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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Cornwell, Douglas, Stephen
: (Name — if individual, state last, first, middle name)

111 East Ave, Suite 321 Norwalk Connecticut 06851-5014
(Address) (City) (State) BEC ndat! HIGCHESING
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OATH OR AFFIRMATION

I, A. Conrad Weymann, IIT ' , swear (or affirm) that, to the best of

my knowledge and belief the accdmpanying financial statement and supporting schedules pertaining to the firm of
_Mallory Capital Group, LLC : » 8s

of _December 31, "7 ,20. 08 , 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:

Ao

/ Sigyture
Managing Member
Title

.9 lsolia
1 applicable boxes):

(b) Statement of Financial Condition.

2{c) Statement of Income (Loss).

(d) Statement of GhatpexixFinanxiak CxmditioexxCash Flows

(e) Statement of Changes in Stockhaiderst:Equitysor-Badrtridss hormSoteRroprictorskCapital. Members ' Equity

(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 AReconciliation, 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
consolidation.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

OO O dofgolsgy

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




*DOUGLAS S. CORNWELL, PC.e

CERTIFIED pPuUBLIC ACCOUNTANT

Managing Member
Mallory Capital Group, LLC

I have audited the accompanying statement of financial condition of
Mallory Capital Group, LLC (the Company) as of December 31, 2008, and
the related statements of income (loss), 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. These financial
statements are the responsibility of the Company's management. My
responsibility is to express an opinion on these financial statements
based on my audit.

I conducted my audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that
I 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. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of Mallory
Capital Group, LLC at December 31, 2008, and the results of its
operations and its cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of
America.

My audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The information contained
in Schedule I 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 under 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 my opinion, is fairly stated in all material
raspects in relation to the basic financial statements taken as a
whole.

Duag)

Dougl S. Cornwell, P.C.
Certified Public Accountant
Norwalk, Connecticut
February 27, 2009
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MALLORY CAPITAL GROUP, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

ASSETS

Current Assets

CASH

ACCOUNTS RECEIVABLE

OTHER ACCOUNTS RECEIVABLE

PREPAID EXPENSES

SECURITY DEPOSITS

Total Current Assets
Property, Plant and Equipment

FIXED ASSETS

ACCUMULATED DEPRECTIATION

Total Property, Plant and Equipment

Other Assets
ACCOUNTS RECEIVABLE-LONG TERM

TOTAL ASSETS

LIABILITIES AND EQUITY
Current Liabilities
ACCOUNTS PAYABLE
ACCRUED EXPENSES
Total Current Liabilities
Member's Equity

TOTAL LIABILITIES AND EQUITY

See accompanying notes.

2008

189,502
3,388,444
1,130
14,959
12,500

3,606,535

47,545
( 38,431)

9,114

1,003,750

$ 4,619,399

$ 5,443
9,000

14,443

4,604,956

$ 4,619,399




MALLORY CAPITAL GROUP,
STATEMENT OF INCOME

LLC

FOR THE YEAR ENDED DECEMBER 31,

Revenues
FEE INCOME
INTEREST INCOME
CLIENTS REIMBURSEMENTS & OTHER
OTHER INCOME

Total Revenues

General & Administrative

EMPLOYEE COMPENSATION AND BENEFITS

EMPLOYMENT TAXES

PENSION EXPENSE

OFFICE EXPENSE AND SUPPLIES
RENTAL EXPENSE
COMMUNICATIONS & DATA PROCESSING
MEALS AND ENTERTAINMENT
TRAVEL

LEGAL AND PROFESSIONAL FEES
SUBSCRIPTIONS

DUES AND FEES

CLIENT REIMBURSED FEES
INSURANCE EXPENSE
DEPRECIATION & AMORTIZATION
MISCELLANEQOUS EXPENSES

Total General & Administrative

Net Income

See accompanying notes.

2008

2008

$ 8,835,061

8,488
28,672
17,876

8,890,097

294,946
25,611
2,601
189,679
85,184
21,425
7,044
113,017
213,592
14,006
9,779
9,601
775
8,570
7,018

1,002,848

$ 7,887,249




MALLORY CAPITAL GROUP, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2008
Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization
(Increase) in accounts receivable
(Decrease) in accounts payable
(Decrease) in deferred income
Total adjustments

Net cash (used) by operating activities

Cash flows from financing activities:

Member contributions to capital
Member withdrawals

Net cash (used) by financing activities
Net (decrease) in cash and equivalents
Cash and equivalents, beginning
Cash and equivalents, ending

Interest paid
Income taxes paid

See accompanying notes.

2008

$ 7,887,249

(2,

(
(

8,570
780,487)
14,369)
59,000)

(2,

845,286)

5,

041,963

(

(5,

25,000)
067,306)

(5,

042,306)

(

343)

189,845

$

189,502

SNone
$None



MALLORY CAPITAL GROUP, LLC
STATEMENT OF CHANGES IN
MEMBERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2008

2008
Balance at December 31, 2007 $ 1,760,013
Contribution to Capital by members 25,000
Withdrawals of capital by members (5,067,306)
Net income for the current year 7,887,249
Balance at December 31, 2008 $ 4,604,956

See accompanying notes.



