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HARPER & PEARSON

COMPANY, P.C. i

INDEPENDENT AUDITOR’S REPORT

To the Partners
GulfStar Group I, Ltd.
Houston, Texas

We have audited the accompanying statements of financial condition of GulfStar Group I, Ltd. (the
Partnership) as of December 31, 2009 and 2008 and the related statements of operations, changes in
partners’ capital and cash flows for the years 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 Partnership’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards in the United States.
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 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 the Partnership as of December 31, 2009 and 2008 and the results of its operations and its cash
flows for the years then ended, in conformity with generally accepted accounting principles in the United
States.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules I and II 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 Securities Exchange Act of 1934. 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.

N

Houston, Texas
February 25, 2010

2
One Riverway - Suite 1000 - Houston, Texas 77056-1973 - 713.622.2310 - 713.622.5613 fax

harperpearson.com




GULFSTAR GROUP I, LTD.
STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2009 AND 2008

2009 2008
ASSETS
Cash and cash equivalents $ 309,921 $ 64,250
Accounts receivable 15,000 20,000
Note receivable 270,000 -
Prepaid management fees 180,000 -
TOTAL ASSETS $ 774,921 $ 84,250
LIABILITY AND PARTNERS' CAPITAL
Accounts payable $ 42,289 $ -
Accrued state income tax 30,434 -
TOTAL LIABILITIES 72,723 -
Partners' capital 702,198 84,250
TOTAL LIABILITY AND PARTNERS' CAPITAL $ 774,921 $ 84,250

See independent auditor's report. 3



GULFSTAR GROUP I, LTD.
STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

Revenues
Commissions and retainer

Total Revenues

Expenses
Management fees
Managing directors fees
Referral fees
Payroll taxes
Professional fees
Membership and dues
Licenses and registrations
State income tax
Other

Total Expenses

Net Income (Loss)

See independent auditor's report.

2009 2008
$ 4,527,749 $ 60,000

4,527,749

1,780,387
1,428,979
577,500
45,641
46,162
174
30,434
524

3,909,801

$ 617,948

60,000

69,854

17,192
26,230
4,000
13,014
40

130,330

$ (70,330)



‘ GULFSTAR GROUP I, LTD.
STATEMENTS OF CHANGES IN PARTNERS' CAPITAL
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

Balance, December 31, 2007
Ordinary Distributions

Distributions of Interest in Subsidiary
Net Loss

Balance, December 31, 2008

Net Income

Balance, December 31, 2009

See independent auditor's report.

General Limited
Partner Partners Total

$ 124,340 $ 1,202,413 $ 1,326,753

- (174,240) (174,240)

. (997,933) (997,933)
(40,090) (30,240) (70,330)
84,250 - 84,250
62 617,886 617,948

$ 84,312 $ 617,886 $ 702,198




GULFSTAR GROUP I, LTD.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash paid for management fees and expenses
State income tax

Net cash provided (used) by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase in note receivable
Capital distributions

Net cash used by financing activities

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF NET INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Net income (loss)
Change in accounts receiveable
Change in prepaid management fees
Change in accounts payable
Change in accrued state income tax

Net cash provided (used) by operating activities

See independent auditor's report. ' 6

2009 2008

$ 4,532,749 $ 40,000
(4,017,078) (117,316)

- (13,014)

515,671 (90,330)
(270,000) .

- (174,240)

270,000 (174,240)
245,671 (264,570)

64,250

$ 309,921

$ 617,948
5,000
(180,000)
42,289

30,434

§ 515671

328820

$ 64,250
$  (70,330)

(20,000)
$  (90,330)



GULFSTAR GROUP I, LTD.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

NOTE A

BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GulfStar Group I, Ltd. (a Texas limited partnership) (the Partnership) maintains its accounts
on the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States. Accounting principles followed by the Partnership and the
methods of applying those principles which materially affect the determination of financial
position, results of operations and cash flows are summarized below:

Description of Business - The Partnership is located in Houston, Texas and is a private
investment banking firm. Accordingly, the Partnership has claimed an exemption from Rule
15¢3-3 under section (K)(1). The Partnership is registered as a Broker-Dealer with the
Securities and Exchange Commission, and a member of the Financial Industry Regulation

Authority (FINRA).

Statement Presentation - The unclassified statement of financial condition is presented in
accordance with industry standards.

Revenue Recognition - Commissions are recognized when trades settle and receivables are
recorded at that time.

Income Taxes - The Partnership’s income, losses, and tax credits will be included in the
income tax returns of the partners. Accordingly, the Partnership does not record a provision
for Federal income taxes. State income tax (Texas Margin Tax), if due, is accrued as a
component of expenses.

Cash and Cash Equivalents - The Partnership considers all short-term investments with an
original maturity of three months or less to be cash equivalents.

Investments - The Partnership does not hold any investments.

