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PKF
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Professional Corporation

Accountants

business advisers

INDEPENDENT AUDITORS REPORT

To the Member of

ShP Securities LLC

San Diego California

We have audited the accompanying statement of financial condition of ShP Securities LLC the

Company California limited liability company as of December 31 2009 and the related

statements of operations changes in members equity and cash flows for the year then ended

These financial statements are the responsibility of the Companys 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

misstatements An audit includes examining on 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 reasonable basis

for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of ShP Securities LLC as of December 31 2009 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 whole The information contained in Schedules II Ill and IV is presented for

purposes of additional analysis and is not required part of the basic financial statements but is

supplementary information required by Rule 7a-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 whole

San Diego California PKF
March 26 2010 Certified Public Accountants

Professional Corporation

Telephone 619 238.1040 Fax 619 237.5177

Email info@pkfsandiego.com Website www.pkfsandiego.com

PKF 2020 Camino del Rio North Suite 500 San Diego California 92108 US

The PKF International Association is an association of legally independent firms



ShP SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2009

ASSETS

CURRENT ASSETS

Cash 5182

Investments 10074

Accounts receivable 21000

Total current assets 36256

LIABILITIES AND MEMBERS EQUITY

CURRENT LIABILITIES

Accounts payable and accrued expenses 1000

Taxes payable 1700

Total current liabilities 2700

CONTINGENCIES Note

MEMBERS EQUITY 33556

Total liabilities and members equity 36256

The accompanying notes are an integral part of these financial statements
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ShP SECURITIES LLC

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31 2009

REVENUES
Success and retainer fees 653636

Interest income 74

Total revenues 653710

Project related costs and referral fees 546037

Gross profit 107673

EXPENSES

Occupancy 31600

Professional fees 13108

Other operating expenses 77581

Taxes 2500

Total expenses 124789

Net loss 17116

The accompanying notes are an integral part of these financial statements
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ShP SECURITIES LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY
FOR THE YEAR ENDED DECEMBER 31 2009

Balance at December 31 2008 40672

Contributions 10000

Net loss 17116

Balance at December 31 2009 33556

The accompanying notes are an integral part of these financial statements
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ShP SECURITIES LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss

Adjustments to reconcile net loss to net cash

used in operating activities

Decrease in assets

Accounts receivable

Prepaid expenses

Other assets

Decrease increase in liabilities

Accounts payable and accrued expenses

Taxes payable

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of investment

Net cash used in investing activities

17116

2977

105

10600

1200
800

3834

10074

10074

CASH FLOWS FROM FINANCING ACTIVITIES

Members contributions

Net cash provided by financing activities

10000

10000

Net decrease in cash 3908

Cash at beginning of the year

Cash at end of year

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash paid during the period for

Taxes

Interest

9090

5182

1700

The accompanying notes are an integral part of these financial statements
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ShP SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31 2009

NOTE ORGANIZATION

ShP Securities LLC the Company is California Limited Liability Company LLC
registered as broker/dealer in securities under the Securities Exchange Act of 1934 as

amended The Company was organized on April 2006 The Company is member of

the Financial Industry Regulatory Authority FINRA and the Securities Investor Protection

Corporation SIPC

The Company is corporate finance advisory firm providing range of merger and

acquisition MA solutions for the business market It does not carry security accounts for

customers and does not perform custodial functions relating to customer securities

The Company is wholly-owned subsidiary of Shoreline Partners LLC the Parent

NOTE 2- ACCOUNTING POLICIES

Estimates

The financial statements are prepared on the accrual basis of accounting in accordance

with accounting principles generally accepted in the United States of America which

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

Revenue Recognition

Success and retainer fees are recognized when earned

Concentration of Credit Risk

The Company maintains its bank accounts at financial institutions located in California The

Federal Deposit Insurance Corporation FDIC insures accounts at each of these banks up

to $250000 at December 31 2009 As of December 31 2009 the Companys cash

accounts did not exceed the FDIC insurance limits The Company has not experienced any

losses in such cash accounts and management believes it places its cash on deposit with

financial institutions which are financially stable

Investments

The Company invests in certificate of deposits in which the carrying value reflected in the

balance sheet at December 31 2009 reasonably approximates the fair value for financial

instruments in accordance with Financial Accounting Standards Board FASB
Accounting Standards Codification ASC 820 Fair Value Measurements In making such

assessment the Company has utilized quoted prices in active markets for identical assets

Level
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ShP SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31 2009

NOTE 2- ACCOUNTING POLICIES continued

Income Taxes

The Company is limited liability company elected to be treated as partnership for Federal

and state tax purposes As such no provision has been made for income taxes since such

taxes if any are payable by the Member The Company has recorded approximately $800

within its tax expense which represents the California LLC fee paid by the Company in 2009

The Company has adopted the application of uncertain tax positions of FASB 740 Income

Taxes for its current year The standard addresses the determination of whether tax benefits

claimed or expected to be claimed on tax return should be recorded in the financial

statements Under FASB ASC 740 the Company may recognize the tax benefit from an

uncertain tax position only if it is more likely than not that the tax position will be sustained on

examination by the taxing authorities based on the technical merits of the position The tax

benefits recognized in the financial statements from such position should be measured

based on the largest benefit that has greater than fifty percent likelihood of being realized

upon ultimate settlement FASB ASC 740 also provides guidance on de-recognition

classification interest and penalties on income taxes accounting in interim periods and

requires increased disclosures At the date of adoption and as of December 31 2009 the

