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OATH OR AFFIRMATION

I, Sanjay Tolia, swear (or affirm) that, to the best of ray knowledge and belief the accompanying financial
statement and supporting schedules pertaining to the firm of Bengal Capital, LLC, as of December 31, 2009, are
true and correct. 1 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.

7, [

Signature

Member
Title

/J ~ JOV V.V VYV V.V
}4 M e W‘/ NANCY J SIMENSON

e duglly Pty 30

MY SOMMISSION EXPIRES.
Y MARCH 26, 2013

This report ** contains (check all applicable boxes):

O
O
O
O
O
O
O
O
O
;
O

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

(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.

(j) A Reconciliation, 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 con-
solidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exis: or found to have existed since the date of the previous audit.

(o) Independent Auditor’s Report on Internal Control

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



| McGladrey &Pullen

Certified Public Accountants

Independent Accountant’s Report on Applying Agreed-Upon Procedures

February 27, 2010

To the Member
Bengal Capital, LLC
Chicago, lilinois

In accordance with Rule 17a-5(¢)(4) under the Securities Exchange Act of 1934, we have performed the procedures
enumerated below with respect to the accompanying Schedule of Assessment and Payments to the Securities
Investor Protection Corporation (SIPC) for the period from April 1, 2009 to December 31, 2009, which were agreed to
by Bengal Capital, LLC (the Company), the Securities and Exchange Commission, the Chicago Stock Exchange, and
SIPC, solely to assist you and these other specified parties in evaluating the Company's compliance with the
applicable instructions of the Transitional Assessment Reconciliation (Form SIPC-7T). The Company's management
is responsible for the Company’s compliance with those requirements. This agreed-upon procedures engagement
was conducted in accordance with attestation standards established by the American Institute of Certified Public
Accountants. The sufficiency of these procedures is solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose. The procedures we performed and our
findings are as follows:

1. Compared the fisted assessment payments in Form SIPC-7T with respective cash disbursement record entries,
noting no differences;

2. Compared the total revenue amounts of the audited financial statements for the year ended December 31, 2009
less revenues reported on the FOCUS reports for the period from January 1, 2009 to March 31, 2009, as
applicable, with the amounts reported in Form SIPC-7T for the period from April 1, 2009 to December 31, 2009,
noting the following:

Total revenue per the audited financial statements for the year
ended December 31, 2009 $ 27,061,845

Less: Revenues reported on the FOCUS report for the period

from January 1, 2009 to March 31, 2009 2,929,624
i 24,132,221
Difference 42494

Total revenue per Form SIPC-7T for the perid from April 1, 2009
to December 31, 2009 $ 24,089,727

McGladrey & Pullen, LLP is a member firm of RSM Intemational -
an affiliation of separate and independent legal entities.



3. Compared any adjustments reported in Form SIPC-7T with supporting schedules and working papers, noting no
differences; and

4. Proved the mathematical accuracy of the calculations reflected in Form SIPC-7T and in the related schedules
and working papers supporting the adjustments, noting no differences; and

We were not engaged to, and did not, conduct an examination, the objective of which would be the expression of an
opinion on compliance. Accordingly, we do not express such an opinion. Had we performed additional procedures,
other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not intended to
be and should not be used by anyone other than these specified parties.

%&M%‘///M&m/ e

February 27, 2010
Chicago, Hlinois



SECURITIES INVESTOR PROTECTION CORPORATION
805 15th St. N.W. Suite 800, Washington, D.C. 200056-2215
202-371-6300
Transitional Assessment Reconciliation

SIPC-7T

{27-REV 3/08)

SIPC-7T

(27-REV 3/09)

{Read carelully the instructions in your Work ng Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS Z
1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and monih in which fiscal year ends for 8
purposes of the audit requirement of SEC Rule 17a-5: ess
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that all information contained herein Is true, correct
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J T Rateraed Sl
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DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the fiscal period
beginning April 1, 2008
and ending AR [ B1 2010
Eliminate cents
ftem Ho.
7a. Total revenus {FOCUS Line 12/Part 1A Line 9, Code 4030 5__QH, ©¥9 - 271

26. Additions:
{11 Toial revenues trom the securities business of subsidiaries {axcept forgign subsidiaries} and
predecessars not included abovs.

{2} Net loss fram principal ransactions in securities in frading accounts.

{31 Net loss oo pringipal ransactions in commodiiies in trading accounts.

{4} intgrest and dividend oxpense deducted in determining Hem 24,

{51 Nt 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 nat
profit from management of or participation in underwriting or disibution of securities.

