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We have audited the accompanying statements of financial condition of Newcastle

Distributors LLC the Company as of December 31 2009 and 2008 and the related

statements of operations and changes in members equity and cash flows for the years

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 Companys

management Our responsibility is to express an opinion on these financial

statements based on our audits

We conducted our audits 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 consideration of internal control over

financial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness

of the Companys internal control over financial reporting Accordingly we express

no such opinion An audit also includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements assessing the

accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audits

provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material

respects the financial position of Newcastle Distributors LLC as of December

2009 and 2008 and the results of its operations and its cash flows for the
years

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 financial

statements taken as whole The information contained in the supplemental schedule

is presented for purposes of additional analysis and is not required part of the basic

financial statements but is supplemental information required by Rule 7a-5 of the

Securities and 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 financial statements

taken as whole

Saslow
Lufkin

Buggy LLP

CERTIFIED PUBLIC ACCOUNTANTS
AND CONSULTANTS

Independent Auditors Report

To the Member of Newcastle Distributors LLC

10 Tower Lane

Avon CT 06001

Telephone 860 678-9200

JAX 860 678-9202

30 Main Street

Burlington VT 05401

-TeIephone 802 865-9300

FAX 802 865-9302

Lk
Avon Connecticut

February 10 2010

email informationslbcpa.com



Newcastle Distributors LLC

Statements of Financial Condition

December 31 2009 and 2008

Cash and cash equivalents

Prepaid expenses

Total assets

Assets

2009

25417

2235

27652

2008

30475

1782

32257

Liabilities

Accrued expenses

Total liabilities 2830 4716

27541

32257

The accompanying notes are an integral part of these financial statements

Liabilities and Members Equity

2830

Members equity

Total liabilities and members equity

4716

24822

27652



Newcastle Distributors LLC

Statements of Operations and Changes in Members Equity

For the Years Ended December 31 2009 and 2008

2009 2008

Expenses

Commissions expense

Professional fees

Travel and entertainment

Registration fees

Advertising expense

Insurance

Bank fees

Total expenses
_________________ _____

Loss from operations

Other income

Interest income
__________________-

Net loss

Members equity beginning of year

Capital contributions
_________________-

Members equity end of year ________________

The accompanying notes are an integral part of these financial statements

Revenues

Commissions and service fees 4500

4050

13489

1785

2695

2125

805

22

24971

20471

599

19872

47413

22500

20250

9613

2480

150

97

32590

10090

271

9819

27541

7100

24822 27541



Newcastle Distributors LLC
Statements of Cash Flows

For the Years Ended December 31 2009 and 2008

Cash flows from operating activities

Net loss

Adjustments to reconcile net loss to

net cash used in operating activities

Changes in assets and liabilities

Prepaid expenses

Accrued expenses

Net cash used in operating activities

Cash flows from financing activities

Cash contribution from member

Net cash provided by financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents beginning of year

Cash and cash equivalents end of year

The accompanying notes are an integral part of these financial statements

2009 2008

9819 19872

453

1886

12158

498

20370

7100

7100

5058 20370

30475 50845

25417 30475



Newcastle Distributors LLC
Notes to the Financial Statements

For the Years Ended December 31 2009 and 2008

Note General

Organization Newcastle Distributors LLC the Company was formed in December 2005 as limited

liability company under the laws of the State of Connecticut As such the owner the Member is not

liable for the debts of the Company The Company is registered broker-dealer located in Avon
Connecticut

Description of Business As securities broker and dealer and an investment advisor the Company is

engaged in various securities trading and brokerage activities servicing diverse group of institutional

investors

The Company is registered with the Securities and Exchange Commission and is member of the

Financial Industry Regulatory Authority FINRA and Securities Investor Protection Corporation SIPC
The Company is subject to federal and state security laws as well as F1NRA regulations

The Company is subject to the net capital requirement under Rule 15c3-1 of the Securities and Exchange
Act of 1934 the Act The Company does not hold funds or securities for or owe funds or securities to

customers and as such is exempt from the reserve requirement provisions of the Act under the

exemption provisions found within Rule 15c3-3 Section k2i
Note Summary of Significant Accounting Policies

Basis of Presentation The financial statements have been prepared on the accrual basis of accounting

under generally accepted accounting principles GAAP

Accounting Standards Codification In June 2009 the Financial Accounting Standards Board FASB
issued Statement of Financial Accounting Standards No 168 FASB Accounting Standards Codjfication

and the Hierarchy of Generally Accepted Accounting Principles Replacement of FASB Statement No
162 This guidance establishes the FASB Accounting Standards Codification ASC or the Codification

as the source of authoritative GAAP The Codification supersedes all existing non-SEC accounting and

reporting standards Rules and interpretive releases of the SEC under authority of federal securities laws

will remain authoritative GAAP This guidance is effective for financial statements issued for interim

and annual periods ending after September 15 2009 As the Codification will not change existing

