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OATH OR. AFFIRMATION

I Stefanie Kasselakis S , swear (or affirm) that, to the best of
. my knowledge and belief thé accompanying financial statement and supporting schedules pertaining to the firm of
] Poten Capital SertHdces, LIC ) . -, as
of December 31 - 020 07 |, are true and correct. I 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:

‘President, Poten Capital S lices. LLC

STEVEN M. 8KRTEN
Notary Public, State of New York
No. 02GA4979888
Qualified in Nassau County
Commission Expires April 8, 2z 1\

Notary ic
Thls report ** contains (check all applicable boxes):
<] {a) Facing Page.
X1 (b) Statement of Financial Condition.
. (¢) Statement of Income (Loss).
3. (d) Statement of Changes in Financial Condition.
‘L] (e) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietors’ Capital.
[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
A (g) Computation of Net Capital.
-!;l (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
‘1) (i) 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.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
X1 (1) An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
-0 (n) A reportdescribing 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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PRICEVWATERHOUSE(COPERS

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Center
300 Madison Avenue

New York, NY 10017

Telephone (646) 471 3000
Facsimile (813) 286 6000

Report of Independent Auditors

To the Member of
Poten Capital Services, LLC:

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Poten Capital Services, LLC (the "Company”) at December 31, 2007,
in conformity with accounting principles generally accepted in the United States of America. This
financial statement is the responsibility of the Company's management. QOur responsibility is to
express an opinion on this financial statement based on our audit. We conducted our audit of this
statement 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 statement of financial condition is free of material misstatement. An audit 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, and evaluating the overall statement of financial condition presentation. We believe that
our audit of the statement of financial condition provides a reasonable basis for our opinion.

February 15, 2008



Poten Capital Services, LLC
{a Limited Liability Company)
Statement of Financial Condition
December 31, 2007

Assets
Cash and cash equivalents
Accrued income
Prepaid expenses
Fixed assets, net

Total assets

Liabilities and Member's Equity
Accounts payable and accrued expenses
Due to an affiliate

Total lighilities
Commitments and contingencies (Note 5)
Member's Equity
Total liabilities and member's equity

The accompanying notes are an integral part of these financial statements.

2

901,328
33,387
804
6,313

941,932

210,185
317,333

527,518

414,414

941,932



Poten Capital Services, LLC

(a Limited Liability Company)

Notes to Statement of Financial Condition
December 31, 2007

1. Organization and Business

Poten Capital Services, LLC (the "Company") was organized as a limited liability company under
the laws of the State of Delaware on September 20, 2002.

Poten International LLC (previously "Poten & Pantners Group, LLC"), a Delaware Limited Liability
Company was the sole member of the Company through October 15, 2007. Poten International
LLC transferred all of its interest in the Company 1o Poten & Partners Group, Inc. (the "Member™) in
accordance with the Membership Interest Purchase and Security Agreement dated October 15,
2007.

The Company is a registered broker-deater under the Securities Exchange Act of 1934 and is a
member of the Financial Industry Regulatory Authority ("FINRA"). The Company was approved as
a broker-dealer on January 3, 2007. The Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities and, accordingly, is
exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of 1934 pursuant to
paragraph (k)(2)(i) of that rule,

The Company's principal business activities include underwriting, private placement of securities,
providing merger and acquisition advisory services and acting as a finder, for which the Company
may receive compensation, or introducing clients 1o broker-dealers, financial institutions or
investment advisors (or vice-versa), for which the Company may receive a fee.

Poten & Partners, Group Inc., has committed to providing the Company with continued financial
support, as necessary, to enable the Company to meet its working capital needs through at least
January 20089.

2. Summary of Significant Accounting Policies

Revenue Recognition

Revenues from providing merger-and-acquisition advisory services, acting as a finder and other
services are recognized as earned, which is generally at completion and when income is
determinable and fixed.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
in the United States of America requires management to make certain estimates and assumptions
that affect the reported amounts of assets and Habilities at the date of the financial statements, and
the reported amounts of revenues and expenses during the reporting period. Actual results could
ditfer from those estimates.

Concentrations of Risk

The Company's financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and cash equivalents and accounts receivables. The Company's cash and cash
equivalents are held with banks with high credit ratings. Balances held with banks, at times, exceed
insured limits. Concentrations of credit risk with respect to accounts receivable is limited by
monitoring creditworthiness of customers.



Poten Capital Services, LLC

(a Limited Liability Company)

Notes to Statement of Financial Condition
December 31, 2007

Cash and Cash Equivalents

Cash equivalents include demand deposits with banks and highly liquid investments with original
maturities of three months or less. The Company had no cash equivalents as of December 31,
2007,

Fixed Assets

Fixed assets are recorded at cost and are depreciated using the straight-line method over their
estimated useful lives (Note 3). Maintenance and repairs are charged to expense as incurred. At
the time such assets are retired or otherwise disposed of, the related cost and accumutated
depreciation are removed from the accounts, and any gain or ioss is credited or charged to
operations.

