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HC HOLTHOUSE

CARLIN &
PPNl \/AN TRIGT LLp

Independent Auditors’ Report

To the Member of
M&A Capital, LLC:

We have audited the accompanying statement of financial condition of M&A Capital, LLC (the
“Company”), a California limited liability company, as of December 31, 2008, and the related
statements of operations, changes in members’ equity, changes in liabilities subordinated to
claims of general creditors, and cash flows for the year then ended that you are filing pursuant to
rule 17a-5 under the Security Exchange Act of 1934. These financial statements are the
responsibility of the Company’s management. Our responsibility is to 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 reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of M&A Capital, LLC as of December 31, 2008, and the resuits of its
operations and cash flows for the year then ended in conformity with accounting principles
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 information contained in Schedules | through VI 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 our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

(it (ol QI T 224

Santa Monica, California
February 23, 2009
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M&A CAPITAL, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

Assets

Current assets
Cash and cash equivalents
Accounts and other receivables, net of allowance
for doubtful accounts of $1,344,948

Total current assets

Equipment and furniture
Computer equipment
Furniture

Less: accumulated depreciation
Total equipment and furniture

Other assets
Deposits

Total other assets

Total assets

Liabilities and Members' Equity
Current liabilities
Accounts payable and accrued expenses
Total current liabilities
Commitments and contingencies (Notes 1,2,3 and 4)

Members' equity

Total liabilities and members' equity

See notes to financial statements.
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$ 135,124

125,884
261,008

60,322
34,159

94,481

(29,046)
65,435

4,870
4,870

$ 331,313

$ 12,503
12,503

318,810

$ 331,313



M&A CAPITAL, LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2008

Net revenues - investment banking fees $ 1,929,651

Operating expenses:

Professional salaries and payroll related costs 491,902
General and administrative 255,050
Bad debt expense 1,156,250
Advertising and marketing 74,184
Legal fees 27,478
Cost of reimbursable expenses 3,469
Depreciation 9,104
Licenses and fees 5,287
Total operating expenses 2,022,724
Loss from operations (93,073)
Other income
Interest income 4,287
Total other income 4,287
Loss before state income taxes (88,786)
State income taxes 6,800
Net loss $ (95,586)

See notes to financial statements.
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M&A CAPITAL, LLC
STATEMENT OF CHANGES IN MEMBERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2008

Balance, December 31, 2007 $ 595,700
Members' contributions 33,024
Distributions to members (214,328)
Net loss (95,586)
Balance, December 31, 2008 $ 318,810

See notes fo financial statements.
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M&A CAPITAL, LLC
STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS
FOR THE YEAR ENDED DECEMBER 31, 2008

Subordinated borrowings at January 1, 2008 3
Payments
Additions
Subordinated borrowings at December 31, 2008 $

See notes to financial statements.
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M&A CAPITAL, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2008

Net cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash
used in operating activities:
Depreciation
Allowance for doubtful accounts
Changes in operating assets and liabilities:
Accounts and other receivables
Deposits
Accounts payable and accrued expenses

Net cash used in operating activities

Cash flows from investing activities:
Purchase of equipment and furniture

Cash used in investing activities

Cash flows from financing activities:
Contributions from members
Distributions to members

Net cash used in financing activities

Change in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental disclosures of cash flow information:

Cash paid during the year for:
Income taxes

Interest

See notes to financial statements.
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$ (95,586)
9,104
1,156,250
(1,158,184)
(1,062)
(895)
(90,373)
(30,756)
(30,756)
33,024
(214,328)
(181,304)
(302,433)
437,557
$ 135,124
$ 6,800
$ -



NOTE 1.

M&A CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business

M&A Capital, LLC (the Company), a single member California limited liability company, is an
investment advisor, with an emphasis in mergers and acquisitions, strategic planning,
restructurings and workouts, and other financial advisory services. The Company is a broker-
dealer registered with the Securities and Exchange Commission and the Financial Industry
Regulatory Authority (FINRA). The Company shall continue operating under the current
operating agreement until December 31, 2050 unless earlier dissolved in accordance with the
agreement.

Operating Agreement

The operating agreement has various provisions that determine, among other things,
organizational matters, allocation of profits and losses, distributions to the member, loans and
guarantees, and the rights and duties of the members (See Note 4).

Revenue Recognition

Revenue from investment banking fees are recognized when services are performed and
earned as determined in the agreement with the client. Investment banking fees include
nonrefundable retainers and agency fees. Non-refundable retainer fees are recognized when
the agreement with the client is executed and collection is reasonably assured. Fees subject
to approval by the Trustee of a bankruptcy court are recognized when the fees are approved or
earned pursuant to a fee application and payment has been received. Contingency fees are
recognized when the services are completed and the contingency no longer exists.

