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OATH OR AFFIRMATION

I, Mohammed Elahi , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Andes Capital Group, LLC , as
of December 31 : ,2012 | are true and correct. I 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:

Signature

Title

" Notary Public

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

B (a) Facing Page.

[B (b) Statement of Financial Condition.

@ (c) Statement of Income (Loss).

[B (d) Statement of Changes in Financial Condition.

[B (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

@ (g) Computation of Net Capital.

{J (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () 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.

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

(B (1) An Oath or Affirmation.

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

[@ (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

** Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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& CO.  Camelot Tower « 1415 East State Street + Suite 608 » Rockford, llinois 61104 + Phone (815) 964-9955 + Fax (815) 964-3601
Certified Public Accountants and Consultants

Report of Independent Registered Public Accounting Firm

Board of Directors
Andes Capital Group, LLC
Chicago, Illinois

We have audited the accompanying statements of financial condition of Andes
Capital Group, LLC as of December 31, 2012 and 2011, and the related
statements of operations, changes in members’ equity, and cash flows for the
years then ended. 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 audits.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the financial position of Andes Capital Group, LLC as
of December 31, 2012 and 2011, and the results of its operations and its cash
flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole. The information contained on pages 12
through 15 are 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 taken as a whole.

y ‘Co.

Chicaéo, Illinois
February 7, 2013



ANDES CAPITAL GROUP, LLC

STATEMENTS OF FINANCIAL CONDITION
December 31, 2012 and 2011

ASSETS 2012 2011
CURRENT :

Cash and cash equivalents S - s 22
Commissions receivable 52 488 53 554
Cash on deposit with clearing broker 25 681 25 676
Security deposit 2 400 800
Furniture and equipment, at cost, less

accumulated depreciation of $39,106 8 7717 6 564

and $38,710, respectively

TOTAL ASSETS S 89 346 $ 86

616

LIABILITIES AND STOCKHOLDERS'’ EQUITY

CURRENT LIABILITIES:

Checks drawn against future deposits S 2 681 $ 3 334
Accounts payable 5 617 3 367
Accrued expenses - 7 034
TOTAL LIABILITIES 8 298 13 735
MEMBERS’ EQUITY 81 048 72 881

TOTAL LIABILITIES AND STOCKHOLDERS'
EQUITY S 89 346 S 86

The accompanying notes are an integral part of the financial statements



ANDES CAPITAL GROUP, INC.

STATEMENTS OF OPERATIONS
For the Years Ended December 31, 2012 and 2011

2012 2011
— COMMISSIONS AND FEE INCOME $ 476 018 $ 703 770
OPERATING EXPENSES:
Salaries 18 958 70 000
- Payroll taxes 1 546 5 542
20 504 75 542
Guaranteed payments to partners 109 757 150 549
Outside services 33 427 14 734
- Bloomberg services 38 770 42 616
Bank charges 1 924 1 699
Contributions 700 1 050
" Entertainment/promotion 21 239 37 170
Illinois replacement tax 3 627 1 620
Travel 38 442 81 049
— Vehicle expense 3 361 5 982
Advertising 8 311 -
. Office expense 20 590 29 216
Depreciation 396 2 847
Dues and subscriptions 12 688 16 096
Insurance 3 384 6 007
Rent 49 767 81 468
Professional fees 57 909 53 108
- Telephone 19 789 21 322
Licenses and permits 520 2 401
Supplies 467 1 971
'— 445 572 626 447
NET INCOME $ 30 446 S 77 323

The accompanying notes are an integral part of the financial statements



ANDES CAPITAL GROUP, LLC

STATEMENTS OF CHANGES IN MEMBERS’ EQUITY
For the Years Ended December 31, 2012 and 2011

2012 2011
Beginning balance $ 72 881 $ 31 607
Net income 30 446 77 323
Members’ distributions (22 279) (36 049)
Ending balance $ 81 048 $ 72 881

The accompanying notes are an integral part of the financial statements.



ANDES CAPITAL GROUP, LLC

STATEMENTS OF CASH FLOW
For the Years Ended December 31, 2012 and 2011

2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 30 446 $ 77 323
Adjustment to reconcile net income to net
cash provided by operating activities:
Depreciation 396 2 847
Decrease (increase) in commissions receivable 1 066 (43 529)
Increase (decrease) in accounts payable and
accrued expenses (5 437) 275
Increase in cash on deposit clearing broker (5) (14)
Increase in security deposit (1 600) (800)
Total adjustments (5 580) (41 221)
Net cash provided by operating
activities 24 866 36 102
CASH FLOWS FROM INVESTING ACTIVITIES,

Purchase of assets (2 609) (6 240)
CASH FLOWS FROM FINANCING ACTIVITIES,

Members’ distributions (22 279) (36 049)
NET DECREASE IN CASH (22) (6 187)
CASH AND CASH EQUIVALENTS, beginning of year 22 6 209
CASH AND CASH EQUIVALENTS, end of year $ - S %g
SUPPLEMENTAL CASH FLOW DISCLOSURE,

Cash paid during the year for

Illinois replacement tax $ 3 627 $ 1 620

The accompanying notes are an integral part of the financial statements.




