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OATH OR AFFIRMATION

1, William Brophy , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Fives Capital, LLC , as

of December 31 ,2017 , are true and correct. 1 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:

None.

Signatire g

Vice President
. Title
0 2 /2 7 020/ ? Commonwealth of Pennsylvania - Notary Seal

Shane DeFinis, Notary Public
No({iry Public Montgomery County
My commission expires December 8, 2021
This report ** contains (check all applicable boxes): Commission%umber1217104

(a) Facing Page. ] Member, Pennsyivania Assoclation of Notaries

(b) Statement of Financial Condition. .

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

(f) Statement 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.

() 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.

(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.

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

O O OO TIOREE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



RYAN & JURASKA 11P
Certified Public Accountants
141 West Jackson Boulevard
Chicago, lllinois 60604

Tel: 312.922.0062
Fax: 312.922.0672

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member
of Fives Capital, LLC

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Fives Capital, LLC (the Company)
as of December 31, 2017, and the related notes (collectively referred to as the financial statement). In our
opinion, the statement of financial condition presents fairly, in all material respects, the financial position of
Fives Capital, LLC as of December 31, 2017 in conformity with accounting principles generally accepted in
the United States of America.

Basis for Opinion

This financial statement is the responsibility of Fives Capital, LLC’'s management. Our responsibility is to
express an opinion on the Company’s financial statement based on our audit. We are a public accounting
firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to Fives Capital, LLC in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We have served as Fives Capital, LLC’s auditor since 2017.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statement is free of
material misstatement, whether due to error or fraud. Our audit included performing procedures to assess
the risks of material misstatement of the financial statement, whether due to error or fraud, and performing
procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statement. Our audit also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the
overall presentation of the financial statement. We believe that our audit provides a reasonable basis for
our opinion.

leﬂm LLP

Chicago, lllinois
February 23, 2018



Fives Capital, LLC
Statement of Financial Condition

December 31, 2017
ASSETS
Cash S 338,183
Receivables from brokers or dealers 9,867,163
Securities owned, at fair value 26,851,913
Fixed assets 6,612
Other assets 26,667
TOTAL ASSETS $ 37,090,538
LIABILITIES & EQUITY
Liabilities
Payable to brokers or dealers S 15,324
Securities sold not yet purchased, at fair value 21,681,725
Accounts payable, accrued liabilities 93,833
TOTAL LIABILITIES $ 21,790,882
Member's Equity $ 15,299,656
Total liabilities and member's equity S 37,090,538

See accompanying notes.



1.

Fives Capital, LLC

Notes to the Financial Statements
May 9, 2017 to December 31, 2017

Organization and Business

Fives Capital, LLC, a Delaware limited liability company (the “Company”), formed May 9, 2017,
is registered with the Securities and Exchange Commission (“SEC”) as a broker-dealer under
the Securities Exchange Act of 1934, as amended. The Company’s sole member is Hard
Eight Holdings, LLC. The Firm is a member of the Chicago Stock Exchange, Inc. (“CHX") and
has appointed CHX as its designated examining authority. The Company’s office of
operations is located in Bala Cynwyd, Pennsylvania. The Company will continue indefinitely,
unless sooner terminated pursuant to the provisions of its limited liability company
agreement. The Company is engaged in proprietary trading activities.

Summary of Significant Accounting Policies

The following is a summary of significant accounting policies followed by the Company in
preparation of the financial statements.

Basis of Accounting

The Company’s accounting policies are in conformity with accounting principles generally
accepted in the United States of America (“GAAP”). The Company maintains its financial records
in United States dollars.

Management Estimates and Assumptions

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates. Future events and their
effects cannot be predicted with certainty; accordingly, accounting estimates require the
exercise of judgement. Accounting estimates used in preparation of these financial statements
change as new events occur, as additional information is obtained, and as the operating
environment changes.

Cash

The Company regularly maintains cash balances that exceed Federal Depository Insurance
Corporation (“FDIC”) limits. At December 31, 2017, the Company’s cash balance exceeded FDIC
limits by approximately $88,000.



Fair Value of Financial Instruments
Financial instruments are recorded on the trade date and reflected at fair value with change in
unrealized gains and losses reflected in net trading gains in the statement of operations.