Computer Equipment and Furniture

Computer equipment and furniture are stated at cost. Depreciation expense is calculated on a
straight-line basis over the estimated economic useful lives of the assets, which are five to
seven years. Depreciation expense for the year ended December 31, 2008 was $9,104.

Advertising Expense

Advertising and marketing expenses are expensed as incurred. Advertising and marketing
expenses amounted to $74,184 for the year ended December 31, 2008.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid unrestricted
investments with an original maturity of three months or less to be cash equivalents.



NOTE 1.

NOTE 2.

NOTE 3.

M&A CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income Taxes

The Company is a limited liability company (“LLC”) treated as a partnership for federal and
state income tax purposes and therefore does not incur federal income taxes at the company
level. Instead, its earnings and losses are passed through to the members and included in the
calculation of the individual members’ tax liability. However, because the Company is an LLC,
it is subject to a California fee based on its annual gross income. The California fee for 2008
was $6,000. In addition, the Company is required to pay an $800 annual tax to the state of
California for the right to conduct business in the state. The tax expense amounted to $6,800
for the year ended December 31, 2008.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. The Company has
provided an allowance for certain client receivables as it believes these amounts are not fully
collectible. Accordingly, actual results could differ from those estimates.

CONCENTRATION OF CREDIT RISK

The Company’s cash and cash equivalents are maintained in various bank accounts. The
Company may have exposure to credit risk to the extent that its cash and cash equivalents
exceed amounts covered by federal deposit insurance. The Company believes that its credit risk
is not significant.

During the year ended December 31, 2008, two clients accounted for more than 10% of total
revenues, 31% and 60% respectively. No other client accounted for more than 10% of total
revenue.

LEASE COMMITMENT

The Company entered into an office lease agreement effective May 1, 2008, which expires
April 2009, for their offices in Westlake Village, CA. The lease currently requires total monthly
rental payments of $3,809. Rent expense for the year ended December 31, 2008 was
$45,708.



NOTE 4.

M&A CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NET CAPITAL REQUIREMENTS

As a broker-dealer, the Company is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (SEC rule 15¢3-1). In accordance with the net capital provisions of
Rule 13¢3-1(A)(2)(vi), the Company is required to maintain a minimum net capital, defined as
the greater of $5,000 or 6 2/3% of the Company’s total aggregated indebtedness and a
maximum net capital ratio of 15 to 1. The basic concept of the net capital rule is liquidity; its
objective being to require a broker-dealer to have at all times sufficient liquid assets to meet its
current liabilities.

At December 31, 2008, the Company had net capital of $127,326, which exceeded the
minimum requirement of $5,000 by $122,326, and had a net capital ratio of 0.10 to 1. The
Company may make certain capital withdrawals, but these distributions will not cause the
Company to be in violation of its net capital requirements, unless they result in minimum net
capital to fall below the defined thresholds.



M&A CAPITAL, LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2008

Total Members' Equity

Deductions and/or Charges
Non-allowable assets included in the following
statement of financial condition captions:
Receivable, prepaid expenses and other assets
Furniture and equipment, net

Total Non-allowable Assets
Net capital before haircuts

Haircuts on securities
Net capital

Total Aggregated Indebtedness

Minimum Net Capital - 6-2/3% of
Aggregated Indebtedness

Minimum Net Capital Required
Excess Net Capital
Excess Net Capital at 1000%

Ratio of Aggregated Indebtedness to Net Capital

Accounts From

SCHEDULE |

Audited Unaudited
Financial FOCUS
Statements Part il Difference
$ 318,810 $ 333,262 $ (14,452)
$ 125,884 $ 125885 $ m
65,435 74,539 (9,104)
191,319 200,424 (9,105)
$ 127,491 $ 127,968 $ (5,347)
165 165 -
$ 127,326 $ 127,803 $ (5,347
$ 12503 $ 7156 $ 5,347
$ 834 $ 477
$ 5000 $ 5,000
$ 122,326 $ 122,803
$ 126,076 $ 127,087
0.10to 1 0.06 to 1

See independent auditors’ report and notes to financial statements.
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SCHEDULE |l

M&A CAPITAL, LLC
NOTES TO DIFFERENCES BETWEEN NET CAPITAL AS COMPUTED IN AUDITED
STATEMENTS AND UNAUDITED FOCUS PART lI
DECEMBER 31, 2008

Differences resulted primarily from the following audit adjustments
for the year ended December 31, 2008:

1. Adjustments to correct members' equity

a. To record depreciation expense for 2008 $ (9,104)
b. To accrue legal expense recorded at year-end (5,347)
¢. Rounding 1
$ (14,452)
2. Furniture and equipment
a. To record depreciation expense for 2008 $ 9,104
9,104
3. Receivable, prepaid expenses and other assets
a. Rounding 1
Net differences $ (5,347)

The difference between net capital as computed in the audited statements and the unaudited
Focus Part Il for the year ended December 31, 2008 was $5,347 and was due to the accrual of
legal expense recorded at year-end.

