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OATH OR AFFIRMATION

I, Lee Poelma, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial
statements and supporting schedules pertaining to the ﬁrm of WEDGE SECURITIES, LLC, as of
December 31, 2005, are true and correct. I further swear (or afﬁrm) that neither the Company nor any

partner, proprietor, principal or director has any proprietary mterest in any account class1ﬁed solely as that
of a customer, except as follows: |
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This report** contains (check all applicable boxes): ‘
a. Facing page. }

\

b. Statement of Financial Condition. i

c. Statement of Income (Loss). ! ‘

d. Statement of Cash Flows. 1

Statement of Changes in Stockholders' Equity o;r Partners' or Sole Proprietor's Capital.

f. Statement of Changes in Liabilities Subordinaie“:d to Claims of Creditors.
\

|
h. Computation for Determination of Reserve Reciuirements Pursuant to Rule 15¢3-3.
\
i. Information Relating to the Possession or Control Requirement under Rule 15¢3-3.

\
3 A Reconciliation, Including Appropriate Explanation, of the Computation of Net Capital
Under Rule 15¢3-1 and the Computation for Determination of the Reserve Requirements
Under Exhibit A 15¢3-3. |

k. A Reconciliation Between the Audited and Unaudited Statements of Financial Condition
with Respect to Methods of Consolidation. !

g Computation of Net Capital.
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|
L An Oath or Affirmation. ‘\
m. A Copy of the SIPC Supplemental Report. 1

OO E

n. A Report Describing 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 c;)f this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

To the Member (‘
Wedge Securities, LLC |
Denver, Colorado [

/

We have audited the accompanying statement of ﬁnancia;l condition of Wedge Securities, LLC
(formerly Geronimo Partners, LLC) (the Company) as of December 31, 2005, and the related statement
of operations, 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 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 sta.ndards 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 Imsstaternent 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 presentatlon We believe that our audit provides a
reasonable basis for our opinion. . . 1
|

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Wedge Securities, LLC as of Decemberbl 2005, and the results of its operations
and its cash flows for the year then ended in conformity w1th accounting principles generally accepted
in the United States of America.

|
Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information included in the accompanying schedule 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 A(‘:t 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. 1

|
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| Ehrhardt Keefe Steiner & Hottman PC
February 3, 2006 |
Denver, Colorado ‘

with offices in
* DENVER & FORT COLLINS -
www.EKSH.com |




WEDGE SECURITIES,
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LLC

Statement of Financial Co‘ndition

December 31, ZOOSJ‘

Assets

Assets
Cash
Commissions and fees receivable
Clearing deposit

Total assets

Liabilities and Member's

Liabilities
Accounts payable
Commissions payable
Total liabilities

Member's equity

Total liabilities and member's equity

Equity

See notes to financial statements.

-2-

$ 267,728
243,092
219.196

$ 730,016

$ 40,104
185.870
225,974
504.042

$ 730016



Revenues

Commissions, concessions and fees

Expenses
Shared services, member
Commissions
Clearing costs
Exchange fees
Professional services
Other

Total expenses

Income from operations
Interest income

Net income

Statement of Operatiojns
For the Year Ended December 31, 2005

WEDGE SECURITIES, LLC

See notes to financial stat‘ements.

$ 3.102.441

560,000
430,958
380,012
121,256
102,451

20.427

1.665.104

1,437,337

4.496

$ 1.441.833



|

|
WEDGE SECURITIES, LJ‘LC

Statement of Changes in Membe“r's Equity

For the Year Ended December 31, 2005

Memberj‘s Accumulated Total Membet's

Capital Earnings Equity
Balance - December 31, 2004 $ 207,440 $ 166,838 § 374278
- 1,441,833 1,441,833

Net income

Distributions to. member [ - (1.312.069) {1.312.069)
|
$ 207.440 $ 296.602 $ 504,042

Balance - December 31, 2005

See notes to financial statements.

4.




