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OATH OR AFFIRMATION
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212-885-8000 100 Park Avenue

Fax 212-697-1299 New York NY 10017

www bdo corn

INDEPENDENT AUDITORS REPORT

To the Member

Poten Capital Services LLC

Report on the Statement of Financial Condition

We have audited the accompanying statement of fmancial condition of Poten Capital Services

LLC the Company as of December 31 2012 that is filed pursuant to Rule 17a-5 under the

Securities Exchange Act of 1934 and the related notes to the statement of financial condition

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement 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 the financial statement that is free from material

misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this fmancial 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 fmancial statement is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statement The procedures selected depend on the auditors judgment

including the assessment of the risks of material misstatement of the financial statement whether

due to fraud or error In making those risk assessments the auditor considers internal control

relevant to the Companys preparation and fair presentation of the financial statement 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 Companys 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 statement

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

basis for our audit opinion
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IBDO

Opinion

In our opinion the financial statement referred to above presents fairly in all material respects

the fmancial position of the Company at December 31 2012 in accordance with accounting

principles generally accepted in the United States of America

BDO MSi L-i--P

February 27 2013

BDO USA LLP Delaware Limited liabilIty partnership is the U.S member of BOO InternationaL Limited UK company Limited by guarantee and forms part of the

international BOO network of independent member firms

BOO is the brand name for the BOO network and for each of the BDO Member Firms

-4-



Poten Capital Services LLC
Limited Liability Company

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents

Prepaid expenses and other assets

Fixed assets net

Total assets

Liabilities and Members Equity

Accounts payable and accrued expenses

Due to affiliate

Deferred compensation

Total liabilities

Members equity

Total liabilities and members equity

412472

665

8127

421264

66512
15993

80547

163052

258212

421264

The accompanying notes are an integral part of this financial statement



Poten Capital Services LLC
Limited Liability Company

Notes to Financial Statements

December 31 2012

Organization and Business

Poten Capital Services LLC the Company was organized as limited liability company under the

laws of the State of Delaware on September 20 2002 The Companys sole member is Poten

Partners Group Inc the Member

The Company is registered broker-dealer under the Securities Exchange Act of 1934 and is

member of Financial Industry Regulatory Authority FINRA The Company was approved as

broker-dealer on January 2007 The Company does not carry securities accounts for customers or

perform custodial functions relating to customer securities and accordingly is exempt from the

provisions of Rule 15c3-3 under the Securities Exchange Act of 1934 pursuant to paragraph k2i
of that rule

The Companys principal business activities include underwriting private placement of securities

providing merger and acquisition advisory services and acting as finder for which the Company

may receive compensation or introducing clients to broker-dealers financial institutions or investment

advisors or vice-versa for which the Company may receive fee

Poten Partners Group Inc has committed to providing the Company with continued financial

support as necessary to enable the Company to meet its working capital and regulatory capital

needs through at least January 2014

Summary of Significant Accounting Policies

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 certain 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

Concentrations of Risk

The Companys financial instruments that are exposed to concentrations of credit risk consist

primarily of cash The Companys cash is held with one bank Balances held at times exceed

insured limits In the course of its business the Company enters into contracts with various clients In

the event clients do not fulfill their obligations the Company may be exposed to risk The risk of

default depends on the creditworthiness of the client It is the Companys policy to review as

necessary the credit standing of each client with which it conducts business and generally requires

no collateral from its clients

Fixed Assets

Fixed assets are recorded at cost and are depreciated using the straight-line method over their

estimated useful lives Maintenance and repairs are charged to expense as incurred At the time such

assets are retired or otherwise disposed of the related cost and accumulated depreciation are

removed from the accounts and any gain or loss is credited or charged to operations



Poten Capital Services LLC
Limited Liability Company

Notes to Financial Statements

December 31 2012

Summary of Significant Accounting Policies continued

Income Taxes

The Company is single member limited liability company for purposes of filing federal state and

local income tax returns Accounting principles generally accepted in the United States of America

require the Company to provide for income taxes in its financial statements on hypothetical

separate-return basis The Member is an Corporation and as result is not responsible for federal

income taxes such taxes are the responsibility of the Members shareholder The Member is

responsible for certain state and local income taxes in jurisdictions which do not recognize

Corporation status Accordingly income taxes in the accompanying financial statements have been

computed on this basis

Deferred taxes are recognized for the tax effects of differences between the financial reporting and

the tax bases of assets and liabilities at enacted tax rates in effect for the years in which the

differences are expected to reverse valuation allowance is provided on deferred tax assets when it

is more likely than not that some portion or all of the deferred tax assets will not be realized

The Company accounts for income taxes in accordance with the guidance of the Financial

Accounting Standards Boards Accounting Standards Codification Topic 740 Income Taxes This

standard prescribes recognition threshold and related measurement model For those benefits to

be recognized tax position must be more likely than not to be sustained upon examination by the

taxing authorities Accrued interest and penalties related to any unrecognized tax benefits will be

classified as part of the income tax provision

Fixed Assets

Fixed assets at December 31 2012 are as follows

Estimated

Useful Life

Furniture and fixtures 10056 10 Years

Computer equipment 5544 Years

15600

Less Accumulated depreciation 7473

Fixed assets net 8.127

Related Party Transactions

In the normal course of business the management of Poten Partners Inc an affiliated entity

through ultimate common ownership assists with the development of the Companys business

strategies and operations Poten Partners Inc also provides office space and related services to

the Company Such expenses are allocated based on the Master Service Agreement dated April

2009 and updated effective January 2011 between Poten Partners Inc and the Company

portion of the incentive compensation earned by an employee of the Company is set aside as

deferred compensation under the Poten Partners Group Inc Stock Unit Plan SUP The deferred

compensation liability relating to the SUP totalled $80547 at December 31 2012 and is included in

the accompanying statement of financial condition



Poten Capital Services LLC
Limited Liability Company

Notes to Financial Statements

December 31 2012

Liabilities Subordinated to Claims of General Creditors

There were no liabilities subordinated to claims of general creditors at December 31 2012

Commitments and Contingencies

From time-to-time the Company is involved in various claims and litigation arising in the ordinary

course of business In the opinion of management the ultimate outcome of such matters will not

have material adverse effect on the Companys financial position results of operations or cash

flows

Net Capital Requirements

As registered broker-dealer and member of FINRA the Company is subject to the Securities

and Exchange Commissions Uniform Net Capital Rule 15c3-1 which requires that the Company
maintain minimum net capital as defined as the greater of 2/3% of aggregate indebtedness or

$50000 for the year ended December 31 2012 As of December 31 2012 the Company had net

capital of $249420 which exceeded the regulatory requirement by 199420 The Companys
ratio of aggregate indebtedness to net capital was 0.6537 to

The Company does not carry customer accounts and does not otherwise hold funds or securities

for or owe money to customers and accordingly is exempt from SEC Rule 5c3-3 under the

provision in section k2i
Subsequent Events

The Companys management has evaluated all activity of the Company through the issue date of

the financial statement and concluded that subsequent events are properly reflected in the

accompanying financial statement and notes thereto as required by standards for accounting and

disclosure of subsequent events