{7} Ne 1 loss from gag urities in invesiment accounts.
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2¢. Deductichs:
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12] Revenues from commodity iransactions. 271,196
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OATH OR AFFIRMATION

I, Sanjay Tolia, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial
statement and supporting schedules pertaining to the firm of Bengal Capital, LLC, as of December 31, 2009, are
true and correct. 1 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.

7 [/

Signature

Member
Title

2\ NANCY J SIMENSON
MY COMMISSION EXPIRES

MARCH 26, 2013

This report ** contains (check ail applicable boxes):

O
O
O
O
O
O
0
O
Ol
O

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

() 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.

(j) A Reconciliation, 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 con-
solidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

(o) Independent Auditor’s Report on Internal Control

*xFor conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Manager
Bengal Capital, LLC
Chicago, lllinois

We have audited the accompanying statement of financial condition of Bengal Capital, LLC (the Company) as of
December 31, 2009 that you are filing pursuant to Rule: 17a-5 under the Securities Exchange Act of 1934. This
financial statement is the responsibility of the Company's management. Our responsibility is to express an opinion
on this financial statement 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
statement of financial condition is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in thie statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit of the statement of financial condition
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above present fairly, in all material respects, the
financial position of Bengal Capital, LLC as of December 31, 2009 in conformity with accounting principles generally

accepted in the United States of America.
/ﬁc% / Sl | L

Chicago, liinois
February 27, 2010

McGladrey & Pullen, LLP is a member firm of RSM Intemational —
an affiliation of separate and independent legal entities.



Bengal Capital, LLC

Statement of Financial Condition

December 31, 2009
Assets
Cash 176,048
Due from clearing broker 55,601,020
Securities owned, at fair value 274,975,375
Dividends receivable 71,059
Other assets 10,000
Total assets 330,833,502
Liabilities and Members' Equity
Liabilities
Securities sold, not yet purchased, at fair value 280,630,244
Accounts payable and accrued expenses 185,632
Member payable 158,449
Total liabilities 280,974,325
Members' Equity 49,859,177
Total liabilities and members’ equity 330,833,502

See Notes to Statement of Financial Condition.




Bengal Capital, LLC

Notes to Statement of Financial Condition

Note 1. Nature of Operations and Significant Accounting Policies

Bengal Capital, LLC, (the Company) engages in trading strategies involving primarily equities and equity derivative
instruments on a proprietary basis. The Company s registered as a broker/dealer with the Securities and Exchange
Commission (SEC). The Company is a limited liability company registered in the State of lllinois. The operating

agreement provides that the Company will continue until dissolved by a member.

The Company has entered into agreements with an unrelated broker-dealer to process and clear ali of the
Company’s securities and derivative transactions. Substantially all of the Company's securities and substantially all
of its capital are held by such broker-dealer to facilitate the Company's trading activities.

A summary of the Company'’s significant accounting policies are as follows:

Accounting policies: The Company follows accounting standards set by the Financial Accounting Standards Board
(the FASB). The FASB sets generally accepted accounting principles (GAAP) that the Company follows to ensure
consistent reporting of financial condition, results of operations, and cash flows. References to GAAP issued by the
FASB in these footnotes are to the FASB Accounting Standards Codification,™ sometimes referred to as the
Codification or ASC. The FASB finalized the Codification effective for periods ending on or after September 15, 2009.

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 amount of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements, as well as the
reported amounts of revenue and expenses during the reporting period. Accordingly, actual results could differ from
those estimates.

Revenue recognition: Securities owned and securities sold, not yet purchased, held in firm trading and investment
accounts are carried at fair value. Securities transactions are recorded on the trade date and, accordingly, gains and
losses are recorded on unsettled transactions.

Interest income and expense are recognized on the accrual basis. Dividend income and expense are recoghized on
the ex-dividend date.

Income taxes: No provision has been made for income taxes as the taxable income or loss of the Company is
included in the respective income tax returns of the members.

FASB provides guidance for how uncertain tax positions should be recognized, measured, disclosed and presented
in the financial statements. This requires the evaluation of tax positions taken or expected to be taken in the course
of preparing the Company's tax returns to determine whether the tax positions are “more-likely-than-not” of being
sustained “when challenged” or “when examined” by the applicable tax authority. Tax positions not deemed to meet
the more-likely-than-not threshold would be recorded as a tax benefit or expense and liability in the current year. For
the year ended December 31, 2009, management has determined that there are no material uncertain income tax
positions. The Company is not subject to examination by United States federal and state tax authorities for the tax
years before 2007.

