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DAVE BANERJEE, CPA

An Accountancy Corporation — Member AICPA and PCAOB
- 21860 Burbank Blvd., Suite 150, Woodland Hills, CA 91367 (818) 657-0288@ FAX (818) 657-0299@ (818) 312-3283

Report of Independent Registered Public Accounting Firm
To the shafeholder of Penates Group, Inc.

Opinion on the Financial Statements
We have audited the accompanying statement of financial condition of Penates Group, Inc. (the "Company") as of
December 31, 2018, the related statement of operation, changes in stockholder’s equity and cash flows, for the year
“then ended, and the related notes (collectively referred to as the "financial statements"). In our opinion, the financial
 statements present fairly, in all material respects, the financial position of the Company as of December 31, 2018,
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.

Basis for Opinion
. These financial statements are the responsibility of the Penates Group, Inc.’s management. Our responsibility is to
express an opinion on the Company's financial statements 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 the Company 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 conducted our audits 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 statements are 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 statements, 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 statements. 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 statements. We believe that our
audit provides a reasonable basis for our opinion.

Supplemental Information

The information contamed in Schedule I, II, and III (“Supplemental Information™) has been subjected to audit
procedures performed in conjunction with the audit of the Company’s financial statements. The Supplemental -
Information is the responsibility of the Company’s management. Our audit procedures included determining
whether the Supplemental Information reconciles to the financial statements or the underlying accounting and other
records, as applicable, and performing procedures to test the completeness and accuracy of the information

- presented in the Supplemental Information. In forming our opinion on the Supplemental Information, we evaluated

* whether the Supplemental Information, including its form and content is presented in conformity with 17 C.F.R. §
240.17a-5. In our opinion, Schedules I, II, and III are fairly stated, in all material respects, in relation to the
financial statements taken as a whole.

Sua il

Dave Banerjee CPA, an Accountancy Corporation
We have served as the Company's auditor since 2017
Woodland Hills, California

February 22, 2019
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Penates Group Inc
Statement of Financial Condition

December 31,2018
Assets
Cash and cash equivalents 24,455
Receivables from clearing organization 5,030
Deposit at Clearing Organization 15,000
Accrued revenue Receivables 10,700
Total Assets 55,185

Liabilities and Stockholder’s equity

Accounts Payable and accrued liabilities _ 7.560
Total Liabilities 7,560 -
Common Stock no par value 1,000,000 25,000
Opening balance. equity ' 40
Additional paid in Capital 1,500
Retained Earnings : | : 21,085

47,625

Total Stockholders Equity

Total Liabilities and Stockholders Equity 55,185

The Accompanying Notes are an Integral Part of the Financial Statements

Penates Group In(;. | 528 Palisades Dr. #719 | Pacific Palisades, CA 90272
Phone: (480) 473-3344 ¢ Facsimile: (480) 522-3100 « www.penatesgroup.com
W Member FINRA e SIPC
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Penates Group Inc.
Statement of Operations
For the year ended December 31,2018

Revenues _
Brokerage Commissions 404,820
Interest and Dividend Income ' 327
Total revenues 405,147
Expenses
Clearing Costs 34,024
“Professional fees - 35,855
Rep payout _ 205,500
Salaries and Taxes 138.868

Total Expenses

Net Income (Loss) o (9,100)

The Accompanying Notcs are an Integral Part of the Financial Statements

Penates Group Inc. | 528 Palisades Dr. #719 | Pacific Palisades, CA 90272
Phone: (480) 473-3344 ¢ Facsimile: (480) 522-3100 » www.penatesgroup.com
Member FINRA e SIP_C
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Balance as of 12-31-2017 -
Net Income (Loss)

Balance as of 12-31-2018

Penates Group Inc.

Stafement of Shareholder Equity
For the year ended December 31, 2018

: Additional Stock
Common Paid-in retained holder
Stock Capital earnings equity
$25,000 $1500 $30984 $57,484

(£9.100)  ($9,100)
$25,000 $1,500 $30,225 $47,625 -

The Accompanying Notes are an Integral Part of the Financial Statements

" Penates Group Inc. | 528 Palisades Dr. #719 | Pacific Palisades, CA 90272
* Phone: (480) 473-3344 e Facsimile: (480) 522-3100 « www.penatesgroup.com

~Member FINRA » SIPC
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Penates Group, Inc. Statement of Cash Flows
. For Year ended December 31,2018

Cash Flows from operating Activities:

Net Income , -$9,100
- Adjustments to reconcile net income to net cash '

Provided by operating activities:

