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OATH OR AFFIRMATION

Steven Thornton swear or affirm that to the best of
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are true and correct further swear or affirm that
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Reconciliation between the audited and Unaudited Statements of Financial Condition with respect to methods of
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Financial Operations
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GEFFEN MESHER
COMPANY P.C

CERTIFIED PUBLIC ACCOUNTANTS BUSINESS CONSULTANTS

INDEPENDENT AUDITORS REPORT

Board of Directors

Black Rose Equity Management LLC

Portland Oregon

We have audited the accompanying statement of financial condition of Black Rose Equity Management LLC as of

December 31 2009 and the related statements of operations changes in members equity and cash flows for the year

then ended These financial statements are the responsibility of the Companys 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 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 fmancial statement presentation We believe

that our audit provides reasonable basis for our opinion

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

Black Rose Equity Management 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

The accompanying financial statements have been prepared assuming that the Company will continue as going concern

As discussed in Note to the financial statements the Companys operating losses raise substantial doubt about its ability

to continue as going concern The financial statements do not include any adjustments that might result from the

outcome of this uncertainty

Our audit was performed for the purpose of forming an opinion on the basic financial statements taken as whole The

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

statements but is supplementary information requiredby Rule 7a5 of the Securities and Exchange Commission This

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 when considered in relation to the basic financial statements taken as

whole

February 26 2010

888 SW 5th Avenue Suite 800 Portland Oregon 97204 Tel 503.221.0141 Fax 503.227.7924 800.819.0141 \vw.gmco.com

An independent member of DFK International



LACK ROSE EQUITY MANAGEMENT LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2009

ASSETS

Cash

Commissions receivable

Deposit with clearing broker

Equipment net of accumulated depreciation of $682

Other assets

9842

2720

25000

10243

3993

51798

LIABILITIES AND MEMBERS EQUITY

Accrued expenses
27639

Payable to clearing broker
604

28243

Commitment and contingency

Members equity
23555

51798

See notes to financial statements



LACK ROSE EQUITY MANAGEMENT LLC
STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31 2009

Revenues

Securities commissions 25247

Expenses

Payroll and related expenses
150125

Automobile 6542

Conmiissions 10448

Depreciation
809

Insurance 1038

Miscellaneous
273

Postage
3650

Professional fees 18846

Promotion
647

Regulatory fees 15930

Rent 36256

Repairs and maintenance 4353

Supplies and printing
5408

Taxes and licenses
235

Telephone 14013

Quotation expense 10700

279273

Net loss 254026

See notes to financial statements



LACK ROSE EQUITY MANAGEMENT LLC
STATEMENT OF CHANGES IN MEMBERS EQUITY

YEAR ENDED DECEMBER 31 2009

Members

equity

Balances at January 2009 92281

Net loss 254026

Member contributions 185300

Balances at December 31 2009 23555

See notes to financial statements



LACK ROSE EQUITY MANAGEMENT LLC
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2009

Cash flows from operating activities

Net loss

Adjustments to reconcile net loss to net cash

used in operating activities

Depreciation

Net changes in operating assets and liabilities

Comniissions receivable

Other assets

Accrued expenses

Payable to clearing broker

254026

809

2720

1007

16389

604

Net cash used in operating activities 237937

Cash flows used in investing activities

Equipment additions 11052

Cash flows from financing activities

Member contributions 185300

Net change in cash 63689

Cash at beginning of year 73531

Cash at end of year 9842

See notes to financial statements



LACK ROSE EQUITY MANAGEMENT LLC
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31 2009

Line of business and summary of significant accounting policies

Line of business

Black Rose Equity Management LLC the Company is broker-dealer registered with the Securities and Exchange

Commission SEC and the Financial Industry Regulatory Agency FTNRA and operates as fully disclosed

securities broker dealer with customers throughout the United States Operations consist primarily of executing the

purchases and sales of securities for the accounts of customers and performing securities related consulting activities

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 based on assumptions about current and sometimes future economic

and market conditions which affect reported amounts and related disclosures in the financial statements Although the

Companys current estimates contemplate current conditions and how management expects them to change in the future

as appropriate it is reasonably possible that future conditions could be different than anticipated in those estimates

Securities commissions

Security transactions and related commission revenue and expense are recorded on settlement date basis generally the

third business day following the transaction Differences between trade date and settlement date if any are not

significant

Commissions receivable

The Companys receivables consist of commissions due on closed sales from its clearing broker which are due monthly

The Company has not incurred any material credit related losses on commissions receivable and based on historical

experience management has determined no allowance for uncollectible accounts is considered necessary

Equipment

Equipment is stated at cost Depreciation is being provided on straight-line method over the estimated useful lives of

the related assets

Income taxes

The Company is single member LLC and as such it does not file separate tax return rather its income and expenses

are included in the tax returns of its member No provision has been made for federal and state income taxes since such

taxes are the liability of the member

The Financial Accounting Standards Board FASB updated guidance related to the accounting for uncertainty in

income taxes The guidance clarifies the accounting for income taxes by prescribing minimumrecognition threshold

that tax position is required to meet before being recognized This update also provides guidance for derecognition

measurement classification interest and penalties disclosure and transition The guidance is effective for fiscal years

beginning after December 15 2008 The Company adopted the guidance as of January 2009 and it did not have

material effect on the Companys financial position or results of operations



LACK ROSE EQUITY MANAGEMENT LLC
NOTES TO FINANCIAL STATEMENTS CONTINUED

YEAR ENDED DECEMBER 31 2009

Line of business and summary of significant accounting policies continued

Subsequent events

The Company evaluated subsequent events through February 26 2010 which is the date the financial statements were

available to be issued Events if any are disclosed within the notes to these financial statements