GAAP the adoption of this guidance did not have an impact on the financial condition or results of

operations of the Company

Cash and Cash Equivalents For financial statement purposes the Company considers all short-term

investments with an original maturity of three months or less from the date of purchase to be cash

equivalents For these short-term investments the carrying value is an estimate of market value The

Federal Depository Insurance Corporation FDIC insures cash balances up to $250000 per customer

per bank In addition FDIC coverage for balances in non-interest bearing transaction deposit accounts is

unlimited if the bank elects to participate Amounts in excess of the FDIC limits are uninsured



Newcastle Distributors LLC
Notes to the Financial Statements

For the Years Ended December 31 2009 and 2008

Note Summary of Significant Accounting Policies continued

Income Taxes The Company has elected to be treated as an LLC under the Internal Revenue Code

having the Companys income treated for federal income tax purposes substantially as if the Company

were partnership The Members respective equitable shares in the net income of the Company are

reportable on the individuals tax return Accordingly the financial statements reflect no provision or

liability for federal income taxes

FASB ASC 740 Income Taxes was adopted by the Company for fiscal year 2009 and establishes

threshold for financial statement recognition of the benefit of positions taken in filing tax returns

including whether an entity is taxable in particular jurisdiction and requires certain expanded tax

disclosures FASB ASC 740 is to be applied to all open tax years as of the date of effectiveness The

adoption of FASB ASC 740 did not have any impact on the financial statements

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 the reported amounts of assets liabilities revenues and expenses along with the

disclosure of certain contingent assets and liabilities as of the financial statement date Actual results in

the future could vary from the amounts derived from managements estimates and assumptions

Subsequent Events Subsequent events have been evaluated through February 10 2010 the date through

which procedures were performed to prepare the financial statements for issuance

Note Trading Activities

The Company is not engaged in trading activities and only provides securities brokerage and investment

advisory services to third-party clients

The Company is exposed to market risk on the cash and cash equivalents it holds Market risk is the

potential change in an instruments value caused by fluctuations in interest rates equity prices or other

factors The level of market risk is influenced by the volatility and the liquidity of the financial markets

The Company is also exposed to credit risk which is the risk of loss if an issuer or counterparty fails to

perform its obligations under contractual terms and the collateral held if any is deemed worthless

default risk The Company has established policies and procedures for mitigating credit risk on

principal transactions including reviewing and establishing limits for credit exposure maintaining

collateral and continually assessing the creditworthiness of counterparties

At December 31 2009 and 2008 the Company does not believe it has any exposure to credit risk or

market risk The Company held no investments at December 31 2009 and 2008 other than cash and

cash equivalents



Newcastle Distributors LLC
Notes to the Financial Statements

For the Years Ended December 31 2009 and 2008

Note Net Capital

The Company as registered broker-dealer in securities is subject to the uniform net capital rule under

the Securities Exchange Act of 1934 SEC Rule 15c3-1 The Company must maintain minimum net

capital of the greater of 6.67% of aggregate indebtedness or $5000 and the ratio of aggregate

indebtedness to net capital both as defined may not exceed 15 to The rule also requires that equity

capital may not be withdrawn or cash dividends be paid
if net capital is less than 120% of the Companys

minimum net capital requirement or its ratio of aggregate indebtedness to net capital exceeds 10 to

At December 31 2009 and 2008 the Company had net capital of $22529 and $25701 respectively with

minimum net capital requirement of $5000 for both years The ratio of aggregate indebtedness to net

capital was .13 to and .18 to for December 31 2009 and 2008 respectively

Note Concentrations of Credit Risk

During the course of its operations the Company grants credit to certain institutions under commission

arrangements Credit granted to these institutions is unsecured and subject to losses Management

closely monitors the institutions to which it grants credit and does not see this risk of loss as significant



