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OUIS ISSOUfl

To the Board of Directors

Pinnacle Equity Management Inc

St Louis Missouri

We have audited the accompanying financial statements of Pinnacle Equity Management Inc which

comprises the balance sheet as of December 312012 and the related statements of income changes in

stockholders equity and cash flows for the year then ended that are filed pursuant to Rule 17a-5 under the

Securities Exchange Act of 1934

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America this includes the

design implementation and maintenance of internal control relevant to the preparation and fair presentation

of financial statements that are free from material misstatement whether due to fraud or error

Aditors Responsibility

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 from material misstatement

An audit involves perfonning procedures to obtain audit evidence about the amounts and disclosures in the

financial statements The procedures selected depend on the audiors judgr4ent including the assessment of

the risks of material misstatement of the financial statements whether due fraud or error In making those

risk assessments the auditor considers internal control relevant to the entitys preparation and fair

presentation of the financial statements in order to design audit procedures that are appropriate in the

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

control Accordingly we express no such opinion An audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of significant accounting eStimates made by management as

well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our

audit opinion

INDEPENDENT AUDITORS REPORT



Opinion

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

position of Pinnacle Equity Management Inc as of December 31 2012 and the results of its operations and

its cash flows for the year then ended in accordance with accounting principles generally accepted in the

United States of America

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

whole The accompanying supplementary information is presented for purposes of additional analysis and is

not required part of the basic financial statements but is supplementary information required by Rule 17a-5

under the Securities Exchange Act of 1934 Such infonnation 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 whole

Brian Toennies Associates

February 25 2013



PINNACLE EQUITY MANAGEMENT INC

BALANCE SHEET

December 31 2012

ASSETS

CURRENT ASSETS

Cash and Cash Equivalents $51595

Commissions Receivable 70792

Securities Available for Sale 8055

Total Current Assets 130442

PROPERTY AND EQUIPMENTS

Equipment 29989

Less Accumulated Amortization 29706
Net Property Plant and Equipment 283

OTHER ASSETS

Computer Software Costs 8042

Less Accumulated Amortization 8042
Cash Surrender Value of Insurance

Total Other Assets

TOTAL ASSETS $130725

LIABILITIES AND STOCKHOLDERS EQUITY

CURRENT LIABILITIES

Accounts Payable $7026

Credit Card Payable 65

Accrued Income Taxes

Payroll Taxes Payable 2932

Total Current Liabilities 10023

DEFERRED INCOME TAXES

Total Liabilities 10023

STOCKHOLDERS EQUITY
Capital Stock

Authorized 30000 Shares Par Value $1 Per Share

Issued and Outstanding 5000 Shares 5000

Retained Earnings 105088

Accumulated Other Comprehensive Income 10614

Total Stockholders Equity 120701

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY $130725

See Independent Auditors Report Accompanying Notes and Supplementary Information



PINNACLE EQUiTY MANAGEMENT INC

STATEMENT OF OPERATIONS AND COMPREHENSiVE INCOME

For the Year Ended December 312012

REVENUE
Commission and Fee Income $181192

OPERATING EXPENSES

Accounting and Legal Fees 3250

Advertising Expense 732

Auto Expense

Broker Sales Commissions 1197

Business Meetings 2519

Charitable Contributions 250

Computer Supplies and Expense 2416
Entertainment Expenses 520

Gifts

Insurance 149

Legal Professional Expense 4707
License and Registrations 140

Mailing Costs 249

Medical Expenses 22288

Miscellaneous Expenses 250

Office Rent 3300

Office Supplies 2040

Payroll Taxes 7203

TaxesLicenses 14

Professional Dues and Literature 20

Quote/ClearingCosts 1149

Registration Regulatoiy Service Fees 3505

Salaries and Wages 91000

Solicitors Expenses 28352

Telephone 5428

Travel and Entertainment

Total Operating Expenses 180690

INCOME LOSS FROM OPERATIONS 502

OTHER REVENUE EXPENSE
Miscellaneous Jncome/Expense 1001
Interest Income 14

987
NET INCOME LOSS BEFORE INCOME TAXES 485

Provision for Income Taxes Benefit Current

Provision for Income Taxes Benefit Deferred

NET INCOME LOSS 485

OTHER COMPREHENSWE INCOME
Realized Gain Loss on Security

Unrealized Gain Loss on Security 2862

2862

COMPRERENSWE INCOME LOSS $2376

See Independent Audftors Report Accompanying Notes and Supplementary Information



PINNACLE EQUiTY MANAGEMENT INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUiTY

For the Year Ended December 31 2012

BALANCE BEGINNING OF YEAR

Comprehensive Income

Net Income Loss
Unrealized Loss on Securities

_________________________________________
RETAINED EARNINGS END OF YEAR _____________________________

See Independent Auditors Report Accompanying Notes and Supplementary Information

485
2862

$120701

Retained Accumulated Other

Common Earnings Comprehensive

Stock Deficit Income Total

$5000 $105573 $7752 $118325

485
2862

$5000 $105088 $10614



PiNNACLE EQUiTY MANAGEMENT INC

STATEMENT OF CASH FLOWS

For the Year Ended December 31 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income Loss $485

Adjustments to reconcile net income loss

to net cash from operations

Depreciation and Amortization

Deferred Income Tax

Increase Decrease in Commissions Receivable 1759
Increase Decrease in Securities-Available for Sale 1410

Increase Decrease in Accounts Payable 235
Increase Decrease in Other Current Liabilities 470

Increase Decrease in Reserve for Unrealized Gain/Loss 2862

Net Cash Provided By Used In Operations 2263

NET CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of Fixed Assets

Net Cash Provided By Used In Investing Activities

NET CASH FLOWS FROM FiNANCING ACTIVITIES

Distributions to Stockholders

Net Cash Provided By Used In Financing Activities

NET INCREASE DECREASE iN CASH 2263

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 49332

CASH AND CASH EQUIVALENTS AT END OF YEAR $51595

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash Paid for Interest $0

Cash Paid for Taxes $0

See Independent Auditors Report Accompanying Notes and Supplementary Information



PINNACLE EQUITY MANAGEMENT INC

NOTES TO FINANCIAL STATEMENTS

December 31 2012

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Pinnacle Equity Management Inc is Missouri Corporation The Company registered with the Securities

and Exchange Commission in 2002 to be broker/dealer pursuant to the National Association of Securities

Dealers Inc NASD and was granted membership in July 2002 The Company operates its business as

both broker/dealer of securities registered investment advisor and agent for insurance policies

Accounting Method

Accounting Method-The Companys books are maintained on the accrual basis of accounting

for fmancial statement reporting

Adoption of SFAS No 130

The Company adopted SFAS No 130 Reporting Comprehensive Income

Cash Equivalents

For purposes of reporting cash flow cash and cash equivalents include money market

accounts and any highly liquid debt instruments purchased with maturity of three months or

less

Property and Equipmeit

Property and equipment is stated at cost maintenance and repairs are charged to operations Depreciation

expense is calculated on an accelerated basis over the respective assets remaining useful lives which are as

follows

Office Equipment 5-7
years

5-7 Years

Software years Years

Depreciation and amortization expense was $0 for the year ended December 31 2012

Commissions Receivable

Commissions receivable represent investment fees due for the quarter ended December 31 2012 and

commissions due on investments made during the year No allowance has been provided on commissions

receivable because management believes all amounts are collectible

See Independent Auditors Report and Supplemental Information



PINNACLE EQUITY MANAGEMENT INC

NOTES TO FiNANCIAL STATEMENTS

December 31 2012

Income Taxes

Deferred income tax assets and liabilities are computed annually for differences between the financial

statement and tax basis of assets and liabilities that will result in taxable or deductible amounts in the

future based on enacted tax laws and rates applicable to the periods in which the differences are

expected to affect taxable income Valuation allowances are established when necessary to reduce

deferred tax assets to the amount expected to be realized Income tax expense is the tax payable or

refundable for the period plus or minus the change during the period in deferred tax assets and

liabilities

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumption that affect the reported amounts of assets

and liabilities and disclosure of contingencies 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

NOTE 2-RESERVE REQUIREMENTS

The Company is not obligated to report under SEC Rule 15c3-3 since it does not maintain customer

accounts or hold securities Therefore the Company does not have reserve requirement nor does it

have any information relating to the possession of control requirement under Rule 5c3-3

NOTE 3-MINUMUM CAPITAL

Under SEC Rule 15c3-1 the Company is required to maintain net capital of not less than $5000 in

2011 At December 31 2011 the Companys net capital as defined by SEC Rule 5c3- was

$43926 in excess of minimum net capital required

NOTE 4-SECURITIES

The Company invests in corporate stocks At December 31 2012 these securities were classified as

available for sale securities and are reported at fair value with the unrealized gains and losses

included in comprehensive income Costs are determined on an average cost per share basis for

determining realized gains or losses At December 31 2012 these securities had fair value of