Company does not have liability for unrecognized tax uncertainties

The Companys policy is to record interest and penalties on uncertain tax positions as income

tax expense As of December 31 2009 the Company has no accrued interest or penalties

related to uncertain tax positions

NOTE 3- NET CAPITAL REQUIREMENTS

The Company is subject to Rule 15c3-1a2ii of the Securities Exchange Act of 1934 as

amended which requires that the ratio of aggregate indebtedness to net capital as defined

not exceed 15 to and that the Company maintain minimum net capital of $5000 or and

2/3% of aggregated indebtedness $180 at December 31 2009 whichever is higher At

December 31 2009 the Company had net capital of $1518 in excess of the required

minimum net capital and the ratio of aggregate indebtedness to net capital was 0.22 to
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ShP SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31 2009

NOTE 4- CONTINGENCIES

Litigation

The Company is not involved in any material claims or litigation Management does not

believe there are claims that would have material effect on the financial statements of the

Company

NOTE 5- RELATED PARTY TRANSACTIONS

For the year ended December 31 2009 the Company entered into month-to-month cost

sharing agreement with its Parent whereby the Company pays the Parent for use of office

space and general office services During the year ended December 31 2009 the Company

incurred $85380 of expenses which is included in various expense accounts in the

statement of operations

NOTE 6- SUBSEQUENT EVENTS

Management has evaluated subsequent events as defined by FASB ASC 855 Subsequent

Events through the date that the financial statements were available to be issued on March

26 2010
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ShP SECURITIES LLC

SCHEDULE
RECONCILIATION OF COMPUTATION OF NET CAPITAL

PURSUANT TO RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31 2009

NET CAPITAL

Total members equity 33556

Less non-allowable assets

Accounts receivable 21000

Non-allowable assets 21000

Less Other deductions and/or charges

Net capital before charges on security positions 12556

Less haircuts on security positions

Certificate of deposit 38

Net capital 12518

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS

Minimum net capital required 6-2/3% of aggregate

indebtedness or $5000 whichever is greater 5000

Net capital in excess of amount required 7518

Aggregate indebtedness 2700

Ratio of aggregate indebtedness to net capital 0.22 to
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ShP SECURITIES LLC

SCHEDULE II

RECONCILIATION OF COMPUTATION OF NET CAPITAL

PURSUANT TO RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31 2009

Net capital as previously reported in Part II of

Form X-1 7A-5 of the Companys FOCUS report

Adjustment

Haircut on certificate of deposit

Net capital as reported on the Companys

amended FOCUS report

Aggregate indebtness as previously reported in Part II

of Form X-1 7A-5 of the Companys FOCUS report

Adjustments

Aggregate indebtness as reported on the Companys
amended FOCUS report

12556

38

12518

2700

2700
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ShP SECURITIES LLC

SCHEDULE III

COMPUTATION OF RESERVE REQUIREMENTS
PURSUANT TO RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

FOR THE YEAR ENDED DECEMBER 31 2009

computation of reserve requirement is not applicable for ShP Securities LLC as the

Company qualifies for exemption under Rule 5c3-3k2i

11



ShP SECURITIES LLC

SCHEDULE IV

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
PURSUANT RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

FOR THE YEAR ENDED DECEMBER 31 2009

Information relating to possession or control requirements is not applicable to ShP

Securities LLC as the Company qualifies for exemption under the Rule 15c3-3 k2i
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INDEPENDENT AUDITORS REPORT ON
INTERNAL CONTROL REQUIRED BY

RULE 17A-5 OF THE SECURITIES AND EXCHANGE COMMISSION

To the Member of

ShP Securities LLC

San Diego California

In planning and performing our audit of the ShP Securities LLC the Company financial

statements as of and for the year ended December 31 2009 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys
internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the Company financial statements but

not for the purpose of expressing an opinion on the effectiveness of the Companys internal

control Accordingly we do not express an opinion on the effectiveness of the Companys
internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made study 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 7a-5g
in making the periodic.computations of aggregate indebtedness or aggregate debits and net

capital under Rule 17a-3a1 and for determining compliance with the exemptive provisions

of 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

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 17a-13 or

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation 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 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 SECs 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

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Telephone 619238.1040 Fax 619237.5177

Email info@pkfsandiego.com Website www.pkfsandiego.com

PKF 2020 Camino del Rio North Suite 500 San Diego California 92108 US

The PKF International Association is an association of legally independent firms



Because of inherent limitations in internal control and 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

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect misstatements on timely basis significant deficiency is control

deficiency or combination of control deficiencies that adversely affects the entitys ability to

initiate authorize record process or report financial data reliably in accordance with generally

accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not be

prevented or detected by the entitys internal control material weakness is significant

deficiency or combination of significant deficiencies that results in more than remote

likelihood that material misstatement of the financial statements will not be prevented or

detected by the entitys 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 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

material inadequacy for such purposes Based on this understanding and on our study we

believe that the Companys practices and procedures as described in the second paragraph of

this report was adequate at December 31 2009 to meet the SECs objectives

This report is intended solely for the information and use of the Members management the

SEC and other regulatory agencies that rely on Rule 17a-5g 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

San Diego California PKF

March 26 2010 Certified Public Accountants

Professional Corporation
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