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OATH OR AFFIRMATION
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LIPSKY, GOODKIN & Co., P. C.
CERTIFIED PUBLIC ACCOUNTANTS
120 WEST 45TH STREET
NEW YORK, NEW YORK 10036

MEMBERS
(212) 840-6444 AMERICAN INSTITUTE OF
FaAX (212) 921-7186 CERTIFIED PUBLIC ACCOUNTANTS

N.Y. STATE SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Members of
Pentalpha Capital, LLC

We have audited the accompanying Statement of Financial Condition of Pentalpha Capital, LLC as of December
31, 2009 and the related statements of income, changes in members’ 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. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards as established by the Auditing
Standards Board (United States) and in accordance with the auditing standards of the Public Company
Accounting Oversight Board ( United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. The
Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial
reporting. Our audit included consideration of internal control over financial reporting as a 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 Company’s internal control over financial reporting. Accordingly, we express no such
opinion. An audit also includes examining, on a 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 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 Pentalpha Capital, LLC as of December 31, 2009, 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in the Schedules of computation of net capital and supplemental information
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 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 basic financial statements taken as

a whole. MJM 4&/ Ac .

February 17, 2010



PENTALPHA CAPITAL,LLC

BALANCE SHEET

FOR THE YEAR ENDED DECEMBER 31, 2009

ASSETS

Cash

Accounts receivable

Receivable from brokers - clearance account
Securities investments at fair value

Prepaid assets

TOTAL ASSETS

LIABILITIES AND MEMBERS’ EQUITY

LIABILITIES
Accounts payable and accrued expenses
Due to related entity

Total liabilities

COMMITMENTS (Note 4)

MEMBERS’ EQUITY

TOTAL LTABILITIES AND MEMBERS’ EQUITY

See Notes to Financial Statements.

$282,851
313,163
300,452
40,120

— 44811

981,397

25,500
100,000

125,500

855,897
$981.397



PENTALPHA CAPITAL, LLC

STATEMENT OF INCOME

DECEMBER 31, 2009

REVENUES
Fee income $ 313163
Total revenues 313.163
EXPENSES
Employee compensation 1,645,979
Occupancy costs 50,033
Other operating expenses 197,070
Payroll taxes _ 72.813
Total | | | 1,965,895
Shared compensation and other expenses ,
reimbursed - related party (1,766.235)
Total expenses 199.660

INCOME FROM OPERATIONS BEFORE

OTHER INCOME (LOSS) 113,503
OTHER INCOME (LOSS)
Interest income 2,102
Investment (loss) (3.300)
Total other income (loss) (1.198)
NET INCOME $ 112305

See Notes to Financial Statements.



PENTALPHA CAPITAL, LLC

STATEMENT OF CHANGES IN MEMBERS’ EQUITY

DECEMBER 31, 2009

Unrealized
Holding Members
Gain Equity Total

Balance, January 1, 2009, as previously

reported $ - $509,472 $509,472
Prior period adjustment - accrual of

broker commissions - 220,000 220,000
Balance, January 1, 2009, as restated - 729,472 729,472
Unrealized gain on marketable sécurities 14,120 - 14,120
Net income for the year - 112.305 112,305
Balance, December 31, 2009 ‘ $ 14,120 $ 841,777 $855.897

See Notes to Financial Statements.



PENTALPHA CAPITAL. LLC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31. 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 112,305
Adjustments to reconcile net income
to net cash used by operating activities:
Loss on expired warrants 3,300
Changes in:
Accounts receivable (313,163)
Receivable from broker 57,078
Prepaid assets 344
Accounts payable and accrued expenses (49.945)
Net cash used by operating activities (190,081)
CASH FLOWS FROM INVESTING ACTIVITIES -
CASH FLOWS FROM FINANCING ACTIVITIES -
NET DECREASE IN CASH (190,081)
CASH - BEGINNING OF YEAR 472,932
CASH - END OF YEAR $ 282851

See Notes to Financial Statements.



