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ACCOUNTANT S AU[DIT REPORT

-~

o 1 have audlted the accompanylng balance sheet of Jeffrey Joslin, dba StockTraders (a
‘sole proprietorship) as of December 31, 2005, and the related statements of income,.
~ cash flows, sole proprietor’s equity,"and changes in liability subordinated to claims of -

general creditors for the twelve months-then ended. These financial statements are the\

“responsibility of StockTraders My responsmlllty is to express an oplmon on these
fmancnal statements based on my audit.

T conducted my audlt in accordance with generally accepted audltmg standards Those

standards require ‘that | plan and perform the audit to obtain reasonable- assurance

f about whether the flnanC|aI statements are free of matenal misstatement. An audit -
- includes examining, on a test basis, evidence supporting the amounts and disclosures

in.the financial statements. An audit also includes assessmg the accounting principles. .

‘used and S|gn|f|cant estimates made by management, as well as evaluating the overall
: fmancral statement presentatlon l beheve that my audrt prowdes a reasonable baS|s for
-my opmlon : ‘ :

"ln my oplnlon the fmancral statements referred to in the flrst paragraph present fa|r|y in
“ all material reéspects, the. financial position of Jeffrey Joslin, dba StockTraders, as of’,

December 31, 2005, and the results-of its operations and the changes in its financial
position for the twelve months then ended in conformlty W|th generally accepted
accountlng pnnmples :

The accompanylng flnanCIaI statements have been prepared soIer from the accounts
of Jeffrey Joslin, and do not include the personal, accounts of the owner or those of any

~ other operations in which: he is engaged Federal taxes on income of the owner are

computed on his total income from all sources accordlngly, no provnsmn for such taxes

GardenGrove CA . " S e,




\

‘ Stook'rraders
Balance Sheet
December 31, 2005 -

Assets

Current Assets , :
. Cash--Checking & Petty Cash
Cash--Advanced Clearing, Inc. (footnote #3)
GE Interest Plus Savings Account
Commissions Receivable
Total Current Assets

Fixed Assets
Furniture and Fixtures (footnote #2)
 Less: Accumulated Depreciation (footnote #5)

$1.150

45,698
104,819
9,182

5451
(5.411)

Totai Fixed Assets

Other Assets

Security Deposit (footnote #4)
Total Other Assets

To‘ta,lf Assets

Liabilities and Owner's Equity.

Curfent Liabilities -

Accounts Payable-
Commissions Payable

735

$247

~ Total Current Liabilities

X ~ Owner's Equity

Capital, Jeffrey Joslin
Draw, Jeffrey Joslin
- Net Income
" Total Owners Eqwty

Total Lnabllltles and Owners Eqwty

‘See Accountant's Audit Repoft ?
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. 1,380

178,675 .
(129,780)
o 1111020 A
159,997 -

$160,849

" 40

735

$161,624

$1,627

' $161,624




StockTraders
Income Statement
For the twelve months endmg December 31, 2005

" 'Revenues _ ) - : :
Commissions (Footnote #6) S $138,811 100.00%
Total Revenues ‘ ' . ' 138,811 100.00%
Expenses ‘ -
Accounting L 5 T 1,930 1.39%
Advertising - ‘ o : : ‘ 3,241 2.33%
~ Client Default = ;. o . .32 0.02%
‘Commissions Expense ‘ ‘ 18,170 13.09%.
Depreciation (footnote #5) ‘ - 26 0.02%
Dues & Fees. ' : - 1,821 1.31%
Insurance : - . 5504 3.97%
Miscellaneous I I L . 45 - - 003%
Postage ‘ o \ 169 0.12%.
Rent (footnote #4) o 8,466 6.10%
~ Supplies , , o : 244 - 0.18%
Telephone . o o : 2,889 2.08%
Total Expenses ) 42537 - 3064% @ .
Income from Operations o - . 96,274 69.36%
Other Income (Loss) o o .
Interest and Dividend Income . . 5,765 © 4.15%
. Capital Gain, Sale of Stocks , ‘ _ 9,063 .6.53%
S : : : 14,828 10.68%
Net Income | . - $111,102 80.04%

