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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

QFFICIAL USE ONLY

DBK~Pinnacle, Inc.

FIRM 1D. NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
4117 Beethoven. Street
' (No. and Streer)
Los Angeles, California 90086
"(City) (State) " (Zp Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Raymond P. Dowd ' 310-821-6231
(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Elizabeth Tractenberg, CPA

(Name — UMvM, state last, first, middle name)

6029 Linda Way Culver Citv, California 90230
(Address) (City) (State) Zip Codc)

%Nge:rﬁﬁed Public Accountant ﬁ ROCESSED

O Public Accountant

0O Accountant not resident in United States or any of its possessions. AP R 0 ] 2002
FOR OFFICIAL USE ONLY THOMSON
wNANc,AL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

1, _Raymond P. Dowd , swear (or affirm) that, to the

best of my knowledge and belief the accompanying fmancxal statement and supporting schedules pertaining to the firm of
DBK-Pinnacle, Inc.

as of

Decembexr 31, 2001 19 are true and: correct. 1 further swear (or affirm) that peither the company

TOT any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

NONE

¢ /&@A&%&S\

Presia c\m > CEO

This report** contains (check all applicable boxes):
(a) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).
. (d) Statement of €hanges in-FBinanciakkConditionx Cash Flows _

(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

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

(8) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.

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

() 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>witikrespecr 1o xrethodsotodn-
xsolidationx

() An OQath or Affirmation.
(m)A copy of the SIPC Supplemental Repor1. ) .
() A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

MO BN OODORODORERBER

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

FUBLIC

{RACTENBERG  sccountant

REPORT OF INDEPENDENT ACCOUNTANT

DBK - Pinnacle, Inc.
Los Angeles, California

[ have audited the accompanying statement of financial condition of DBK - Pinnacle Inc.. (the

Company) as of December 31, 2001 and related statements of operations, cash flows, and

changes in shareholders’ equity for the year then ended. 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 the Company’s management. My responsibility is to express
__an opinion on these financial statements based on my audit.

I conducted my audit in accordance with the generally accepted auditing standards. Those
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 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. I believe that my audit
provides a reasonable basis for my opinion.

In my opinion, such financial statements referred to above present fairly, in all material respects,
the financial condition of the Company as of December 31, 2001 and the results of its operations,
cash flows and shareholder’s equity for the year then ended in conformity with generally
accepted accounting principles.

(j(.b;'oM To Al
Elizabeth Tractenberg, C.P.A.

Los Angeles, California
January 28, 2001

10680 WEST PicC BOULEVARD. SUITE 260. LCs AnGELEES. CA 30064
Da Way, CuLver City, CA 80230
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DBK-PINNACLE, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2001

ASSETS

Cash and cash equivalent $ 120,779
Clearing broker deposit 24914
Commissions receivable 2,187
Other investments 28,599
Furniture and fixtures net of depreciation of $43,381 245
Organization costs, net of amortization of $5,404 0
TOTAL ASSETS $ 176,724
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Accrued liabilities $ 7,685
TOTAL LIABILITIES 7,685
SHAREHOLDERS' EQUITY
Common stock ($0 par value, 500,000 shares
authorized and issued; 55,000 shares outstanding) $ 41,050
Paid-in capital 519,450
Retained earnings (deficit) (371,461)
Less cost of common stock held in treasury, 1000 shares in 2000 (20,000) 169,039
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 176,724

See Accompanying Notes to Financial Statements
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DBK-PINNACLE, INC.
STATEMENT OF NET LOSS
FOR THE YEAR ENDED DECEMBER 31, 2001

REVENUES
Trading income | § 196,440
Interest income 8,670
Other income 25,552
TOTAL REVENUES 230,662
EXPENSES
Salaries and related expenses 166,336
Consulting 8,450
Depreciation and amortization 9,191
Insurance 9,276
Investment loss 100,000
Miscellaneous 1,039
Quote services 1,494
Rent 23,643
Telephone 10,437
Travel, meals and entertainment 897
All other expenses 15,450
TOTAL EXPENSES 346,213
INCOME (LOSS) BEFORE TAX PROVISION (115,551)
INCOME TAX PROVISION 800
NET LOSS $ (116,351)

