“US GAAP”) 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.

Revenue Recognition-—Consulting services revenue is recognized as services are performed. Amounts
received in advance of revenue being recognized are recorded as deferred revenue.

Income Taxes—No income taxes or tax benefits have been recorded in Advisors’ financial statements.
The member’s share of taxable income or loss is included in the tax return of the member.

Stock Based Compensation—Advisors accounts for stock-based awards to employees using the intrinsic
value method in accordance with Accounting Principles Board Opinion No. 25, Accounting for Stock
Issued to Employees, as allowed by SFAS No. 123, Accounting for Stock Based Compensation as
amended by SFAS No. 148, Accounting for Stock Based Compensation- Transition and Disclosures, an
Amendment of FASB Statement No. 123. Under the intrinsic value method, Advisors does not recognize
any compensation expense, as the exercise price of all employee stock options is equal to the fair market
value at the time the options are granted.

Had compensation expense been recognized using the fair value-based method under SFAS No. 123, the
impact on net income would not be material.

Concentration of Credit Risk—Financial instruments that potentially subject Advisors to significant
concentrations of credit risk consist primarily of accounts receivable. For the year ended December 31,
2004, one customer accounted for 92% of total revenue. The same customer accounted for 100% of total
accounts receivable at December 31, 2004.
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RELATED PARTY TRANSACTIONS

Saints, Inc.—Advisors pays a monthly reimbursement to an affiliated company, Saints, Inc., in
consideration for certain operating expenses paid on Advisors’ behalf. Saints, Inc. is a Delaware
company incorporated to manage Saints Ventures, L.L.C., a Delaware limited liability company, Saints
Capital I, L.P., Saints Capital II, L.P., Saints Capital III, L.P. and Saints Capital IV, L.P. (collectively,
the “Funds”). The Funds were formed for the purpose of making equity investments in private
companies. Ken Sawyer is the managing member and sole owner of Saints, Inc. For the year ended
December 31, 2004, expenses reimbursable to Saints, Inc. were not material.

Additionally, Advisors remits up to 10% of its revenue to Saints, Inc. For the year ended December 31,
2004, expenses incurred by Advisors in respect of the revenue sharing arrangement with Saints, Inc.
totaled $62,740 and are included in other expenses presented in the income statement. As of
December 31, 2004, $1,576 of this amount was payable to Saints, Inc.

A commission from consulting revenues earned by Advisors in the amount of $3,000 is payable to
Saints Capital I, L.P. (“SCI”) at December 31, 2004. The amount represents a portion of fees earned by
Advisors for consulting services rendered to one of the portfolio companies held in SCI’s investment

portfolio. Such commission is reflected in the balance of other expenses in the accompanying incom
statement. ‘ .

OPTION PLAN

In November 2000, Advisors established an option plan. Under the option plan, Advisors is authorized
to grant options to purchase 10,000,000 membership units to its employees, directors and consultants.
Options granted generally vest in installments over a four-year period, commencing on the grant date.
Options expire ten years from the date of grant.

A summary of activity under the option plan is set forth below:

Options Exercise
Outstanding Price
Outstanding, December 31, 2003 4,000,000 $ 0.01
Options cancelled (1,000,000) 0.01
Outstanding, December 31, 2004 3,000,000 $ 0.01

At December 31, 2004, options to purchase 6,994,167 membership units were available for grant.

Additional information regarding options outstanding as of December 31, 2004 is as follows:

Options Outstanding Options Vested and Exercisable
Weighted
Average Weighted . Weighted
Remaining Average Number Average
Exercise Number Contractual Exercise Vested and Exercise
Price Qutstanding Life (yrs.) Price Outstanding Price
$0.01 3,000,000 7 $0.01 2,437,500 $0.01

As discussed in Note 2, Advisors accounts for its stock-based awards using the intrinsic value method in
accordance with Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to



Employees, and its related interpretations. Accordingly, no compensation expense has been recognized
in the accompanying financial statements for employee stock arrangements. Also, as discussed in

Note 2, Advisors adopted the provisions of SFAS No. 148, which amends SFAS No. 123 as stated.
Under SFAS No. 123 as amended, the fair value of stock awards to employees is calculated through the
use of option pricing models, even though such models were developed to estimate the value of freely
tradable, fully transferable options without testing restrictions, which differ significantly from the
Advisors’ stock option awards. These models also require subjective assumptions, including future stock
price volatility and expected time to exercise, which greatly affect the calculated values.

For purposes of the pro-forma disclosure, the fair value of stock-based awards to employees has been
calculated using the minimum value method with the following weighted average assumptions: expected
life, 3.5 years; risk-free interest rate, 3.1% and no dividends during the expected term. Advisors’

calculations are based on a single option valuation approach, and cancellations are recognized as they
occur.

