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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

Powell Capital Markets, Inc.

) ‘ FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
3 Becker Farm Road
) {No. and Street)
Roseland i New Jersey - 07068
City (State) o {Zip Code)

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

Arthur F. Powel! i (973) 740-1230
: {Area Code -- Telephone No.)

B. ACCOUNTANT IDENTIFICATION .
INDEPENDENT PUBLIC ACCOUNTANT whase opinion is contained in this Report*

Rothstein, Kass & Company, P.C.

{Name -- if individual, state last, first, middle name )

4 Becker Farm Road Roseland New Jersey 07068
(Address) ‘ (City) {State) (Zip Code)

CHECK ONE: ‘ | PROCESSED

A Certifiéd Public Accountant

[} Public Accountant . ﬁ DEC 2 B Zﬂﬂﬁ

D Accountant not resident in United States or any of its possessions
THUMSON

FOR OFFICIAL USE ONLY . FINANCIAL

:
*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




I, Arthur F. Powell , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Powell Capital Markets, Inc. | ,as of
September 30 2006 |, are true and correct. 1 further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or dlrector has any proprietary interest in any account classifted solely as that of
a customer, except as follows:

I T Signature

Lresig?

g Title

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 to Claims of Creditors. |

(g) Computation of Net Capital. ,

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

(i) Information Relating to the Possession or control Requirements Under Rule 5¢3- 3.

Gg) 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 with respect to methods of con-

solidation.
(1) 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) Independef;t auditor's report on internal accounting control. Lo

OO0 O OCOCORICGEIGRER]

{(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5. ' '

1

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3 (e)(3).
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INDEPENPENT AUDITORS' REPORT

P
To the Board of|D|rectors and Stockholder of
, Powell Capltal Markets Inc.
i N

We have audlted the accompanying statement of financial condition of Powell Capital Markets, Inc. (the “Company”)
as of, September 30, 2006. This statement of ﬂnanc:|al condition is the responsrblllty of the Company's management.
Our respon5|blllty is to express an opinion on this statement of financial condition based on our audit.

We conducted Tour audit in accordance with auditing standards generally acce;lted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition are free of material misstatement. An audit lncludes consideration of internal control
-over fi nanmallreportlng as a basis for deS|gn1ng|aud|t procedures that are appropnate in the circumstances, but not for
the purpose offexpressmg an optnlon on the effectlveness of the Company' s‘tntemat contro! over financial reporting.
Accordlngly we express no such opinion. An aud:t also includes examlnlng, on a test basis, evidence supportlng the
amounts and disclosures in the statement. of financial condition, assessmg the accounting - principles used and
significant esttmates made by management, las well as evaluating the overatl statement of financial condition
presentation. IV\IIe believe that our audit provides a reasonable basis for our op|n||on

o

In our oplnlon, the statement of financial conditlon referred to above presents fairly, in all material respects, the
financial posmon of Powell Capital Markets, Inc as of September 30, 20086, in oonformlty with accounting principles
generally accepted in the United States of America.

@mkwg@wmr pe.

Roseland, New Jersey \
October 31, 2006

P
Affilated Offices Worldwide J_;l_ﬁ_y
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T
September 30! 2006

-'!1 i

ASSETS

Cash and cash equivalent
Receivable from clearing broker
Commissions receivable
Prepaid expenses and other

Office furniture and equipment, less
accumulated depreciation of $80,998

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Accounts payable and accrued expenses
Profit sharing plan payable
Deferred tax liability
Total liabilities

Stockholder's equity
Common stock, no par value,
authorized 1,000 shares,
issued and outstanding 400 shares
Additional paid-in capital
Retained earnings

Total stockholder's equity

See accompanying notes to financial statements.

288,616
52,723
140,024

28,687

58,116

568,166

71,379
42,484
31,000

144,863

40,000
261,500
121,803

423,303

568,166
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1. Nature of business and summary of significant accounting policies
, ' i

Nature of Business

Pewell Capital ‘Markets, Inc. (the "Company’) is a broker-dealer registered-with the Securities and Exchange
Commission and is a member of the National Association of Securities Dealers, Inc.