See Accompanying Notes to Financial Statements
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Balance, December 31, 2000
Addition to paid in capital
Net Loss

Balance, December 31, 2001

DBK-PINNACLE, INC.
STATEMENT OF CHANGES IN SHAREHOLDER'S EQUITY”
FOR THE YEAR ENDED DECEMBER 31, 2001

Common .
Stock Common Treasury Paid-In
Shares Stock Stock Capital

Reta ined
Earnyings

(Deficit) Total

41,050 § 41,050 % (20,000) $ 519450 $ (255,110) $ 285,390

41,050 § 41,050 $§  (20,000) $§ 519450 $

0

(116,351) (116,351)

See Accompanying Notes to Financial Statenents
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DBK-PINNACLE, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

Cash Flows from Operating Activities:

Net loss $ (116351
Depreciation and amortization 9,191
Changes in operating assets and liabilities:
Clearing broker deposit (87
Commissions receivable (2,187
Investments in affiliate's stock 100,205
Furniture and fixtures net of depreciation of $43,381 0
Accrued expenses (5,148)
Net cash used in operating activities (14,377)

Cash Flows from Investing Activities:

Investment in securities (1,899)
Purchase of equipment (1,340)
Total Cash Flows for Investing Activities (3,239)
Cash Flows from Financing Activities: 0
| Total Cash flows from Financing Activities 0
Net decrease in cash (17,616)
Cash at beginning of year : 138,395
Cash at end of year $§ 120,779

Supplemental disclosure of cash flow information

Cash paid for:
Taxes A 800
Interest 3 _ ____O

See Accompanying Notes to Financial Statements
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DBK - PINNACLE, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

DBK - Pinnacle, Inc. (the Company) was incorporated June 15, 1995. TheCompany was
approved as a registered broker-dealer with the Securities and Exchange Comamission
under SEC Rule 15(b) as of August 14,1995. The Company is registered under SEC Rule
15¢3-3 (k)(2)(ii) which provides that all funds and securities belonging tothe Company's
customers are handled by a correspondent broker-dealer. The Company forwax-ds all
funds and securities received in connection with its activities as a broker or de aler directly
to the clearing broker and does not hold funds or securities for or owe funds ox- securities
to customers.

NOTE 2 - PROPERTY AND EQUIPMENT

Property and equipment are carried at cost. Depreciation is calculated on the Straight-line
method over estimated economic lives which are generally five years.

At December 31, 2001, property and equipment was comprised of the following:

Furniture and fixtures $ 6,350
Equipment 35,936
Less accumulated depreciation (43.381

3245

NOTE 3 - INVESTMENT IN AFFILIATE
The Company invested a total of $80,000 into the stock of an affiliated company in the
business of buying and selling aircraft and water craft. In addition, the Company invested
$20,000 into the stock of a company where one of the officers is also an officer of the
Company.

NOTE 4 - PROVISION FOR INCOME TAXES

At December 31, 2001 the Company has net operating losses (NOL) carry-forwards of
approximately $196,000 expiring in the year 2014.

No deferred asset will be recognized on the tax benefit resulting from the NOL.




DBK - PINNACLE, INC.
NOTES TO FINANCIAL STATEMENTS (continued)
DECEMBER 31, 2001

NOTE 5 - CONTINGENCIES

The Company has a clearing agreement with a clearing broker. Under the terrans of the
agreement, the Company is required to maintain a fidelity bond with minimunra coverage
of $250,000. In addition, the Company is contingently liable to the clearingbxoker in the
event of nonperformance of its introduced customers. It is the Company's policy to
continuously monitor its exposure to this risk.

NOTE 6 - RELATED PARTY TRANSACTIONS

The Company is the general partner in a Hedge Fund comprised of limited partners. The
Fund began operations in 1997. No income was generated from the limited partners
during the current year.

NOTE 7 - USE OF ESTIMATES

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 disclosures 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 €stimates.