See Note 2, Stock Based Compensation, for the disclosure of the pro-forma effects of SFAS 123, as
amended.

NET CAPITAL REQUIREMENTS

Advisors is subject to the Securities and Exchange Commission’s Uniform Net Capital 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 15 to 1. At December 31, 2004, Advisors
had net capital of $413,402, which was $408,023 in excess of its required net capital of $5,379.
Advisors’ ratio of aggregate indebtedness to net capital was .20 to 1.

% ok % %k ok ok



SAINTS ADVISORS, L.L.C.
(A Delaware Limited Liability Company)

COMPUTATION OF NET CAPITAL FOR

BROKERS AND DEALERS PURSUANT TO RULE 15C3-1 UNDER THE
SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31, 2004

COMPUTATION OF NET CAPITAL:

Member's equity (from statement of financial condition) $423,861
Nonallowable assets:

Receivables 10,459
NET CAPITAL ' $413,402
AGGREGATE INDEBTEDNESS:

Total liabilities (from statement of financial condition) $ 80,682

COMPUTATION OF NET CAPITAL REQUIREMENT:

Net capital requirement (6-2/3% of aggregate indebtedness) A) § 5379
Minimum dollar net capital requirement (B) § 5,000
Net capital requirement (greater of (A) or (B)) $ 5379
Excess net capital (net capital less net capital requirement) $408,023
Ratio: Aggregate indebtedness to net capital 020to 1

No differences exist between the above information and the computation included in Advisors’ December 31,
2004 unaudited FCCUS Report as amended on February 21, 2005.



SAINTS ADVISORS, L.L.C.
(A Delaware Limited Liability Company)

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKERS AND DEALERS PURSUANT TO RULE 15C3-3 UNDER THE
SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31, 2004

The Company claims exemption from Rule 15¢3-3 under subparagraph (k)(1).

The Company has complied with the exemptive provisions of SEC Rule 15¢3-3.

-10 -
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February 23, 2005

Saints Advisors, L.L.C.

(A Delaware Limited Liability Company)
475 Sansome Street, Suite 1850

San Francisco, CA 94111

In planning and performing our audit of the financial statements of Saints Advisors, L.L.C. (“Advisors”) for
the year ended December 31, 2004 (on which we issued our report dated February 23, 2005), we considered its
internal control, including control activities for safeguarding securities, in order to determine our auditing

procedures for the purpose of expressing an opinion on the financial statements and not to provide assurance
on Advisors’ internal control.

Also, as required by Rule 17a-5(g)(1) under the Securities Exchange Act of 1934, we have made a study of the
practices and procedures (including tests of compliance with such practices and procedures) followed by
Advisors that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices and procedures
followed by Advisors in making the quarterly securities examinations, counts, verifications, and comparisons,
and the recordation of differences required by Rule 172-13 or in complying with the requirements for prompt
payment for securities under Section & of Regulation T of the Board of Governors of the Federal Reserve
System, because Advisors does not carry securities accounts for customers or perform custodial functions
relating to customer securities.

The management of Advisors 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 internal control and of the
practices and procedures, and to assess whether those practices and procedures can be expected to achieve the
Securities and Exchange Commission’s (the “Commission”) 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 Advisors has responsibility are safeguarded against loss from
unauthorized acquisition, 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.

Because of inherent limitations in any internal control or the practices and procedures referred to above,
misstatements due to error or fraud may occur and not be detected. Also, projections of any evaluation of the
internal control or of such practices and procedures to future periods are subject to the risk that they may

become inadequate because of changes in conditions or that the degree of compliance with the practices or
procedures may deteriorate.

Member of
Deloitte Touche Tohmatsu



Our consideration of Advisors’ internal control would not necessarily disclose all matters in Advisors’ 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 one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements caused by
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 the following matter involving Advisors’ internal control and its operation that
we consider to be a material weakness as defined above. This condition was considered in determining the

nature, timing, and extent of procedures to be performed in our audit of the financial statements of Advisors
for the year ended December 31, 2004.

The size of the business and resultant limited number of employees imposes practical
limitations on the effectiveness of those internal control policies and procedures that depend
on the segregation of duties. Because this condition is inherent in the size of Advisors, the
specific weaknesses are not described herein and no corrective action has been taken or
proposed by Advisors. This matter does not affect our report on the financial statements of
Advisors for the year ended December 31, 2004.

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 believe that Advisors’ practices and procedures were adequate at
December 31, 2004, to meet the Commission’s objectives.

This report is intended solely for the information and use of the management, the Securities and Exchange
Commission, the National Association of Securities Dealers, Inc., 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.

Yours truly,

A/%% Tedl [oF