Income Taxes

The Company is a single member Limited Liability Company for purpases of filing federal, state and
local income tax returns. The Company is responsible for New York City unincorporated business
tax and other business taxes, as incurred through QOctober 15, 2007. The Company's sole member
changed from a multiple member LLC (Poten International LLC) to a Corporation (Poten &
Partners, Group Inc.) effective Qctober 15, 2007 {Note 1). Accordingly, the Company is
responsible for Corporate Income Taxes starting from October 16, 2007. However, since the
Company has only one Member, generally accepted accounting principles in the United States of
America require the Company to provide for federal, state and local income taxes in its financial
statements on a separate-return basis.

Deferred taxes are recognized for the tax effects of differences between the financial reporting and
the tax bases of assets and liabilities at enacted tax rates in effect for the years in which the
differences are expected to reverse. A valuation allowance is provided on deferred tax assets when
it is more likely than not that some portion or all of the deferred 1ax assets will not be realized. At
December 31, 2007, the Company's deferred tax asset of approximalely $70,000 is principally
attributable to net operating loss carry forwards of $175,000 that will begin to expire in 2025. Based
upon the Company's historical operating results and alt available evidence, management has
recorded a full valuation allowance on its deferred tax asset.

3. Fixed Assets

Fixed assets at December 31, 2007 are as follows:

Useful
2007 Lite
Furniture and fixtures $ 6,889 10 years
Computer equipment 4,906 5 years
11,795
Less: Accumulated depreciation (5,482)
Fixed assets, net $ 6,313

4, Related-Party Transactions

In the normal course of business the management of Poten & Partners, Inc., an affiliated entity
through ultimate common ownership, assists with the development of the Company's business



Poten Capital Services, LLC

(a Limited Liability Company)

Notes to Statement of Financial Condition
December 31, 2007

strategies and operations. Poten & Partners, Inc. also provides office space and related services
to the Company. Such expenses are allocaled based on the Master Service Agreement dated
December 1, 2001 between Poten & Partners, Inc. and Poten & Partners Group LLC. Allocated
expenses for the year ended December 31, 2007 amounted {o approximately $270,000. Related
amounts owed to Poten & Partners, Inc. have been treated as due to an affiliate in the statement of
financial condition at December 31, 2007,

Poten & Partners, Inc. pays for certain expenses such as business travel, employee benefits,
communication expenses and client reimbursable expenses on the Company's behalf. Business
travel, employee benefits and communication expenses amounted to approximately $332,000 for
the year ended December 31, 2007. Client reimbursable expenses amounted to approximately
$33,000. Related amounts owed to Poten & Partners, Inc. have been treated as due to an affiliate
in the statement of financial condition at December 31, 2007.

5. Commitments and Contingencies
From time to time, the Company is involved in various claims and litigation arising in the ordinary

course of business. In the opinion of management, the ultimate cutcome of such matters will not
have a material adverse effect on the Company's financial position.
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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Center

300 Madison Avenue

. New York NY 10017
SEC Mall Processing | reigpnone (546) 471 3000
Section Facsimile (813) 286 6000

February 15, 2008 FEB 282008

Wasnington, DC
To the Member of Poten Capital Services, LLC: 1M1

In planning and performing our audit of the financial statements of Poten Capital Services, LLC (the
“Company”) as of and for the year ended December 31, 2007 in accordance with auditing standards
generally accepted in the United States of America, we considered the Company's internal control over
financial reporting ("internal control") as a basis for designing our auditing procedures for the purpose
of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Company's internal control. Accordingly, we do not express an opinion on
the effectiveness of the Company's internal control.

Also, as required by Rule 17a-5(g}(1) of the Securities and Exchange Commission (the “SEC™), we
have made a study of the practices and procedures followed by the Company. This study included
tests of compliance with such practices and procedures, that we considered relevant to the objectives
stated in Rule 17a-5(g), in making the following:

1. The periodic computations of aggregate indebtedness and net capital under Rule 17a-3{a){11);
and
2. 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 the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13; and

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.

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph, if applicable. 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 are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in accordance with management's authorization and
recorded properly to permit the preparation of financial statements in conformity with generaily
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
error or traud 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.
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A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity's financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first, second, and third
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control 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
paragraph of this report are considered by the SEC 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 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, 2007 to meet the SEC's objectives.

This report is intended solely for the information and use of the management, the SEC, Financial
Industry Regulatory Authority, 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 specitied parties.

Very truly yours,

cc: Mr. Steven Morley, Treasurer, Poten Capital Services LLC
Ms. Stefanie Kasselakis, President, Poten Capital Services, LLC

z END