Receivables from and Payables to Brokers or Dealers
Receivables from and payables to brokers or dealers consist of cash accounts or amounts
borrowed under short-term financing arrangements.

Revenue Recognition

The Company trades exchange traded funds (“ETFs”) on exchanges and over-the-counter for its
own account with other broker-dealers. The Company buys and sells corporate, government,
and agency bonds or other fixed income instruments that constitute an ETF portfolio. The profit
and loss is measured by the difference between the acquisition cost and the selling price or
current or fair value. Trading gains and losses, which are composed of both realized and
unrealized gains and losses, are presented net.

Income Taxes

The Company is taxed as a partnership and generally does not pay Federal or state income taxes
on its taxable income. Instead, the member is liable for Federal and state income taxes on its
proportionate shares of the Company’s taxable income. Therefore, no provision or liability for
income taxes has been included in the accompanying financial statements.

In accordance with GAAP, the Company is required to determine whether its tax positions are
more likely than not to be sustained upon examination by the applicable taxing authority, based
on technical merits of the position. Generally, the Company is no longer subject to income tax
examinations by major taxing authorities for the years before 2017. The tax benefit recognized
is measured as the largest amount of benefit that has a greater than fifty percent likelihood of
being realized upon ultimate settlement with the relevant taxing authorities. Based on its
analysis, the Company has determined that it has not incurred any liability for unrecognized tax
benefits as of December 31, 2017.

Joint Back Office Operations and Clearing Agreements

The Company does not self-clear, and the Company has engaged Goldman Sachs & Co. LLC for
clearing and settling all trades. The Company has a Joint Back Office {“JBO"”) clearing agreement
with Goldman Sachs & Co. LLC {(“GSCO”). The agreement allows JBO participates to receive
favorable margin treatment as compared to the full customer margin requirements of
Regulation T. As part of this agreement, the Company has invested $10,000 in a Class B limited
partnership interest in GSCO. The Company’s investment in GSCO is reflected in other assets in
the statement of financial condition. Under the rules of the CHX, the agreement requires that
the Company maintain a minimum net liquidating equity of $1 million with GSCO, exclusive of its



preferred stock investment.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15(c)3-1). Under this rule, the Company is required to maintain “net capital” equal to the
greater of $100,000 or 62/3% of “aggregate indebtedness”.

At December 31, 2017 the Company had $9,973,453 excess net capital to its net capital
requirement of $100,000.

Financial Instruments

Accounting Standards Codification Topic 815 (“ASC 815”), Derivatives and Hedging, requires
qualitative disclosures about objectives and strategies for using derivatives, quantitative
disclosures about objectives and strategies for using derivative instruments, and disclosures
about fair value amounts of gains and losses on derivative instruments and disclosures
about credit risk related contingent features in derivative agreements. The disclosure
requirements of ASC 815 distinguish between derivatives, which are accounted for as
“hedges” and those that do not qualify for such accounting. The Company reflects
derivatives at fair value and recognizes changes in fair value through the statement of
operations and as such do not qualify for ASC 815 hedge accounting treatment.

In the normal course of business, the Company enters into transactions in financial
instruments with off balance sheet risk including ETF fixed income instruments that may
include short positions as part of the Company’s overall trading strategy. To hedge ETF
positions, the Company may trade corporate bonds of one or more individual components
of the ETF positions held. All instruments are held for trading purposes. All positions are
reported in the accompanying statement of financial condition at fair value and gains and
losses from financial instruments are included in trading gains in the statement of
operations.

Securities sold not yet purchased, represent obligations of the Company to deliver specified
securities and thereby create a liability to repurchase the securities in the market at
prevailing prices. These transactions may result in off balance sheet risk as the Company’s
ultimate obligation to satisfy its obligation for securities sold, not yet purchased may exceed
the amount recognized in the statement of financial condition.

Risk arises from the potential inability of counterparties to perform under the terms of the
contracts (credit risk) and from changes in the values of the underlying financial instruments
(market risk). The Company is subject to credit risk to the extent any broker with whom it



conducts business is unable to fulfill contractual obligations on its behalf. The Company
attempts to minimize its exposure to credit risk by monitoring brokers with which it
conducts business and investment activities. In management’s opinion, market risk is
substantially diminished when all financial instruments are aggregated.

