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OATH OR AFFIRMATION

[, Michael Ellington, affirm that, to the best of my knowledge and belief, the accompanying financial
statements and supplemental schedules pertaining to Edgewater Capital, LLC for the year ended
December 31, 2006, are true and correct. | further affirm that neither the Company nor any officer or
director has any proprietary interest in any account classified solely as that of a customer.

w)&jt_

Signature

JNANAE S G prnecvon
Titte'

State of California

County of 5 2—6,4! Z
On éé)’%ry:; ?W;before me, //—gd :Qf 0 Z~-

i Personally known to me
" Proved to me on the basis of satisfactory evidence

To be the rsor;_{(;)—%ose nam are subscribed to the within instrument and acknowledged to
me thavzhelshelthey executed the Same in ,:ﬁjé?her/their' authorized capacityfies), and that by
his/her/their signatures(sy”on the instrument the perso;(x)’, or the entity upon behalf of which the
person(syacted, executed the instrument.

WITNESS my hand and official seal JOE RAYGOIA 2
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Certified Public Accountants
Business Advisors

Independent Auditors' Report

To the Members of
Edgewater Capital, LLC
South Coast Metro, California

We have audited the accompanying statement of financial condition of Edgewater Capital, LLC
(a California Limited Liability Company) as of December 31, 2006, and the related statements of
operations, member's capital, and cash flows for the year then ended. 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 Edgewater Capital, LLC as of December 31, 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 has been made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained on pages 8, 9, and 10 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 and Exchange Commission. 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.

CERTIFIED PUBLIC ACCOUNTANTS

San Francisco, Califomnia
February 23, 2007

WWW.S|ACCOUNTING.COM

Los Angeles Orange County San Francisco East Bay

2049 Century Park East 4 Park Plaza 101 Montgomery Strect 1333 N, California Boulevard
Suite 400 Suite 900 Suite 1900 Suite 470

Los Angeles, California 90067 lrvine, California 92614 San Francisco, California 94104 Walnut Creek, California 94596
1L 310.453.9400 TEC: 949.653.9400 Tee: 415.981.9400 TEL: 925.938.9400

Fax: 310.453.1187 FAx: 949.833.3582 Fax: 415.391.2310 fax: 925.930.0107




Edgewater Capital, LL.C

(A California Limited Liability Company)
Statement of Financial Condition

Year Ended December 31, 2006

Assets

Current assets :

Cash $ 13,105
Prepaid expenses 1,510
Total current assets $ 14,615

Liabilities and Member's Capital

Current liabilities -

Accounts payable and accrued expenses $ 2,323
Member's Capital 12,292
$ 14,615
The accompanying notes form an integral part of these financial statements. 2
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Edgewater Capital, LLC

(A California Limited Liability Company)
Statement of Operations

Year Ended December 31, 2006

Management and investment advisory income
Operating expenses:
Payroll
Administrative expenses
Total operating expenses
Loss from operations

interest income

Net loss

The accompanying notes form an integral part of these financial statements.
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Edgewater Capital, LLC

(A California Limited Liability Company)
Statement of Member's Capital

Year Ended December 31, 2006

Balance at January 1, 2006 $ 9,061
Member capital contributions 27,200
Net loss : (23,969)
Balance at December 31, 2006 $ 12,292
The accompanying notes form an integral part of these financial statements. 4
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Edgewater Capital, LLC

(A California Limited Liability Company)
Statement of Cash Flows

Year Ended December 31, 2006
Increase (Decrease) in Cash

Cash flows provided by (used for) operating activities:
Net loss $ (23,969)

Adjustments to reconcile net loss to net cash
used for operating activities:

Changes in assets and liabilities:
Increase in assets -

prepaid expenses (1,510)

Increase in liabilities -
accounts payable and accrued expenses 453
Total adjustments (1.057)
Net cash used for operating activities (25,026)

Cash flows provided by financing activities -

member capital contributions 27,200
Net increase in cash 2,174
Cash, beginning of year 10,931
Cash, end of year ' $ 13,105
The accompanying notes form an integral part of these financial statements. 5
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Edgewater Capital, LL.C

(A California Limited Liability Company)
Notes to Financial Statements

Year Ended December 31, 2006

(1) Summary of Significant Accounting Policies:

Business Activity

The Company was formed on August 18, 2003, as a California limited Iiabiiity company.
The Company is formed for the purposes of engaging in the business of a securities
broker-dealer.

