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OATH OR AFFIRMATION

I w F fn% , swear (or affirm) that, to the best of

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

, as
of JT/ C 7/ 2 8 ,200 S_ , 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:

\.’
= N N m &/‘/Q
CKRISTA L Eczﬁ Slgnature
ommission g 1331114
Notary Public - California 2 0 50 fﬂf/ d;’,
Crange County Title
A= 'rasDecm,zoo_r,
/ﬁ?)tary Pubtic
““This report ** contains (check all applicable boxes): -

BY (a) Facing Page.
B¢ (b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
BY (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
0O ¢ Statement of Changes in Liabilities Subordinated to Claims of Creditors.
B¥ (¢) Computation of Net Capital.
Kl (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(j) 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.
&' (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of _
consolidation.
(1) An Oath or Affirmation.

I (m) A copy of the SIPC Supplemental Report. i
[J (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the prev1ous audit®

¥*For conditions of confidential treatment of certain portions-of this filing, see section 240.17a-5(e}(3).
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WALTER C. OTTO AND ASSCCIATES
CERTIFIED PUBLIC ACCOUNTANTS, INC

INDEPENDENT AUDITORS REPORT

Board of Directors

Califomia Fina Group, Inc.

DBA Finacorp Securities and
Tradebonds.com

Newport Beach, California

We have audited the accompanying comparetive balance shess of Califomia Fina
Group, Inc., dba Finacorp Securities and Tradebonds.cam ((he Corporalion) es of
December 31, 2004 and 2003, and the relaied slalements of income, changes in

- stockholders’ equity, and cash flows for the yoars @ien ended that the Cenperalion is Ming
pursuant to rule 17a-5 under the Securitiss Exchenga Act of 1984, Thees frendlel
statements are the responsibility of the Coporalion’s menggement. Qur responsiciity ie
to express an opinion on these firancial steioments based en our gudil.

We conducted our audit in accerdance with suditng standerds genserally eccepled in e
United States of America. Those standerds require het we plen end perlerm the audll to
obtain reasonable assurance about whather (he inansial setements ase free of materiel
misstatements. An audit includes exemining, on 2 (est besis, evidence supponling (Re
amounts and disclosures in the financial stialements. An autit 2leo includes assassing
the accounting principles used and significen? estimates made by mansgement, as wall
as evaluating the overall financial siatement presentalion. We believe thet our sud
provides a reasonable basis for our epinion.

In our cpinion, the financlal stztements relarmed (o above present feidy, in &ll matertsl
respects, the financia! condition of Califemia Fine Group, Ine. gs of Cecember 31, 2004
and 2008, and the recuits of iis cperations and Xs cash flows for §e years then endad In
conformily with ecoounting principles generally eccepted in the Uniled Stetes of America.

9809 Dovo Sroct, Suio 208 ° Newpen Bordh, CA 82880
Frone: (849) 767-0909 ° COACKELLA VALLEY (76D) 773-8080 ° Fox (948) 757-0151 Ema




Walter C. Otio and Associates
Certified Public Accountants, Inc.

Board of Directors
California Fina Group, int.

Independent Auditors’ Report
Page 2 of 2

Our audit was conducted for the purpose of forming an opinien on the basic financial
statements taken as a whole. The information contgined in Schedules | - IV is presenied
for purposes of additional analysis and is not @ reguired par of the basic finencial
statements, but is supplementary information reguired by e 172-5 under the Sesurites
Exchange Act of 1934. Such information has been sublzgled lo the auditing procedures
applied in the audit of the basic financial stglemenis end, in cur opinion, is faily eeted n
all material respects in refation to the besis finzncia) sletemants teken as @ wihele.

Walter C. Otto and Associates
Certified Public Accountants, inc.

February 15, 2005




CALIFORNIA FINA GROUP, INC.
DBA FINACORP SECURITIES AND TRADZBONDS.COM
COMPARATIVE BALANCE SHEETS
DECEMBER 31, 2004 AND 2003

