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OATH OR AFFIRMATION

. swear (or alfirm) that. to the Lest of

I __Pasqualina.Traina- LI
iy knowledge and belief the accompanying fina

Pentalpha Capital LLC - ' . as
of __ December-3ly e e 20 13 are true and correct. [ further swear (or affirm) that

\cial statement and supporting schedules pertaining to the firm of

neither the company nor any pariner. proprietor, prineipal olficer or director has any proprietary interest in any account

classified solely as that of a customer. except as follows:

Signature

Controller/FINOP
Pt o Title
4 MELONIE S. WILLIAM
i Notary Public
o i Connenticut )
Notary Public 4 My Commission Expires July 31, 2014 )

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

(3 (a) Facing Page.

@ (by Statement of Financial Condition.

A (c) Statement of Income (Loss).

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

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

[0 (H Statement of Changes in Liabilities Subordinated to Claims of Creditors.

¥ (g) Computation of Net Capital.

O (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.

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,

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

@ (1) An Oath or Affirmation.

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

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

** For conditions of confidential treatment of cerlain portions of thus filing, see section 240.17a-5(e)(3).
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LiPsKY, GOODKIN & Co., P. C.
CERTIFIED PUBLIC ACCOUNTANTS
120 WEST 45TH STREET
NEwW YORK, NEW YORK 10036

, MEMBERS
(212) 840-6444 AMERICAN INSTITUTE OF
FAX (212) 921-7186 CERTIFIED PUBLIC ACCOUNTANTS

N.Y, STATE SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Members of
Pentalpha Capital, LLC

We have audited the accompanying financial statements of Pentalpha Capital, LLC (a New York State LLC),
which comprise the statement of financial condition as of December 31, 2013, and the related statements of
income and comprehensive income, changes in members’ equity, and cash flows for the year then ended, and
the related notes to the financial statements that you are filing pursuant to rule 17a-5 under the Securities and
Exchange Act of 1934.

Management’s 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
auditin 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 performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s 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 entity’s 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 a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Pentalpha Capital, LLC as of December 31, 2013, and the results of its operations and its cash flows
for the year then ended, in conformity with accounting principles generally accepted in the United States of
America.



Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
schedules of computation of net capital and aggregated indebtedness and supplemental information are presented
for purposes of additional analysis and are not a required part of the financial statements, but is supplementary
information required by rule 17a-5 of the Securities and Exchange Act of 1934. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly stated in
all material respects in relation to the financial statements as a whole.

February 12, 2014 ﬁ ’ % éz é/é yQ C)A“ Ioé
/ * J



PENTALPHA CAPITAL. LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31. 2013

ASSETS

Cash :

Accounts receivabl

Receivable from broker - clearance account
Securities investments at fair value

Prepaid assets
TOTAL ASSETS

LIABILITIES AND MEMBERS’ EQUITY
LIABILITIES

Accounts payable and accrued expenses

Total liabilities

COMMITMENTS (Note 4)

ME RS’ EQUITY
OTAL LIABILITIES AND MEMBERS’ EQUITY

See Notes to Financial Statements.

§ 704,524
483,981
301,894

79,767

4276

$1,574.442

17.746

17,746

1.556.696
$1.574.442



PENTALPHA CAPITAL. LLC
TEMENT OF INCOME AND COMPREHEN

DECEMBER 31,2013

REVENUES
Fee income
Reimbursed expenses

Total revenues

EXPENSES
Employee compensation
Occupancy costs
Other operating expenses
Payroll taxes

Total

Shared compensation and other expenses
reimbursed - related party

Total expenses

INCOME FROM OPERATIONS BEFORE
OTHER INCOME

OTHER INCOME
Interest income

NET INCOME
OTHER COMPREHENSIVE INCOME

Unrealized gain on investment

TOTAL COMPREHENSIVE INCOME

See Notes to Financial Statements.

INCO

$ 807,484

39.070

846.554

2,924,485
29,215
121,241

81.037

3,155,978

(2.662.995)
492,983

353,571

644
$ 354215

29.991

$ 384206



PENTALPHA CAPITAL, LLC
STATEMENT OF CHANGES IN MEMBERS® EQUITY
DECEMBER 31,2013

Unrealized
Holding Members
Gain Equity Total
Balance, January 1,2013 $ 23,776 $1,148,714 $1,172,490
Unrealized gain on marketable securities 29,991 - _ 29,991
Net income for the year - 354.215 354.215
Balance, December 31, 2013 $ 53,767 $1,502,929 $1.556.696

lSee Notes to Financial Statements.



