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OATH OR AFFIRMATION

I, Thomas J. Jennings , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Commerce One Financial. Inc. , as

of September 30 ,20_05 | 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:

S
=

President/CEO
Title

M EW TANNENBAUM
ary Pubhc,ﬂt Sétg;% gg New York
. No.

Notary Public Qua'ified in Nassau County
Commission Expires May 13,

’%{s report ** contains (check all applicable boxes):
@//;) Facing Page.

(b) Statement of Financial Condition.

¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.
(e)

(8)

|

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
0 Statement of Changes in Liabilities Subordinated to Claims of Creditors.
Computation of Net Capital.
(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,
B/) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the

AN

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.

g/%m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Israeloff, Trattner & Co. PC. R

CERTIFIED PUBLIC ACCOUNTANTS - FINANCIAL CONSULTANTS
1225 Franklin Avenue, Garden City, NY 11530 (516) 240-3300 Fax (516) 240-3310 www.israeloff.com

INDEPENDENT AUDITORS’ REPORT

The Board of Directors of
Commerce One Financial, Inc.

We have audited the accompanying statement of financial condition of Commerce One
Financial, Inc. (the Company), as of September 30, 2005, and the related statements of
operations, changes in shareholder’s equity and cash flows for the year then ended that you
are filing pursuant to rule 17a-5 under 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 Commerce One Financial, Inc. at September 30, 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 conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in the additional schedules 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
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.

Jowdgp, Pattice ¢ G, PC

Garden City, New York
November 4, 2005

A WORLOWIDE NETWORK OF INDEPENDENT FIRMS

Hauppauge, New York
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COMMERCE ONE FINANCIAL INC.
STATEMENT OF FINANCIAL CONDITION
FOR THE YEAR ENDED 'SEPTEMBER 30, 2005

ASSETS
Cash (Note 2) $ 164,908
Receivables from clearing organization (Note 2 and 3) 464,298
Property and equipment - net of accumulated depreciation
of $ 99,485 (Notes 2 and 4) 42,950
Security deposit and other assets 36,911

Total Assets

LIABILITIES AND SHAREHOLDER'S EQUITY

Liabilities _
Accounts payable and accrued expenses $ 517,925
Income taxes payable (Note 2 and 7) 1,834

Total Liabilities
COMMITMENTS AND CONTINGENCIES (Note 6)

Shareholder's Equity
Common stock, no par value, 200 shares

authorized, 100 shares issued and outstanding 15,000
Paid-in-capital 183,180
Accumulated Deficit (8,872

Total Shareholder's Equity

Total Liabilities and Shareholder's Equity

See accompanying notes to financial statements
0.

$ 709,067

519,759

—189.308

$ 709,067



COMMERCE ONE FINANCIAL INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Income
Commission income (Note 2) $ 3,762,993
interest and other income 274,332
Total income 4,037,325
Expenses
Officer's and employee compensation and benefits $ 2,607,255
General and administrative expenses 901,307
Rent and occupancy 150,934
Clearing and execution 162,067
Communications 137,645
Licenses and registration 26,158
Depreciation 29,905
Total expenses 4,015,271
Income before income taxes 22,054
Income tax expense (Note 7) 26,897
Net Loss $ (4,843)

See accompanying notes to financial statements
-3-



|¢|
syuswiale]s [erpuewly 0} sajou BulAuedwoooe sag

80£'681 $ (zz8'9) ¢ o08l'est ¢ 000Gt $ G002 '0€ joquiaydas - aouejeg
(Eve') (ey8™b) - - SS0| 19N
LS1L'V61L $ (620'P) $ o08L'esl $ 000Gl $ $002 ‘| 18qoJoQ - souejeg
Aunb3 uoyaQg lenden %0013
sJapjoyaleys paje|nwnody ui-pred uowIwIO)
[e1o|

5002 ‘'0€ H3gW31d3S A3ANT Yv3A JHL HOA
ALIND3 SH3ATOHIHVHS NI S3ONVYHO 40 INIW3ILVLS
"ONI TVIONVNI4 3NO 3043WNOD



COMMERCE ONE FINANCIAL INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net
cash provided by operating activities