ANDES CAPITAL GROUP, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Operations

Andes Capital Group, LLC (Company) is an Illinois Limited Liability Company
registered as a broker-dealer with the Securities and Exchange Commission
(SEC) and is a member of various exchanges and the Financial Industry
Regulatory Authority (FINRA). It provides a range of services to a
diversified institutional client base. Services include: origination,
underwriting, distribution and trading of municipal bonds; sales, trading and
execution of equities; sales, trading and underwriting for directed investment
and private equity for taxable fixed income; commission recapture and
research.

Financial Statement Presentation
The financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America ("US GAAP").

Use of Estimates

The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those
estimates.

Cash and Cash Equivalents

The Company maintains its operating cash in a bank checking account insured by
the Federal Deposit Insurance Corporation. Currently, the insurance coverage
is unlimited.

Receivable from Clearing Broker _

Management believes that, based on industry practice and collection history,
the balance receivable from its clearing broker at December 31, 2012, is
collectable in full, and accordingly, no allowance for doubtful accounts has
been recorded (See Note 5).

Furniture and Equipment

Property and equipment are stated at cost and are depreciated using straight-
line and accelerated methods over estimated useful lives ranging from 5-7
years.

Income Taxes

Since the Company is a limited liability company, it files a partnership
return for income tax purposes; therefore, there is no income tax liability at
the entity level. Rather, the Company’s net income or loss is allocated among
the members, and is reported on their individual income tax returns.
Accordingly, no provision is made for income taxes in the financial
statements.




ANDES CAPITAL GROUP, LLC

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes (Continued))

The Company follows the recognition requirements for uncertain income tax
positions as required by generally accepted accounting principles. Income tax
benefits are recognized for income tax positions taken or expected to be taken
in a tax return, only when it is determined that the income tax position will
more-likely-than-not be sustained upon examination by taxing authorities. The
Company has analyzed tax positions taken for filing with the Internal Revenue
Service and all state jurisdictions where it operates. The Company believes
that income tax filing positions will be sustained upon examination and does
not anticipate any adjustments that would result in a material adverse effect
on the Company’s financial condition, results of operations or cash flows.
Accordingly, the Company has not recorded any reserves or related accruals for
interest and penalties for uncertain income tax positions at December 31, 2012
and 2011.

Revenue Recognition

Commissions represent the spread between buy and sell transactions processed
and net fees charged to customers on a transaction. Commissions are recorded
on a settlement date basis, which does not differ materially from the trade
date basis.

NOTE 2 - FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company’s financial instruments are cash and cash equivalents, commissions
receivable and accounts payable for which recorded values approximate fair
values based on their short-term nature.

NOTE 3 - NET CAPITAL REQUIREMENTS

The Company is subject to the Uniform Net Capital Rule (15c¢3-1) of the
Securities and Exchange Commission, which requires the maintenance of a
minimum net capital of $5,000 at December 31, 2012, and the ratio of
aggregated indebtedness to net capital, both of which are defined, should not
exceed 15 to 1. At December 31, 2012 and 2011, the Company had net capital of
$69,871 and $65,517, which was $64,871 and $60,517 in excess of its required
net capital of $5,000. The Company’'s ratio of aggregate indebtedness to net
capital was 16.65% and 20.96% to 1 at December 31, 2012 and 2011,
respectively.

NOTE 4 - OPERATING LEASE

The Company leases its operating facility under a lease expiring February 28,
2013. The lease requires monthly lease payments of $2,000. At December 31,
2012 and 2011, rent expense for this lease totaled $24,000 and $18,000 for the
years ended December 31, 2012 and 2011, respectively.

-10-



ANDES CAPITAL GROUP, LLC

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 4 - OPERATING LEASE (Continued)

In 2011, the Company also paid an early termination fee of $40,488 for a
previous operating facility. In addition, the Company rents on a month-to-month
basis apartments to be used by Company personnel while on business trips to
other cities. Rent for these apartments totaled $25,767 and $22,980 for the
years ended December 31, 2012 and 2011, respectively. The Company's total rent
expense was $49,767 and $81,468 for the years ended December 31, 2012 and 2011,
respectively.

NOTE 5 - CLEARING AGREEMENT

The Company is an introducing broker, and clears all transactions for customers
on a fully disclosed basis with other brokers. The Company promptly transmits
all customer funds and securities to such clearing brokers and, at December 31,
2012 and 2011, had no amounts or securities due to clearing brokers from
unsettled trades. Because the Company is contingently liable for the payment of
securities purchased and the delivery of securities sold by customers, it
maintains with its clearing broker a money market account to be used as a
security deposit. The amount of cash on deposit with the security broker was
$25,681 and $25,676 at December 31, 2012 and 2011, respectively.

