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Report of Independent Auditors

To the Member:

We have audited the accompanying statements of financial condition of Shoreline Pacific, LLC as of
December 31, 2008 and 2007, and the related statements of operations, changes in member’s equity, and
cash flows for the years 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
audits.

We conducted our audits 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 consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of Shoreline
Pacific, LLC’s internal control over financial reporting. Accordingly, we express no such opinion. An
audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide 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 Shoreline Pacific, LLC as of December 31, 2008 and 2007, and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Low todtham 3 Company LLP

San Francisco, California
February 2, 2009
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SHORELINE PACIFIC, LLC

Qath of Corporate Officer
December 31, 2008

I affirm that to the best of my knowledge and belief the accompanying financial statements and
supporting schedules are true and correct. 1 further affirm that neither the Company nor any member,

proprietor, principal office, or director has any proprietary interest in any account classified solely as
that of a customer.

P linrr——

Harlan P. Kleima
Shoreline Pacifi¢, L1.C




SHORELINE PACIFIC, LLC

Statements of Financial Condition
As of December 31, 2008 and 2007

Assets
Cash
Accounts receivable, net

Qther assets

Total assets
Liabilities and Member’s Equity

Liabilities:
Accounts payable
Income taxes payable

Total liabilities

Member’s equity

Total liabilities and member’s equity

The accompanying notes are an integral part of these financial statements.
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2008 2007
$82,888 $428,292
10,324 3,054
$93.212 $431,346
$31,233 $ ---
1,700 6,800
32,933 6,800
60,279 424,546
$93,212 $431,346




SHORELINE PACIFIC, LLC

Statements of Operations

For the Years Ended December 31, 2008 and 2007

Fees

Expenses:
General and administrative
[Income taxes

Total expenses

Net income

The accompanying notes are an integral part of these financial statements.
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2008 2007
$367,452 $2,568,776
325,749 1,405,408
1,700 6,800
327,449 1,412,208
$ 40,003 $1,156,568




SHORELINE PACIFIC, LLC

Statements of Changes in Member’s Equity
For the Years Ended December 31, 2008 and 2007

Member’s
Equity

Balance at January 1, 2007 $ 270,944
Withdrawals (1,002,966)
Net income 1,156,568
Balance at December 31, 2007 424,546
Contributions 84,000
Withdrawals (488,270)
Net income 40,003
Balance at December 31, 2008 3 60,279

The accompanying notes are an integral part of these financial statements.
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SHORELINE PACIFIC, LLC

Statements of Cash Flows
For the Years Ended December 31, 2008 and 2007

2008 2007
Cash flows from operating activities:
Net income $ 40,003 $ 1,156,568
Reserve for doubtful accounts - 12,333
Adjustments to reconcile net income to net cash provided by
operating activities:
Accounts receivable - (11,112)
Other assets (7,270) (2,776)
Accounts payable 31,233 (9.719
Income taxes payable (5,100) ==
Net cash provided by operating activities 58,866 1,145,294
Cash flows from financing activities:
Contributions 84,000 -
Withdrawals (488,270) (1,002,966)
Net cash used in financing activities (404,270) (1,002,966)
Net increase (decrease) in cash (345,404) 142,328
Cash:
At the beginning of the year 428292 285,964
At the end of the year $ 82,888 § 428,292

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

6
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SHORELINE PACIFIC, LLC-

Notes to the Financial Statements
For the Years Ended December 31, 2008 and 2007

Summary of Significant Accounting Policies

General - Shoreline Pacific, LLC is a limited liability company established in August 2000. The last
date on which Shoreline Pacific, LLC is to dissolve is December 31, 2045. On April 3, 2001, the
National Association of Securities Dealers, Inc. approved Shoreline Pacific, LLC’s membership.
Shoreline Pacific, LLC will be providing financing and financial advisory services to public
companies. Shoreline Pacific, LLC will not hold customer funds or safekeep customer securities.

Basis of Accounting - The accompanying financial statements are presented in accordance with
accounting principles generally accepted in the United States of America on the accrual basis of
accounting. 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 certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Fair Value - Shoreline Pacific, LLC adopted the provisions of SFAS No. 157 as amended by FSP
FAS 157-1 and FSP FAS 157-2 on January 1, 2008. Shoreline Pacific, LLC recorded no change to its
opening balance of accumulated deficit as of January 1, 2008 as it did not have any financial
instruments requiring retrospective application per the provisions of SFAS No. 157.