See independent auditors' report and notes to financial statements.
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SCHEDULE lll
M&A CAPITAL, LLC
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2008

The provisions of this rule shall not be applicable to the Company, pursuant to Rule 15¢3-3 (k) (2) (i),
who, as a broker or dealer, clears all transactions with and for customers on a fully disclosed basis
with a clearing broker or dealer, and who promptly transmits all customer funds and securities to the
clearing broker or dealer which carries all of the accounts of such customers and maintains and
preserves such books and records pertaining thereto pursuant to the requirements of Rules 17a-3 and
17a-4, as are customarily made and kept by a clearing broker or dealer.

See independent auditors’ report and notes to financial statements.
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SCHEDULE IV

M&A CAPITAL, LLC
INFORMATION RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2008

The provisions of this rule shall not be applicable to the Company, pursuant to Rule 15¢3-3 (k) (2) (i),
who, as a broker or dealer, clears all transactions with and for customers on a fully disclosed basis with
a clearing broker or dealer, and who promptly transmits all customer funds and securities to the clearing
broker or dealer which carries all of the accounts of such customers and maintains and preserves such
books and records pertaining thereto pursuant to the requirements of Rules 17a-3 and 17a-4, as are
customarily made and kept by a clearing broker or dealer.

See independent auditors’ report and notes to financial statements.
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SCHEDULE V

M&A CAPITAL, LLC
SCHEDULE OF RECONCILIATION, INCLUDING APPROPRIATE EXPLANATION,
OF THE COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
AND THE COMPUTATION OF THE RESERVE REQUIREMENTS
UNDER EXHIBIT A OF RULE 15C3-3 OR EXCLUSION THEREFROM
DECEMBER 31, 2008

None required. The registrant is excluded from this requirement.

See independent auditors’ report and notes to financial statements.
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SCHEDULE VI

M&A CAPITAL, LLC
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION FOR
CUSTOMERS’ REGULATED COMMODITY FUTURES AND OPTION ACCOUNTS
DECEMBER 31, 2008

None required. The registrant is excluded from this requirement.

See independent auditors’ report and notes to financial statements.
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HC HOLTHOUSE

PJAVRESE CARLIN &
FOPINIROE \/ AN TRIGT LLp

Independent Auditors’ Report on Internal Control Required by SEC Rule 17a-5 for a
Broker-Dealer Claiming an Exemption from SEC Rule 15¢3-3

To the Member of
M & A Capital, LLC:

In planning and performing our audit of the financial statements and supplemental information of M &A
Capital, LLC (the Company) for the year ended December 31, 2008, we considered its internal control
over financial reporting, including control activities for safeguarding securities (collectively, internal
controls), as a basis for designing our audit procedures for the purpose of expressing an opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal controls. Accordingly, we do not express an opinion on the effectiveness of the
Company’s internal controls.

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 followed by the Company including tests of such practices
and procedures that we considered relevant to the objectives stated in Rule 17a-5(g)(1) in making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under Rule
17a3(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 quarterly securities examinations, counts, verifications and comparisons
2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment of 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 fuifilling 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 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 accordance with accounting principles generally accepted in the
United States of America. 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 changes in conditions or that
the effectiveness of their design and operation may deteriorate.

1601 Cloverfield Boulevard, Suite 300 South, Santa Monica, CA 90404 e 4550 E. Thousand Oaks Boulevard, Suite 100, Westlake Village, CA 91362
100 Oceangate, Suite 800, Long Beach, CA 90802 e 117 East Colorado Boulevard, 6th Floor, Pasadena, CA 91105
18401 Von Karman, Suite 200, Irvine, CA 92612 » 15760 Ventura Boulevard, Suite 1700, Encino, CA 91436



Independent Auditors’ Report on Internal Control Required by SEC Rule 17a-5 for a
Broker-Dealer Claiming an Exemption from SEC Rule 15¢3-3
(Continued)

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 a combination of
control deficiencies, that adversely affects the Company’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generaily accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the Company’s financial statements that is more
than inconsequential will not be prevented or detected by the Company’s internal controls.

A material weakness is a significant deficiency, or a 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 Company’s internal controls.

Our consideration of internal controls was for the limited purposes described in the first paragraph and
would not necessarily identify all deficiencies in internal controls that might be significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal controls that we consider to be
significant deficiencies or 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 purpose in accordance with
the Securities and 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, 2008, to meet the SEC’s objectives.

This report is intended solely for the use of the members, management, the SEC, the Financial Industry
Regulatory Authority and other information and regulatory agencies that rely on Rule 17a-5(g) under the
Securities and Exchange Act of 1934 in the regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

(ife Gl { e T 124

Santa Monica, California
February 23, 2009
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