Depreciation $ 29,905
Deferred taxes 19,116
Changes in assets and liabilities:
Receivable from clearing organization (304,959)
Security deposits and other assets 5,194
Income taxes payable (28,410)
Accounts payable and accrued expenses 407,300

Total adjustments

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of equipment
NET INCREASE IN CASH
CASH AND CASH EQUIVALENTS - BEGINNING
CASH AND CASH EQUIVALENTS - END
SUPPLEMENTAL CASH FLOW INFORMATION

Cash paid during the year for:

Interest

Taxes

See accompanying notes to financial statements
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$ (4,843)

128,146

123,303

(9,488)
113,815

51,093

$ 164,908

$ 40,841



COMMERCE ONE FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 2005

DESCRIPTION OF BUSINESS

Commerce One Financial, Inc. (the “Company”) is a registered securities broker dealer
engaged primarily in the execution of stock transactions for customers. The Company is
a non-clearing broker and does not handle any customer funds or securities. The
Company has offices in Westbury, New York and derives revenue mainly in the form of
commissions from sale of stocks traded on various stock exchanges. The Company
became a member of NASD Regulation, Inc. (‘NASDR”) on January 16, 2000.

SIGNIFICANT ACCOUNTING POLICIES
REVENUE RECOGNITION

The Company records securities transactions and related revenue and expenses on a
trade-date basis.

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 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.

CASH AND CASH EQUIVALENTS

The Company considers cash and all highly liquid instruments with original maturity of
three months or less to be cash equivalents for cash flow statement purposes. The
Company maintains its cash in a bank deposit account which, at times, may exceed
federally insured limits, however, such exposure to loss is considered minimal.

RECEIVABLE FROM CLEARING ORGANIZATION

The Company maintains a brokerage account with a clearing organization through which
all trading transactions are cleared. The receivable and certain cash deposits owned are
with the same organization. The Company is subject to credit risk if the organization is
unable to repay the receivable or return cash deposits in its custody.

PROPERTY, EQUIPMENT AND DEPRECIATION

Property and equipment is stated at cost. Major expenditures for property and those
which substantially increase useful lives are capitalized. Maintenance, repairs, and minor
renewals are expensed as incurred. When assets are retired or otherwise disposed of,
their costs and related accumulated depreciation are removed from the accounts and
resulting gains or losses are included in income. Depreciation is provided by the straight-
line method over the estimated useful lives of the assets.
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COMMERCE ONE FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS
FCR THE YEAR ENDED SEPTEMBER 30, 2005

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
INCOME TAXES

Deferred tax liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases. Deferred tax assets are recognized for future tax
benefits to be derived from the use of net operating losses incurred in prior years.
Deferred tax assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary differences are expected
to be recovered or settled.

ADVERTISING EXPENSE

Advertising costs are expensed as incurred. The Company did not incur any advertising
costs during the year ended September 30, 2005.

RECEIVABLE FROM CLEARING ORGANIZATION

The receivable balance from the clearing organization has not historically required any
write-offs for credit losses and is stated at the amount management expects to collect
from outstanding balances. Based on management’s evaluation of coflectibility, an
allowance for doubtful accounts is not required.

PROPERTY AND EQUIPMENT

Major classes of property and eguipment consist of the following:

estimated useful

life-years
Furniture, fixtures and equipment 5-7 years $ 142,435
Less: Accumulated depreciation 99,485
Net property and equipment $ __ 42950

Depreciation expense for the year ended September 30, 2005 was $29,905.
401 (k ) PROFIT SHARING PLAN

The Company sponsors a 401(k) profit sharing plan that covers all eligible employees.
Under the 401 (k) salary reduction provisions of the plan, employees may elect to defer a
percentage of their compensation, subject to statutory limitations, to their retirement
accounts, which vest immediately. The Company may, at its discretion, make a matching
or a profit sharing contribution. Profit sharing contributions are vested gradually over a
five-year period at the rate of 20% a year. For the fiscal year ended September 30, 2005,
the Company elected to make a matching contribution of $12,307.