Fair Value Hierarchy - SFAS No. 157 specifies a hierarchy of valuation techniques based upon
whether the inputs to those valuation techniques reflect assumptions other market participants would
use based upon market data obtained from independent sources (observable inputs) or reflect
Shoreline Pacific, LLC’s own assumptions of market participant valuation (unobservable inputs). In
accordance with SFAS No. 157, these two types of inputs have created the following fair value
hierarchy:

Level 1 - Quoted prices in active markets that are unadjusted and accessible at the measurement
date for identical, unrestricted assets or liabilities;

Level 2 - Quoted prices for identical assets and liabilities in markets that are not active, quoted
prices for similar assets and liabilities in active markets or financial instruments for which
significant inputs are observable, either directly or indirectly;

Level 3 - Prices or valuations that require inputs that are both significant to the fair value
measurement and unobservable.

SFAS No. 157 requires the use of observable market data if such data is available without undue cost
and effort.
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SHORELINE PACIFIC, LLC

Notes to the Financial Statements
For the Years Ended December 31, 2008 and 2007

Measurement of Fair Value - Shoreline Pacific, LLC measures fair value as an exit price using the
procedures described below for all assets and liabilitics measured at fair value. When available,
Shoreline Pacific, LLC uses unadjusted quoted market prices to measure fair value and classifies such
items within Level 1. If quoted market prices are not available, fair value is based upon internally
developed models that use, where possible, current market-based or independently-sourced market
parameters such as interest rates and currency rates. Items valued using internally generated models
are classified according to the lowest level input or value driver that is significant to the valuation.
Thus, an item may be classified in Level 3 even though there may be inputs that are readily
observable. If quoted market prices are not available, the valuation model used generally depends on
the specific asset or liability being valued.

Credit risk adjustments are applied to reflect Shoreline Pacific, LLC’s own credit risk when valuing
all liabilities measured at fair value. The methodology is consistent with that applied in developing
counterparty credit risk adjustments, but incorporates Shoreline Pacific, LLC’s own credit risk as
observed in the credit default swap market.

The following table presents Shoreline Pacific, LLC’s assets and liabilities that are measured at fair
value on a recurring basis at December 31, 2008:

Level | Level 2 Level 3 Total

Cash $82,889 $--- $--- 582,889

Realized gains and losses are recorded when securities are sold using the first in, first out cost method
unless specifically identified.

Accounts Receivable - Shoreline Pacific, LLC provides its services to customers on an open credit
basis. Shoreline Pacific, LL.C’s accounts receivable are due from such customers and are generally
uncollateralized. Shoreline Pacific, LLC uses the reserve for bad debt method of valuing doubtful
accounts receivable which is based on historical experience, coupled with a review of the current
status of existing receivables. The balance of the reserve for doubtful accounts, deducted against
accounts receivable to properly reflect the realizable value, is $12,333. Bad debt expense totaled
none and $12,333 for the years ended December 31, 2008 and 2007,

Revenue Recognition - Shoreline Pacific, LLC’s revenues are recognized when earned.
Expense Recognition - Shoreline Pacific, LLC’s expenses are charged to expense as incurred.
Income Taxes - Shoreline Pacific, LLC is treated as a partnership for federal and state income tax

purposes. Consequently, no provision has been made for federal or state income taxes, since these
taxes are the responsibility of the member.
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SHORELINE PACIFIC,LLC -

Notes to the Financial Statements
For the Years Ended December 31, 2008 and 2007

Concentration of Credit Risk - Financial instruments that pbtefitially subject Shoreline Pacific, LLC
to a concentration of credit risk principally consist of cash and accounts receivable.

At times, cash may be in excess of federally insured limits.

Shoreline Pacific, LLC had one customer that comprises 100% of total accounts receivable at
December 31, 2008 and December 31, 2007.

For the year ended December 31, 2008, approximately 49%, 26% and 19% of fees were from three
customers. For the year ended December 31, 2007, approximately 36%, 18%, 14%, and 12% of fees
were from four customers.

Comprehensive Income - Shoreline Pacific, LLC has adopted the provisions to SFAS No. 130,
“Comprehensive Income”. SFAS No. 130 establishes standards for reporting and display of
comprehensive income and its components for general purpose financial statements. For all periods
presented, there were no differences between net income and comprehensive income.

Related Party Transactions
During 2008 and 2007, Shoreline Pacific, LLC distributed $488,270 and $1,002,966 to its member.

During 2008 and 2007, Shoreline Pacific, LLC received $84,000 and none from its member.

