T

DRI -

=
ECURI 060511 1SSI10 OMB Number:  3235.0123
-1,‘ - ter m e e on Expires:  October 31, 2004
\\ Estimated average burden
\ ANNUAL AL’DITED REPORT hours per response.. ... 12.00
_FORM X-17A-5 SEC FILE NUMBER |
PART iii o 52037
FACING PAGE |
Information Required of Brokers and Dealers Pursuant to Section 17 of the |
Securities-Exchange Act of 1934 and Rule 172-5 Thereunder
REPORT FOR THE PERIOD REGINNING 10/01/05 AND ENDING 09/30/06

MM/DDIYY MM/DD/YY

A. REGISTRANT IDENTIFICATION

QFFICIAL USE ONLY

NAME OF BROKER-DEALER: Commerce One Financial, Inc.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.
g00 Ellison Avenue
(No. and Street)
Westbury NY 1159Q
- (City) (State) {Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Richard Guilfoyle, CPA 516-775-9600

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Israeloff, Trattner & Co., P.C.
(Name — if individual, state last, first, middle name)

1225 Franklin Avenue Garden City NY 11530
(Address) (City) (State) (Zip Code)
CHECK ONE: P
bJ Certified Public Accountant ROCESSED
{1 pPublic Accountant DEC o 1 mﬁ
[0 Accountant not resident in United States or any of its possessions. {
youme THOMSON
FOR OFFICIAL USE ONLY FINANCIAL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the bas\or exemption. See Section 240.17a-5 (e)(2)

Potential persons who are to r pond to the collection of
SEC information contained in this form are not required to respond
1410 (06-02) unlessthe form displays a currently valid OMB control number.

\Y




e OATH OR AFFIRMATION |

I, ‘-—_L"(’] [} Pv\ -"&i(\(\ e ,S , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financijal ﬁ,]_q&lement ang supporting schedules pertaining to the firm of

-

o,
e _One AntTiy
of _ September 30 , 20 06 , are true and correct. I further swear (or affirm) that

, as

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:

ignat
Title
(= . CRAIG EVAN FELDHERR
——___"Ndialy Public NOTARY PUBLIC, State of New York

No. 4577882
. Qualified In Nassau Coun
’éhls(:;p(l):;tcmgcggtgzzns (check all applicable boxeé&mminslo  Expires Februay 15! 2007
Kl (b) Statement of Financiai Condition.
Bl (c) Statement of Income (Loss).
Kkl (d) Statement of Changes in Financial Condition.
B) (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O (f) Statement of Changes in Liabilities Suberdinated to Claims of Creditors.
Bl (g) Computation of Net Capital.
K (h) Computation for Determination of Reserve Regunirements Pursuant to Rule 15¢3-3.
&l (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
Bl (5) 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.
8 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
O () An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
& (n) Areport descrlbmg 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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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, 2006, 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, 2006, 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.

&M%f/ Tultion ¢ by, P

Garden City, New York
November 15, 2006




COMMERCE ONE FINANCIAL INC.
STATEMENT OF FINANCIAL CONDITION
SEPTEMBER 30,2006

/ ASSETS

Cash :; $ 58,925
Receivables:from clearing organization 512,486
Property and equipment - net of accumulated depreciation

of $ 119,260 41,051

Deferred tax assets © 4,608
Security deposit and other assets 42,573

Total Assets $ 659,643

LIABILITIES AND SHAREHOLDER'S EQUITY

Liabilities .
Accounts payable and accrued expenses $ 302,999
Advance from shareholder 206,208
Total Liabilities 509,207

COMMITMENTS AND CONTINGENCIES

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 (47,744)
Tolal Shareholder's Equity 150,436
Total Liabilities and Shareholder's Equity $ 659,643

See accompanying notes to financial statements
2. :



COMMERCE ONE FINANCIAL INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED SEPTEMBER 30, 2006

Income

Commission income $ 3,934,703
Interest and other income ' 482,210
.~ Totaliincome 4,416,913
Expenses
Officer's and employees' compensation and benefits $ 3,442,340
General and administrative expenses 416,280
Rent and occupancy 196,626 -
Clearing and execution 185,056
Communications 147,630
Licenses and registration _ 52,686
Depreciation 19,775
Total expenses 4,460,393
Loss before income taxes (43,480)
Income tax credits o (4,608)
Net Loss $ {38,872)

See accompanying notes to financial statements
-3-
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COMMERCE ONE FINANCIAL INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Netloss .
Adjustments to reconcile net loss to net
cash used; by operating activities

Depreciation $ 19,775
Deferred taxes (4,608)
Changes in assels and liabilities:
Receivables from clearing organization (48,188}
Security deposits and other assets (5,662)
Income taxes payable {1.834)
Accounls payable and accrued expenses (214 ,926)

Total adjustments

Net cash used by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of equipment
CASH FLOWS FROM FINANCING ACTIVITIES

Advance from shareholder

NET DECREASE IN CASH

CASH AND -CASH EQUIVALENTS - BEGINNING
CASH AND CASH EQUIVALENTS - END

SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid dLJring the year for:

Interest

Taxes

See accompanying notes to financial statements
-5
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(17,876)

206,208

(105,983)
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$
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COMMERCE ONE FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 2006

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.