2004 2003
ASSETS } B
Current Assets
Cash 8 19,921 $ 487
Accounts receivabie - 38,787
Commissions receivable 6,439 102,814
Total current assets 18,380 140,088
Property and Equipment
Computer equipment 205,818 154,487
Office equipment 27,771 23,015
Office furniture 36,385 36,385
L.ess accumulated depreciation (105,869) {78,777)
Net property and equipment 164,105 135,190
Other Assets
Research and development 454,989 378,476
Deposit with clearing firm 104,928 180,723
Prepaid expenses and rent deposit 14,369 35,875
Total other assets 574,278 515,247
Total assets § 758,743 § 790425
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Accounts payable $ 46888 § 119,939
Accrued payroll 7,644 -
Accrued taxes 3,304 2,598
Loan payable-bank 11,724 11,724
Total current liabilities 69,570 133,453
Long Term Lizbilities
Loan payable, bank 5,883 16.6119
Tota) Liebilitiazs 75,433 150,084
Shareholders’ Equity
Capital slock 53,897 53,897
Additiona) paid-in-capital 1,290,653 507,265
Retained earnings (683,240) 79,199
Total sharsholders’ equity 681,390 640,361

Totz! liabillties and sharsholders’ eguity §_ 788743 § 790425

See accompenying notes and accouniants’ repont
-3-




CALIFORNIA FINA GROUP, INC.
DBA FINACORP SECURITIES AND TRADEBCNDS.COM
COMPARATIVE STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

2004 2003
Revenue

Cominissions and fees S 2444725 $ 3,760,479
Other income 2,956 1,954

Total revenue 2447689 3,762,425

Operating Expenses

Advertising 14,442 18,451
Automobile expense 19,033 8,704
Bank charges 11,359 7,855
Brokers' commissions 1,237,860 9,408,177
Consulting fees 8,750 2,543
Contributions 4,730 5,957
Depreciation 27,091 29,389
Dues and subscriptions 162,075 137,321
Equipment rental 14,817 38,589
insurance 891 2,288
Interest expense 20,923 2,208
Miscellaneous 44 894 44,595
Office expense 25,613 22,048
Payroli taxes and empioyee benefits 124,443 133,437
Postage and delivery 7.694 8,021
Printing and reproduction 4,837 3,766
Professional feas 72,385 170,245
Registration fees 44,839 42,237
Rent 187,323 134,847
Repairs and maintenance 19,338 12,788
Salaries and wages 1,014,043 1,383,730
Taxnes and licanses 2,880 1,673
Telephone 61,784 £8,262
Travel and enterainment 70,235 56,588

Totz! operaling expenses 3,189,320 3,739,437
Nat incoms (foes) belfore prevision for taxes: {741.839) 30,888
Provision for fedarsl income tax - -
Provision for stale franchise lan 800 2,588
Net income (loss) S (742439)% 28,380

See ascompanying notes and aceountants’ repost
-4
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CALIFORNIA FINA GROUP, INC.

DBA FINACORP SECURITIES AND TRADEBONDS.COM
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

Cash flows from operating activities:

Net income / {loss) S

Adjustments to reconcile net income fo net cash
provided by operating activities:
Depreciation
(Increcase)decrease in assets:
Deposit with clearing firm
Accounts receivable
Commiscions receivable
Other assets
Increase{decrease) in liabilities:
Accounts payable
Loan payable
Accrued payrolt
Accrued tax liability
Total adjustments

Net cash used for operating activities

Cash flows applied to invesling activities
Purchase of property and equipment

Cash flows from capital and reiated financing activilies
Capital stock

Net increase (decrease) in cash

Cash at beginning of year

Cash at end of year 8
Adoitional disclosurs of
Cash expanded for interest : - )
Cash expendad for income tax:
Celifornia Franchise lax $

2004 2003
(742.439) § 28,380
27,001 29,389
14,132) (253)
38,787 (3,740)
98,375 30,502
(54,890) (83,678)
(72,233) 40,613
(10,755) (14,725)
7,844 (6,700)
705 (205)
26,502 [13,788)
(715,247) 14,602
(58,087) (34.408)
783,388 .
19,454 (19,804)
487 20,271
19821 S 487
20923 2,208
800 §__ 2,598

See accompanying m@ﬂ@s and acceuniants’ report




CALIFORNIA FINA GROURP, INGC.
DBA FINACORP SECURITIES AND TRADEBONDS.COM
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization - California Fina Group, Inc., DBA Finacorp Securities and

Tradebonds.com (the Corporation) was organized under the laws of the State of
California on July 13, 1994. The Corporation is a broker<tealer, registered with the
Securities and Exchange Commission (SEC) and is @ member of the Netiona! Asscuislion
of Securities Dealers (NASD). As an intreduging broker, the Corporation doss not hold
customer funds or securiiies.