Estimates - The preparation of the financial statements 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.

Accounting for Uncertain Tax Positions - Generally accepted accounting principles (GAAP)
provides detailed guidance for the financial statement recognition, measurement and
disclosure of uncertain tax positions recognized in an enterprise’s financial statements. GAAP
requires an entity to recognize the financial statement impact of a tax position when it is
more likely than not that the position will be sustained upon examination. The Partnership
believes that all significant tax positions utilized by the Partnership will more likely than not
be sustained upon examination.

Subsequent Events - The Partnership has evaluated subsequent events through February 25,
2010, the date the financial statements were issued. No subsequent events occurred, which
require adjustment or disclosure to the financial statements at December 31, 2009



: GULFSTAR GROUP I, LTD.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

NOTE B

NOTEC

NOTE D

ORGANIZATION

The Partnership’s general partner is GulfStar Group GP, LLC, owning a 0.01% interest.
Through December 31, 2007, GulfStar Investment of Nevada Inc. (Nevada) and IBC
Subsidiary Corporation (IBC) owned 29.9975% and 69.993% in limited partnership interests,
respectively. Effective January 1, 2008, the limited partnership interest was reallocated
between Nevada and IBC to 49.995% and 49.995%, each. Also effective January 1, 2008,
the Partnership’s interest in Gulfstar Merchant Banking, Ltd (Merchant Banking, a former
subsidiary of the partnership) was distributed to IBC. The Partnership can remain in existence
until December 31, 2050.

All Partnership profits, losses, and distributions are to be allocated to the partners in
proportion to their respective percentage interests.

MANAGEMENT AGREEMENT

The Partnership utilizes the services of GulfStar II, Ltd. (GulfStar II) (an affiliated company)
for the day-to-day operation and management of the Partnership’s business, including
financial services management, information systems, bookkeeping, recordkeeping, clerical
services, furnishing office space, equipment, and supplies; assisting in compliance with all
reporting and administrative obligations of the Partnership; assisting in preparation and
updating of a business plan, preparation of budgets, providing marketing and sales support,
obtaining research, analysis, and informational services; and arranging for monitoring of
legal, accounting, and other professional services. As compensation for these services the
Partnership pays GulfStar II a management fee, payable monthly in advance or at such other
times as the parties may mutually agree. Fees are based on a percentage of private
placement fee revenues and a specific allocation of incremental overhead.

Total fees paid by the Partnership pursuant to the agreement were $540,000 and $69,854 for
the years ended December 31, 2009 and 2008, respectively. As of December 31, 2009 the
Partnership had prepaid $180,000 of their 2010 management fees. Effective January 2,
2009, GuifStar II also agreed to pay the Partnership a retainer fee on a monthly basis. Total
retainer fees received by the Partnership were $180,000 for the year ended December 31,

2009.

NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15c3-1 of the Securities Exchange Act of 1934,
the Partnership is required to maintain a minimum net capital, and comply with a ratio of
aggregate indebtedness to net capital as defined under such provisions. Net capital and the
related ratio of aggregate indebtedness to net capital may fluctuate on a daily basis.

At December 31, 2009 and 2008, the Partnership had net capital of $237,154 and $62,000,
respectively, and a net capital requirement of $5,000. The Partnership's ratio of aggregate
indebtedness to net capital was .31 to 1 and zero at December 31, 2009 and 2008,
respectively. The Securities and Exchange Commission permits a ratio of aggregate
indebtedness to net capital for the Partnership at this time of no greater than 15 to 1.



GULFSTAR GROUP I, LTD.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

NOTE E

NOTE F

NOTE G

NOTE H

CONCENTRATIONS AND CREDIT RISK

The Partnership’s bank balance, which was $309,921 and held at a single bank at December
31, 2009, is insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. It
is the Partnership’s practice to utilize high net worth financial institutions to minimize credit
risk. Additionally the Partnership has credit risk related to the note receivable from GulfStar
II. The Partnership’s management does not believe significant credit risk exists in relation to
this receivable and that no reserves are required.

NOTE RECEIVABLE

The Partnership created an intercompany receivable with its affiliate GulifStar II on February
26, 2009 in the amount of $270,000. This is an interest free note which will mature on
February 25, 2010. The imputed interest on the note is not significant.

ACCOUNTING FOR UNCERTAIN TAX POSITIONS

Generally accepted accounting principles (GAAP) provides detailed guidance for the financial
statement recognition, measurement and disclosure of uncertain tax positions recognized in
an enterprise’s financial statements. GAAP requires an entity to recognize the financial
statement impact of a tax position when it is more likely than not that the position will be
sustained upon examination. The Partnership believes that all significant tax positions utilized
by the Partnership will more likely than not be sustained upon examination.

DIVESTITURE OF SUBSIDIARY

In 2008, the Partnership divested its investment totaling $997,993 in the Merchant Bank
subsidiary to a separate independent partnership.