Going concern

The Company has incurred net operating losses and negative cash flows from operating activities and required the

infusion of capital to meet net capital requirements These conditions raise substantial doubt about the Companys ability

to continue as going concern As shown in the accompanying financial statements the Company incurred an operating

loss of $254026 and net cash used in operations of $237937 during 2009 In order to continue operations and meet

future net capital requirements the Company will require the infusion of capital until operations become profitable

Management is currently evaluating and developing plan The accompanying financial statements do not include any

adjustments that might be necessary if the Company is unable to continue as going concern

Net capital

The Company is subject to the SEC Uniform Net Capital Rule 5c3 -1 which requires maintenance of minimumnet

capital and requires that the ratio of aggregate indebtedness to net capital both defined shall not exceed to At

December 31 2009 the Companyhad net capital and required minimumnet capital of $9319 and $5000 respectively

and ratio of aggregate indebtedness to net capital of 3.03 to Net capital and required net capital may fluctuate on

daily basis

Lease commitment

The Company leases office space under month-to-month agreement which expires December 2010 Rent expense

under this lease was $36256 for the year ended December 31 2009 Tn accordance with the agreement the monthly rent

commencing January 2010 is $3021

Contingency

During 2009 an arbitration claim was filed against the Company related to the termination of an employee in December

of 2008 The Company believes that claims asserted against them are without merit However the ultimate outcome of

this matter is uncertain No provision for potential loss arising from the outcome of this matter has been recorded in the

financial statements



LACK ROSE EQUITY MANAGEMENT LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

YEAR ENDED DECEMBER 31 2009

Net capital

Total members equity
23555

Less nonallowable assets

Equipment net
10243

Other assets
3993

14236

Net capital
9319

Aggregate indebtedness

Accrued expenses and payable to clearing broker 28243

Computation of basic net capital requirements

Minimum net capital required 5000

Excess net capital
4319

Excess net capital at 1000% 3319

Ratio of aggregate indebtedness to net capital
3.03 to

Reconciliation with Companys computation

Net capital as reported in the Companys Part 11A unaudited 34958

Audit adjustment for increase in accrued expenses 25639

Net capital per above 9319



LACK ROSE EQUITY MANAGEMENT LLC
EXEMPTION FROM RESERVE REQUIREMENTS UNDER RULE 15c3-3

YEAR ENDED DECEMBER 31 2009

Exemptive provisions

The Company is exempt from Rule 5c3-3 in that the Company does not receive or hold any customer securities or cash



GEFFEN MESHER
COMPANY P.C

CERTIFIED PUBLIC ACCOUNTANTS BUSINESS CONSULTANTS

INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17A-5

Board of Directors

Black Rose Equity Management LLC

Portland Oregon

In planning and performing our audit of the financial statements of Black Rose Equity Management LLC for the year

ended December 31 2009 we considered its internal control structure over financial reporting as 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 Companys internal control Accordingly we do not express an opinion

on the effectiveness of the Companys internal control

Also as required by Rule 7a-5gl of the Securities and Exchange CommissionSEC we have made 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 7a-5 in making the periodic computations of aggregate indebtedness and net

capital under Rule 7a-3 al and for determining compliance with the exemptive provisions of Rule 5c3-3 Because

the company does not carry security accounts for customers or perform custodial functions relating to customer securities

we did not review the practices and procedures followed by the Company in making the quarterly securities

examinations counts verifications and comparisons ii recordation of differences required by Rule 7a- 13 or iii

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 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 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 Companyhas 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

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

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 risks that they

might become inadequate because of changes in conditions or that the effectiveness of their design and operation may

deteriorate

888 S.W 5th Avenue Suite 800 Portland Oregon 97204 Tel 503.221.0141 Fax 503.227.7924 800.819.0141 www.gmco.com
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Board of Directors

Black Rose Equity Management LLC

control deficiency 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 significant

deficiency is deficiency or combination of deficiencies in internal control 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 timelybasis

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 However we identified the

following deficiency in internal control that we consider to be material weaknesses as defmed above The condition was

considered in determining the nature timing and extent of the procedures to be performed in our audit of the financial

statements of the Companyfor the year ended December 31 2009 and this report does not affect the report thereon dated

February 26 2009

Management is responsible for establishing and maintaining internal controls and for the fair presentation of the

financial statements and note disclosures in the financial statements in conformity with accounting principles

generally accepted in the United States of America GAAP The Companydoes not have system of internal

controls that would enable management to conclude the monthly financials and year-end financial statements and

related disclosures are complete and presented in accordance with GAAP As such management requested us to

prepare draft of the financial statements including the related footnote disclosures The outsourcing of these

services is not unusual in organizations of similar size and is result of managements cost benefit decision to

rely on our accounting expertise rather than incurring this internal resource cost

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of this

report are considered by the Commission 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 with the exception of material weakness noted above at

December 31 2009 to meet the SECs objectives

This report recognizes that it is not practicable in an organization the size of Black Rose Equity Management LLC to

achieve all the divisions of duties and cross-checks generally included in system of internal accounting control and

that alternatively greater reliance must be placed on surveillance by management

This report
is intended solely for the use of management the Securities and Exchange Commission and other regulatory

agencies that rely on Rule 7a-5g under the Securities Exchange Act of 1934 in their regulation or registered brokers

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

February 26 2010
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