Cash and Cash Equivalent
The Company considers an investment in a money market account to be a cash equivalent.

Revenue and Expense Recognition from Securities Transactions

' |
Management fees and profits from part|C|pat|on in municipal securities underwntlngs are recorded on the closing date
of each underwriting. Securities transactions and related income and expenses are recorded on a trade date basis.

Deferred Income Taxes

The Company complies with Statement of Fmancual Accounting Standards No.! 109 “Accounting for Income Taxes,”
which requires an asset and liability approach to financial accounting and reportlng for income taxes. Deferred
income tax assets and liabilities are computed for differences between the ﬁnanmal statement and tax bases of
assets and liabilities that will result in taxable ‘or deductible amounts in the future based on enacted tax laws and
rates applicable to the periods in which the differences are expected to affect taxable income. Valuation allowances
are established, when necessary, to reduce deferred income tax assets to the amount expected to be realized.

Office Fumiture and Equipment

Office fumiture and equipment is stated at cost less accumulated depreciation. The Company provides for
depreciation as follows:

Estimated .
Asset Useful Life Principal Method
Telephone and computer
equipment 5years Straight-line
Furniture and fixtures 7 years Straight-line

Use of Estimates

The preparation of financial statements in conforrnlty with accounting pnnuples generally accepted in the United
States of America requires management to make estimates and assumptlons that affect the reported amounts of
assets and liabilities at the date of the ﬁnanmal statements and the reported lamounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
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2. Prof‘t sharlng plan

The Company has a profit sharing plan, whlch covers all employees that meet certain eligibility requirements.
Contributions to the plan are made at the discretion of the Company's Board of Directors. The expense relating to
the profit sharlng plan for the year ended September 30, 2006 was $39,711.

3. Income taxes
I
The provision for income taxes for the year ended September 30, 2006 is summarized as follows:

Current

Federal $ 11,900
State 3,200
15,100

Deferred
Federal 7,000
State 4,000
11,000
$ 26,100

The components of the Company's deferred tax liability aggregating $31,000, primarily relate to timing differences
for depreciation and the accrual to cash basis adjustment.

4, Commitment

The Company rents office space under an operating lease that expires in October 2011, The approximate future
annual rental commitments under the lease, as of September 30, 2006 are approximately as follows:

Year ending September 30,

2007 $ 74,000
2008 74,000
2009 74,000
2010 74,000
2011 74,000

$ 370,000

Rent expense recorded under this lease approximated $65,000 for the year ended September 30, 2006.
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5. Net capital requirements

The Company is a member of the National Assouatlon of Securities Dealers, Inc., and is subject to the Securities and
Exchange Commission Uniform Net Capital rule 15¢3-1. This Rule requires the|ma|ntenance of minimum net capita!
and requires that the ratio of aggregate mdebtedness to net capital, both as deﬁned shall not exceed 15 to 1 and that
equity capital may not be withdrawn, or cash dlwdends paid, if the resulting net capltal ratio would exceed to 10 to 1.
At!September 30, 2006, the Company's net capltal was approximately $227, 000 which was approximately $127,000
in excess of its minimum required net capital of $100,000.

6. Exemption from Rule 15¢3-3

e [ '
The Company is exempt from the Securities and Exchange Commission Rule 15¢3-3 under paragraph (k)(2)(iiy and,
therefore, is not required to maintain a "Special Reserve Bank Account for the Exclusive Benefit of Customers”.

7. Off-balance-sheet risk and concentration of credit risk

Pursuant to clearance agreement, the Company introduces all of its semlJrltles transactions to its scle clearing
broker on a fully-disclosed basis. All of the customers’ money balances and Iong 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 cleanng broker may sustain from carrying
securities transactions introduced by the Company In accordance W|th industry practice and regulatory
requirements, the Company and the clearing broker monitor collateral on the customers’ accounts.

In addition, the receivable from the clearing broker is pursuant to this clearance agreement and includes a clearing
deposit of $25,000.

The Company maintains its cash balances in a financial institution. These balances are insured by the Federal
Deposit Insurance Corporation up to $100,000 per institution.



