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MELVIN CROSBY& ASSOCIATES, INC.
Melvin E. Crosby, CPA
35-688 Cathedral Canyon Drive, Suite 120
Cathedral City, CA 92234

REPORT OF INDEPENDENT AUDITOR

Board of Directors
GoNow._Securities, Inc. i . - .
Los Angeles, California

- have audited the accompanying statements of financial condition of GoNow Securities,
Inc. as of December 31, 2006 and related statements of income (loss), changes in
shareholder’s equity and cash flows for the year ended December 31, 2006. These
financial statements are being filed pursuant to Rule 17a-5 of the Securities Exchange
Act of 1934 and include the supplemental schedule of the net capital computation
required by rule 15¢3-1. These financial statements are the responsibility of GoNow
Securities, Inc.’s management. My responsibility is to express an opinion on these
financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America. These standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the several financial statement
presentations. I believe that my audit provides a reasonable basis for my opinion.

In my opinion, said financial statements referred to above present fairly, in all material
respects, the financial condition of GoNow Securities, Inc. as of December 31, 2006 and
the results of its operations, shareholder’s equity and cash flows and the supplemental
schedule of net capital for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Melvin E. Crosby, CPA

Los Angeles, California
February 22, 2007.
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GONOW SECURTIES, INC.
STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2006

ASSETS

Cash $ 2622040
. Due from former ofﬁcer, net of allowance for bad debts $13,415.00 -

CRD account : 438 .50

Total assets $ 26.658.90

LIABILITIES AND SHAREHOLDER’S EQUITY

Liabilities

Shareholder’s equity

Common stock - - --
Additional paid in capital 383,655.77

(35,084.28)

Accumulated deficit ‘ (322,152.59)
Total Equity $ 26,418.90

Total liabilities and Shareholder’s equity $ 26,658.90

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




GONOW SECURITIES, INC.
STATEMENT OF (LOSS)
FOR THE YEAR ENDED DECEMBER 31, 2006

Revenue
Interest Income ' $ 169.67
Other Income 357.00
e - i S .- - o
526.67
Operating Expenses
Bad debt 13,415.00
Bank Charges : 57.65
Other Expenses 1,702.55
Professional Fees 13,105.63
NASD Fees & Assessment 5,084.00
Postage & Delivery 213.53
Rent: ’ 9,624.00
Total Expenses . 43,502.36
.. Other Expenses 5,523.41
{Loss) before income tax (49,025.77)
. Provision for income taxes -
~ Net (Loss) $(48,499.10)

The accompanying notes are an integral part of these financial statements




* GONOW SECURITIES, INC.
STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY
" FOR THE YEAR ENDED DECEMBER 31, 2006

' Stock
Shares

Balance,
December 31, 2005 --
Capital Contributed‘

Net (Loss)

Balance,
December 31, 2006 .

Common Paid-In ~ Accumulated
Stock Capital (Deficit) Total
$ - $362,275 $(348‘,523) 13,752
60,967 - 60,967
(48,499) (48.499)
423,242 397,022 26,220

The accompanying notes are an integral part of these financial statements ' .




GONOW SECURITIES, INC.
STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006

Operating Activities

Net loss from operations $(48.,499)
Increase in CRD éccount ( 129)
Balance in CRD account \ 129
Cash Flow from Investing Activities 0

Cash Flow from Financing Activities

Capital Contributed 60,967
Increase in Cash ( 12,468

Cash: Beginning of the Year 13.752
Cash: End of the Year $  26.220
Supplemental Cash Flow Information:

Cash paid for interest $ 0

Cash paid for income taxes $ 0

- The accompanying notes are an integral part of these financial statements




GONOW SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS o
FOR THE YEAR ENDED DECEMBER 31, 2006 : Lok

NOTE 1 -- GENERAL AND ORGANIZATION

GoNow Secuntles Inc., the Firm, was formed in July 2000 as a Nevada Corporation. The Firm is
a registered Brokcr-Dealer with the Securities and Exchange Commission (SEC) and is a member
of the National Association of Securities Dealers (NASD). During 2005 the Firm’s NASD Rule

. 1017 Continuing Membership Application “CMA” was approved in April. The Firm now has a
Principal and Registered Representative both of whom joined the Firm and started as of January
2007 to transfer to the clearing firm their clients’ securities business and, in effect, commenced
and resumed securities business for the Firm.

