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Independent Auditors’ Report

The Board of Directors
Commonwpalth:‘Capital Securities Corp.
Clearwater, Florida

- We have audited the accompanying statement of financial condition of Commonwealth
Capital Securities Corp. as of February 28, 2005 and the related statements of operations,
changes in ‘stockholder’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 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 audits to obtain
reasonable ‘a‘ssura‘nce 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 provide 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 Commonwealth Capital Securities Corp. as of February 28,
2005 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 made for the purpose of forming an opinion on the financial statements
taken as a whole. The supplementary information 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.
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ASHER & COMPANY, Ltd.

Philadelphis, Pennsylvania
April 11, 2005




Commonwealth Capital Securities Corp.

Statement of Financial Condition

February 28, 2005
Assets

Cash $ 107,630
Prepaid expenses , 12,541
Receivables from affiliates 37,122
Total Assets ' $ 157,293

Liabilities and Stockholder’s Equity

Liabilities
Accrued expenses — broker commissions : S 47,250
Accrued income taxes ' : 11,000
Total Liabilities 58,250
Stockholder’s equity

Common stock, $1 par value
- Authorized 1,000 shares

Issued and outstanding 50 shares 50
Additional paid-in capital 47,120
Retained eamnings 51,873

Total Stockholder’s Equity 99,043
Total Liabilities and Stockholder’s Equity ‘ $ 157,293

See accompanying notes to financial statements.




Commonwealth Capital Securities Corp.

o | - Statement of Operations
|

Year ended February 28, 2005
Revenues

Commission $ 1,484,700

Interest and other income 1,055
Total Revenues 1,485,755
Expenses

Commission . . : 1,336,230

Regulatory fees . - 12,380

Operating expenses ' 35,730
Total Expenses | 1,384,340
Income before provision for income taxes 101,415
Provision for income taxes 11,000

Net Income o ' $ 90,415

See accompanying notes to financial statements




Commonwealth Capital Securities Corp.

Statement of Changes in Stockholder’s Equity

Number
of . Paid-In Retained
Shares Amount Capital Earnings Total
Balance, March 1, 2004 50 8 50 $ 56,480 § (38,542) $ 17,988
Capital distributions — — (9,360) —_ (9,360)
Net income . — - — 90,415 90,415
Balance, February 28, 2005 50 § 50 § 47,120 § 51,873 § 99,043

See accompanying notes to financial statements.




Commonwealth Capital Securities Corp.

Statement of Cash Flows

Year ended February 28, 2005

Cash flows from operating activities
Net income ' $ 90,415
Adjustments to reconcile net income to
net cash provided by operating activities
Changes in assets and liabilities

Prepaid items ' (12,541)
Other receivables ' (34,000)
Accounts payable, Commonwealth Capital Corp. (98)
- .Accrued expenses — brokers commissions ' 47,250
~ Accrued income taxes ' , 11,000
Net cash ptovidéd by operating activities ' - 102,026
Cash flows ffrohi fmancing-.activities '

Capital distributions (9,360)
Net cash (used in) ﬁnéncing activities (9,360)
Net increase in cash 92,666
Cash at beginnihg of year 14,964
Cash at end of year . $ 107,630

During the year ended February 28, 2005, no amounts were paid for income taxes or
interest.

See accompanying notes to financial statements.




Commonwealth Capital Securities Corp.

Notes to Financial Statements

[

1. Organization Organization
and
Significant Commonwealth Capital Securities Corp. (the “Company”) is a
Accounting wholly owned subsidiary of Commonwealth of Delaware, Inc.,
Policies ‘ which is a wholly owned subsidiary of Commonwealth Capital

Corp. (the “Parent”).

The Company has registered with the Securities and Exchange
Commission as a broker-dealer pursuant to Section 17 of the
Securities Exchange Act of 1934, and is a member of the National
Association of Securities Dealers, Inc.  The Company operates -
under the exemptive provisions of SEC Rule 15¢3-3. The .
Company sells - units of its affiliated partnerships through
broker/dealer firms to their customers throughout the United
States.

The Company does not hold funds or securities for, or owe any
money or securities to, customers and does not carry amounts of,
or for customers. Accordingly, the Company operates under the
exemptive provisions of Securities and Exchange Commission
(“SEC”) Rule 15¢3-3(k)(2)(1).

Cash

The Company considers all highly liquid investments with a
maturity of three months or less to be cash. Cash is invested in a
money market fund, which invests in Treasury obligations. Cash,
at February 28, 2005, was held in the custody of one financial
institution. At times, the balances may exceed federally insured
limits. The Company mitigates this risk by depositing funds with
a major financial institution. The Company has not experienced
any losses in such account, and believes that it is not exposed to
any significant credit risk.



Commonwealth Capital Securities Corp.

Notes to Financial Statements

1. Organizétion Commission/Broker Expense
and, ‘ ‘
Significant Selling commissions are 8% of the partners’ contributed capital
Accounting and dealer manager fees are 1% of the partners’ contributed

Policies (continued) capital. These costs have been deducted in the accompanying
financial statements.

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 amounts reported
in the financial statements and accompanying notes. Actual results
could differ from these estimates.

Income Taxes
The Company accounts for income taxes under the provisions of

Statement of Financial Accounting Standard No. 109, Accounting
for Income Taxes.

2. Transacﬁ‘ons Commission Revenue and Brokerage Fee Expense
with Related
Parties The Company recognizes commission revenue and brokerage fee

expense on an accrual basis based on the trade date of the
underlying customer transactions.