PENTALPHA CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2009

NOTE 1 - THE COMPANY

Pentalpha Capital, LLC, (the “Company"), was formed in the State of New York, to act as a broker-
dealer in the securities industry. It commenced operations on January 1, 1997 to, among other
things, act as a conduit between a buyer and seller in various financial trades, and to provide
consulting and advisory services.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments

The Company determines the appropriate classification of securities at the time of purchase and
reevaluates such designation as of each balance sheet date. Marketable equity securities not
classified as trading or held to maturity are classified as available-for-sale. Available-for-sale
securities are carried at fair value, with unrealized gains and losses reported in a separate statement
of comprehensive income. Realized gains and losses and declines in valued judged to be other-than-
temporary on available-for-sale securities are included in other income. Interest and dividends on
securities classified as available-for-sale are included in other income.

Income Taxes

The Company was formed as a Limited Liability Company and therefore will not pay corporation
income taxes as the income is taxed directly to the members.

Use of Estimates

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

tirv L VPUL llll& Wik AWLLLCEL A W A AAwaA

NOTE 3 - NET CAPITAL REQUIREMENT

Pursuant to Rule 15¢3-1 of the Securities and Exchange Commission, the Company is required to
maintain a minimum “net capital” as defined under such rule.

As of December 31, 2009, the Company’s net capital was computed to be $491,453 exceeding its
minimum requirements of $8,367 by $483,086.

NOTE 4 - CONCENTRATION OF CREDIT RISK

Financial instruments that potentially subject the Company to concentration of credit risk consist of
cash accounts in banks which at times exceeded the Federal Deposit Insurance Corporation limit of
up to $250,000 per account.



PENTALPHA CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2009

NOTE 5 - 401K SAVINGS AND INVESTMENT PLAN

The Company has a contributory 401K Savings and Investment Plan covering all employees who
meet length of service requirements. There was no 401K expense for the year ended December 31,
2009.

NOTE 6 - RELATED PARTIES

For the year ending December 31, 2009, the Company received $1,766,235 from commonly owned
related entities to cover shared compensation and office expenses.

NOTE 7 - MEMBERS CAPITAL RESTATEMENT

In prior years, the Company accrued annual fixed broker commissions regardless of whether or not
there were trades. The Company was notified that no broker commissions were due or payable
resulting in the restatement of an increase of members capital as previously reported by $220,000.



PENTALPHA CAPITAL.LLC

SUPPLEMENTAL MATERIAL

DECEMBER 31, 2009
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PENTALPHA CAPITAL, LLC

COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS

IN ACCORDANCE WITH RULE 15¢3-1 UNDER THE S.E.C. ACT OF 1934

DECEMBER 31, 2009

NET CAPITAL
Total members’ equity per focus report $ 643,488
Audit adjustments:
Asset adjustments (36,334)
Liability adjustments 28,743
Prior period adjustment 220,000
Total members’ equity per
audited financial statements 855,897
Less: Non-allowable assets (358.426)
Net capital before haircuts on securities positions 497,471
Haircuts on securities (6.018)
Net capital $ 491.453
AGGREGATE INDEBTEDNESS:
Accounts payable and accrued expenses $ 125,500
Total aggregated indebtedness $ 125,500
CAPITAL REQUIREMENTS
Minimum dollars net capital required $ 5,000
6-2/3% of aggregate indebtedness $ 8367
Greater of capital requirements $ 8367
Excess net capital 483.086
Net capital $491.453

See Notes to Financial Statements.
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PENTALPHA CAPITAL.LLC

SUPPLEMENTAL INFORMATION

DECEMBER 31. 2009

The Companyis exempt from rule 15¢ 3-3 as all customer transactions are cleared through another
broker-dealer on a fully disclosed basis.

Clearing Firm Product
SEC No. Name Code
8-8177 Citigroup Global Markets Inc. All

-12-



SECURITIES INVESTOR PROTECTléN CORPORATION
805 15th St. N.W. Suit%gé)%,7\4v%%%iggton, D.C. 20005-2215

Transitional Assessment Reconciliation ~ SEC Mail Prasassig

SIPC-7T

(29-REV 12/09)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDW&S@ 172010

1. Name of Membef, address, Designated Examining Authority, 1934 Act registration no. and monthw%mwgtm;an@ar ends for

purposes of the audit requirement of SEC Rule 17a-5: 449
Note: If any of the information shown on the mailing label
requires correction, please e-mail any corrections to

049021 FINRA DEC form@sipc.org and so indicate on the form filed.

PENTALPHA CAPITAL LLC 9%

1 GREENWICH PLZ QFC PARK-NORTH

GREENWICH CT 06830-6352 Name and tefephone number of person to contact
respecting this form.