NOTE 2 - NET CAPITAL REQUIREMENT

" The Firm 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 ($5,000) and requires that
the ratio of aggregate indebtedness to capital, both as defined, shall not exceed 15 to 1 and that -
equity capital may not be withdrawn or a cash dividend paid if the resulting net capital ratio
would exceed 10 to 1. See p.9 net capital calculation.

NOTE 3 - DUE FROM FORMER OFFICER

There was misappropriation of funds by Mr. Keny Edgar Chang, the Firm’s former President
.The matter has been investigated and being referred to legal advisors for collection. However,
the full amount has been reserved for possible uncollectibility.

NOTE 4 - SUBSEQUENT EVENT

The Firm continues to await staff written approval to resume its securities business.

NOTE 5 — USE OF ESTIMATES

Management’s estimates and assumptions used in preparation of compliant financials during the
reporting period may differ from actual results.

Note 6 — RESERVE REQUIREMENT, AND POSSESSION/CONTROL REQUIREMENT
OF RULE 15¢3-3.

GoNow Securities, Inc. is exempt from the reserve requirements of Rule 15¢3-3 under section
(kX2)(i). As an introducing $5,000.00 Broker Dealer the Firm does not possess or control
customer funds and securities in compliance with customer protection rule, SEC Rule 15¢3-3.

The accompanying notes are an integral part of these financial statements




GONOW SECURITIES, INC.
COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT
TO RULE 15¢3-1
DECEMBER 31, 2006

COMPUTATION OF NET CAPITAL
Total ownership equity from statement of

Financial condition _ $26,659
 Less Non Allowable Asset CRD account 129
.+ NET CAPITAL $26.530

COMPUTATION OF NET CAPITAL REQUIREMENTS

Minimum net aggregate indebtedness-

. 6-2/3 of net aggregate indebtedness $ 0
\ Minimum dollar net capital required $5.000

| Net Capital required (greater of above amounts) 3 5.000
’ .EXCESS CAPITAL '$21.530

Excess net capital at 100% (net capital less 10% of |
“aggregate indebtedness) $26.530

COMPUTATION OF AGGREGATE INDEBTEDNESS

- Total liabilities $ 0
- Percentage of aggregate indebtedness to net capital NA
" Percentage of debt 1o debt-equity to total
Computed in accordance with Rule 15¢ 3-1(d) NA
RECONCILIATION
The following is reconciliation, as of December 31, 2006 of the above
net capital computation with the Firm’s corresponding unaudited
computation to Rule 179-5(d)(4):
‘Net capital per FOCUS report $24,784
- Post closing bookkeeping adjustment 1,746
1. Net capital —Audited $26.530

The accompanying notes are an integral part of these financial statements
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MELVIN CROSBY & ASSOCIATES, INC.
Melvin E. Crosby, CPA
35-588 Cathedral Canyon Drive, Suite 120
Cathedral City, CA 92234

_ REPORT OF INDEPENDENT AUDITOR
ON INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

To the Board of Directors
GoNow Securities, Inc.
Los Angeles, California

In planning and performing my audit of the financial statements of GoNow Securities,
Inc. (the “Firm”) for the year ended December 31, 2006. I have considered its internal
control structure, including procedures for safeguarding securities, in order to determine
my auditing procedures for the purpose of expressing my opinion on the financial
statements, and not to provide assurance on the internal contro! structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, I have
made a study of the practice and procedures (including tests of compliance with such
practices and procedures) followed by the Firm that 1 considered relevant to the
objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (aggregate debits) and net capital under Rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of Rule 15¢3-3. I did not review
the practices and procedures followed by the Firm :(1) in making quarterly securities
examinations. Counts, verifications, and comparisons, and the recordation of differences-
required by Rule 17a-13; (2) in complying with the requirements for prompt payment for
securities under section 8 of Regulation T of the Board of Governors of the Federal
Reserve System; or (3) in obtaining and maintaining physical possession or control of all
fully paid and excess margin securities of customers, because the Firm does not carry
security accounts for customers or perform custodial functions relating to customer
securities. The Firm, therefore, claims exemption under Rule 15¢3-3 section (k)(2)(i).

The management of the Firm is responsible for establishing and maintaining an internal
control structure 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 policies and
procedures and of practices and procedures referred to in the preceding paragraph and to
assess whether these 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 procedure 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 accordance with generally accepted accounting
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principles. Rule 17a-5(g) lists additional objectives of the practice and-procedures listed
in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or irregularities 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 degree of compliance
with them may deteriorate.

My consideration of internal control structure would not necessarily disclose all matters
in the internal control structure that might be material weakness under the standards
established by the American Institute of Certified Accountants. A material weakness is a
condition 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 relationship 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.

I understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the Commission to be adequate for
its purpose 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 respects indicate a material inadequacy for such purposes. Based on this
understanding and on my study, I believe that the Firm’s practices and procedures were
adequate at December 31, 2006 to meet the Commission’s objectives.

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

Commission, the Nationa! Association of Securities Dealers, Inc., and other regulatory
agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934, and

should not be used for any other purpose.

Melvin E. Crosby, CPA .
Los Angeles, California
February 22, 2007
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Mr. Melvin E. Crosby, CPA
MELVIN CROSBY & ASSOCIATES, INC.
35-688 Cathedral Canyon Drive, Suite 120
Cathedral City, CA 92234

ENGAGEMENT LETTER

February 20, 2007

GoNow Securities, Inc
3580 Wilshire Boulevard, 17" Floor
Los Angeles, CA 90010

Attn: Mr. Dennis Paul Encapera, Principal
Dear Mr. Encapera;

I am pleased to serve as your independent accountant. The purpose of this letter is to
confirm the terms of my engagement and to clarify the nature and extent of the auditing
and accounting services [ will provide.

I will audit the statement of financial condition and the supplemental schedule required
by the SEC rule 15¢3-1 as of December 31, 2006 and the statements of operations,
stockholders’ equity and cash flows for the year then ended. My audit will be made in
conformity with auditing standards generally accepted in the United States of America,
and accordingly will include such tests of the accounting records and such other auditing
procedures, as I consider necessary in the circumstances.

‘During the course of my work it is possible that I will observe opportunities for
-economics in, or improved controls over your operations. It is my practice to bring such
matters to the attention of the appropriate level of management either orally or in writing.

It is my understanding that although the purpose and objective of the audit is to lead to
the expression of an opinion with respect to the financial statements, circumstances may
exist or may arise which would preclude submitting such opinion. Should deficiencies in
internal control, significant uncertainties or contingent liabilities be discovered which
would have an affect upon my opinion, I will inform you as promptly as possible and
attempt to arrive at a conclusion acceptable to both of us. If my opinion will be other than
unqualified, the reasons therefore will be fully disclosed.

It is understood that the examination contemplated is based upon tests and samples, since
detailed auditing of all transactions is not practicable. It is also understood that such an
examination (even when tests and samples are deemed adequate in the circumstances to
provide the basis for a professional opinion relating to the financial statements}) is not
specifically designed, and cannot be relied upon to disclose fraud, defalcations, or similar



imegularities should amy exist. 1F their possible discovery resulis, 1 will, of course, infortn
you of any findings which to me appear to be unusual or abnormal.

Whenever possible, 1 will use your personne! to assist ini this work and so reducs costs.
I call your atiention to thefactlhatmmagémmﬁas a.respoﬁsibility for the proper

recording of transactions, for the safaguarding of assets, and for the substantial accuracy
of their financial statements. Although [ may reproduce yesr finsnclal smisments 6 my

mm,ﬁnmmmmﬂvmmmﬂonofmmgmgm.
i 19 statemnts':."

meﬁtsmsisr 1 & A jon if my name 1s
with 1he stateroents o1 report in g way, This inelndes mzbiia re

2} to ﬁn ents jchy T hat ned,

The charges for my work are based on the ime involyed plus direct expenses, My staft
rates vary acconding to the degree of responaibility involved end skill required. Your
wark product as to the statements and report you provided my office on electronio media
Microsoft word formai] will be reproduced in the same format by my secretary Jemifer
for my farther review against books amd records you provided and my office copled in
the month of Februery 2007. I acknowledge receipt of full amount of $360.00 to cover
my work as the Firm remained dormant with limited or no acrivity during the andit period
[Bank of Amerlca, Weils Fargo Benk, and Citibank woathly frterest incoms, and Pirm’s
upkeep expenses reflected as additional feid in capital] of yesr ended December 31, 2006

"If the above terrs are in accordance with yonr nndersianding and are accsptablc to you,
please sign and retum the duplicate copy of this letter o me. o

. Tvery much appreqi;;ic the oﬁp&?nmﬁy to‘sgrve you and will be pleased to_;liswss any

questions you reay have,
S Very troly yours;
MELVIN CROSBY & ASSOCIATES, INC.

Melvin E. Crosby, CPA

The services described in the fotegping letter are in accordance with our requirements
and we anderstand the terms and conditions recited therein. .

GONOW SECURITIES, INC

Qma/%t/ﬂ{hlﬂw

By: Dennis Paul Encapera, <
Principal | Dated: This 7 & February, 2007,

END




