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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

Monarch Capital Group, LLC

H

OFFICIAL USE ON..

u ..
lFIRM ID. NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) Y ,;; .
500 Fifth Avenue - Suite 2240 N ;
(No. and Street) ' \ _.~‘<. : 1 ‘
New York New York 100171
(City) (State) (Zip nge)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO 'I'HIS"-REPOI:“{T
Michael Potter 212-808-4380

(Area Code —,- Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Halpern & Associates

(Name — if individual, state last, first, middle name)

143 Weston Road Weston CT 06883
(Address) (Ciry) (Swate) ‘ Zip Code)
DA
CHECK ONE: PROME SSED
@ Certified Public Accountant ~ o L ‘
C Public Accountant AP K27 2005
{0 Accountant not resident in United States or any of its possessions. Tt
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FOR OFFICIAL USE ONLY #”NANCHA AL

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

1 Michael Potter swear (or affirm) that, to the

" best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Monarch Captial Group, LLC

December 31, 19 2005 are true and correct. I further swear (or affirm) that neithcr the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classxficd soley as that of
a customer, except as follows:

as of
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This report** contains (check aﬂ’%ﬁble 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 Propnetor s 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

(i) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Kule 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 con-
solidation.

() An Oath or Affirmation. ‘
(m) A copy of the SIPC Supplemental Report. |
{n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

0 BUOODBEUOBRREREH

o0

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3). ;
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MONARCH CAPITAL GROUP, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2005



- Halpern & Associates, LLC

Certifie d Public Aa ountants and Consultants

143 Weston Road » Weston, CT 06883 + (203227 -0313 « FAX (203)226-6909 « [nfh@Halp ernassoc. com

INDEPENDENT AUDITORS' REPORT

To the Manager of
Monarch Capital Group, LLC

We have audited the accompanying statement of financial conditio\fn of Monarch
Capital Group, LLC, (the “Company’) as of December 31, 2005. T'This financial
statement is the responsibility of the Company's management. Our responS|bmty is to
express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards general;ly accepted in
the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether this financial statement is 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 presentatlon We
believe that our audit provides a reasonable basis for our opinion. ‘\

In our opinion, the financial statement referred to above presents fairly,;lm all material
respects, the financial position of Monarch Capital Group, LLC as of December 31,
2005, in conformity with accounting principles generally accepted in the Umted States of
America.

%.Qpam & Associiten, LLL

Weston, Connecticut ;;
February 6, 2006 :



MONARGH CAPITAL GROUP, LLC
STATEMENTE’ OF FINANCIAL CONDITION

December 31, 2005

ASSETS
Cash | $ 77,549
Receivable from Clearing Broker 284,912
Non-marketable securities owned a?t market value 1,470
TOTAL ASSETS | $ 363,931
LIABILITIES
Accrued expenses and other Iiabilﬁties $ 10,250
Member's Capital 353,681
TOTAL LIABILITIES AND MEME%SER'S CAPITAL $ 363,931

The accompanying notes are an integral part of this statement.
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MONARCH CAPITAL GROUP, LLC
NOTES TO STATEMI:ENT OF FINANCIAL CONDITION

DECEMBER 31, 2005

1. NOTES ON SIGNIFICANT BUSINES »S ACTIVITIES

Monarch Capital Group, LLC (the “Company”) was organized under the Limited
Liability Company Law of the State of New York in March 1999. The Company is a
registered broker-dealer with the Securities and Exchange Commission and became a
member of the National Association of Securities Dealers, Inc on January 28, 2000. In this
capacity, it executes agency transactions for its customers and forwards all such
transactions to Bear Stearns Securities: Corp (“Bear”) the Company's clearing agent, on a
fully disclosed basis. In addition, the Company provides advisory services and originates,
places and acts as an agent for private equity, public offerings and bond securities. The
Company is a wholly-owned subsidiary of Monarch Holdings, LLC. (“Holdings”).

In the normal course of its bumness the Company enters into fmancual trans-
actions where the risk of potential loss due to changes in market (market risk) or failure of
the other party to the transaction to perform (counterparty risk) exceeds the amounts
recorded for the transaction.

The Company's policy is to contlnuously monitor its exposure to market and
counterparty risk through the use of a variety of financial, position and credit exposure
reporting and control procedures. In addition, the Company has a policy of reviewing the
credit standing of each broker-dealei, clearing organization, customer and/or other
counterparty with which it conducts business.

The Company introduces its customer transactions to Bear with whom it has a
correspondent relationship for executior; and clearance in accordance with the terms of a
clearance agreement. In connection thefewith, the Company has agreed to indemnify Bear
for losses that the clearing broker may sustain related to the Company's customers. As of
December 31, 2005, amounts were owe{d to the clearing broker by these customers, which
were in connection with normal, delivery-against-payment, cash-account transactions.
After December 31, 2005, all amounts related to such transactions were received from
customers. Securities purchased by cu;tomers in connection with those transactlons are
held by the clearing broker as collateral for the amounts owed.

2. SIGNIFICANT ACCOUNTING POLICJES

The Company records securities 1ransact|ons and related revenues and expenses
on a trade date basis.

Security transactions and fi nancnng with the clearing broker are classmed as
operating activities on the statement of icash flows since this is the Companys principal
business.




MONARCH CAPITAL GROUP, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

DECENBER 31, 2005

The Company maintains its books and records on an accrual basis in accordance with
accounting principles generally accepted ih the United States of America.

3. INCOME TAXES 1

The Company is recognized as ﬁa Limited Liability Company (an "LLC") by the
Internal Revenue Service. As an LLC, the Company is not subject to income taxes. The
Company's income or loss is reportable by its member on its individual tax return.

4. RELATED PARTY TRANSACTION

The Company has an agreement with the Parent in which certain overhead expenses
incurred by the Parent are allocated to theEa Company for its appropriate share. In addition,
100% reimbursement is made to the Parent for expenses directly related to the Company.

5. NON-MARKETABLE SECURITIES AND PLACEMENT FEES

In its normal course of business, the Company received warrants as fees for
advisory services from various clients. Thie Company expects to continue to receive
warrants, representing the right to purchase equity, in companies for which advisory
services are provided as recurring fee bas{ed revenue. At December 31, 2005,
management determined the market value of the warrants, based upon historical costs for
non-publicly traded companies and exercise value where stock market quotations exist for
publicly traded companies.

6. RULE 15C3-3

The Company is exempt from thie provisions of Rule 15¢3-3 uhder paragraph
(k)(2)(ii) in that the Company carries no customer accounts.

7. NET CAPITAL REQUIREMENTS

The Company is subject to the Sedurities and Exchange Commission's Net Capital
Rule 15¢3-1, which requires the maintenaince of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15to 1. At
December 31, 2005, the Company hadi net capital of $352,211 which exceeded the
minimum requirement of $100,000 by $252,211. The Company's ratio of aggregate
indebtedness to net capital ratio was .029 {o 1. ‘




