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OATH OR AFFIRMATION

i Jaime Annexy swear {or affirm) that, to the
best of my knowledge and belief the accompanying finandial statement and supporting schedules pertaining to the firm of
Pristine Securities, LLC d/b/a Mastertrader.com as of
December 31 20 05 are true and correct. ] further swear (or affirm) that neither the company

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

.

CAROL J. IRWIN P
Notary Public, State of New York J(/WMU N
S~StEare X

No. 01Rl6027:t17’(l; y
A anty
Quatified ini F{ockla.n o .
Commission Expires june 28, 200 méing Director
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Notry Pubic

This 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 Proprietor’s Capital.

(f) Statement of Changes in Liabilities Subordinated 10 Claims of Creditors.

(g) Computation of Net Capital

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

() 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¢3-3 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.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Member
Pristine Securities, LLC
d/b/a Mastertrader.com

We have audited the accompanying statement of financial condition of Pristine Securities, LLC d/b/a
Mastertrader.com as of December 31, 2005, and related statements of income, changes in
member's equity, and cash flows for the year then ended that you are filing pursuant to rule 17a-5
under the Securities Exchange Act of 1934 and regulation 1.16 under the Commodity Exchange Act.
These financial statements are the responsibility of the Company's management. Our responsibility
is fo 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 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 audit provides a reasonabie basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Pristine Securities, LLC d/b/a Mastertrader.com at December 31, 2005, and the
results of its operations and its cash flows for the year then ended, in conformity with accounting
principies 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 a whole. The accompanying supplementary information 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 of 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.

ZM Grds Mot 20 11 F

RAICH ENDE MALTER & CO. LLP
New York, New York
February 8, 2006
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PRISTINE SECURITIES, LLC
D/B/A MIASTERTRADER.COM

Statement of Financial Condition
December 31, 2005

Assets
Cash and Cash Equivalents | $ 180,550
Receivables From Clearing Broker - including clearing deposit '
of $60,000 308,089
Notes Receivable - Parent : 420,000
Loan Receivable - Affiliate 132,000
Other Assets v 7,696
$ 1,048,335
Liabilities and
Member's Equity
Liabilities
Accounts payable and accrued expenses $ 109,605
Member's Equity 938,730
$ 1,048,335
See notes to financial statements. 2
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PRISTINE SEGURITIES, LLC
D/B/A NMASTERTRADER.COM

Statement of Income
For the Year Ended December 31, 2005

Revenues
Commission income
Service fees
Other income

Expenses
Clearance and commission charges
Management services - parent
Salaries and employee benefits
Licensing fees - affiliate
Education and event sponsorship
Insurance - health
Exchange fees
CRD fees
Professional fees
Miscellaneous office and other
Travel and entertainment
Consulting and other fees
Telephone
Web-Site fees
Interest expense

Net Income

See notes to financial statements.

$ 3462247
781,578
51,670

. 4,295,495

2,118,314
702,000
558,869
281,389
151,256

62,907
56,026
22,185
5,813
27,889
10,253
4,687
14,352
10,604
15

4,026,559

$ 268,936




PRISTINE SECURITIES, LLC
D/B/A NIASTERTRADER.COM

Statement of Changes in Member’s Equity
For the Year Ended December 31, 2005

Balance - January 1, 2005
Net Income

Balance - December 31, 2005

See notes to financial statements.

$ 669,794
268,936

$ 938,730



PRISTINE SECURITIES, LLC
D/B/A NMASTERTRADER.COM

Statement of Cash Flows
For the Year Ended December 31, 2005

Cash Flows From Operating Activities
Net income : $ 268,936
Adjustments to reconcile net income to net cash
provided by operating activities:
Increase (decrease) in cash flows as a result of
changes in asset and liability account balances:
(Increase) decrease in:

Receivable from clearing broker 56,721
Other assets 54
(Increase) decrease in:

Accounts payable and accrued expenses (115,964)

209,747

Cash Flows (Used in) Investing Activities

Increase in notes receivable - parent (200,000)
Repayment of notes receivable - parent 30,000
Proceeds from loan from affiliate (132,000)
(302,000)
(Decrease) in Cash and Cash Equivalents (92,253)
Cash and Cash Equivalents - beginning of year 272,803
Cash and Cash Equivalents - end of year $ 180,550

Supplemental Cash Flow Information
Cash paid for interest $ 15

See notes to financial statements. 5
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PRISTINE SECURITIES, LLC
D/B/A NIASTERTRADER.COM

Notes to Financial Statements
December 31, 2005

1-

2 -

Continued

ORGANIZATION

Pristine Securities, LLC (the “Company”), a wholly-owned subsidiary of Pristine Capital
Holdings, Inc. (“Parent”), is a broker-dealer registered with the Securities and Exchange
Commission and a member of the National Association of Securities Dealers, Inc.
(“NASD"), The National Futures Association (“NFA”) and the Securities Investors
Protection Corporation (“SIPC”). The Company is engaged in a customer commission
business and introduces all of its customers to a clearing broker pursuant to a fully
disclosed clearing agreement.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a.