Net Capital

Members equity

Nonallowable assets

Prepaid expenses

Haircuts on certificates of deposit ________________ ________________

Total net capital

Less net capital requirement

of aggregate indebtedness or $5000
________________ ________________

Net capital in excess of requirements
_________________

Aggregate Indebtedness

Total liabilities
_________________ _________________

Aggregate indebtedness

Ratio of aggregate indebtedness to net capital
______________ ______________

Note There are no material differences between the preceding computation and the Companys

corresponding unaudited Part II of Form X- 7a-5 as of December 31 2009

Newcastle Distributors LLC

Computation of Net Capital and Aggregate Indebtedness Pursuant

to Rule 15c3-1 of the Securities and Exchange Commission

December 31 2009 and 2008

20082009

24822

2235

58

22529

5000

17529

2830

2830

27541

1782

58

25701

5000

20701

4716

4716

.13 to .18 to



Sas1ow
Lufkin

Buggy LLP

CERTIFIED PUBLIC ACCOUNTANTS
AND CONSULTANTS

10 Tower Lane

Avon CT 06001

Telephone 860 678-9200

FAX 860 678-9202

30 Main Street

Burlington VT 05401
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Supplemental Report on Internal Control Required by SEC Rule 7a-5g for

Broker-Dealer Claiming Exemption From SEC Rule 5c3-3

To the Member of Newcastle Distributors LLC

In planning and performing our audit of the financial statements of Newcastle

Distributors LLC the Company as of and for the year ended December 31 2009 in

accordance with auditing standards generally accepted in the United States of

America we considered the Companys internal control over financial reporting

internal control as basis for designing our auditing 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 Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys

internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission

SEC we have made study of the practices and procedures followed by the

Company including consideration of control activities for safeguarding securities

This study included tests of such practices and procedures that we considered relevant

to the objectives stated in Rule 7a-5g in making the periodic computations of

aggregate indebtedness and net capital under Rule 17a-3a1 and for determining

compliance with the exemptive provisions of Rule 5c3-3 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

Making quarterly securities examinations counts verifications and

comparisons and recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities

under Section of Federal Reserve Regulation of the Board of

Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an

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 SECs 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 managements authorization and recorded properly to permit preparation of

financial statements in conformity with generally accepted accounting principles

generally accepted in the United States of America Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph



Saslow
IL1ufkiri Because of inherent limitations in internal control and the practices and procedures

referred to above errors or fraud may occur and not be detected Also projection of

Buggy LLP any evaluation of them to future periods is subject to the risk that they become

inadequate because of changes in conditions or that the effectiveness of their designCERTIFIED PUBLIC ACCOUNTANTS
AND CONSULTANTS and operation may deteriorate

deficiency in internal control exists when the design or operation of control does

not allow management or employees in the normal course of performing their

assigned functions to prevent or detect misstatements on timely basis

signfIcant deficiency is deficiency or combination of deficiencies that is less

severe than material weakness yet important enough to merit attention by those

charged with governance

material weakness is deficiency or combination of deficiencies in internal

control such that there is reasonable possibility that material misstatement of the

Companys financial statements will not be prevented or detected and corrected on

timely basis

Our consideration of internal control was for the limited purpose described in the first

and second 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 and control activities for safeguarding securities 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 material inadequacy for such purposes Based on

this understanding and on our study we believe that the Companys practices and

procedures were adequate at December31 2009 to meet the SECs objectives

This
report is intended solely for the information and use of the Member the

Securities and Exchange Commission the Financial Industry Regulatory Authority
and other

regulatory agencies which rely on Rule 7a-5g under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers and is not

intended to be and should be not used by anyone other than these specified parties

-d

Avon CT

February 10 2010

10
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Newcastle Distributors LLC

SEC File No 8-67277

This report contains check all applicable boxes

E1 Facing page

1J Statements of Financial Condition

Statements of Operations

Statements of Cash Flows

EI Statements of Changes in Members Equity

LII Statement of Liabilities Subordinated to Claims of General Creditors

not applicable

Computation of Net Capital

EI Computation for Determination of Reserve Requirements Pursuant to

Rule 15c3-3 see Note Description of Business

III Information Relating to the Possession or Control Requirements

under Rule 15c3-3 not applicable

lI reconciliation including appropriate explanation of the Computation

of Net Capital pursuant to Rule 15c3-1 and the Computation for

Determination of the Reserve Requirements pursuant to Exhibit of

Rule 15c3-3 see Note Description of Business and Note Net

Capital

III reconciliation between the audited and unaudited Statements of

Financial Condition with respect to methods of consolidation not

applicable

An Oath or Affirmation

III copy of the SIPC Supplemental Report not applicable

LI ii report describing any material inadequacies found to exist or found to

have existed since the date of the previous audit item

LIIJ Supplemental Report on Internal Accounting Control Required by SEC
Rule 7a-5 filed concurrently herein

LI Schedule of segregation requirements and funds in segregation customers

regulated commodity futures account pursuant to Rule 171-5 not applicable