Recent accounting pronouncements: In May 2009, the FASB issued guidance that establishes general standards
of accounting for, and disclosure of, events that occur after the balance sheet date but before financial statements
are issued or are available to be issued. This guidance was effective for annual periods ending after June 15, 2009.
The Company has adopted this standard as of December 31, 2009.



Bengal Capital, LLC

Notes to Statement of Financial Condition

Note 1. Nature of Operations and Significant Accounting Policies (Continued)

Subsequent events: The Company has evaluated subsequent events for potential recognition and/or disclosure
through the date the financial statements were available to be issued. No significant transactions were noted.

Note 2. Fair Value of Financial Instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. Financial assets and liabilities recorded at fair value are
categorized based upon the level of judgment associated with the inputs used to measure their value. The fair value
hierarchy gives the highest priority to quoted prices in active markets for identical assets or liabilities (Level 1) and
the lowest priority to unobservable inputs (Level 3). Inputs are broadly defined as assumptions market participants
would use in pricing an asset or liability. The three levels of the fair value hierarchy are described below:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity has the
ability to access at the measurement date. The type of investments included in Level 1 includes listed equities and
listed derivatives.

Level 2: Inputs other than quoted prices within Level 1 that are observable for the asset or liability, either directly or
indirectly; and fair value is determined through the use of models or other valuation methodologies. Investments
which are generally included in this category include corporate bonds and loans, less liquid and restricted equity
securities and certain over-the-counter derivatives. A significant adjustment to a Level 2 input could result in the
Level 2 measurement becoming a Level 3 measurement.

Level 3: Inputs are unobservable for the asset or liability and include situations where there is little, if any, market
activity for the asset or liability. The inputs into the determination of fair value are based upon the best information in
the circumstances and may require significant management judgment or estimation. Investments that are included in
this category generally include equity and debt positiors in private companies.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such
cases, an investment's level within the fair value hierarchy is based on the lowest level of input that is significant to
the fair value measurement. The Company’s assessment of the significance of a particular input to the fair value
measurement in its entirety requires judgment, and considers factors specific to the investment. The following
section describes the valuation techniques used by the Company to measure different financial instruments at fair
value and includes the level within the fair value hierarchy in which the financial instrument is categorized.

The fair value of equity securities traded on a national securities exchange, or reported on the NASDAQ national
market, is based on the last reported sales price on the day of valuation. The fair value of exchange-traded equity
options is based on the national best bid/offer, and the fair value of all other derivative contracts is based upon
exchange settlement prices. These financial instruments are classified as Level 1 in the fair value hierarchy.



Bengal Capital, LLC

Notes to Statement of Financial Condition

Note 2. Fair Value of Financial Instruments (Continued)

The following summarizes the Company’s assets and liabilities measured at fair value on a recurring basis at
December 31, 2009, using the fair value hierarchy:

Description Level 1 Level 2 Level 3 Total
Assets
Securities owned:
Equities $ 184,774,042 $ - $ - $ 184,774,042
Equity options 90,201,333 - - 90,201,333
$ 274975375 § -9 - $ 274975375
Liabilities
Securities sold, not yet purchased
Equities $ 210688920 $ - § - $ 210,688,920
Equity options 69,941,324 - - 69,941,324
$ 280630244 $ - $ - $ 280,630,244

At December 31, 2009, securities owned collateralize amounts payable to the clearing broker and securities sold, not
yet purchased.

Note 3. Derivative Financial Instruments

Expanded disclosure is presented, in accordance with recent FASB guidance, to provide the users of the financial
statements with an enhanced understanding of the use of derivative instruments, and how derivative and hedging
activities affect financial position, performance, and cash flows.

The Company’s derivative activities are limited to the trading of equity options. These derivative contracts are
recorded on the statement of financial condition as assets measured at fair values and the related realized gain (loss)
associated with these derivatives is recorded in the statement of operations. The Company does not utilize and does
not consider any derivative instruments as or to be hedlging instruments, as those terms are generally understood.



Bengal Capital, LLC

Notes to Statement of Financial Condition

Note 3. Derivative Financial Instruments (Continued)

At December 31, 2009 and for the year then ended, the Company’s derivative activities had the following impact on
the statement of financial condition:

Statement of Financial Condition

Type Fair Value
Securities owned :
Equity options $ 90,201,333

Securities and derivatives sold, not yet purchased
Equity options $ 69,941,324

For the year ended December 31, 2009, the total number of derivative contracts traded was approximately
24,000,000.