PENTALPHA CAPITAL. LLC
T ENT OF CASH FLOW
FOR THE YEAR ENDED DECEMBER 31, 2013

CASH FLOWS FROM OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income
to net cash provided by operating activities:

Changes in:

Accounts receivable

Receivable from broker

Due from related entity

Prepaid assets

Accounts payable and accrued expenses

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
NET INCREASE IN CASH
CASH - BEGINNING OF YEAR

CASH - END OF YEAR

See Notes to Financial Statements.

$ 354215

(281,245)
(218)
250,000
2,864

3971
329,587

329,587
374.937

$ 704,524



PENTALPHA CAPITAL. LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2013

NOTE 1 - THE COMPANY

Pentalpha Capital, LLC, (the “Company"), was formed in the State of New York, to act as a broker-
dealer in the securities industry. It commenced operations on January 1, 1997 to, among other
things, act as a conduit between a buyer and seller in various financial trades, and to provide
consulting and advisory services.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Investments

The Company determines the appropriate classification of securities at the time of purchase and
reevaluates such designation as of each balance sheet date. Marketable equity securities not
classified as trading or held to maturity are classified as available-for-sale. Available-for-sale
securities are carried at fair value, with unrealized gains and losses reported as comprehensive
income in the statement of changes in members’ equity. Realized gains and losses and declines in
value judged to be other-than-temporary on available-for-sale securities are included in other
income. Interest and dividends on securities classified as available-for-sale are included in other
income.

Income Taxes

The Company was formed as a Limited Liability Company and therefore will not pay corporation
income taxes as the income is taxed directly to the members. The Company is required to file and
does file tax returns with the Internal Revenue Service and other taxing authorities and has years
open for examination by the taxing authorities from 2010 through 2013.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions. These estimates and assumptions affect
the reported amounts of certain assets and liabilities and disclosure of contingent liabilities at the
date of the financial statements. They also affect reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those amounts.

Fair Value

For cash and short term investments, receivables and payables, the carrying amount is a reasonable
estimate of fair value.

Subsequent Events

The Company has evaluated subsequent events through February 12, 2014, which is the date the
financial statements were available to be issued, and concluded that no subsequent events have
occurred that would require recognition in the financial statements or disclosure in the notes to the
financial statements.



PENTALPHA CAPITAL. LLC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31,2013

NOTE 3 - NET CAPITAL REQUIREMENT

Pursuant to Rule 15¢3-1 of the Securities and Exchange Commission, the Company is required to
maintain a minimum “net capital” as defined under such rule.

As of December 31, 2013, the Company’s net capital was computed to be $1,050,628 exceeding its
minimum requirements of $5,000 by $1,045,628.

NOTE 4 - CONCENTRATION OF CREDIT RISK

Financial instruments that potentially subject the Company to concentration of credit risk consist of
cash accounts in banks which at times exceeded the Federal Deposit Insurance Corporation limit of
up to $250,000 per account.

NOTE 5 - 401K SAVINGS AND INVESTMENT PLAN

The Company has a contributory 401K Savings and Investment Plan covering all employees who
meet length of service requirements.

NOTE 6 - RELATED PARTIES

For the year ending December 31, 2013, the Company was reimbursed $2,662,995 for shared
compensation and other expenses from commonly owned related entities.



PENTALPHA CAPITAL. LLC

SUPPLEMENTAL MATERIAL

DECEMBER 31,2013

-10-



‘ PENTALPHA CAPITAL.LLC
COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS

IN ACCORDANCE WITH RULE 15¢3-1 UNDER THE S.E.C. ACT OF 1934
DECEMBER 31,2013

NET CAPITAL
Total members’ equity per focus report $ 1,534,744
Audit adjustments:
Asset adjustments 39,177
Liability adjustments (17.225)
Total members’ equity per
audited financial statements 1,556,696
Less: Non-allowable assets (494.042)
Net capital before haircuts on securities positions - 1,062,654
Haircuts on securities (12.026)
Net capital $1.050.628
AGGREGATE INDEBTEDNESS:
Accounts payable and accrued expenses $ 17 ,746
Total aggregated indebtedness $ 17746
CAPITAL REQUIREMENTS
Minimum dollars net capital required $ 5,000
6-2/3% of aggregate indebtedness $ 1183
Greater of capital requirements $ 5,000
Excess net capital 1,045,628
Net capital $1.050,628
See Notes to Financial Statements.
-11-




PENTALPHA CAPITAL, LLC

SUPPLEMENTAL INFORMATION
DECEMBER 31,2013

The Company is exempt from rule 15¢ 3-3 as all customer transactions are cleared through another
broker-dealer on a fully disclosed basis.

