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A. REGISTRANT IDENTIFICATION

OFFICIAL USE ONLY

NAME OF BROKER-DEALER: Demeter Advisory Group, LLC
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) N
) FIRM 1L.D. NO.
100 Spear Street, Suite 1115
(No*and Street)
San Francisco : CA 94105
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Jeff Menashe 415-632-4400
(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose option is contained in this Report*

Ernst Wintter & Associates, Certified Public Accountants
(Name - if individual, state last, first, middle name)

675 Ygnacio Valley Road, Suite B-213, Walnut Creek, California 94596
(Address) (City) (Sate) (Zip Code)
CHECK ONE:

I Certified Public Accountant
0 Public Accountant
O  Accountant not resident in United State or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public
accountant must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section
240.17a-5(e)(2). :
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OATH OR AFFIRMATION

1, Jeff Menashe, swear—or affirm) that, to the best of my knowledge and belief the accompanying financial statement and
supporting schedules pertaining to the firm of Demeter Advisory Group, LLC, as of 12/31/2009, are true and correct. |
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, except as follows:

d Z-/\/\v/\«/‘“““
SEEED VIZ

Chief Executive Officer
Title

. l Commission # 1742122 t

i Notary Public - Califomnia i

Notary Public san fioncisco County =
; My Comm. BrpbesMay 24,201 1 ‘

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

™ (a) Facing page

™M (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.

O (H) Start)ement 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
Requirement Under Exhibit A of Rule 15¢3-3.

[l (k) A Reconciliation between the audited and unaudited Statements of Financial
Condition with respect to methods of consolidation.

™ () An Oath or Affirmation.

™ (m) A copy of the SIPC Supplemental Report.

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

%} (0) Independent Auditor’s Report on Internal Accounting Control.

**Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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ERNST WINTTER & ASSOCIATES Certified Public Accountants

" 675 Ygnacio Valley Road, Suite B-213 (925) 933-20620
Walnut Creek, CA 94596 Fax (925) 944-6333

Independent Auditors' Report

To the Member
Demeter Advisory Group, LLC
San Francisco, CA

We have audited the accompanying statement of financial condition of Demeter Advisory Group, LLC
(the Company) as of December 31, 2009 and the related statements of income and cash flows, for the
fourteen months 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 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 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 in our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Demeter Advisory Group, LLC at December 31, 2009, and the results of their
operations and their cash flows for the fourteen months 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 I & II 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.

P

February 22, 2010



Demeter Advisory Group, LLC

Statement of Financial Condition

December 31, 2009

Assets

Cash 56,460
Accounts receivable 6,500
Due from affiliate 532,744
Prepaid expenses 288
Total Assets 595,992
Liabilities and Member's Equity

Accounts payable 2,957
Member's Equity 593,035
Total Liabilities and Member's Equity 595,992

See independent auditors' report and accompanying notes.
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Demeter Advisory Group, LLC
Statement of Income

For the Fourteen Months Ended December 31, 2009

Revenue
Investment advisory fees $ 1,197,744
Interest and dividend income 1,531
Total Revenue 1,199,275
Expenses
Professional fees 31,708
Management fees 800,000
Other operating expenses 9,801
Total Expenses 841,509
Net Income $ 357,766

See independent auditors' report and accompanying notes.
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Demeter Advisory Group, LLC
Statement of Changes in Member's Equity

For the Fourteen Months Ended December 31, 2009

October 31, 2008 $ 10,269
Contributions of capital 225,000
Net Income (Loss) 357,766

$ 593,035

December 31, 2009

See independent auditors' report and accompanying notes.
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Demeter Advisory Group, LLC
Statement of Cash Flows

For the Fourteen Months Ended December 31, 2009

Cash Flows from Operating Activities:
Net income (loss) for the period $ 357,765

Adjustments to reconcile net income (loss) to net cash
provided (used) by operating activities:

(Increase) decrease in:

Due from affiliate (532,744)
Accounts receivable (6,500)
Prepaid expenses 645
Increase (decrease) in:

Accounts payable (8,950)
Net Cash Provided by Operating Activities (189,784)
Cash Flows from Financing Activities:

Contributions of capital 225,000
Net Cash Used by Financing Activities 225,000
Increase (Decrease) in Cash and Cash Equivalents 35,216
Cash and Cash Equivalents at Beginning of Period 21,244
Cash and Cash Equivalents at End of Period $ 56,460

See independent auditors' report and accompanying notes.
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Demeter Advisory Group, LLC
Notes to the Financial Statements

December 31, 2009

1. Organization

Demeter Advisory Group, LLC (the "Company") was organized as a California limited liability
company in March, 2008. The Company is owned by by its sole member, Jeff Menashe, and
operates in San Francisco, California. The Company is a securities broker dealer registered with the
Securities and Exchange Commission and engages in mergers and acquisitions and private
placement advisory services on a fee basis.

2. Significant Accounting Policies
Investment Banking Fees

Investment banking revenues are earned from providing merger and acquisitions and private
placement advisory services. Revenue is recognized when earned either by fee contract or the
success of a predetermined specified event and the income is reasonably determinable.

Cash and cash equivalents

The Company considers all demand deposits held in banks and certain highly liquid investments
with original maturities of three months or less, other than those held for sale in the ordinary course
of business, to be cash equivalents.

Accounts Receivable

Accounts receivable represent amounts earned per agreement that have not been collected.
Management reviews accounts receivable and sets up an allowance for doubtful accounts when
collection of a receivable becomes unlikely. The Company considers accounts receivable to be fully
collectible, and accordingly, no allowance for doubtful accounts has been provided.

Use of Estimates

The preparation of financial statements in accordance 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 and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates and may have an impact on future periods.

Fair Value of Financial Instruments

Unless otherwise indicated, the fair values of all reported assets and liabilities that represent
financial instruments (none of which are held for trading purposes) approximate the carrying values
of such amounts.



Demeter Advisory Group, LLC
Notes to the Financial Statements

December 31, 2009

2. Significant Accounting Policies (continued)
Income Taxes

The Company, a limited liability company, is taxed as a division of its sole member under the
Internal Revenue Code and a similar state statute. In lieu of income taxes, the Company passes
100% of its taxable income and expenses to its sole member. Therefore, no provision or liability for
federal or state income taxes is included in these financial statements. The Company is however,
subject to the annual California LLC tax of $800 and a California LLC fee based on gross revenue.

3. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission's uniform net capital rule (Rule
15¢3-1) which requires the Company to maintain a minimum net capital equal to or greater than
$5,000 and a ratio of aggregate indebtedness to net capital not exceeding 15 to 1, both as defined.
At December 31, 2009, the Company's net capital was $53,503 which exceeded the requirement by
$48,503.

4. Related Party Transaction

The Company has an expense sharing agreement with Demeter Financial Group, LLC (DFG), a
company under common ownership. DFG provides office space and pays most overhead expenses
for the Company. The Company's results of operations and financial position could differ
significantly from those that would have been obtained if the entities were autonomous.

In 2009, the Company paid $800,000 in management fees to Demeter Group Holdings LLC (DGH),
a company under common control.

In December 2009, the Company earned a success fee of $532,744 from one of its clients. The
funds were deposited in DGH's bank account and therefore, the fee is included in due from affiliate.

5. Subsequent Events

The Company has evaluated subsequent events through February 22, 2010, the date which the
financial statements were available to be issued.
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Demeter Advisory Group, LLC
Schedule I

Computation of Net Capital Under Rule 15¢3-1

of the Securities and Exchange Commission

As of December 31, 2009
Net Capital
Total member's equity $ 593,035
Less: Non-allowable assets
Due from affiliate 532,744
Accounts receivable 6,500
Prepaid expenses 288
Total non-allowable assets 539,532
Net Capital v $ 53,503
Net minimum capital requirement of 6 2/3% of aggregate indebtedness of
$2,957 or $5,000 whichever is greater 5,000
Excess Net Capital $ 48,503

Reconciliation with Company's Net Capital Computation

(included in Part II of Form X-17A-5 as of December 31, 2009

Net capital, as reported in Company's Part II of Form X-17A-5

as of December 31, 2009 $ 53,503
Increase in member's equity 532,744
(Increase) in non-allowable assets (532,744)

Net Capital per above Computation $ 53,503




Demeter Advisory Group, LLC

Schedule 11

Computation of Determination of Reserve Requirements Under

Rule 15¢3-3 of the Securities and Exchange Commission

For the Year Ended December 31, 2009

An exception from Rule 15¢3-3 is claimed, based upon section (k)(2)(i). All customer transactions are
cleared through Pershing, LLC or otherwise processed in accordance with Rule 15¢3-1(a)(2).