Note 4. Commitments, Guarantees, Indemnifications, Financial Instruments with
Off-Balance-Sheet Risk and Concentrations of Credit Risk

Derivative contracts are financial instruments whose value is based upon an underlying asset, index, or reference
rate or a combination of these factors. The Company enters into derivative transactions, including futures and
exchange-traded options. Options held provide the Company with the opportunity to deliver or take delivery of
specified financial instruments at a contracted price. Options written (sold) obligate the Company to deliver or take
delivery of specified financial instruments at a contracted price in the event the holder exercises the option. These
derivative financial instruments may have market risk and/or credit risk in excess of the amounts recorded in the
statement of financial condition.

Market risk is the potential change in an instrument's value caused by fluctuations in interest rates, equity prices,
credit spreads, volatilities, correlations, liquidity, or other risks. Exposure to market risk is influenced by a number of
factors, including the relationships between financial instruments and the volatility and liquidity in the markets in
which the financial instruments are traded. In many cases, the use of derivative financial instruments serves to
modify or offset market risk associated with other transactions and, accordingly, serves to decrease the Company's
overall exposure to market risk. The Company utilizes various analytical monitoring technigues to control its exposure
to market risk.

Credit risk arises from the possible inability of counteroarties to meet the terms of their contracts. For exchange-
traded financial instruments, clearing corporations act as the counterparties of specific transactions and, therefore,
bear the risk of delivery to and from counterparties of specific positions.

In the normal course of the business, the Company enters into contracts that contain a variety of representations and
warranties that provide indemnifications under certain circumstances. The Company’s maximum exposure under
these arrangements is unknown and the risk of loss is remote, as it would require future claims that may be made
against the Company that have not occurred.  Such contracts include written option contracts that are not settled in
cash. These written option contracts obligate the Cornpany to deliver or take delivery of specified financial
instruments at a contracted price in the event the holcler exercises the option.



Bengal Capital, LLC

Notes to Statement of Financial Condition

Note 4. Commitments, Guarantees, Indemnifications, Financial Instruments with
Off-Balance-Sheet Risk and Concentrations of Credit Risk (Continued)

As of December 31, 2009, the maximum payouts for these contracts are limited to the notional amounts of each
contract. Maximum payouts do not represent the expected future cash requirements as the Company's written
options positions are typically liquidated or expire and are not exercised by the holder of the option. In addition,
maximum payout amounts, in the case of the exercise of written call options, may be offset by the subsequent sale of
the underlying financial instrument if owned by the Company. The fair values of all written option contracts as of
December 31, 2009, are included in securities and derivative contracts sold, not yet purchased on the statement of
financial condition.

Since the Company does not currently clear its own securities transactions, it has established accounts with a broker-
dealer for this purpose. This concentration of credit risk is mitigated by the obligation of the broker-dealer to comply
with rules and regulations which require the maintenance of net capital, as defined, and segregation of customers’
funds and securities from the holdings of the firm. The Company is required to maintain a balance of $100,000 with
its clearing broker-dealer in conjunction with a joint back office (JBO) agreement. The Company was in compliance
with the requirement at December 31, 2009.

At December 31, 2008, a credit concentration with its clearing broker consisted of approximately $49 million
representing the market value of the Company's trading account. The Company monitors the credit worthiness of the
clearing broker to mitigate the Company's exposure to credit risk.

The Company maintains deposits with a financial institution and at times cash held in these bank accounts may
exceed the Federal Deposit Insurance Corporation insu-ed limit. However, the Company does not believe it is
exposed to any significant credit risk.

Note 5. Members’ Equity

Profits and losses are allocated to members in accordance with the operating agreement.

Members who redeem their interest in the Company are subject to a 10 percent holdback on their equity balance
subject to an annual audit. Upon completion of the annual audit, member's holdback’s are reconciled and paid to the
respective member. As of December 31, 2009, the Comipany maintained holdback’s of approximately $158,000.

Note 6. Lease

The Company leases office space under a month-to-month operating lease arrangement.

Note 7. Net Capital Requirements

The Company is subject to the SEC's Uniform Net Capi:al Rule (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 1510 1. Rule 15¢3-1 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, 2009, the Company had net capital of
approximately $10,600,000 which exceeded requirements by approximately $10,500,000 and the ratio of aggregate
indebtedness to net capital was less than 1 to 1.