Clearing Firm Product
SEC No. Name Code
8-8177 Citigroup Global Markets Inc. All
-12-



LIPSKY, GOODKIN & Co., P. C.
CERTIFIED PUBLIC ACCOUNTANTS
120 WEST 45TH STREET
NEW YORK, NEW YORK 10036

MEMBERS

(212) 840-6444 AMERICAN INSTITUTE OF
FAX (212) 921-7186 c CERTIFIED PUBLIC ACCOUNTANTS
SE ‘ng N.Y. STATE SOCIETY OF
Ma“sprgtc‘g?‘s CERTIFIED PUBLIC ACCOUNTANTS
2]
FER 282014
Washington DG
404
Board of Directors
Pentalpha Capital, LLC

In planning and performing our audit of the financial statements and supplemental schedules of Pentalpha
Capital, LLC for the year ended December 31, 2013, we considered its internal control structure including
procedures for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a study of the
practices and procedures followed by the Company including 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 and net capital under rule 17 a-3(a)(11) and for determining compliance with the exemptive
provisions of rule 15¢3-3. 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.

2. Recordation of differences by rule 17a-13.

3. 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 an internal control structure
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 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 SEC'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 the preparation of financial statements in
accordance with generally accepted accounting principles. Rule 17a-15(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.



2-

Because of inherent limitations in any internal control structure or the practices and procedures 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 became inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the internal control
structure that might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of the specific internal
control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts
that would be material in relation to the financial statements being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions. However, we noted
no matter involving the internal control structure including procedures for safeguarding securities, that we
consider to be material weakness as defined above.

We understand that practices and procedures that accomplish the objective 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, 2013,
to meet the SEC's objectives.

This report is intended solely for the use of the Board of Directors, management, the Securities and Exchange

Commission 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 should not be used for any other purpose.

February 12, 2014
New York, New York



LIPsSKY, GOODKIN & Co., P. C.
CERTIFIED PUBLIC ACCOUNTANTS
120 WEST 45TH STREET
NEW YORK, NEW YORK 10036

MEMBERS
(212) 840-6444 AMERICAN INSTITUTE OF
Fax (212) 921-7186 CERTIFIED PUBLIC ACCOUNTANTS

N.Y. STATE SOCIETY OF
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INDEPENDENT ACCOUNTANTS’ REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO SIPC ASSESSMENT RECONCILIATION

To The Members of
Pentalpha Capital, LLC

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 Transitional
Assessment Reconciliation (Form SIPC-7T) to the Securities Investor Protection Corporation (SIPC)
for the year ended December 31, 2013, which were agreed to by Pentalpha Capital, 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 Pentalpha Capital, LLC’s compliance with
the applicable instructions of the Transitional Assessment Reconciliation (Form SIPC-7T). Pentalpha
Capital, LLC’s management is responsible for the Pentalpha Capital, 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-7T with respective cash
disbursement records noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended December
31, 2013, as applicable, with the amounts reported in Form SIPC-7T for the year ended
December 31, 2013 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.



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.

February 12, 2014



SECURITIES INVESTOR PROTECTION CORPORATION
S|Pc_7 P 0. Box 92185 Washington, D.C 20030-2185
202-371-8300

(33-REV 710} General Assessment Reconciliation

re——— For the fiscal year ended 12/31/2013
(Read carelully the 1siruchons in your Working Gopy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

I Name ol Member, addizss, Designated Examining Authority, 1934 Act regislration o and month in which liscal year ends for
purposes of the audit requirement of SEC Rule 173 5:

SIPG-7

(33 REV 7/10]

l 048021 ‘ Nofe: If any of the informalion shown on the
ﬁ!PHFmRA pec 28 mailing label requires correction, please e-mail
PEGNTREEF A CAPITAL LG any corrections to form@sipc.org and so
éREENngb?égFoggigﬁ;K . indicate on the form filed

Name and telephone number of person 1o
contact respecling this form.