Guarantees

FASB ASC 460, Guarantees, requires the Company to disclose information about its
obligations under certain guarantee arrangements. FASB ASC 460 defines guarantees as
contracts and indemnification agreements that contingently require a guarantor to make
payments to the guaranteed party based on changes in an underlying {such as an interest or
foreign exchange rate, security or commodity price, an index or the occurrence or
nonoccurrence of a specified event) related to an asset, liability or equity security of a
guaranteed party. This guidance also defines guarantees as contracts that contingently
require the guarantor to make payments based on another entity’s failure to perform under
an agreement as well as indirect guarantees of the indebtedness of others.

Fair Value Measurements

Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”)
820, Fair Value Measurements and Disclosures, provides the framework for measuring fair
value. That framework provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (level 1

measurements) and lowest priority to unobservable inputs (level 3 measurements). The
three levels of the fair value hierarchy under FASB ASC 820 are described as follows:

Level 1: inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Company has the
ability to access.

Level 2: Inputs to the valuation methodology include the following:
e Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in inactive
markets;
¢ Inputs other than quoted prices that are observable for the asset or
liability;



e Inputs that are derived principally from or corroborated by
observable market data by correlation or other means.

Level 3: Inputs to the valuation methodology are unobservable and significant to the
fair value measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

The Company values its investments based on the following principles and method of
valuation:

Investments in equities listed on an exchange and which are freely transferable are valued
at their last sales price on such exchange on the date of valuation. To the extent these
securities are actively traded and valuation adjustments are not applied, they are
categorized in Leve! 1 of the fair value hierarchy. Preferred, other equities and fixed income
securities traded on inactive markets or valued by dealer quotations on an alternative
pricing source or mode! supported by observable inputs are classified within Level 2.

Investments in securities sold short, not yet purchases represent obligations to purchase
such securities at a future date. The value of the open short positions is recorded as a
liability, and the Company records an unrealized appreciation or depreciation to the extent
of the difference between the proceeds received and the value of the open short position.
The Company records a realized gain or loss when the short position is closed out. By
entering into short sales, the Company bears the market risk of increase in the value of the
security sold short in excess of the proceeds received.

The following table presents the Company's fair value hierarchy for those assets and
liabilities measured at fair value on a recurring basis as of December 31, 2017.



Assets
Securities owned:

Equities (level 1) $ 15,103,123
Bonds (level 1) S 11,748,790
Total $ 26,851,913
Liabilities
Securities sold, not
yet purchased:
Equities (level 1} $ (9,727,601)

Bonds (level 1) S (11,954,124)
Total $ (21,681,725)

The carrying value of financial instruments such as cash, accounts payable and accrued
expense approximate fair value due to the short-term nature of these financial instruments.

Related Party Transactions

The Company has entered into an expense sharing agreement with its parent company,
Hard Eight Holdings, LLC (“the Parent Company”). The Parent Company has personnel
experiences in trading, financial, managerial, and administrative matters essential or
appropriate to a securities business and maintains office space at 11 Bala Avenue, Bala
Cynwyd, PA. The Company desires to utilize the services of the Parent Company'’s personnel
to provide support services and utilize a portion of the office space for purposes of
conducting its securities business activities. Per the agreement the Parent Company will
make available to the Company support services, office space, and fixed assets. The
Company will reimburse the Parent Company for expenses incurred under the agreement.
As of December 31, 2017, the Company has a payable of $73,704 due to the Parent
Company, which is included in accounts payable, accrued expenses on the Statement of
Financial Condition.

Credit Concentration

At December 31, 2017, a significant credit concentration consisted of approximately $15
million, representing the market value of the Company's trading accounts carried by one of
its clearing brokers. Management does not consider any credit risk associated with this net
receivable to be significant.



10. Subsequent Events

The Company’s management has evaluated all known subsequent events from December
31, 2017 through February 23, 2018, the date the accompanying financial statements were

made available to be issued, and is not aware of any material subsequent events occurring
during this period.
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