Information Relating to Possession or Control Requirements Under

Rule 15¢3-3 of the Securities and Exchange Commission

For the Year Ended December 31, 2009

An exception from Rule 15¢3-3 is claimed, based upon section (k)(2)(1).
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ERNST WINTTER & ASSOCIATES Certified Public Accountants

675 Ygnacio Valley Road, Suite B-213 (925) 933-2626
Walnut Creek, CA 94596 Fax (925) 944-6333

Independent Auditors' Report on Internal Accounting Control Required by SEC Rule 17a-§

To the Member
Demeter Advisory Group, LLC
San Francisco, CA

In planning and performing our audit of the financial statements and supplemental schedules of Demeter
Advisory Group, LLC (the Company), as of and for the fourteen months ended December 31, 2009, in
accordance with auditing standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting (internal control) as a 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 Company’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Company’s internal control.

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 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 17a-5(g) in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15c3-3. 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 and recordation of
differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for 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 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’s 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
management's authorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and 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.

11



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 deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the company's financial statements will not be
prevented or detected and corrected on a 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. However, we identified the following deficiency in internal control that we consider to be a
material weakness, as defined above. This condition was considered in determining the nature, timing,
and extent of the procedures performed in our audit of the financial statements of the Company for the
year ended December 31, 2009, and this report does not affect our report thereon dated February 22,
2010.

The size of the business and the resultant limited number of employees imposes practical
limitations on the effectiveness of those internal control policies and procedures that depend
on the segregation of duties. Because this condition is inherent in the size of the Company, the
specific weaknesses are not described herein and no corrective action has been taken or
proposed by the Company.

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 a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2009, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the FINRA, and other regulatory agencies which rely on Rule 17a-5(g) under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

Sy AT

February 22, 2010
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ERNST WINTTER & ASSOCIATES Certified Public Accountants

675 Ygnacio Valley Road, Suite B-213 (925) 933-2626
Walnut Creek, CA 94596 Fax (925) 944-6333

SIPC Supplemental Report

To the Member
Demeter Advisory Group, LL.C
San Francisco, CA

In accordance with Rule 17a-5(e)(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
[Transitional Assessment Reconciliation (Form SIPC-7T)] to the Securities Investor Protection
Corporation (SIPC) for the year ended December 31, 2009, which were agreed to by Demeter Advisory
Group, LLC and the Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc.,
and SIPC, solely to assist you and the other specified parties in evaluating the Demeter Advisory Group,
LLC'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 listed assessment payments in Form SIPC-7T with respective cash disbursement records
entries posted to the Company's general ledger, noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31, 2009,
as applicable, with the amounts reported in Form SIPC-7T for the period ended December 31, 2009
noting no differences;

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

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

5. Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7T
on which it was originally computed noting no differences [if applicable].

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.
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SECURITIES INVESTOR PROTECTION CORPORATION
805 15th St. N.W. Suite 800. Washingtan, D.C. 20005-2215 SIPC-7T
202-371-8300 o
Transitional Assessment Reconciliation (29-REV 12/09)
(Read parelully the mshrechions in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

SIPC-7T

{29-REV 12/09)

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

‘ Nota: Hf any of the information shown on the mailing label
requires correction, please e-mail any corrgctlions to
067019 FINRA DEC form@sipc.org and so indicate on the form filed.
DEMETER ADVISORY GROUP LLC  17*17
100 SPEAR ST STE 1115
SAN FRANCISCO CA 54105-1528 Name and telephone number of person to contact

tespecting this form.