See Accountant's Audit Re'poﬁ
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StockTraders
Statement of Owner's Equity
December 31, 2005 -,
Begihning Owner's Equity
Adjustments to Owner's Equity
Net Income -

Personal Draws -

Ending Own‘e‘r's Equity

See Accountant's Audit Report -

v‘_4_‘

$178,675

111,102
' (129,780)

. $150007



B StockTraders
, , "Statement of Cash Flows g
For the twelve months ended December 31 2005

~ -Cash flows from operatmg act|V|t|es

Net income
- Adjustments to reconcule net income to net cash
proylded by operating activities:

Depreciation , . R 826

Decrease in accounts payable ’ : , - (180)

Decrease in commissions receivable 4913

Total adjustments
Net cash provided by operatmg activities

Cash flows from |nvest|ng act|V|t|es , . :
. Interest and Dividend Income . S ‘ 5,765

Sale of Investment Stock: B o 0,063

Net cash used in investing activities -

" Cash flows from financing activities:

Less: Owner's draw - - R © . (129,780)
Net cash provnded by or used in fmancmg activities

" Net decrease in cash and cash equwalents
Cash and cash equuvalents at beglnnlng of year

Cash and cash equwalents at end of. year

See AccoUntant’s Audit Repcrt‘

$96,274

4759

7101,033

14,828

(129,780) -

(13,919)

165586

. $151.667



StoékTraders '

Statement of Changes in LiabiIities“Sub'ordinatedA

to Claims of General Creditors
'December 31, 2005

Subordinated liabilities at December 31, 2005

Subordinated to claims of g’eneraln _crfédito’rs dUring 2005

 Liabilities subordinated to claims of general creditors
at December 31, 2005 -

See Accountant's Audit Report -
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' StockTraders
Notes to Financial Statements
- December 31, 2005

Note 1. BACKGROUND ‘

. Jeffrey Joslin, dba StockTraders (a sole proprretorshrp) is an intr'o"ducing brokerage
- company in Huntington Beach; California, which started operations on June 1, 1995.
‘Introducing broker/dealers place all transactions through other registered

broker/dealers, fully disclosing all of its customer accounts to the clearing firm; and

. does not clear transactions nor carry customer accounts. Clearing brokers, are

responsible for holding the securities of the customer and for furnlshlng customers ‘
with statements regardmg their accounts : :

- StockTraders is reglstered with the SEC (Secuntres & Exchange Comm|s3|on) NASD

(National Association of Stock Dealers), SIPC (Securities Investor Protection
Corporatlon) and with the State of. Callfornla Department of Corporations.

: Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The company marntarns its books on the accrual method of accountrng recognrzrng

“income when earned and ‘expenses when mcurred

 The cost of property and equrpment are stated at cost. Deprecratron for. frnancral

statement purposes is computed on the straight-line basis over the estimated useful
lives of the assets, rangmg from flve to seven years (see footnote 5). .

’,Note 3. CASH AND CASH EQUIVALENTS

Pursuant to contract terms between StockTraders and Advanced Clearmg Inc. (a
clearing broker), a minimum balancé of $15,000 must be maintained in Stocktrader's

* Advanced Clearing, Inc. cash accounts at all times. The minimum balance is subject

to change ‘at the discretion of Advanced Clearing, Inc. based upon StockTraders sales -
volume; business mix, or other risks. Upon termination of the relationship, funds will

| _be released to StockTraders after all account deblts and I|ab|I|t|es are satisfied..

s

- Funds in the money market account are shown at cost, WhICh appr_oxmates market.

value. Money market funds are mutual funds whose underlying securities are very
short-term money market instruments invested in private or government securities that
are highly liquid and low: risk. Money market funds are not federally insured.