California Fina Group, inc., DBA Finacorp Securities and Tredebonds.com is @ full service
broker dealer iocusing prirnarily on fixad income securities. The fiem has developed
several internal systems as well as external websiles (www.liredabonds.com,
www.finacorp.com) that facilitate the process of bading, sowrcing and managing bonds.

Its customer base is comprised of institutions located both domestically and ofishore, as
well as some high net worth individuzls.

The Corporation conducts most of its busingss as an introducing broker on a risikiass
basis, processing all customer orders through clearing firms. Cuglomers are located
nationwide. Corporate headquarters are located in Newport Beach, California with
Branch offices in New York, Boston, and Braz)l. ’

Basis of Accounting - The financig! staloments gse presented on the accrual basis of
accounting.

Tax Status ~The Corporation is a Sc@rp@ﬁa@ém ard pays no federal income taxss and
pays California franchise taxes at corpergle rates for S corgorations, Individual
shareholders pay their proporticnate share of laxes as reported on comporate income.

Depreciation Methed - Office fumilure and equipment are valusd &t cost and are

depreciated over thelr estimated uselul lves of five lo seven years using the straight line

methed. The cost of computer eguipment is depresiated over an eslimated useiul ife of
-three years using the straight ling melhod.

COMMISSIONS RECEVABLE

Recsivebles from cuslomers censist of commissicns dus the Corporation. All recaivables
gre current and deemsd collectible by management.

CASH AND CASK EQUIVALENTS
- The Corporation considers il highly liquid investments with an original maturity of three
months or less to be cash eguivalents. At this date gend during the years ended

Decambsr 31, 2004 ang 2003, funds deposited did not exceed the amount covered by
the Federal Deposit Insurance Corparalion.

-7




CALIFORNIA FINA GROUP, INC.
DBA FINACORP SECURITIES AND TRADEBONDS.COM
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

LOANS PAYABIE

Bank of the West loan, wilh a maturily date of April 2, 2005. Interest is at 3.75 percent
per annum over the bank prime rate. The rate gs of December 31, 2004 was 7.75
percent and the maximum loan amount was $17,527. The December 31, 2603 balance
was $28,335. Payments are $1,165 per month principal and interest. Future loan
payments for the years ending December 31 are:

2005 $11.724
2006 § 5883

SUBORDINATED BORROWINGS
No subordinated liabilities existed at any time during the years audited.
COMMON STOCK

On May 16, 2000, The Corporation's Board of Direclors end Corgorate Shareholders
approved a 40 to 1 stock split of coramon sted, effective July, 11, 2000. The current
number of authorized shares of common slock is 40,000,000, There are 21,897,034 of
no par value stock issued and outstanding as of December 31, 2004.

COMMITMENTS

Office Space - The Corporation icases office space in Newpor Beach, Celifornia. The
term of the lease has been extended lo December 31, 2004. As included undar Other
Assets, a refundable security deposit of 38,781 was paid.

The rent for the period January 1, 2002 to Daecember 39, 2003 was $10,739 per month;
froms January 1, 2004, to Deceamber 37, 2004, The rent is $91,182 per month. The lease
is now on & month (o month basis end may be terminated ugon 30 days written notice.

AGREEMENTS

The company has entered into Registersd Represenative and OSJ Menager agreemants
with three individuels localed in New York, Boston, and Brazll. The zgreement calls for
each represeniative (o be considared an employes and lo be responsible for the entire
cost of mzintaining thelr respactive offices. The representzlives egree that they have no
gulhorily to make contects on behell of the company or (o held themselves out to any
third perties s heving authority fo act as an agent of the Corporation. The term of the
agreaments are for twelve months with an aulomatic rengwal for twelve months unless
nolificetion is given by e parly no less than iy days prior to the eng of the term. The
ggreament may be lerminated by ither party, withowl cause, ugon thirly days written
nolice.

-8~




WALTER C. OTTO AND ASSOCIATES
CERTIFIED PUBLIC ACCCUNTANTS, INC.

INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY
INFORMATION REQUIRED BY RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

Board of Directors

California Fina Group, Inc.

DBA Finacorp Securities and Tradebonds.com
Newporl Beach, California

We have audited the accompanying financial statements of California Fina Group, inc.,
dba Finacorp Securities and Tradebonds.com as of and for he year encsd December 39,
2004, and have issued our report thereon dated Februzry 18, 2005. Cur audil was
conducted for the purpose of forming an opinion en the basie financlel statements taken
as a whole. The information contained in Schedule [ s presented for purposes of
additional analysis and is not 2 reguired part of the basic fnanclal stelements, but is
supplementary information required by rule 172-5 under (he Securiliss Exchange Ad of
1934. Such information has been subjscied to the auditing procedures applied in our
audit of the basic financial statements and, in our ¢pinion, is faidy slated in all malerial
respects in refation to the basic financial siatemenis taken as 2 whele.