$8055 cost of $3071 and an unrealized gain of $4984

See Independent Auditors Report and Supplemental Information



PINNACLE EQUITY MANAGEMENT INC

NOTES TO FiNANCIAL STATEMENTS

December 31 2012

NOTE 5-PENSION AND PROFIT SHARING PLAN

The Company has defined contribution pension plan for active employees The Company

contributes 10 percent of eligible participants total compensation There were no contributions

charged to expense for the year ended December 31 2012

The Company also has in effect profit sharing plan covering all active employees Contributions to

the plan are discretionary and are determined by the Companys management There were no

contributions charged to expense for the year ended December 31 2012

To be eligible under both plans an employee must have attained age 21 and completed two years of

service

NOTE 6-INCOME TAXES

Pinnacle Equity Management Inc has three prior fiscal years open for examination by taxing

authorities In addition to the current year the years ended December 31 2011 2010 and 2009

remain open to examination Management is not aware of any uncertain tax positions claimed on prior

year returns

NOTE 7-RELATED PARTY TRANSACTIONS

Pinnacle Equity Management Inc is owned by John Denando and Raymond Berger Each owns fifty

percent of the Company For 2012 John Denando was paid salary of $55000 and Raymond Berger

was paid salary of $36000

NOTE 8-SUBSEQUENT EVENTS

Subsequent Events have been evaluated through February 24 2012 which is the date the financial

statements were issued There are no events or transactions occurring after the balance sheet date

required to be reported

See Independent Auditors Report and Supplemental Information



PINNACLE EQUITY MANAGEMENT INC

COMPUTATION OF NET CAPITAL

December 31 2012

2012

Total Ownership Equity from Statement of Financial Condition $120701

DEDUCTIONS
Total Non-Allowable Assets

Fixed Assets 283

Commissions Receivable 30 Days 70792 71075

Net Capital Before Haircuts on Securities Positions 49626

HAIRCUTS ON SECURITIES

Trading and Investment Securities

Money Market -2% 8442 8442

NET CAPITAL 41184

Less Required Minimum Capital 5000

NET CAPITAL EXCESS SHORTAGE $36184

See Independent Auditors Report and Accompanying Footnotes
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PiNNACLE EQUITY MANAGEMENT INC

RECONCILIATION OF THE AUDITED COMPUTATIONOF NET

CAPITAL AND THE UNAUDITED FOCUS REPORT

December 31 2012

2012

Total Ownership Equity from Statement of Financial Condition-Unaudited $120701

Adjustments Increase Decrease Adjust Investment Funds Account

Total Increase Decrease in Ownership Equity

Total Ownership Equity from Statement of Financial Condition-Audited 120701

Total Non-Allowable Assets-Audited 71075

Net Capital Before Haircuts on Securities Positions 49626

Haircuts on Securities

Trading and Investment Securities

Money Market -2% 8442

Net Capital $4 1184

Report on Material Inadequacies

No material inadequacies were found nor were any reportable differences found in the

reconciliation of the net capital per the audited financial statements and the unaudited FOCUS

reports

See Independent Auditors Report and Accompanying Footnotes
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INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE
17a-5 FOR BROKER-DEALER CLAIMING AN EXEMPTIOII FROM SEC RULE 15c3-3

Board of Directors

Pinnacle Equity Management Inc

St Louis Missouri 63126

In planning and performing my audit of the financial statements and supplemental schedules of Pinnacle Equity

Management Inc as of and for the year ended December 31 2012 in accordance with auditing standards

generally accepted in the United State of America considered the Companys internal control over financial

reporting internal control as basis for designing my auditing procedureS for the purpose of expressing my

opinion on the financial statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly do not express an opinion on the effectiveness of the Companys
internal control

Also as required by Rule 7a-5g1 of the Securities and Exchange Commission SEC 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 compliance with such practices and procedures that

considered relevant to the objectives stated in Rule 7a-5g In making thB periodic computations of aggregate

indebtedness or aggregate debits and net capital under Rule 7a-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 customers securities 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 recordatlon of difference

required by Rule 17a-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 end maIitalnlng Internal control and the

practices and procedures referred to in the preceding paragraph In fulflhlbg this responsibility estimates and

judgments by management are required to assess the expected benefits nd 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 Objetlves Iwo of the objectives of

internal control and the practices and procedures are to provide manageflent with reasonable but not absolute

assurance that assets for which the Company has responsibility are safegiarded against loss from unauthorized

use or disposition and that transactions are executed in accordance with tjianagements authorization and

recorded properly to permit the preparation of financial statements In conlrrnlty with generally accepted

accounting principles Rule 17a-5g lists additional objectives of the praCtices and procedures listed In the

preceding paragraph

See Independent Auditors Report and Accompanying Footnotes
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INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE

17a-5 FOR BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3-Contd

Because of inherent limitations in internal control or the practices and procedures referred to above errors or

fraud may occur and not be detected Also projection of any evaluation of them to future penods 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

control deficiency exists when the design or operation of control does not allow management or employees

in the normal occurs of performing their assigned functions to prevent or detect misstatements on timely

basis significant deficiency is control deficiency or combination of control deficiencies that adversely

affects the entitys ability to initiate authorize record process or report financial data reliably in accordance

with generally accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not be prevented or

detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in more

than remote likelihood that material misstatement of the financial statement will not be prevented or

detected by the entitys internal control

My 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 did not

identify any deficiencies in internal control and control activities for safeguardIng securitIes that consider to be

material weaknesses as defined above

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 my study believe that the Companys practices and procedures were adequate at

December31 2012 to meet the SECs objectives

This report is intended solely for the information and use of management the SEC and other regulatory

agencies that rely on Rule 7-a-5g under the Securities and 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

Brian Toennies CPA

St Louis MO
February 24 2013

See Independent Auditors Report and Accompanying Footnotes
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Certified Public Accountant
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INDEPENDENT AUDITORS REPORT ON AML COMPLANCE REQUIRED BY
THE PATRIOT ACT AND NASD RULE 3011

Board of Directors

Pinnacle Equity Management Inc

St Louis Missouri 63126

have audited in accordance with auditing standards generally accepted in the United States of America the

financial statements and supplemental schedules of Pinnacle Equity Management Inc as of December 31

2012 and have issued my report thereon dated February 24 2013

In planning and performing my audit of the financial statements and supplemental schedules of Pinnacle Equity

Management Inc for the year ended December 31 2012 also considered its policies and procedures

regarding compliance with the provisions of the Patriot Act

Also as required by NASD Rule 3011 have made study of the practices and procedures followed by the

Company including tests of such practices and procedures that considered relevant to the objectives stated in

NASD Rule 3011 These included

The establishment and implementation of policies and procedures that can be reasonably expected to

detect and cause the reporting of suspicious transactions

The establishment and implementation of policies procedures and internal controls reasonably

designed to achieve compliance with the Bank Secrecy Act and implementing regulations

The designation of an individual responsible for implementing and monitoring the day-to-day operations

and internal controls of the program

The provision for ongoing training of appropriate personnel

The management of the Company is responsible for establishing and malfltainlng internal control and the

practices and procedures referred to in the preceding paragraph In fulfiUg 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 parägrapt and to a9sesS whether those practices and

procedures can be expected to achieve the NASOs above mentioned objictives

Because of inherent limitations in internal control or the practices and procedureS referred toabove It Is

possible that money laundering may occur and not be detected

See Independent Auditors Report and Accompanying Footnotes
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INDEPENDENT AUDITORS REPORT ON AML COMPLJANCE REQUIRED BY
THE PATRIOT ACT AND NASD RULE 3011 -Contd

My consideration of these practices and procedures would not necessarily disclose all matters in respect to anti-

money laundering that might be material weaknesses under standards established by the American Institute of

Certified Public Accountants material weakness is condition in which the design or operation of specific

internal control components does not reduce to relatively low level the risk that money laundering may occur

and not be detected within timely period by employees in the normal course of performing their assigned

functions

understand that practices and procedures that accomplish the objective referred to in the second and third

paragraphs of this report are considered by the NASD to be adequate for Its purposes in complying with the

Patriot Act 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 my study believe that the

Companys practices and procedures were adequate at December 31 2012 to meet the NASDs objectIves

This report is intended solely for the information and use of management the SEC and other regulatory

agencies that rely on Rule 7-a-5g under the Securities and 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

Brian Toennies CPA
St Louis MO
February 24 2013

See Independent Auditors Report and Accompanying Footnotes
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February 24 2012

Board of Directors

Pinnacle Equity Management Inc

St Louis Missouri 63126

In accordance with Rule 7a-5e under the Securities and 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 Year

Ended December 31 2011 which were agreed to by Pinnacle Equity Management Inc.s

compliance with applicable instructions of the Transitional Assessment Reconciliation Form SIPC

7T Pinnacle Equity Management Incs management is responsible for the Pinnacle Equity

Management Incs 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 th purpose for which this

report has been requested or for any other purpose The procedures we performed and our

findings are as follows

Compared the listed assessment payments in SIPC-7T with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended December

31 2010 as applicable with the amounts reported in SIPC-7T for the yeBr ended December 31

2010 noting no differences

Compared any adjustments reported in Form SIPC-7T with supporting schedules and working

papers noting no differences

Proved the arithmetical accuracy of the calculations reflected In F0nmSIPC-7T and in the

related schedules and working papers supporting the adjustments notlngflo differences and

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

We are 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 ftentlon that would have

been reported to you

See Independent Auditors Report and Accompanying Footnotes
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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 those specified parties

Sincerely

// --------

Brian Toennies CPA

February24 2012

See Independent Auditors Report and Accompanying Footnotes
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