r Note 4. SECURITY DEPOSITIOFFICE LEASE

. The $735 security deposrt wnl be returned to StockTraders upon termination of the
~ office lease per agreement between lessor and lesee. Lease payments are $709 per

month, with seventeen months remaining on the lease. The total contingent liability for

the remarnrng Iease is $$8,508 for 2006, and $3, 545 for 2007

See Accountant's Audit Report

-z-'
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‘ Stockaaders ‘
Notes to Financial Statements
December. 31, 2005
Note 5. DEPRECIATION -

Depreciation for the year amounted to $26.

Estimated
' , . _ Useful Life - Cost
Computer Equipment - 5 - $3,151
Furniture & Equipment IR 7 ' o '2:,300 :
~ Total I ' 5,451
Less Accumulated DepreCIatlon : ‘ (5,411
Fixed assets net of accumulated deprematnon ‘ $ 40

Note 6. COMMISSIONS EARNED

All trading commissions are received through clearing brokers (see footnote 1). Net
commission checks are received after clearing, execution and o&her fees have been

deducted by the clearing broker.

"Note 7. CAPITALIZATION RE‘QUIREM'_ENTS‘ ‘

 Brokers or dealers who introduce customer accounts (introducing brokers) are

required to maintain net capital of $50,000 during the period that they engagein the

. sale of securities. The NASD under SEC Rule 17a-11 places an additional -

requirement on its members requiring capitalization at 120% of the minimum net .
capitalization req'uirement, or $60,000. StockTraders net capital at December 31, 2005

- of $150,517 was in compliance with the minimum net capitalization requirements. For
. a detailed analysis of net capital, see Supplemental Schedule #1 which is a part of
these audited fmanmal statements. :

See Accbuntant's Audit -R‘eport |
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" February 24,2006 .

Cortificd Public Accorsdant - |

1 7842 Valley View Street, Suite 206
’ Garden Grove, CA 92845

. Tel: (714) 898-3052

Fax (714) 898-2682

E Mall coxcpa@earthhnk net °

ACCOUNTANT’S AUDI'ﬂ' REPORT ON SUPPLEMENTARY INFORMATION

The accompanymg supp!ementary mformatuon contalned in the foIIowmg pages is

L presented for purposes of additional. anaIyS|s and-has been subjected to the same

inquiries and analytical’ procedures applied in the audlt of the basic financial -

. statements. All information contained therein is the responsibility of StockTraders. In
Comy oprmon the schedules present fairly; in all material respects, the compliance with

/ ements by StockTraders as of December 31, 2005

Garden Grove,_ CA“»V




Less: nonaIIowabIe assets

‘Tent_ative net capital

Net capital

-StockT\radérs o
. Supplemental Schedule #1
December 31, 2005

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

Totalassets . . - $161624
Less total liabilities. . I (1,627)

Total. net worth N

Total available capltal

Furniture & flxtures (net of accumulated ' S 40
depreciation) ) : A _

'Security deposit S I - 735
Total nonallowable assets ‘

Less haircuts on allowable assets

~ See Accountant's Audit Report

"'-10_’\-‘

$159,997

159,997

775
159,222
0

$159,222



StockTraders ‘
Supplemental Schedule #2
December 31 2005
RECONCILIATION OF COMPUTATION OF NET CAPITAL

There were no material differences between the amount appearmg on StockTraders'
PTIIA December 31, 2005 filing statement and the net capital calculated for the

vaudlted fmanmal statements as of December 31, 2005

' See Accountant’s Audit Report e
1. o \
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, StockTraders .
Supplemental Schedule #3
- December 31, 2005