Cash and Cash Equivalents - Cash equivalents are defined as highly liquid
investments and short-term debt securities with a maturity of three months or
less.

Revenue Recognition — Commissions on frades executed on behalf of
customers and related clearing charges are recorded on a trade-date basis.

Depreciation and Amortization - Equipment was carried at cost, and was
depreciated using the straight-line method over three years. At December 31,
2005, all equipment has been fully depreciated.

Costs incurred in the acquisition of the domain name and web site was
capitalized and amortized, using the straight-line method, over three years. At
December 31, 2005, all intangible assets have been fully amortized.

Income Taxes - The Company is a limited liability company that is treated as a
pass through entity for Federal and State income tax purposes. As such, the
owner is required to report the Company’s income or loss on its tax returns for
the year. The parent company has not provided for a tax sharing or benefit
policy for allocating taxes. Accordingly, no provision for income taxes is
included in the accompanying financial statements.

Use of Estimates - The preparation of the financial statements in conformity
with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions. The estimates and
assumptions affect the reported amounts of assets and liabilities and the
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. Accordingly, actual results could differ from those estimates.
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Continued

RECEIVABLES FROM CLEARING BROKER
The clearing and depository operations for the Company’s and customers’ securities
transactions are provided by the Clearing Broker pursuant to a clearance agreement.

At December 31, 2005, the amount due from the Clearing Broker represents cash
deposits maintained at the Clearing Broker and commission revenue earned as an
introducing broker for its customers, net of clearing expenses.

RELATED PARTY TRANSACTIONS

The Company amended the expense sharing agreement it has with its Parent,
effective April 1, 2005 for services and common expenses which are shared, exclusive
of payroll and related taxes. The agreement is on a month to month basis, and can be
terminated at any time. For the year ended December 31, 2005, $702,000 was
charged to operations under this agreement.

During 2004 and 2005, the Parent borrowed funds from the Company which are
summarized as follows:

¢ Note issued December 2004 in the amount of $250,000. The note is non-
interest bearing and requires monthly payments of $2,500 commencing
February 2005.

¢ Note issued June 2005 in the amount of $200,000. The note is non-interest
bearing and is payable on demand.

In addition, the Company entered into a license agreement on a month to month basis
with an affiliated entity also owned by the Parent effective April 2004. For the year
ended December 31, 2005, the fee charged to operations was $281,389.

in January 2005, the Company agreed to an arbitration settlement in which it received
an award for commissions owed from an unrelated broker in the amount of $388,000.
As part of the arbitration settlement, the affiliate referred to above, was determined to
be liable for a payment $132,000 to the unrelated broker, which the Company funded
on behalf of the affiliate. Therefore, as of December 31, 2005, the Company has
recorded a loan receivable from the affiliate in the amount of $132,000 which is
expected to be repaid during 2006 without interest.

CONCENTRATION

The Company maintains cash balances at a financial institution subject to Federal
Deposit Insurance Corporation (“FDIC”) regulations. At times, amounts on deposit
exceed the FDIC insurance limit of $100,000. As of December 31, 2005, the
Company’s cash balances on deposit exceed insured limits by $97,016.

NET CAPITAL REQUIREMENT

As a registered broker-dealer and member of the NASD and the NFA, the Company is
subject to the Securities and Exchange Commission’s Uniform Net Capital Rule 15¢3-
1 which requires that the Company maintain minimum net capital, as defined, of 6-
2/3% of aggregate indebtedness or $30,000, whichever is greater. Net capital and
aggregated indebtedness change from day to day, but as of December 31, 2005, the
Company had net capital of $368,673, which exceeded its minimum requirement by
$338,673.
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OFF-BALANCE-SHEET RISK

Pursuant to a clearance agreement, the Company introduces all of its securities
transactions to a clearing broker on a fully-disclosed basis. All of the customers’
money balances and long and short security positions are carried on the books of the
clearing broker. In accordance with the clearance agreement, the Company has
agreed to indemnify the clearing broker for losses, if any, which the clearing broker
may sustain from carrying securities transactions introduced by the Company. In
accordance with industry practice and regulatory requirements, the Company and the
Clearing Broker monitor collateral on the customers’ accounts.