WEDGE SECURITIES, LLC

Statement of Cash Flows
For the Year ended December 31, 2005

Cash flows from operating activities

Net income
Adjustments to reconcile net income to net cash

provided by operating activities
Changes in assets and liabilities

Commissions and fees receivable
Clearing deposit
Accounts payable
Accrued expenses, member
Fees payable, affiliate
Commissions payable
Accrued expenses

Net cash provided by operating activities

Cash flows from financing activities
Distributions to member
Net cash used in financing activities

Net increase in cash
Cash - beginning of year
Cash - end of year

See notes to financial statements.
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$ 14431833

(172,164)
23,959
(8,677)

(527)
(14,404)
185,870
(13.400)

657
1.442 490

(1.312.069)
(1,312.069)

130,421

137,307

$ 267.728
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WEDGE SECURITIES, I}JLC

\
Notes to Financial Statements

Note 1 - Description of Business and Summary of Significant Accounting Policies
|

Wedge Securities, LLC (formerly Geronimo Partners, LLC) (the Company) was formed as a limited
~ liability company in the State of Delaware on March 4, 2003 and is a registered broker-dealer under the
Securities and Exchange Act of 1934 (the Act). The Company’s sole member is Geronimo Financial,
Inc. The Company serves as the broker-dealer for security mfldes executed on the portfolios managed
by Geronimo Partners Asset Management, LLC (GPAM), manages assets of private clients, and offers
financial services for corporations and individuals. Gerommo Financial, Inc. is also the sole member

of GPAM. The Company conducts its operations in the State of Colorado.

The Company operates pursuant to Rule 15¢3-3(k)(2)(B) of the Act and does not carry customer
accounts or clear customer transactions. Accordingly, all txansactxons are executed and cleared on
behalf of the Company by Bear Stearns Securities Corp. (Bear Stearns) on a fully disclosed basis. The
Company's agreement with Bear Stearns provides that, as cleémng broker, Bear Stearns wiil keep such
records of the transactions effected and cleared in the custorrjler accounts as are customarily kept by a
clearing broker pursuant to Rules 17a-3 and 17a-4 of the Act and perform all services customarily
incident thereto. All customer funds and securities received, if any, are transmitted directly to Bear
Stearns. Therefore, the Company is exempt from the remaining provisions and requirements of Rule
15¢3-3 of the Act.

The Company is part of a group of companies affiliated by, common ownership. Accordingly, these
affiliations and other related party disclosures must be taken into consideration in reviewing the
accompanying financial statements (Note 2). The operatmg results of the Company could vary
significantly from those that would have been obtained had the Company operated independently.

Cash and Cash Equivalents |

The Company considers all highly liquid instruments purc"hased with an original maturity of three

months or less to be cash equivalents. The Company contiﬁually monitors its positions with, and the
credit quality of, the financial institutions with which it mvests As of the balance sheet date, and
penodlcally throughout the year, the Company has mamtamed balances in various operating accounts
in excess of federally insured limits. The Company had no cash equivalents as of December 31, 2005.

Concentrations of Credit Risk (

Financial instruments, which potentially subject the Comp'lmy to concentration of credit risk consist
principally of cash and cash equivalents and commissions and fees receivable. The Company places its
temporary cash investments with what management be“lieves are high-credit, quality financial
institutions. The Company performs credit and other analysis relating to those with whom it transacts

. . e x . sl .
business in order to reduce the credit risk relating to comms/slons and fees receivable.

Fair Value of Financial Instruments //
The carrying amounts of financial instruments including ca[sh, receivables, deposits, accounts payable
and commissions payable approximated fair value as of December 31, 2005 because of the relatively
short maturity of these instruments.




J
WEDGE SECURITIES, ﬂLC

Notes to Financial Statements

Note 1 - Description of Business and Summary of Significant Accounting Policies (continued)

Commissions and Fees Receivable }

The Company records commissions receivable from Bear Stearns and management fees receivable as
commissions and fees are earned. The Company typically receives payment in full shortly after the
receivable is recorded and has determined that no allowance for uncollectible amounts is necessary.
The Company historically has not experienced losses from uncollectible accounts.

Clearing Deposit |

Clearing deposit includes funds deposited with Bear Stearns to offset certain risks assumed by Bear
Stearns related to clearing and settling securities and cash transactions on behalf of the Company's
customers.

Revenue Recognition J

Revenue from stock transactions and private placements (po;oled investment funds/hedge funds) are
recorded on a trade date basis, which is the date that a transaction is executed. Fees from asset

management services are recorded as earned based upon the underlying investment cost.
\
Income Taxes J

The Company has elected to be treated as a Limited Liability ¢ompany (LLC) for income tax purposes.
Accordingly, taxable income and losses of the Company are reported on the income tax return of the
Company's member and no provisions for income taxes has been recorded in the accompanying

financial statements.