COMMERCE CNE FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company leases office facilities under a non-cancelable operating lease on Long
Island. In addition to base rent payments, the Company is liable for real estate taxes and

certain operating expenses.

As of September 30, 2005, the future minimum lease payments under these non-
cancelable leases are as follows:

Year Ended September 30,

2006 $ 188,883
2007 196,438
2008 204,296
2009 212,468
2010 71,742

NASD Arbitration

During the fiscal year ended September 30, 2004, the current shareholder of the
Company was involved in an NASD arbitration due to a dispute with a former
shareholder. The former shareholder alleged causes of action for breach of contract with
no specific claim for damages. The current shareholder instituted a separate NASD
arbitration against the former shareholder detailing allegations of wrongdoing and
specific amounts of damages.

The disputes were fully settled among all parties in April 2005 in favor of the current
shareholder and a settiement was fully paid as of September 2005. The disputes were
settled without financial impact on the Company.

Litigation

During the fiscal year ended September 30, 2005, the Company settled a dispute with a
former employee. The dispute was settled for approximately $223,000 in favor of the
former employee. The Company accrued the liability on its book as of September 30,
2005, and subsequently paid it in October 2005.

In addition, the Company is involved in routine litigation incidental to its business. In the
opinion of management and based on the advice of counsel, the liability, if any, resulting
from these matters, will not be material.
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COMMERCE ONE FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

INCOME TAXES
Components of income taxes expense are as follows:

Deferred:
Federal $ 12,743
State 6,373

19,116
Current:
Federal 3,687

State and local 2,247
5,934

Prior year’s net under accruals 1,847

Total income tax expense $__26.897

As of September 30, 2005, the Company does not have any deferred tax assets or
liabilities. All net operating loss carryforwards were used to offset taxable income during

the fiscal year ended September 30, 2005.
NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s Uniform Net
Capital Rule (Rule 15¢3-1), which requires the Company to maintain minimum dollar net
capital of $5,000. At September 30, 2005, the Company had net capital of $109,447,
which was $75,737 in excess of its required net capital of $33,710. The Company’s ratio

of net capital to aggregate indebtedness is 4.62to 1.



COMMERCE ONE FINANCIAL, INC.
SUPPLEMENTAL INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2005

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

Total ownership equity from the statement of financial condition $ 189,308
Non-allowable assets 79,861

Haircuts on securities -

Net Capital $__ 109447

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital 3 33,710

Minimum dollar net capital requirement $ 5,000

Excess net capital 3 75,737

Excess net capital at 1000% $ 58,884

Ratio: Aggregate indebtedness to net capital _ 4.62to0 1.00
-10-



COMMERCE ONE FINANCIAL, INC.
SUPPLEMENTAL INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2005

POSSESSION OR CONTROL REQUIREMENTS UNDER RULE 15¢3-3

The Company claims exemption from the requirements of Rule 15¢3-3, under Section (k)
(2) (B) of the Rule.

-11-



COMMERCE ONE FINANCIAL, INC.
SUPPLEMENTAL INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2005

RECONCILIATION PURSUANT TO RULE 17a-5(d)(4)

Total ownership equity — October 1, 2004
Net loss for the year ended September 30, 2005
Total ownership equity - September 30, 2005

Less: Non-allowable assets
Haircuts

Audited net capital

Net capital per Focus Report Part lIA
Difference
Additional ac;crued expenses

Income tax liability removed from
non-allowable assets computation

-12-

$

$

194,151
4,843
189,308

79,861

109,447
123,587
14,140

12,306

1,834
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Board of Directors
Commerce One Financial, Inc.

In planning and performing our audit of the financial statements and supplemental schedules
of Commerce One Financial, Inc. (the Company) for the year ended September 30, 2005, 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 (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 and net capital under
Rule 17a-3(a)(11) and for determining.compliance with the exemptive provisions for Rule 15c3-
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 conformity 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 any internal control or the practices and procedures referred
to above, errors 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.

(fiﬂ
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Our consideration of the internal control would not necessatrily 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 are
relatively low level the risk that error or fraud in amounts that would be material in refation 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
September 30, 2005, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, 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.

Lbraidy Plnin 4G, AT

Garden City, New York
November 4, 2005
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