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rﬂy konowledge and belief the accompanying

Thomas K. Guba

.

OATH OR AFFIRMATION

, swear (or affirm) that, to the best of

Terwin Capital, LLC

financial statement and supporting schedules pertaining to the firm of

, as

of

Decemher: 31

,20 Q5 are true and correct.

[ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

TN N
'RICHARD-W CHUN ( , N\
Motary Public State of New York \ %
No_02CH6116187 ‘ :
. ‘Qualified in Nassau County Signaglre
’ Comm|ss:on Expires September 20, 2008 L
President
Title

~M%

008 0O OO0ORORORRRE

his report ** contains (check all applicable b

Notary Public

(a) Facing Page.
(b) Statement of Financial Condition.

0Xes):

(c) Statement of Income (Loss).

(d) Statement ofﬂhxmmfmnmxbﬂmdnmmx

(e) Statement of Changes in Stockholders
(f) Statement of Changes in Liabilities Su
(g) Computation of Net Capital.
(h) Computation for Determination of Res

(1) Information Relating to the Possession

Cash Flows.
[ Equity or Partaers’ or Sole Proprietors’ Capital.
bordinated to Claims of Creditors.

erve Requirements Pursuant to Rule 15¢3-3.
or Control Requirements Under Rule [5¢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 audlted and unaudited Statements of Financial Condition with respect to methods of

consolidation.
(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental chc\ rt.
(n) Arceportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3)..
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STATEMENT OF FINANCIAL CONDITION AND
REPORT OF INDEPENDENT
CERTIFIED PUBLIC ACCOUNTANTS

TERWIN CAPITAL LLC

December 31, 2005




Grant Thornton %

- Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Member of
Terwin Capital, LLC

We have audited the accompanying statement of financial condition of Terwin Capital, LLC
(the “Company”) as of December 31, 2005. This statement of financia] condition 1s the
responsibility of the Company’s management. Our responsibility is to express an opinion on this
statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted m the United
States of America as established by the Auditing Standards Board of the American Institute of
Certified Public Accountants. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial conditon is free of material
misstatement. An audit includes consideration of internal control over financial repotting as a basis
for designing audit procedures that are apptopriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test
basis, evidence supporting the ‘amounts and disclosures in the statement of financial condition,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall statement of financial condition. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition refetred to above presents fairly, in all material
respects, the financial position of Terwin Capital, LLC as of December 31, 2005, in conformity with
accounting principles generally accepted in the United States of America.

nt Thonts P
New York, New York ;
February 2, 2006

60 Broad Street
New York, NY 10004
T 212.422.1000
F 212.422.0144
- W www.grantthornton.com

Grant Thornton LLP
- US member of Grant Thornton International




Terwin Capital LLC
STATEMENT OF FINANCIAL CONDITION

December 31, 2005

ASSETS

Cash and cash equivalents‘
Restricted cash ‘
Due from broker

Due from Terwin Advisors LLC

Total assets

LIABILITIES AND MEMBER’S EQUITY
Liabilities
Accounts payable and'accrued expenses
Due to Terwin Financial LLC
Total liabilities

~ Member’s equity

Total liabilities and member’s equity

The accompanying notes are an integral part of this statement.

$

oo

925,935
56,302
500,000

263,945

1,746,182

16,000
1,900

17,900

1,728,282

1,746,182



Terwin Capital LLC

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31, 2005

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Terwin Capital LLC (the “Company™) is a wholly-owned subsidiary of Terwin Holdings LLC (the
“Parent”) and is a New York limited liability company. Pursuant to its operating agreement, the
Company will continue in perpetuity.

The Company is a broker-dealer registered with the Securities and Exchange Commission (the
“SEC”) and is a member of the National Association of Securities Dealers, Inc. (the “NASD”).

The Cbmpany is part of a group of affiliated companies. While the accompanying statement of
financial condition has been prcpared from the separate records maintained by the Company, it may
not necessarily be indicative of the financial condition that would have existed or the results that
would have been obtained from operatlons had the Company operated as an unaffiliated entity.

n
Use of Estimates

The preparation of the statement of financial condition in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect certain leported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Concentrations of Credit Risk.

Financial instruments which potentially subject the Company to concentrations of credit risk consist
primarily of cash and cash equivalents and due from broker. The Company maintains cash deposits
with a bank. The Company reduces its exposure to credit risk by maintaining such deposits with a
major financial institution and momtormg its credit rating. At times the Company has deposits which
are in excess of the FDIC-insured amounts.