Walter C. Otto and Associates
Certified Public Accountants, irc.

February 15, 2003

' 1601 Dovo Straat, Sulle 200 » Nowpan Booth, CA 82650
Frona: (848) 757-0909 - COACKELLA VALLEY (787) 775-3930 - Fax (848) 757-0151 Email
welorolioMebaniodlas
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WALTER C. OTTO AND ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS, INC.

Board of Direclors

California Fina Group, inc.

DBA Finacorp Securities and Tradsbonds.com
Newport Beach, California

In planning and performing our audit of the fnanciel steftements and supplemental
schedules of California Fina Group, nc., dba Finacomp Securities end Tradebonds.com
(The Corporation) for the year ended December 3%, 2004, we considered s intemal
control structure, including procedures for safeguarding securities, in order to detenmine
our auditing procedures for the purpose of eupressing our apinion on the fnancial
stateiments and not to provide assurance on the internal control slrugiure.

Also, as required by rule 17a-5(g}{1) of the Seouriies end Exchange Commission (SEC),
we have made a study of the praclices and proczdures followed by The Comporation
including tests of such practices and procedures that we considersd relevant to (ke
objectives stated in rule 17a-3(g) in making the paricdlc compulations of aggregate
indebtedness (or aggregate debits) and net czpiis! under rule 97a-3(@)(11) and for
determining compliance with the exemplive provisions of rule 18¢3-3. Because The
Corporation does not carry securifies aceoumts for customess er perorm custedial
functions relating to customer securities, we did net review the praclices and procadures
followed by The Corporation in any of the following:

1. Performance of quarterly securities examinglions, counts, verifications, and
comparisons;

2.  Recordation of differences required by rule 172-13; o,

3. Compliance with the reguirements for prompt payment for securities under Section
8 of Federal Resave Regulation T of the Bozrd of Covemors of the Federal
Reserve Systam.

Toe manzgement of The Cemporalien is responsitie for establishing and maintaining an
internal contro! struciure and the pragices and procedures referred {o in the preceding
pawsgreph. In Wifilling this responsibiity, estimates and judgments by management are
reguired fo ascess the expeciad benefils and related cosls of intemal control structure
policies end procedures and of the praciioss and procedures refered to in the preceding
paregragh and fo asesss whsther those praclices and procsdures can be expected to
echisve the SECs shove-meniioned objaciives. Two of the chjectives of an internal
control structure and the praclices and procsdures are to provide management with
reasonable byt nol zbeolite assurence fhetl assels for which The Corporation has
responsibifly ere sgfeguardes ageinst loss rom unsuthorized use or disposition and that

1601 Dovo e, Suls E08 « Miowped Rocgh, A €28E0
Pasaz: (048) 7870101 - COASHEA YALLEY (7S) 7783280 - P (£48) 757-018% Emed) waligroto@sbealobal.net
=92 <




CALIFORMNIA FINA GRCUPR, INC.
DBA FINACORP SECURITIES AND TRADEBONDS.COM
NOTES TO FINANCIAL STATEMENTS
FCOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

USE OF ESTIMATES N THE PREPARATION OF FINANCIAL STATEMENTS

The preparation of financial statements in conform’ly with gererally accepled accounting
principies requires management to make eslimates and assumplions that affect the
reported amounts of assets and liabilities and disdosure of conlingent assels and
liabilities at the date of the financial statements and the reporied amounts of revenues
and expenses during the reporting pericd. Actual results could differ from those
estimates.

RISK MANAGEMENT

California Fina Group, Inc. is exposed o various rsks of loss related to torts; theft of,
damage of, and destruction of assets; arors and cmissions, injuries to employees and
natural disasters. Commercial insurance is caried (o provide for these risks.

NET CAPITAL REQUIREMENTS

The Corporation is subject to the Sesurities and Exchange Commission Uniferm Net
Capital Rule (SEC rule 15¢3-1), which requires the meintenance of minimum net capital
and requires that the ratio of aggregale indebledness o nel capiel shell not excesd 15 o
1. The Corporation must also maintzin 2 minimum net capitel of not less than the gresler
of $5.000 or 6 2/3 percent of aggregais indebledness. At December 31, 2004, the
Corporation had net capital of 841,416 which was $36,418 in excess of ils required net
capital of $5.000. The Corporation's net capite! ratio was 1.7681 to 9.