SIGNllFlCANT 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 1o make estimates and assumptions that affect the
reported amounts of assets and liabilittes 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
resuiting gains or losses are included in income. Depreciation is provided by the straight-
line method over the estimated useful lives of the assets.



COMMERCE ONE FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 2006

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

Advertlsmg costs are expensed as incurred. Advertising expense was $30 801 and
$23,748 in 2006 and 2005, respectively.

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 coilect
from outstanding balances. Based on management’s evaluation of collectibility, an

allowance for doubtful accounts is not required.

The receivable balance inciudes a deposit for $25,000 with the clearing organization
required by its agreement with the Company.

PROPERTY AND EQUIPMENT
Major classes of property and equipment consist of the following:

estimated usefui

life-years
Furniture, fixtures and equipment 5-7 years $ 160,311
Less: Accumulated depreciation 119,260
Net property and equipment $__41.051

Depreciation expense for the year ended September 30, 2006 was $19,775.
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, 20086,
the Company did not elect to make a matching contribution.

-7-



COMMERCE ONE FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 2006

ADVANCE FROM SHAREHOLDER

Duriﬁg the month of Septemrber 2006 the company received an advance from its
shareholder. The advance is not subject to interest and is expected to be repaid, in full,
in théI near future.

4
H

COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company leases office facilities under a non-cancelable operating lease in Westbury,
NY. In addition to base rent payments, the Caompany is liable for real estate taxes and
certain operating expenses.

As of September 30, 2008, the future minimum lease payments under this non-cancelable
lease are as follows:

Year Ended September 30,

2007 $ 196,438
2008 204,296
2008 212,468
2010 71,742

Litigation

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.

INCOME TAXES

Components of income taxes expense (credits) are as follows:

Deferred:
Federal $ (3,072
State (1,536)
(4,608)
Current:
Federal ‘ $ -
State -
Net income tax credit $__(4.808)

For the year ended September 30, 2006, the company incurred a tax loss of
approximately $20,000. As a result of the tax loss the company recognized a deferred tax
asset as it expects to fully utilize such losses prior 1o their expiration in the year 2026.

-8-




COMMERCE ONE FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 2006

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’'s Uniform Net
Caputaf Rule (Rule 15¢3-1), which requires the Company to maintain minimum dollar net
capital of $5,000. At September 30, 2006, the Company had net capital of $62,204, which
was $28,255 in excess of its required net capital of $33,949. The Company's ratio of net
capital to aggregate indebtedness is 8.19to 1.



i - COMMERCE ONE FINANCIAL, INC.
SUPPLEMENTAL INFORMATION

FOR THE YEAR ENDED SEPTEMBER 30, 2008

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

Total ownership equity from the statement of financial condition $ 150,436
' o :
Non-allowqble assets 88,232

Haircuts on securities -

Net Capital $ 62,204

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital $ 33,949

Minimum dollar net capital requirement $ 5,000

Excess net capital : $ 28,255

Excess net capital at 1000% | | $ 11,283

Ratio: Aggregate indebtedness to net capital ] 8.19t0 1.00
40-




COMMERCE ONE FINANCIAL, INC.
SUPPLEMENTAL INFORMATION

FOR THE YEAR ENDED SEPTEMBER 30, 2006

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, 2006

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

Total ownership equity — October 1, 2005
Net loss fof the year ended September 30, 2006
Totél ownership equity — September 30, 2006

Less: Non-allowable assets
Haircuts

Audited net capital
Net capital per Focus Report Part l|A

Difference

-12.

$

189,308
38,872
150,436

88,232

62,204

62,204

—— Ty




sracloff, Trattner & Co. PC b

ry
g CERTIFIED PUBLIC ACCOUNTANTS - FINANCIAL CONSULTANTS New York. NY
= 1225 Franklin Avenue, Garden Chy, NY 11530 (516) 240-3300 Fax (516) 240-3310 www.Israeloff.com

Board of Directors
Commerce One Financial, Inc.

tn 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, 2006, 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
ol 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 quarieriy 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. [n 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.

13-



Our consideration of the 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 are
relatively low level the risk that error or fraud in amounts that would be material in relation to
the flnancual 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 mvolvmg 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, 2006, 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.

@wwc%, il Co, o

Garden City, New York ' ,
November 15, 2006