Use of Estimates /

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, disclosures of contjngent 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. |

|

Note 2 - Related Party Transactions J

As discussed in Note 1, the Company serves as the broker—dg‘aaler for certain related entities. In 2005,
approximately $2,152,000 of the Company's revenue is derived from commissions relating to stock
transactions executed by those entities at the direction of GPA“M.

Pursuant to an agreement with the Company, Geronimo Finafncial, Inc. pays certain expenses incurred
by the Company in return for agreed-upon reimbursements (Shared Service Expenses). Total expenses
incurred by Geronimo Financial, Inc. on behalf of the Company are estimated at $560,000 for the year
ended December 31, 2005, all of which was paid during 2005. Such services principally represent the

Company's share of employee cost, rents and other office exp“enses

-7-
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WEDGE SECURITIES, ILLC

Notes to Financial Statements

Note 3 - Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC
Rule 15¢3-1), which requires the maintenance of minimum ‘net capital of $250,000. The Company's
net capital at December 31, 2005 was $367,776. Net capltal may fluctuate on a daily basis.
Additionally, SEC rule 15¢3-1 requires that the aggregate indebtedness to net capital, both as defined,

shall not exceed 15 to 1. The Company's net capital ratio was 0.61 to 1 as of December 31, 200s5.
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WEDGE SECURITIES, LLC

Computation of Aggregate Indebtedness and Net Capital Pursuant to Rule 15¢3-1 of the

e |
Securities and Exchange Commission

December 31, 2005
Net Capital

Total member's equity

Additions/deductions

Commissions and fees receivable, past 30 days I
Net capital

Aggregate Indebtedness

Accounts payable

Commissions payable

Total aggregate indebtedness f

|
Computation of Basic Net Capita}l Requirements

Required minimum net capital |
Capital in excess of minimum requirement {

Ratio of aggregate indebtedness to net capital |

Reconciliation with Company's computation: [

$ 504,042
(136.266)

3 3671776
$ - 40,104
185.870

$ 225974
$ 250.000
117.776

0.61

e e

Total aggregate indebtedness as reported in Part 11 of Form X-17A-5 as of December 31, 2005
was greater than the audited computation above by $49,033 due to classification differences
between aggregate indebtedness and allowable assets within the statement of financial

condition. ’

-10-
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WEDGE SECURITIES, LLC

December 31, 2005

Schedule I {
Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

The Company is exempt from the reserve requirement of computation
according to the provision of Rule 15¢3-3 (K)(2)(i).

Schedule 111
Information Relating to Possessio‘n or Control
Requirements Under Rule [15c3—3
{

The Company is exempt from the Rule 15¢3-3 as it rj‘elates to Possession and Control
requirements under the (K)(2)(ii) exejmptive provision

|
|
f
J

\
r
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P: 303-740-9400 F: 303-740-9009

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5

To the Member
Wedge Securities, LLC
Denver, Colorado

In planning and performing our audit of the financial statemlents and supplemental schedule of Wedge
Securities, LLC (formerly Geronimo Partners, LLC) for the year ended December 31, 2005, we
considered its internal control, including control acnvmes 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 internal control. |

Also, as required by Rule 17a-5(g)(1) of the Securities anc‘i 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 mdebtedne:?s and net capital under Rule 172-3(a)(11)
and for determining compliance with the exemptive provisions of Rule 15¢3-3. Because the Company
does not carry securities accounts for customers or perfoan custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in any of the
following: J

1. Making the quarterly securities examinations, cou(nts verifications, and comparisons

2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt ﬁayment for securities under Section 8 of

Federal Reserve Regulation T of the Board of Govemors of the Federal Reserve System

The management of the Company is responsible for estabhshmg 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 asjsess 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 authonzétlon 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 prog},edures listed in the preceding paragraph.

-11 -
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To the Member (
Wedge Securities, LLC |

|

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 the internal control would not necessanly disclose all matters in internal control
that might be material weaknesses under standards estabhsheJd by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of the
spec1ﬁc internal control components does not reduce to a relatwely low level the risk that error or fraud
in amounts that would be material in relation to the ﬁnancxal]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 mtemal 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, fand that practices and procedures that do
not accomplish such objectives in all material respects mdlcate 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 December 31, 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, 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 i m their regulation of registered brokers and
dealers, and is not intended to be and should not be used by a}nyone other than these specified parties.
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