GULFSTAR GROUP I, LTD.
SCHEDULE I

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2009

NET CAPITAL
Total member's equity qualified for net capital

Deductions and/or charges
Nonallowable assets:
Cash
Accounts receivable
Note receivable
Prepaid expenses

Net capital

COMPUTATION ON BASIC NET CAPITAL REQUIREMENTS
Minimum net capital required (6.66% of total aggregate
indebtedness)

Minimum dollar net capital requirement

Net capital requirement (greater of above two minimum
requirement amounts)

Excess net capital

Ratio: Aggregate indebtedness to net capital

NET CAPITAL, AS REPORTED IN COMPANY'S PART II
(Unaudited) FOCUS Report

RECONCILING ITEMS OR DIFFERENCES:
Accrued state income tax

NET CAPITAL PER ABOVE

See independent auditor's report. 10

$ 702,198

(44)
(15,000)
(270,000)

(180,000)
$ 237,154

$ 4,843
$ 5,000

$ 5,000
$ 232,154

3ltol

$ 267,588

(30,434)

$ 237,154



GULFSTAR GROUP I, LTD.

SCHEDULE 11

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

AND INFORMATION RELATING TO POSSESSION OR CONTROL OF SECURITIES
UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2009

Exemption Provisions

The Partnership has claimed an exemption from Rule 15¢3-3 under Section (k)(1), limited business (mutual
funds and/or variable annuities only).

See independent auditor's report. 11



HARPER & PEARSON

COMPANY, P.C. 50

REPORT ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17 A-5 FORA
BROKER-DEALER CLAIMING AN EXEMPTION
FROM SEC RULE 15C3-3

The Partners
GulfStar Group I, Ltd.

In planning and performing our audit of the financial statements and supplemental schedules of GulfStar
Group I, Ltd. (the Partnership), 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 Partnership's
internal control over financial reporting (internal control) as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Partnership's internal control. Accordingly, we do not
express an opinion on the effectiveness of the Partnership's internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Partnership 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 Partnership 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 Partnership 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
Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Partnership 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 Partnership 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. 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.

One Riverway - Suite 1000 - Houston, Texas 77056-1973 - 713.622.2310 - 713.622.5613 fax

harperpearson.com




A control deficiency exists when the design or operation of a control 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 deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention

by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is
a reasonable possibility that a material misstatement of the Partnership’s financial statements will not be
prevented or detected and corrected on a timely basis.

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 the 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 Partnership's practices and procedures
were adequate at December 31, 2009, to meet the SEC's objectives.

This report is intended solely for the information and use of the partners, 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.

/Ww{, fanisn losymiy s

February 25, 2010
Houston, Texas



HARPER & PEARSON

COMPANY, P.C.“RES5ms

INDEPENDENT AUDITOR’S REPORT ON APPLYING AGREED UPON PROCEDURES
RELATED TO AN ENTITY'S SIPC ASSESSMENT RECONCILIATION

To the Partners
GulfStar Group I, Ltd.

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
[Transitional Assessment Reconciliation (Form SIPC-7T)] to the Securities Investor Protection Corporation
(SIPC) for the year ended December 31, 2009, which were agreed to by GulfStar Group I, Ltd. and the
Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc., and the SIPC, solely
to assist you and the other specified parties in evaluating GulfStar Group I, Ltd.’s compliance with the
applicable instructions of the Transitional Assessment Reconciliation (Form SIPC-7T). GuifStar Group I,
Ltd.’s management is responsible for GulfStar Group I, Ltd.’s compliance with those requirements. This
agreed upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these procedures
is solely the responsibility of those parties specified in this report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the purpose for
which this report has been requested or for any other purpose. The procedures we performed and our
findings are as follows:

1. We compared the listed assessment payments in Form SIPC-7T with respective cash
disbursement records entries including the general ledger detail and cash disbursements journal
noting no differences.

2. We compared the amounts reported on the audited Form X-17A-5 for the year ended December
31, 2009, as applicable, with the amounts reported in Form SIPC-7T for the year ended
December 31, 2009 noting no differences.

3. We compared adjustments reported in Form SIPC-7T with supporting schedules and working
papers including general ledger detail and clearing broker reports noting no differences.

4. We proved the arithmetical accuracy of the calculation reflected in Form SIPC-7T and in the
related schedules and working papers including general ledger detail and quarterly Focus reports
supporting the adjustments noting no differences.

5. We compared the amount of overpayment applied to the current assessment with the Form
SIPC-7T on which it was originally computed noting overpayments were not applicable for this

report.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have been

reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties

W.{, /W W A

February 25, 2010
Houston, Texas

One Riverway - Suite 1000 - Houston, Texas 77056-1973 - 713.622.2310 - 713.622.5613 fax
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