Due From Broker

The Company does not carry customers’ accounts and does not receive, deliver or hold cash or
securities in connection with suchitransactions. The Company has a clearing agreement with a
clearing broker whereby the c]éaring broker clears transactions for the Company’s customers and
carries the accounts of such customers on a fully disclosed basis as customers of a clearing broker.
Accordingly, customer open transactions are not reflected on the accompanying statement of
financial condition.



Terwin Capital LLC
NOTES TO STA’DEMENT OF FINANCIAL CONDITION (continued)

December 31, 2005

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

The Company provided a cash dé‘posit to its clearing broker in the amount of $500,000 to satisfy the
conditions of the clearing relatyonshlp Upon termination of the agreement, the cash will be returned

within 10 days. As of December. 31, 2005, $500,000 remains due from broker.
Securities Transactions

Transactions in securities are rccorded on the trade date. Securities owned are recorded at market
value on a trade-date basis.

Cash and Cash Equivalents

Cash and cash equivalents include cash and short-term money market instruments with original
maturity dates of three months or'less.

Restricted Cash

The Company provided a cash deposit in a bank as collateral for an irrevocable letter of credit, in the
amount of $527,250 that it provid;ed to satisfy a condition of the lease agreement for occupancy in
2003. A reduction provision was!invoked on May 15, 2004 allowing the reduction of the letter-of
credit for payments made on the lease. As of December 31, 2005, $56,302 remains as restricted cash.

Income Taxes

Since the Company is a single’ member limited liability company, it is considered a disregarded entity
for tax purposes. Accordingly, the accompanying statement of financial condition does not contain a
provision for income taxes since the Company’s income or loss is included in the income tax returns
of its member. ‘



Terwin Capital LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2005

NOTE B - RELATED PARTY ;TRAN SACTIONS

The Company continues to operate under an amended Service and Expense Agreement signed in
2005 with Terwin Capital Adwsors LLC (“Advisors”) for administrative services provided to the
Company.

Advisors reimbursed the Company for a portion of its office space.

Tn connection with the aforementioned transactions, Advisors is indebted to the Company in the
amount of $263,945 as of December 31, 2005.

The Company also was indebted to Terwin Financial LLC for $1,900 as of December 31, 2005.

NOTE C - CONTINGENCY

The Company is engaged in var10us trading and brokerage activities in - which counterparties
primarily include broker-dealers;and other financial institutions. In the event counterparties do not
fulfill their obligations, the Company may be exposed to risk. The risk of default depends on the
creditworthiness of the counterparty or issuer of the instrument. It is the Company’s policy to review,
as necessary, the credit standing of each counterparty.

In the normal course of business, the Company’s customer activities involve the execution, settlement
and financing of various cust01n¢r 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, ha§ to purchase or sell the financial instrument underlying the contract
at a loss. Settlement of these ﬁaﬁsact1ons is not expected to have a material effect on the Company’s
financial position.



INDEPENDENT AUDITORS' REPORT
ON INTERNAL CONTROL REQUIRED BY
SEC RULE 17a-5
TERWIN CAPITAL LLC

December 31, 2005




Grant Thornton %

Accountants and Business Advisors

INDEPENDENT AUDITORS REPORT
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Member of
Terwin Capital LLC

In planning and performing our audit of the financial statements and supplementary information of Terwin
Capital LLC (the “Company”) for the year ended December 31, 2005, we considered its internal control,
including control 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(@(1) of the Securities and Exchange Commission (the “SEC”), 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 rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 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 quartetly securities examinations, counts, verifications and comparisons and recordation of
differences required by rule;172-13

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 réquixed by rule 15¢3-3

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 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 Company has responsibility ate safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management’s
authorization and recorded propetly to permit the preparation of financial statements in accordance with
accounting prnciples generally: accepted in the United States America. Rule 17a-3(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

60 Broad Street

New York, NY 10004

T 212.422,1000

F 212.422.0144

W www.grantthornton.com

Grant Thornton LLP
US member of Grant Thornton International




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 detetiorate.

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 the specific internal
control components does not reduce to a relatively low level the risk that 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 secutities, that we
consider to be material weaknesses ias 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
Secutities Exchange Act of 1934 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 objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the National Association of Securities Dealers, Inc., 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.

Lot Thortn L

New York, New York
February 2, 2006