L | Butty Rawa  03-660-6139

2. A. General Assegsment [item 2e from page 2 (ﬂnp{ Iesifh_arj_m$150 minimum)] o $ _ 02/&1 Q ‘ 90

B. Lesé.—.g;éymént a—de W|thSlPC~6 fH;(; ir?cluding $150 paid with —2009 SIPC-4 (exclude interest) ( 7026 »54

2/09, 7709

Date Paid
C. Less prior overpayment applied (
D. Assessment balance due or (overpayment) }llfq 3 ¢ 3 é
E. Interest computed on late payment (see instruction E) for_____ | days at 20% per annum
F. Total assessment balance and interest due (or overpayment carried forward) $ , l‘qqg rsé
G. PAID WITH THIS FORM: :
Total (must b6 same so F sbaves s 149336

H. Overpayment carried forward $( )

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number);

The SIPC member thmiﬂ:ing this-form-and-the

person by whom it is executed represent thereby N QD AL 7_' -—“ZI:N o
that all information contained herein is true, correct L
and complete. ¢ poratio, Partnership or other organization)
' \‘/ (Aulhorized. Signature)
Dated the | _ day of _[ZbUMY . 20]p . &&W{‘TV@» Dbﬁﬁﬁhﬂ .
I 7/ ) (Titla)

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

&5 Dates:

E Postmarked Received Reviewed

io Calculations Documentation ____ _ Forward Copy
oc

e> Exceptions:

o-

o

Disposition of exceptions:



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the fiscal period
beginning April 1, 2009
and ending_ Q€& 3! 20
Eliminate cents

Item No. $ QI 7/ QS]' OO

2a. Total revenue (FOCUS Line 12/Part [IA Line 9, Code 4030)

2b. Additions:
(1) Total revenues from the securities business of subsidiaries (except foreign subsidiaries) and

predecessors not included above.

(2) Net loss from principal transactions in securities in trading accounts,

(3) Net loss from principal transactions in commodities in trading accounts.

(4) Interest and dividend expense deducted in determining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securities.

(6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net

profit from management of or participation in underwriting or distribution of securities.

{7) Net loss from securities in investment accounts.

Total additions

2c. Deductions:

(1) Revenues from the distribution of shares of a registered open end investment company or unit
investment trust, from the sale of variable annuities, from the business of insurance, from investment
advisory services rendered to registered investment companies or insurance company separate
accounts, and from transactions in security futures products.

(2) Revenues from commodity transactions.

(3) Commissions, floor brokerage and clearance paid to other SIPC members in connection with A -
securities transactions. 30, H00

(4) Reimbursements for postage in connection with proxy selicitation.

(5) Net gain from securities in investment accounts.

(6) 100% of commissions and markups earned from transactions in (i) certificates of deposit and
(ii} Treasury bills, bankers acceptances or commercial paper that mature nine months or less
from issuance date.

(7) Direct expenses of printing advertising and legal fees incurred in connection with other revenue

related to the securities business (revenue defined by Section 16({9)(L) of the Act).

(8) Other revenue not related either directly or indirectly to the securities business.
(See Instruction C):

(9) (i) Total interest and dividend expense (FOCUS Line 22/PART lIA Line 13,
Code 4075 plus line 2b(4) above) but not in excess
of total interest and dividend income. $

(ii) 40% of interest earned on customers securities accounts
(40% of FOCUS line 5, Code 3960). $

Enter the greater of line (i) or (ii)

Total deductions

2d. SIPC Net Operating Revenues $ ? 97. 957'0@
2e. General Assessment @ .0025 $ 9‘! 1;“ C), qo

(to page 1 but r’mt fess than
2 $150 minimum)



PENTALPHA CAPITAL. LLC

FINANCIAL STATEMENTS

AND SUPPLEMENTAL MATERIAL

PER SEC RULE X-17A-5
DECEMBER 31, 2009

(WITH INDEPENDENT AUDITORS’ REPORT)

Lipsky, GoonkiN & Go., P.C.
GCERTIFIED PUBLIC ACCOUNTANTS
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