The Company earns commission revenue of approximately 10%
on sales of limited partnership units. The commission revenue for
the year ended February 28, 2005 related to Commonwealth
Income and Growth Private Fund [, an affiliated partnership.




Commonwealth Capital Securities Corp.

Notes to Financial Statements

2. Transactions Expenses
with Related
Parties (continued) The Parent reimburses the Company for certain expenses paid by
- the Company. For the year ended February 28, 2005, the Parent
reimbursed $5,000 to the Company. In addition, expenses incurred
by the Parent in connection with the administration and operation
of the Company may not be reimbursed directly to the Parent. The
operating results or financial condition of the Company may have
been significantly different had the companies been autonomous.

Receivables from Affiliates

'At February 28, 2005, the Company has aggregate receivables
from affiliates in the amount of $37,122, which consist of amounts
due from Commonwealth Income and Growth Private Fund I
(834,000) and other affiliates ($3,122). The amount due from
Commonwealth Income and Growth Private Fund I was fully
collected on March 1, 2005.

3. Reguiatory Net The Company is subject to the net capital rules of the Securities
Capital and Exchange Commission Uniform Net Capital Rule (Rule
Requirements 15¢3-1), which requires the maintenance of minimum regulatory

net capital and requires that the ratio of aggregate indebtedness to
regulatory net capital, both as defined, shall not exceed 15-to-1.
At February 28, 2005, the Company’s regulatory net capital,
required regulatory net capital, and ratio of aggregate indebtedness
to regulatory net capital were as follows:

Regulatory net capital $ 83,380
Required regulatory net capital $ 5,000
Ratio of aggregate indebtedness to regulatory

net capital 0.7-to-1



Commonwealth Capital Securities Corp.

Notes to Financial Statements

4. Income Taxes The Company is a member of a consolidated group for federal
' ‘ ‘ income tax purposes and files as a separate entity for state income
tax purposes. Income taxes have been provided as though the
Company were a taxpaying entity separate from the consolidated
group of which it is a member.

The provision for income taxes for the year ended February 28,
2005 consists of current income taxes, and has been calculated
using current statutory rates. Additionally, the current income tax
provision for the year ended February 28, 2005 has been reduced
by the net operating loss carryforward of $38,000, allocated to the
Company from prior years. .

- 8. Capital During the year ended February 28, 2005, the Company returned

Distributions . contributed capital to its Parent in the form of distributions in the
amount of $9,360.
10
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Commonwealth Capital Securities Corp.

Computation of Net Capital under Rule 15¢3-1
o

February 28, | 2005
Net capital :
Total stockholder’s equity from statement of financial condition $ 99,043

Deductions and/or charges
Non-allowable assets

‘Prepaid expenses 12,541
Receivable from affiliates 3,122
Total non-allowable assets ) 15,663
Regulatory net capital | $ 83,380

Cofnputation of Basic Regulatory Net Capital Requirement

Minimum ’regulatory net capital required $ 5,000
Excess r_egulatory net capital $ 78,380

Computation of aggregate indebtedness

Acc\r‘ued‘ exp‘enses § 47250
Accrued income taxes 11,000
Age re;gate indebfedness S 58,250
Ratio of agg -egate indebtedness to regulatory net capital ' 0.7-to-1
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Commonwealth Capital Securities Corp.

Reconciliation of the Computation
of Net Capital under Rule 15¢3-1

February 28, 2005

Total Stockholder’s equity according to Form X-17A-5 $ 110,043
Audit adjustment — provision for income taxes (11,000)
Total Stockholder’s equity according to the audited financial statements $ 99,043

Reconciliation with Company’s computation (included in Part II of form X-
17A-5 as of February 28, 2005

Net capital, as reported in Company’s Part II FOCUS Report (Unaudited) $ 94,380
Audit adjustment — provision for income taxes ' : (11,000)
Net capital according to audited financial statements $ 83,380

12



Commbnwealth Capital Securities Corp.

Statement Regarding SEC Rule 15¢3-3

February 28, 2005

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission under
paragraph (k)(2)(i) of that Rule.

13
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Report on Internal Accounting
Control Required by SEC Rule 17a-5

The Boﬁrd of Directors
Commonwealth Capital Securities Corp.
Clearwater, Florida

In planning ‘and performing our audit of the financial statements of Commonwealth
Capital Security Corp. (“Company”) for the year ended February 28, 2005, we considered its
internal control 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 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
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 and net
capital under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
rule 15¢3-3(e). - We did not review the practices and procedures followed by the Company in
making the quarterly securities examinations, counts, verifications and comparisons, and the
recordation of differences required by Rule 17a-13, in 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, or in obtaining and maintaining physical possession or
control of all fully paid and excess margin securities of customers as required by rule 15¢3-3,
since the Company does not carry security accounts for customers or perform custodial functions
relating to customer securities.

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 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. |

14
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The Board of Directors
Commonwealth Capital Securities Corp.

PLANM PERTORM. PROSFER

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 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 February 28, 2005 to meet the SEC's
objectives. .. ' '

This report is intended solely for the use of the Board of Directors’, management, the
National Association of Securities Dealers, Inc., the SEC and other regulatory agencies which
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.
AJV\, <4 W} O{ﬂ. .

ASHER & COMPANY, Ltd.

Philadelphia, Pennsylvania
April 11, 2005
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