LITIGATION

Robert L. Herrin et al v. Finacorp Securities, Inc. was sellled. The sslilement, including
terms and conditions, is subject to a confidentielity agreement. The Claimant dismissed
this tawsuit on January 7, 2005, )




CALIFORNIA FINA GROUR, ING.

DBA FINACORP SECURITIES AND TRADEBONDS.COM
COMPUTATICON OF NET CAPITAL UNDER RULE 156¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2004

SCHEDULE |
Net Capital:
Total stockholders' equity
Deduction of Nonaliowable Assets:
Accounts receivable
Equipment and furniture, net |
Research and development
Prepaid expenses and rent dep@smz
Net capital
Aggregate Indebtedness:
Accounts payable, loans and accm@d}@xp@hé@g
Total aggregate indebtedness
Computation of Bésic Net Capitai Reguirament:

Minimum net capital required -
8 2/3% of totel aggregete indebledness

Minimum net capital reguired
Excess net capiial

Ratio: Asgregats indebiedness to net capilal

See accompanying notes and accountants’ report

49 -

$ 681,310
(6,439)
(164,903)
{484,981)
(14,389)

S 41418
8 73,433
S_____75433
§ 48T
S 5,000
§__ 38416
1.768t0 1




WALTER C. OTTO and ASSOCIATES
Certified Public Accouniants, Ine.

Board of Directers
California Fine Group, inc.
Page 20f2

transactions are executed in acoordance with management's authorizalion and recorded
properly to permit the preparation of financial stalements in accordance wilh generafly
accepted accounting principles. Rule 172-3(g) lisls 2dditonal cbjectives of the practices
and procedures listed in the preceding paragraph.

Because of inherent timitations in any intemal control structure or the praclices and
procedures referred to above, errors or ireguleriies may cccur and not be delecied.
Also, projection of any evaluation of tham fo future periods is subject lo the sigk that they
may become inadequate becauss of changes in conditions or thet the effectivensss of
their design and oparation may deleriorate.

Our consideration of the intemal control stucture would nel necessarlly disclose all
matters in the intemal control stuclure that might be melerdal weaknesses under
standards established by the American Insiitule of Cerlified Public Accountants. A
material weakness is a condition in whigh the design o7 operation of the specific internal
control structure elements does not reduce to a rlatively low level the risk that errors of
iregularities in amounts that would be materz! o the fnancial slatements being auditsd
may occur and not be detected within a timely peried by employezs in the normal course
of performing their assigned functions. However, we noted no mallers veolving the
internal control structure, including procedures for safeguarding securilies, hat we
consider to be material weaknesses as defined abova.

We understand that practices and procsdures that accomplish the cbjsctives refered lo
in the second paragraph of this repost are considered by the SEC fo be adequale for s
purposes in accordance with the Securilies Exchange A of 1934 and relaled
regulations, and that practices and procedures that do net accomplish such objectives in
all material respects indicate a material inedeguzsy for such pumpesss. Based on this
understanding and on our study, wa befave het The Corporalion's practices and
procedures were edequate 2t December 31, 2004, to meet the SEC’s ebjectives.

This report is intended solely for the use of the Beard of Direclors, management, the
SEC, National Assecistion of Securities Laalzrs, and clher regulaiory agencies that rely
on nfe 972-8g) under the Securliss Exchange AR of 1934 in their regulation of
registered brokers and dealers, and should not be used for any other purpose.

Walter C. Oto and Assecietes
Cenlified Public Accouniants, Ing.

7

Febmusry 15, 2005
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CALIFORNIA FifNa GROUP, €.

Schedule il - Computation for Delermingtion of Reserve
Requirements Pursuam? o Rufs 18633
As of Decembor 3%, 2004

A computation of reserve requiremeant is not gpplicable to Celifomia Fina Group, Inc as
the Company qualifies for exempticn under Rule 1663-3 {k}{2){i).
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CALIFORNIA FilA GROUPR, [KC.
Sehedule IV - Information Relating fo Possession er Control
Requirements Undar Rufs 152383
As of Decembar 39, 2004

information relating to possession or coniro! reguiremenls is nol epplicable lo Califomia
Fina Group, in¢ as the Company gualifies for exemplien undser Rule 18¢3-3 (R)2){H).
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