Receivables from the clearing broker arise in the ordinary course of business

from .the settlement of securities transactions.. The.receivables are. generally
collected within 30 days.

-11-



ANDES CAPITAL GROUP, LLC

COMPUTATION OF NET CAPITAL REQUIRED BY RULE 15C3-1

OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2012

COMPUTATION OF NET CAPITAL

Total members’ equity qualified for net capital
Deduct non-allowable assets:

Furniture and equipment, net of accumulated depreciation
Security deposit

NET CAPITAL
Minimum capital requirement
EXCESS NET CAPITAL

EXCESS NET CAPITAL AT 120%

COMPUTATION OF AGGREGATE INDEBTEDNESS

Aggregate indebtedness

Ratio: Aggregate indebtedness to Net Capital

Note: The above information on this schedule is in agreement,

$ 81,048
(8,777)
(2,400)
69,871

__ 5,000

64,871
$ 63,871

8,298

11.88%

in all material

respects, with the unaudited FOCUS report, Part II, filed by the

Company as of December 31, 2012.

-12-
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Certified Public Accountants and Consultants

Independent Accountants Report on Intermal Control

Required by SEC Rule 17A-5

The Members
Andes Capital Group, LLC
Chicago, Illinois

In planning and performing our audit of the financial statements of Andes
Capital Group, LLC for the year ended December 31, 2012, in accordance with
auditing standards generally accepted in the United States of America, we
considered the Company’s internal control activities for safeguarding securities
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.

We also made a study of the practices and procedures followed by Andes Capital
Group, LLC in making the periodic computations of aggregate indebtedness and net
capital under Rule 17A-3(a) (11). The management of the Company has indicated
that the Company was in compliance with the exemptive provisions of Rule 15C3-3
and no facts came to our attention indicating that the exemptive provisions have
not been complied with during the year ended December 31, 2012. We did not
review the practices and procedures followed by the Company in making the
quarterly securities examinations, counts, verifications and comparisons, and
the recording of differences required by Rule 17A-13, or in complying with the
requirements for prompt payment for securities under Section 8 of Regulation T
of the Board of Governors of the Federal Reserve System, because the Company
does not carry security accounts for customers or perform custodial functions
relating to customer securities.

The management of the Company is responsible for establishing and maintaining an
internal control structure and the practices and procedures referred to in the
preceding paragraph. 1In fulfilling this responsibility, estimates and judgments
by management are required to assess the expected benefits and related costs of
internal control structure policies and procedures 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 Commission’s above-
mentioned objectives. Two of the objectives of an internal control structure
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 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.

-13-



Because of inherent limitations in any internal control structure or the
practices and procedureg referred to above, errors or irregularities 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.

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 control deficiency, or a combination of control deficiencies,
that adversely affect the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal
control.

A material weakness is a significant deficiency, or a combination of significant
deficiencies, that results in more than a remote likelihood that a material
misstatement of the financial statements will not be prevented or detected by
the entity’s internal control.

Our consideration of the 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
did not identify any deficiencies in internal control that we consider to be
material weaknesses, as defined above.

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 were adequate at December
31, 2012, 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 Financial Industry Regulatory Authority,
Inc., and other regulatory agencies that 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.
WMM"X‘ (o.

Chicago, Illinois
February 7, 2013
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Independent Accountants’ Report on Applying Agreed-Upon

Procedures Related to an Entity’s SIPC Assessment Reconciliation

To the Members
Andes Capital Group, LLC
Chicago, Illinois

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 [General Assessment Payment (Form SIPC-6) and
General Assessment Reconciliation (Form SIPC-7)] to the Securities Investor
Protection Corporation (SIPC) for the year ended December 31, 2012, which were
agreed to by Andes Capital 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 Andes Capital Group, LLC's compliance
with the applicable instructions of the General Assessment Payment (Form SIPC-6)
and General Assessment Reconciliation (Form SIPC-7). Andes Capital Group, LLC's
management is responsible for Andes Capital Group, LLC’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-6 and Form SIPC-7
with respective cash disbursements in the general ledger and to copies of
disbursed checks, noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2012, as applicable, with the amounts reported in Form
SIPC-6 and Form SIPC-7 for the year ended December 31, 2012, noting no
differences;

3. Proved the arithmetical accuracy of the calculations reflected in Form
SIPC-6 and Form SIPC-7 and with Form X-17A-5 and Andes Capital Group, LLC'’s
Statement of Operations supporting the adjustments, noting no
differences.

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 or should not be used by anyone
other than these specified parties.

o + Co.
February 7, 2013
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