in the normal course of business, the Company’s customer activities involve the
execution, settlement, and financing of various customer securities transactions.
These activities may expose the Company to off-balance sheet risk in the event the
customer or other broker is unable to fulfill its contracted obligations and the Company
has to purchase or sell the financial instrument underlying the contract at a loss.
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PRISTINE SECURITIES, LLC
D/B/A MASTERTRADER.COM ,
Supplementary Information - Computation of Net Capital Pursuant to Uniform

Net Capital Rule 15¢3-1 of the Securities and Exchange Commission
December 31, 2005 ‘ : ~ Schedule |

Computation of Net Capital

Total member's equity qualified for net capital $ 938,730
Deductions:
Non-allowable assets - assets not readily convertible to cash:

Receivables from brokers - other 11,985

Receivables from non-customers 552,000

Other ‘ 7,696
Net Capital Before Haircuts 367,049
Haircuts on Securities 1,238
Net Capital 365811

Computation of Basic Net Capital Requirement
Computation of aggregate indebtedness:
Accounts payable and accrued expenses 109,605

Minimum net capital requirement - 6.67% of adjusted
aggregate indebtedness 7,311

Net capital requirement Under SEC Rule 15¢3-1 and
CFTC Regulation 1.17 - greater of minimum net capital

requirements or $30,000 30,000
Net Capital in Excess of SEC Rule 15¢3-1 and
CFTC Regulation 1.17 Requirement $_ 335811
Percentage of Aggregate Indebtedness to Net Capital 30%
Ratio of Aggregate Indebtedness to Net Capital 0.3t0 1

There were no differences noted between the computation of net capital under Rule 15¢3-1 of
the Securities Exchange Act of 1934 and Regulation 1.17 of the Commodity Exchange Act as
reported above and as contained in the unaudited FOCUS report dated January 21, 2006 as
filed by the Company.
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PRISTINE SECURITIES, LLC
D/B/A NIASTERTRADER.COM

Supplementary Information - Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
December 31, 2005 Schedule It

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities and Exchange
Commission as of December 31, 2005 in accordance with Rule 15¢3-3(k)(2)(ii).

10
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5 AND CFTC REGULATION 1.16

To the Member of
Pristine Securities, LLC
d/b/a Mastertrader.com

In planning and performing our audit of the financial statements of Pristine Securities, LLC d/b/a
Mastertrader.com, (the “Company”) for the year ended December 31, 2005, we considered its
internal control, including contro! activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on 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 foliowed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 172-5(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
Rute 15¢3-3. 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:

1. Making the 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

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

Also, as required by Regulation 1.16 of the Commodity Futures Trading Commission (“CFTC"), we
have made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in Regulation 1.16 in
making the following:

1. The periodic computations of minimum financial requirements pursuant to Regulation 1.17,

2. The daily computations or the segregation requirements of Section 4d(2) of the Commodity
Exchange Act and the regulations thereunder, and the segregation of funds based upon such
computations,

3. The daily computations on the foreign futures and foreign options secured amount
requirements pursuant to Regulation 30.7 under the CFTC.

11
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The management of the Company is responsible for establishing and maintaining internal control
and practices and procedures referred to in the preceding paragraphs. In fulfilling this responsibility,
estimates and judgements 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 paragraphs and to
assess whether those practices and procedures can be expected to achieve the SEC's and CFTC’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

- dispositions and that transactions are executed in accordance with management’s authorization and

recorded properly to permit the preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America. Rule 17a-5(g) and Regulation 1.16
lists additional objectives of the practices and procedures listed in the preceding paragraphs.
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.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of one or
more of the internal control components does not reduce to a relatively low level the risk that
misstatement, error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we noted no matters involving internal
control, including 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 and third paragraphs of this report are considered by the SEC and CFTC to be adequate for
its purposes in accordance with the Securities Exchange Act of 1934, the Commodity Exchange Act
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 were adequate at
December 31, 2005 to meet the SEC's and CFTC'’s objectives.

This report is intended solely for the information and use of the members, management, the SEC,
the CFTC, the National Association of Securities Dealers, Inc. ("NASD”), and other regulatory
agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 or Regulation 1.16
under the Commodity Exchange Act 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.

?mﬂx(% /Z/W 24 A(,/

RAICH ENDE MALTER & CO.LLP
New York, New York
February 8, 2006
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