The Company is registered with the Securities and Exchange Commission pursuant to
Section 15¢ of the Securities Exchange Act of 1934. The Company is @ member of the
National Association of Securities Dealers, Inc. The Company also has a broker-dealer
certificate from the California Department of Corporations.

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 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

The Company maintains its cash in high-grade financial institutions, and the cash
balances may at times throughout the year exceed the federally insured limits on such
accounts. The Company has not experienced any losses in such accounts.

Revenue Recognition

The Company recognizes retainer revenue for consulting services upon engagement or
over the specific period of engagement, if applicable. Success fees are recognized upon
the execution of the transactions relating to those fees.

Income Taxes

Income taxes on limited liability company income are the personal responsibility of the
individual member; therefore, no provision for income taxes has been recorded in these
financial statements.

STONEFIELD
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Edgewater Capital, LLC

(A California Limited Liability Company)
Notes to Financial Statements (continued)
Year Ended December 31, 2006

(2) Net Capital Requirements:

Pursuant to Security and Exchange Commission Rule 17CFR 402.2, the Company is required
to maintain minimum net capital, as defined. The value of this defined operating parameter
may vary materially from day to day. At December 31, 2006, the Company's net capital was
$12,292, which is $7,292 in excess of the required $5,000 net capital.

STONEFIELD
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Edgewater Capital, LLC

(A California Limited Liability Company)

Computation of Net Capital and Net Capital Requirement
for Brokers and Dealers Pursuant to Rule 15¢3-1 under
the Securities and Exchange Act of 1934

Year Ended December 31, 2006

Computation of Net Capital
Total member's capital from Statement of Financial Condition $ 12,292
Less non-allowable assets ' _ ' -

Net capital before haircuts on securities positions -

Less haircuts on securities -
Net capital | $ 12,292

Computation of Net Capital Requirement

Minimum net capital required (12 1/2% of aggregate indebtedness) $ 290
Minimum dollar net capital requirement $ 5,000
Net capital requirement (greater of above two amounts) $ 5,000
Excess net capital $ 7,292
The accompanying notes form an integral part of these financial statements. 8
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Edgewater Capital, LLC

(A California Limited Liability Company)

Computation for Determination of Reserve Requirements
and Information for Possession or Control Requirements

Year Ended December 31, 2006

Computation for Determination of Reserve Requirements for Brokers and Dealers Pursuant
to Rule 15¢3-3 under the Securities and Exchange Act of 1934

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of
1934, in that the Company’s activities are limited to those set forth in the conditions for exemption
appearing in paragraph (k)(2)(i) of the Rule.

Information for Possession or Control Requirements Pursuant to Rule 15¢3-3 under the
Securities and Exchange Act of 1934

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of
1934, in that the Company’s activities are limited to those set forth in the conditions for exemption
appearing in paragraph (k)(2)(i) of the Rule.

STONEFIELD
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Edgewater Capital, LLC

(A California Limited Liability Company)
Reconciliation of the Computation of Net Capital
Year Ended December 31, 2006

Per original filing

Audit adjustments, primarily prior year
-accounts payable and prepaid expenses reversal

Per this filing

The accompanying notes form an integral part of these financial statements.

STONEFIELD
@' JOSEPHSON inc.

$ 12,292
$ 12,292
10




STONEFIELD
@ JOSEPHSON, ine.

Certified Public Accountants
Business Advisors

Independent Auditors’ Report On Internal Control
Required By Rule 17a-5 Of The Securities And Exchange Commission

To the Members of
Edgewater Capital, LLC
South Coast Metro, California

in planning and performing our audit of the financial statements and supplemental schedules of
Edgewater Capital, LLC (a California limited liability company) for the year ended December 31, 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 oplnlon 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 (the “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 (or aggregate debits) and net capital
under Rule 17a-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 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 the 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 fulfiling 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 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 preparation of financial statements in conformity with generally
accepted accounting principles.

WWW.SJACCOUNTING.COM
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Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

Because of inherent limitations in 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.

Our consideration of the internal control structure would not necessarily 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 condition in which the
design or operation of the specific internal control structure does not reduce to a relatively low level the
risk that errors or fraud 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, we noted no matters involving the interal 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 December 31, 2006, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Member, management, the SEC, and
other regulatory agencies that 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.

CERTIFIED PUBLIC ACCOUNTANTS

Sén Francisco, California
February 23, 2007
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