- | Dbty Tarulh Xprbbiai?d

s o018, 71

B. Less payiiem made with SIPC 6 filed (exclude interest) : { 58(0. q 7 }

201813
Datt Paid
$  Less prior overpayment applied

2 A. Genaral Assessment (item 2e from page 2)

, 1,431.14

D Assessment balance due or {overpaymeant)

£ interesi compuied on lale payment {see instruction B) for . days al 20% per annum

B ]1.43" 7‘*

F o Toia! assessmeni balance and inigrest due {01 overpayment carried forward)

3 PAID WITH THIS FORM:

Check enclosed, payabie o SIPC «
Total (must be same as F above) $ ,.43 l > iL]'
H . Overpayment carried forward B ]

5 Subsicharies (8) and predecessors (P} included in this form (give name and 1934 Act regisiratin number)

Tre SIPC member submitting this furm and the
person by whom if 15 execuled represent ihereby
irial all information contained herein is true, cofrect
and somplete.

dal, LEC

Tt atinn, Partadship of oihei orgapization;
f"/ 4

fiforizedSignainrel

Dated the ol day of__ okt RY 20 14 | Wlp?;,
(Tile}

This form and the assessment payment is due 60 days after the end of £he tiscal year. Retain the Working Copy of this toim
for a period of not less than 6 years, the latest 2 years in an easily a cessible place.

3’-’_' Dates

= Postmarked Received Reviewed

b

E Catculations e Documentation eom— v i Forward COPY mmmmmrmeer
o

es Exceplions:

a-

en Disposilion ot exceplions.



DETERMINATION OF “SIPC NET OPERATING REVENUES”
' AND GENERAL ASSESSMENT

Amounts for the tiscai period
beginning 1/1/2013
and ending 12/31/2013

Eliminaie cents

| No. : ‘
T Corde 4030 $ 807.4‘94

2a Tolal revenue (FOCUS Ling t2/Parl 1A Line 9

2b Additigns
(1) Totat revenues trom the securilies business of subsidiaries (excepl foregn supsidiaries) and

predecessors not included abeve

(2} Nef loss from pringipal ransachions in securiiies in trading accounts

(3} Net loss Trom principal transactions in commodities i frading accounts

{4) Intaresi and dividend expense deducted in determining ilem 23

{51 Net loss from managament of or participation in tha uederwriling or disidibution of securitieg

(8] Expensas alher than adverlising, printing. regisiration tees and tagal tees deduciad determining net

protit lrom managament ot or participatian in underwriting of dishibution ni securities

{7) Neiloss tram securities in investmeni accounts

Tolal additions

2o Deductions .
{1} Reverwes from the dislribution of shares of g registered open end investment company or unil
investmeni irust, lrom the sale of variable annuities, from the business ot insyrange, from invesiment
advisory sevices randared to registerad investmen! compaanies of inSurance company sepaiate

accounts, and from fransactions in security fulures products

12} Revenyes from commadity transactions

{31 Commissions. Hoar brokerags and clearance paid 1o-other SIPC members in conngchion with

securidies fignsactions.

{41 Reunhuissaments igr postaga in eonnestiog with proxy sahotation

(5} Net gain lrom secuniies i imvestmen! acopunts

1ons o i cerdicates of deposi and
pei that mature pine monibs or jess

i8) 100% of commissons and markups eacned from £
Preasury hifis, hankeis acceptances of commergis

fom tssuance date

{7} Direct expanses of prinhing advertising ard legal fees incurred in connsction with other revenue

related 1o the securities business (revenue delined by Saction 16191L} of the Ach)

{81 Other revenue not relaled sither directly or indirsctly 10 ihe secunities business
{See Instruction G)

(Uéiﬁ&ﬁtfﬂns'm excess of $100 000 réri&isQdéét]mént’éi(nn}

(9) {1) Totat inlerest and didend expense (FOCUS Ling 22/PART A Line (3.
Code 4075 plus line 2b{4) above) but not in excess
al total interes! and dividend ingome. $

fir: 40% of margin interest earned on customers secyrities
aceounts (40% of FOCUS line 5. Code 39601 %

Enter the greater of fine (i) or {if}

Total dedustions

s 307 494

i SIPC Net Operating Revenuss

o D 0181

General Assessment @ 0025 s
{te page 1 lire 2 A