SPECIAL RESERVE BANK ACCOUNT

‘ StoCkTradérs is éxempt from the 15c3-3 provisions under paragraph K-2-ii which

requires non-clearing fully disclosed broker/dealers to fund a special reserve bank
account to meet possible future claims in the event of a company’s liquidation. -

o See Accountant's Audit‘Report

S92




StockTraders -
Supplemental Schedu|e #4
December 31, 2005 ‘

STATUS OF MEMBERSHIP IN SIPC

‘StockTraders is a‘member of the SIPC, but is exempt from fllmg a separate audited -

statement regarding its membership in the SIPC under SEC Rule 17a-5(e)(4).
Companies who must submit audited financial statements and have gross revenues
less than $500,000 are not required to file a supplemental independent public
accountant’s report covering Form SIPC-7. The minimum assessment for membership
of $150, was paid by StockTraders in accordance with the applicable mstructlons for.

v Form SIPC-4

~

See Ac‘count'ant’s Audit Report
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StockTraders :
Supplemental Schedule #5
December 31, 2005 ’

REPORT ON INTERNAL ACCOUNTING CON]TROL
‘ REQUIRED BY SEC RULE 17a-5

‘In plannmg and performlng my audit of the flnanC|aI statements and supplemental
'schedules of StockTraders (the Company), for the year ended December 31, 2005, |
considered its internal control, including control activities for safeguarding securities, in
order to determine my auditing procedures for the purpose of expressing my opinion
‘on the financial statements and not to provrde assurance on internal control.

Because of mherent Ilmltatlons in internal control or the practlces 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 condltlons or that the effectiveness of their deS|gn
and operation may deteriorate.

| My consideretion of the internal controt stru_cturewo_uld not nec'essar'ily 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 conditior in which the design or operation of the specific

internal control structure elements 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, |
noted no matters involving the internal control structure, including procedures for.
safeguarding securities that | consider to be a material weakness as defined above.

As reqmred by Rule 17a -5(g)(1) of the Securities and Exchange:Commission, | have
made a study of the practices and procedures (including tests of compliance with such
practices and procedures) followed by the Company that | 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 in complying with the

conditions of exemptions from Rule 15¢3-3. | 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 or in complying with the requlrements for prompt payment of securities
under section 8 of Regulation T of the Board of Governors of the Federal Reserve
System, because 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 internal control

' structure po||C|es and procedures and of the pract|ces and procedures referred to in

See Accountant’s Audit Report
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the preceding paragraph and to assess whether those practices and procedures can
be expected to achieve the Commission’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 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 prep‘aration of

financial statements in conformity with generally accepted accounting principles. Rule -
17a-5(g) lists additional objectlves of the practices and procedures Ilsted in the

" preceding paragraph

Itis understoOd that practices'and proced/ures that accompli'sh the objectives referred

- to in the second paragraph of this report are considered by the SEC to be adequate

for its purposes 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 my study, | believe the Company’s practices and

procedures were adequate at December 31, 2005, to meet the SEC’s objectives. In
addition, the Company was in compliance with the exemptive provisions of Rule 15¢3-
3 at December 31, 2005, and further, no facts came to our attention indicating that the

- Company was not in.compliance W|th such conditions durrng the year ended
December 31, 2005 :

This report is intended solely for thé use of management and the Securities and

Exchange Commission and other regulatory agencies which rely on Rule 17a-5(g)
under the Secuntles Exchange Act of 1934 and should not be used for any other
purpose -

- See Accountant’s Audit Rapo’rt
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STATE OF CALIFORNIA

COUNTY OF

CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT

}
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—
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WITNESS my hand and official seal.

@Signature of Notari///

ent.
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described below:

Title or type of document /// S . SC’LUA YE4W$
piel ﬂcahwwge [ rrptrrhSsisr
Aohual udited &phl

Number of pages @ .
12{3// 2008 se

Signer(s) other than named above =
%
_

Date of document

SAV-191A (2/06)




D S SRS [ U RO 5 SN S SR S S

LINDA Y. COX
C'MM Public Accountant

. i’rbfés'siqnal Accouriting ;[nd Tax Services .