Net Capital Requirements

Shoreline Pacific, LLC is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio
of aggregated indebtedness to capital, both as defined, shall not exceed 15 to 1. At December 31,
2008 and 2007, Shoreline Pacific, LLC had net capital of $49,955 and $421,492. Net capital is
$44,955 and $416,492 in excess of its required net capital of $5,000. At December 31, 2008 and
2007, Shoreline Pacific, LLC’s ratio of aggregated indebtedness to net capital was .66 to 1 and 0.02
tol.
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Report of Independent Auditors on Supplementary Information
Required by Rule 17a-5 of the Securities and Exchange Commission

To the Member:

We have audited the accompanying financial statements of Shoreline Pacific, LLC as of and for the year
ended December 31, 2008, and have issued our report thereon dated February 2, 2009. Our audit was
conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
supplementary information contained in the following pages are 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 Act of 1934. The supplementary information
contained in the following page has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly presented in all material respects in relation to the
basic financial statements taken as a whole.

Lowrtothom 3 lompary LLP

San Francisco, California
February 2, 2009
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SHORELINE PACIFIC, LLC

Computation of Net Capital
Under Rule 15¢3-1 of the Securities and Exchange Commission
As of December 31, 2008

Net Capital

Total member’s equity from statement of financial condition
Deductions and/or charges:

Total nonallowable assets from statement of financial condition
Other assets

Net capital before haircuts on securities position

Haircuts on securities

Net capital
Minimum net capital required (6-2/3% of total aggregated indebtedness)
Minimum dollar net capital required

Net capital requirement (greater of minimum net capital required or minimum dollar
net capital required)

Excess net capita}

Excess capital at 1000%

Aggregate Indebtedness

Total liabilities from statement of financial condition
Less non-aggregate indebtedness

Total aggregated indebtedness

Ratio: Aggregated indebtedness to net capital

12

$60,279

(10,324)

49,955

$49,955
_$2,19

$ 5,000

_ 85000
$44,955

$46,662

$32,933

$32,933

0.66t0 1




SHORELINE PACIFIC, LLC

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
As of December 31, 2008

Shoreline Pacific, LLC has no reserve requirements as of December 31, 2008, under Rule 15¢3-3.

13



SHORELINE PACIFIC, LLC
Information Relating to Possession or Control Requirements

Under Rule 15¢3-3 of the Securities and Exchange Commission
As of December 31, 2008

Shoreline Pacific, LLC is in compliance with provisions of Rule 15¢3-3(b), 15¢3-3(c), and 15¢3-3(d) at
December 31, 2008.

14



SHORELINE PACIFIC, LLC
Reconciliation Pursuant to Rule 17a-5(d)(4) of the Securities and Exchange Commission

As of December 31, 2008

Reconciliation of differences between Computation of Net Capital as filed by Shoreline Pacific, LLC in
Part [IA and computation contained in supplementary information to the financial statements:

Net capital as reported by Shoreline Pacific, LLC in Part IIA A $50,855
Differences:
Audit adjustment to correct provision for income taxes 900
Net capital as reported in the financial statements $49,955
15
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Report of Independent Auditors on Internal Control

To the Member:

In planning and performing our audit of the financial statements and supplementary schedules of Shoreline
Pacific, LLC (the “Company™), as of and for the year ended December 31, 2008, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company’s internal control
over financial reporting (“internal control™) as a basis for designing our audit procedures for the purpose of
expressing our opinion on the financial statements and supplemental schedules, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we have made
astudy of the practices and procedures followed by the Company including consideration of control activities
for safeguarding securities. This study included 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
performs 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 quarterly securities examinations, counts, verifications, and comparisons and recordation of
differences required by rule 17a-13.

2. 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 fulfilling this responsibility, estimates and
Jjudgments 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 preparation of financial statements in conformity 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,

16
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The Member
Page 2

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.

A control deficiency exists when the design or operation of a controf does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote likelihood that a
misstaternent of the entity's financial statements that is more than inconsequential will not be prevented or
detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs
and would not necessarily identify all deficiencies in internal control that might be material weaknesses. We
did not identify any deficiencies in internal control and control activities for safeguarding securities that we
considered 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 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 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, as described in the
second paragraph of this report, were adequate at December 31, 2008, to meet the SEC’s objectives.

This report is intended solely for the information and use of the member, management, the SEC, Financial
Industry Regulatory Authority, and other regulatory agencies which rely on Rule 17a-5(g) under the Securities
and 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.

Cwihham 3 4”';0"3’ LLP

San Francisco, California
February 2, 2009
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OATH OR AFFIRMATION

1, Harlan P. Kleiman , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Shoreline Pacific, LLC , as

of  December 31 ,20 08 , are true and correct. [ further swear (or affirm) that

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:

None

1//)//

T AL~

{ignature

Member
Title

@:"\ Z/u/aq

Notary Public

STEVEN M. KETCHERSID
Commission # 1598442
Notary Public - Califomia
San Francisco County

—

his report ** contains {check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income {Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i} 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 of Rule 15¢3-3.

{k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

0O OXXEEXEEEDX

O0X

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3).
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