DBK-PINNACLE, INC.
COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT
TO RULE 15¢3-1
DECEMBER 31, 2001

COMPUTATION OF NET CAPITAL

Total ownership equity from statement of financial condition L) 169,039
Nonallowable assets 28,844
NET CAPITAL $ 140,195

COMPUTATION OF NET CAPITAL REQUIREMENTS
Minimum net aggregate indebtedness -

6-2/3% of net aggregate indebtedness b 512
Minimum dollar net capital required $ 100,000
Net Capité] required (greater of above amounts) 3 100,000

EXCESS CAPITAL $ 40,195

Excess net capital at 1000% (net capital less 10% of

aggregate indebtedness) $ 139,426
COMPUTATION OF AGGREGATE INDEBTEDNESS _

Total liabilities $ 7,685

Percentage of aggregate indebtedness to net capital 5%

The following is a reconciliation of the above net capital computation with the
Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):

NET CAPITAL PER COMPANY'S COMPUTATION ’ $ 143,826
VARIANCE
Decrease in cash (5,198)
Commissions receivable not recorded 2,187
Increase in accrued liabilities (620)
NET CAPITAL PER AUDITED REPORT $ 140,195

See Accompanying Notes to Financial Statements
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DBK-PINNACLE, INC.
NON-ALLOWABLE ASSETS
DECEMBER 31, 200}

NON-ALLOWABLE ASSETS

Other investments $ 28,599
Furniture and equipment 245
Organization costs 0

3 28,844

See Accompanying Notes to Financial Statements
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PART II
DBK - PINNACLE, INC.

STATEMENT OF INTERNAL CONTROL

DECEMBER 31, 2001




ELIZABETH cevmee

FUEBLIC
o, s osess

- W Watarl ol o T
iRACTENBERG  accounTant

Report of Independent Account
on Internal Accounting Control Required by SEC Rule 17a-5

Board of Directors
DBK - Pinnacle, Inc..
Los Angeles, California

In planning and performing my audit of the financial statements DBK - Pinnacle, Inc . (the
“Company”) for the year ended December 31, 2001, I have considered its internal cOntrol
structure, including procedures for safeguarding securities, in order to determinemy auditing
procedures for the purpose of expressing my opinion on the financial statements, a1 not to
provide assurance on the internal control 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 practic s and
procedures) followed by the Company that I considered relevant to the objectives stated in Rule
17a-5(g) in making the periodic computations of aggregate indebtedness (aggregate d ebits) 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
Company: (1) in making the quarterly securities examinations, counts, verifications, and
comparisons, and the recordation of differences required by Rule 17a-13; (2) in comp lying with
the requirements for prompt payment for securities under section 8 of Regulation T o f 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
Company does not carry security accounts for customers or perform custodial functions relating
to customer securities.

The management of the Company 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 t0 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 those
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 procedures are
to provide responsibility and safeguard against loss from unauthorized use or disposition, and
that transactions are executed in accord to provide management with reasonable, but not
absolute, assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use of 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 principles.
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Board of Directors
DBK - Pinnacle, Inc..
Los Angeles, California

Rule 17a-5(g) lists additional objectives of the practice and procedures listed in the pr—eceding
paragraph.

Because of inherent limitations in any internal control structure or the practices and px-ocedures
referred to above, errors or irregularities may occur and not be detected. Also, projec€ion of any
evaluation of them to future periods is subject to the risk that they may become inadecyuate
because of changes in conditions or that the degree of compliance with them may deteriorate.

My consideration of the internal control structure would not necessarily disclose all mvatters in the
~ internal control structure that might be material weaknesses under the standards established by
the American Institute of Certified Public Accountants. A material weakness is acondition in
which the design or operation of the specific internal control structure elements does ot reduce
to a relatively low level the risk that errors or irregularities in amounts that would be mnaterial in
relationship to the financial statements being audited may occur and not be detected Within a
fimely period by employees in the normal course of performing their assigned functioras.
However, I noted no matters involving the accounting system and control procedures that I
consider to be material weaknesses as defined above. In addition, with the exception noted in the
above paragraph, the Company was in compliance with the exemptive provisions of Rule 15¢3-3
as of December 31, 2001 and no facts came to my attention indicating that such conditions had
not been complied with during the year then ended.

I understand that the 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 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 a
matenial inadequacy for such purposes. Based on this understanding and on my study, I believe
that the Company’s practices and procedures were adequate at December 31, 2001 to meet the
Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the national 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 purposes.

. -~
fq {”7 oLl / ctoet,
Elizabeth Tractenberg, CPA

Los Angeles, California
January 28, 2002
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