L |

2. A. General Assessment [item 28 from page 2 (nof less than $150 minimum)] $ gq 34-
B. Less payment made with SIPC-6 filed including $150 paid with 2009 SIPC-4 (exclude interest) { 343 )
1408 ard. 7/37/09
7T Date Paid Y
C. Less prior overpayment applied { ‘__9" )
D. Assessment balance dug or {overpayment) 20.4/.
E. Interest computed on lale payment (see instruction E) for_ days at 20% per annum 8“
F. Total assessment balance and interest due {or overpayment carried forward) $.£0‘i /.
G. PAID WITH THIS FORM:
Check enciosed, payable 1o SIPC
Total (must be same as F above) $ 204{,
M. Overpayment carried forward st B )

3, Subsidiaries (S) and predecessors (P} included in this torm (give nams and 1934 Acl registration number):

The SIPC member submitting this form and the
person by whom it is execuled rapresent thereby
that all information contained herein 1$ true, coreect
and complete,

5wl W Fr B,
Dated the day of .20 . (’&[gE E‘Y_E QEE]ﬁER

iYified
This form and the assessment payment is due 60 days atter the end of the fiscal year, Retain the Working Copy of this torm
for a period of not fess than 6 years, the lalest 2 years In an easlly accessible place.

&& Dates: -

E Postmarked Received Reviewed

z Calculalions Documentation Forward Copy
o

«>» Exceptions:

2

]

Disposition of exceptions.



DETERMINATION OF "SIPC NET OPERATING REVENUES™

AND GENERAL ASSESSMENT

jtem Ro. _
2a. Total ravenie (FOCUS Line 12:Part 1A Line & Uode 4630

2b. Avditions:
11} Total revenues from the sepurities businass of subs:Giaries fexcepl freigs subsdianes) and
pragecessors not included above.
12) Nut loax from principail transaclions in securities in irading dccounts.
*{3} Net loss from principal tansactions in commoditiag in aving accounts
{4} Interest and dividend expense deducied i determining ftem 2z,

{5) Nt toss from managemeni of or participation 1r 1he underwriting of gisteibution of ssturities.

B} Expenses other than advertising, printing, repislration fees and legal fees deducted in delerminng nel

profit trom managemant of or participaton in undsrwriting or distribution of securities.
{7) Nai logs irom securities in invesiment accounts,
Total aaditions

2¢. Dadections:

{1} Revenues from the distribut:on of shares pf a registerad open end investment company of unit
investmen! trust, from the sale of variabie annuities, trom the business of insurance. trom investimen!
advisoty sarvices rendered fo registered investmen! companies of insutance cOMpany separats
gecounts, and {rom transactions in sequrity fuluras products.

{21 Reveaues from commodily transastions.

{31 Commissions, floor brokerags and clegiance paid 1o other SIPC members in conneciion with
gecuritios transactions

(4 Reimbursements for postage in conngciion with proxy spliciation,

15} Net gain from securities it invesiment accounts.

{8; 1D0% of commissions and markups sarned fram lransactions in {ij certilicates of deposit and
{ii} Tressuiy bills, banksrs acceplances or commercial paper thal mature ning months ar ess
1rdm issuante date.

{7} Dirsct expenses of printing adverlising and lagal tess incutred is connsction with other revenue
related to the securilies busingss (revenue dehned by Saction 18{91(1) of the Aty

{8) Other revenue not related either direcily or indyweslty to Whe securities business.
{8ep Instryction Cy:

%1 (11. Totalinteres? and dividend sxpense (FOCUS Line 22:PART 1A Line 13,

Code 4075 plus iine 2D(4} above) but not in xcass

of total interest and dividend incoms. $ 9"
{it} 40% of interea! earned on Guslomers securilies 20Counls

{40% of FOCUS line 5, Cods 3960 $ '9’

Enter the greater o hine i) or i
Total deductions
2. SIPG Nel Operaling Revenues

2e. Genaral AsSessmant @ 0025

Amounts toc the fiscal period

neginsin rit L, 2009
ang enqum; &I QOQ?
Elimifate cents

s ({73760~

§
$

9' .
2924

{ta page 1 bul not tess than
$150 minimufn)
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