SCHEDULE I
MALLORY CAPITAL GROUP, LLC
COMPUTATION OF NET CAPITAL
UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2008

2008
Net Capital

Total member's equity $ 4,604,956
4,604,956

Deductions and/or charges
Accounts receivable (4,392,194)
Furniture and equipment, net ( 9,114)
Prepaid expenses ( 14,959)
Security deposits ( 12,500)
Employee advances ( 1,130)

(4,429,897)

Net Capital 175,059
Aggregate indebtedness
Items included in statement of financial condition:

Accounts payable $ 5,443
Accrued expenses 9,000
Total aggregate indebtedness $ 14,443
Minimum net capital required based on aggregate
indebtedness $ 963
Minimum dollar requirement 5,000
Net capital requirement (greater of two lines above) $ 5,000
Excess net capital $ 170,059
Excess net capital at 1,000% S 173,615
Net Capital Ratio .08 to 1
Recdnciliation with company's computation (included in
Part II of Form X-17A-5 as of December 31, 2008) [ 116,061
Audit adjustment removing deferred income 59,000
Rounding difference ( 2)
Net Capital per above $ 175,059

See accompanying notes.



Mallory Capital Group, LLC
Notes to Financial Statements

1. Organization and Nature of Business

The Company, a Connecticut Limited Liability Company is a
broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of the Financial Industry
Regulatory Authority (FINRA). As a limited liability
company, each member’s liability is limited to amounts
reflected in his member account.

2. Significant Accounting Policies

Basis of Presentation
The Company is engaged in a single line of business
as a securities broker-dealer, which comprises
several classes of services, including agency
transactions with a focus primarily on private
placements with institutional and private investors.

Use of Estimates
The preparation of financial statements in conformity
with generally accepted accounting principles
requires management to make estimates and assumptions
that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements
and the reported amounts of income and expenses
during the reporting period. Actual results could
differ from those estimates.

Concentration of Credit Risk
The Company’s cash is deposited with one financial
institution. The FDIC insures cash accounts at banks
up to $100,000. At December 31, 2008, the amount on
deposit was $189,502.

Depreciation
Depreciation is provided on a straight-line basis
using estimated useful lives of three to five years.

Statement of Cash Flows
For purposes of the Statement of Cash Flows, the
Company has defined cash equivalents as liquid
investments, with original maturities of less than
ninety days, which are not held for sale in the
ordinary course of business.



Mallory Capital Group, LLC
Notes to Financial Statements

3. Commitments and Contingent Liabilities

The Company conducts its operations from facilities that are
leased under a five-year noncancelable operating lease expiring
on June 30, 2011. The rent liability for the years remaining on
the lease is as follow:

Year Ending June 30, Amount
2009 $80,000
2010 80,000
2011 ' 80,000

$240,000

4. Concentration of Revenue

During 2008, one customer accounted for 41% of fees earned.
5. Net Capital Requirements

The Company is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (SEC rule 15¢3-1), which
requires the maintenance of minimum net capital and requires
that the ratio of aggregate indebtedness to net capital, both
as defined, shall not exceed 15 to 1 (and the rule of the
"applicable" exchange also provides that equity capital may
not be withdrawn or cash dividends paid if the resulting net
capital ratio would exceed 10 to 1). At December 31, 2008, the
Company had net capital of $175,059, which was $170,059 in
excess of its required net capital of $5,000. The Company’s
net capital ratio or ratioc of aggregate indebtedness to Net
Capital was .08 to 1.

6. Employee Benefits Plan

The Company has a retirement savings 401 (k) plan in which
substantially all employees may participate. The Company may
match employees’ contributions based on a percentage of salary
contributed by participants. The Company’s expense for 2007
was $1,250.

7. Income Taxes

The Company will file Federal and Connecticut partnership
returns. As such, the Company will not pay income taxes, as
any income or loss will be included in the tax returns of the
managing members. Accordingly, no provision is made for
income taxes in the financial statements.



*DOUGLAS S. CORNWELL, PC.e

CERTIFIED PUBLIC ACCOUNTANT

Managing Member
Mallory Capital Group, LLC

In planning and performing my audit of the financial statements and
supplemental schedule of Mallory Capital Group, LLC (the Company), for
the year ended December 31, 2008, I considered its internal control, in
order to determine my auditing procedures for the purpose of expressing
my 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), I have made a study of the practices and procedures
followed by the Company including tests of such practices and
procedures that I considered relevant to the objectives stated in rule
17a-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 rule 15c¢3-3.
Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, I did not
review the practices and procedures followed by the Company in any of
the following:

1. Making quarterly securities examinations, counts, verifications,
and verifications

2. Recordation of differences required by rule 17a-13

3. 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. 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 generally
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 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

111 EAST AVENUE o SUITE 321 o NORWALK, CT 06851-5014 o TEL 203-853-3010 e TOLL FREE 1-800:626-1040 & FAX 203-853-3012
VOICE MAIL 203-4256594  EMAIL DOUGIASCORNWELL@SBCGLOBAL NET



changes in conditions or that the effectiveness of their design and
operation may deteriorate.

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.

My 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, I
noted no matters involving internal control, including control
activities for safeguarding securities that I consider material
weaknesses as defined above.

I 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 my study, I believe that the
Company's practices and procedures were adequate at December 31, 2008,
to meet the SEC's objectives.

This report is intended solely for the information and use of the
Managing Member, the SEC, the Financial Industry Regulatory Authority
(FINRA) ; 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.

ZBp@ff wgﬁfféé§;_~\\\\\ﬁ

Douglgs S. Cornwell, P.C.
Norwalk, Connecticut
February 27, 2009

DOUGIASS CORNWELL

CERTIFIED PUBLIC ACCOUNTANT




