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MENDOZA
BEE\GER
COMPANY L.L.P.

Certified Public Acecountants

Independent Auditors’ Report

To the Member
Pacific Gemini Partners, LLC

We have audited the accompanying statement of financial condition of Pacific Gemini Partners,
LLC, (the Firm) as of December 31, 2006, and the related statements of income, 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 Firm’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 matenal respects,
the financial position of Pacific Gemini Partners, LLC for 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 was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules I, II, Il and 1V 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 Sccurities Exchange Act of 1934,
Such information has been subjected to the auditing procedures applicd 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.

Mendoza Berger & Company, LLP

Winotsza Bogan ¢ %LLP

Irvine, California
February 19, 2007

Main Office
9838 Research Drive » Irvine, CA 92618 200 Citade! Drive, Suite 100 » Los Angeles, CA 90040
249.387.9850 + Fox 949.387.9652 323.890.8180 - Fax 323.890.1077




PACIFIC GEMINI PARTNERS, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006
ASSETS
Current assets
Cash $ 44.334
Total current assets 44 334
Total assets h 44334

LIABILITIES AND MEMBER’S EQUITY

Liabilities 5 2,841
Total liabilities 2,841
Member’s equity 41,493
Total member’s equity 41,493

Total habilities and member’s equity ) 44,334

See independent auditors’ report and accompanying notes 2




PACIFIC GEMINI PARTNERS, LLC
INCOME STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2006

Revenucs:
Fee income $ 205,000
Interest income 2,207
Total revenues 207,207

Expenses:
Salaries and wages 4,309
Rent expense 925
Insurance expense 747
Licenses and fees 6,544
Professional fees 4,440
Regulatory fees 21,680
Direct expense 3,009
. Other expense 24,987
Total expenses 66,641
Net income before provision for income taxes 140,566
Provision for income taxes (Note 2) 800
Net income 5 139,766

See independent auditors’ report and accompanving notes




PACIFIC GEMINI PARTNERS, LLC
STATEMENT OF CHANGES IN MEMBER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2006

Balance, December 31, 2005 $ 21,288
Distribution to member (119,561)
Net income 139,766
Balance, December 31, 2006 $ 41,493

See independent auditors’ report and accompanyving notes




PACIFIC GEMINI PARTNERS, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006

Cash flows from operating activities:
Net income $

139,766

Adjustments to reconcile net income to net cash used in
- operating activities:
Changes in operating assets and liabilities
Prepaid expenses
Liabilities

11,564
2,841

Total adjustments

14,405

Net cash provided by operating activities

154,171

Cash flows from financing activities:
Distributions to member

(119,561)

Net cash used in financing activities

(119,561)

Increase in cash

Cash, beginning of year

34,610

9,724

Cash, end of year 5

44,334

Supplemental disclosure of cash flow information:
Cash paid during the year for:
Income taxes $

6,300

See independent auditors’ report and accompanying notes




PACIFIC GEMINI PARTNERS, LLC
NOTES TO THE AUDITED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2006

BUSINESS DESCRIPTION

Pacific Gemmi Partners, LLC, a Delaware Limited Liability Company (the Firm) (a
wholly owned subsidiary of PGP Capital Advisors, LLC) (the Parent), is a registered
Securities Broker-Dealer and a member of the National Association of Securities Dealers
(NASD) and is engaged in the following business activities: 1) underwriter or selling
group participant (corporate securities other than mutual funds; 2) private placement of
securities; 3) other securities business.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The statements have been prepared using the accrual basis of accounting. Revenues and
fees are recognized when earned. Expenses are recognized when cash is disbursed or an
obligation has been incurred and the amount of the expense can be reasonably estimated.

Income Taxes

The Firm is a limited liability company taxed as a partnership for income tax purposes
and, accordingly, income or loss of the Firm flows through to the member of the Firm.
The Company recorded $800 in California state taxes recorded for the year ended
December 31, 2006.

Use of Estimates in the Preparation of Financial Statements

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.
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PACIFIC GEMINI PARTNERS, LLC
SCHEDULE I
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF
THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2006
Net capital:
Total member’s equity $ 41,493
Total member’s equity qualified for net capital 41,493
Deductions:
Non-allowable assets -
Tentative net capital 41,493
Haircuts -
Net capital $ 41,493
Aggregate indebtedness:
Items included in statement of financial condition $ 2,841
Total aggregate indebtedness $ 2,841

Computation of basic net capital requirement:

Minimum net capital required $ 5,000
Excess capital $ 36,493
Ratio: aggregate indebtedness to capital 6.84%

Reconciliation with Company’s computation (included in Part II-A of
Form X-17A-5 as of December 31, 2006):
Net capital as reported in Company’s Part II-A (unaudited) FOCUS
report ) 41,493

Net capital per above $ 41,493




PACIFIC GEMINI PARTNERS, LLC
SCHEDULE 1l
COMPUTATION FOR DETERMINATION OF
RESERVE REQUIREMENTS UNDER RULE 15¢3-3 OF
THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2006

The Company is claiming an exception from Rule 15¢3-3 under provision 15¢3-3(k)(2)(1i).




PACIFIC GEMINI PARTNERS, LLC
SCHEDULE 111
INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3 OF
THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2006

The Company is claiming an exception from Rule 15¢3-3 under provision 15¢3-3(k)(2)(ii).

10




PACIFIC GEMINI PARTNERS, LLC
SCHEDULE 1V
SCHEDULE OF SEGREGATION REQUIREMENTS AND
FUNDS IN SEGREGATION FOR CUSTOMERS’
REGULATED COMMODITY FUTURES AND OPTIONS ACCOUNTS
AS OF DECEMBER 31, 2006

Not Applicable

11




MENIDOZA
BDRGER
COMPANY L.L.P.

Certified Public Accountants

Independent Auditors’ Report on Internal Control Required by SEC Rule 17a-5

To the Member
Pacific Gemini Partners, LL.C

In planning and performing our audit of the financial statements and supplemental schedules of
Pacific Gemini Partners, LLC (the Firm), 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 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 Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Firm 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 Firm 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 Firm in any of the following:

1. Making quarterly sccurities 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 Firm 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 Firm 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

i Off
9838 Reseqrch Drive « ivine, CA 92618 200 Citadel Drive, Suite 100 » Los Angeles, CA 0040
049.387.9850 « Fax 949.387.9652 323.890.8180 + Fox 323.890.1077



accordance with accounting principles generally accepted in the United States of America. 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, 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 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 a relatively low level the
risk that error 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 internal
control, including control activities for safeguarding sccurities, 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 matenial respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Firm’s practices and procedures were adequate at December 31, 2006, to meet the SEC’s
objectives.

This report is intended solely for the 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 should not be used for any other purpose.

Mendoza Berger & Company, LLP

W%é% ) LltZ

Irvine, California ‘
February 19, 2007
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