Receivables from the clearing organization » $5,030

Accrued Revenues Receivable 10,700

Accounts Payable and accrued Liabilities (7,560)
Net Cash used by by operating feven_ues | -930
Cash At beginning of the Year 31515
Cash at End of Year 36,585

The Accompanying Notes are an Integral Part of the Financial Statements
|

Penates Group Inc. | 528 Palisades Dr. #719 | Pacific Palisades, CA 90272 .
Phone: (480) 473-3344 ¢ Facsimile: (480) 522-3100 e www.penatesgroup.com
Member FINRA « SIPC
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Penates Group Inc.
Notes to Financial Statements

Note 1-Nature of Operations and Summary of Significant Accounting Policies
Nature of Operations

Penates Group Inc. (the Company), is an S Corporation which was formed under the laws
of the State of Arizona on August 27,1997. Business operations began in October of
1997, with operating revenue beginning in March of 1998. The Company is a licensed
broker/dealer, operating in metropolitan Scottsdale, Arizona, registered with the State of
Arizona and is a member of the Financial Regulatory Authority (FINRA). The Company,
'in connection with its activities as a broketr/dealer, is an introducing firm and is
prohibited from receiving funds or securities from its customers: rather the Company
utilizes a clearing broker to perform the custodial functions. The Company clears all
transactions with and for its customers on a fully disclosed basis with a clearing
broker/dealer and promptly transmits all customer funds and securities to the
clearing/broker dealer. The clearing broker/dealer carries all of the accounts of such
customers and maintains and preserves all related books and records as are customarily
kept by a clearing broker/ dealer.

- Basis of Presentation

These Financial Statements are presented in accordance with the accounting principles
generally accepted in the United States, and in accordance with the financials of broker-
dealers.

Use of Estimates

The preparation of the financial statements in conformity with the accounting principles
generally accepted in the United States of America 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
the reported amounts of revenue and expenses during the reporting period. Actual results
could differ significantly from those estimates.

~ Cash and Cash Equivalents

For the purpose of the statement of cash flows, The Company considers all highly liquid
assets having a maturity of three months or less at the time of purchase to be cash
equivalents.

Penates Group Inc. | 528 Palisades Dr. #719 | Pacific Palisades, CA 90272
- Phone: (480) 473-3344 e Facsimile: (480) 522-3100 « www.penatesgroup.com
Member FINRA ¢ SIPC
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Receivables

- At December 31,2018, receivables represent amounts due from the clearing-broker,
insurance companies and other revenue sources for transactions with a trade date prior to
year-end for which cash has not yet been received.

The Company follows the allowance method of providing for uncollectable accounts. The
allowance is determined based upon a review of individual accounts receivable and prior
history. The Company considers the receivables as of December 31.2017 to be fully
collectable: accordingly, no allowance for the doubtful accounts has been established.
The Company does not record interest charges for delinquent receivables, nor are the
’ recelvables secured.

Securities Transactions

Proprietary securities transactions and commission revenue are recorded on a trade date
basis. Liabilities for a trade-date basis purchases of securities represent obligations to the
~Company’s clearing /broker for transactions executed but not yet settled.

Revenue Recognition

The Company recognizes commissions and related clearing expenses on a trade-date
basis as securities transactions occur. Transaction fee revenues are recorded in
~accordance with the terms of the engagement agreements and where applicable,
recognized on a pro rata basis over those terms.

ASC 606 Revénue Recognition

~ Revenue is measured based on a consideration specified in a contract with a customer,
and excludes any sales incentives and amounts collected on behalf of third parties.
Penates Group Inc. recognizes revenue when it satisfies a performance obligation by
transferring control over a product or service to a customer. '

Taxes and regulatory fees assessed by a government authority or agency that are both
imposed on and concurrent with a specified revenue-producing transactlon that are
collected by Penates are excluded from revenue.

Reportable segments of revenue generated by the Company are described below.

1. Commissions: This includes the performance obligations related to transactions
that is subject to SEA Rule 10b-10 for any renumeration that would need to be

disclosed. It also includes any transaction when Penates is engaged as an agent. It
does not include net gains or losses from transactions made by Penates when
acting as principal or riskless principal. A
2. Revenue from Sale of Investment Company Shares. This includes concessions
earned from the sale of open-end mutual funds and UIT’s to the extent that they
are open-ended companies.
Penates Group Inc. | 528 Palisades Dr. #719 | Pacific Palisades, CA 90272

Phone: (480) 473-3344 » Facsimile: (480) 522-3100 « www.penatesqroup.com
Member FINRA e SIPC
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3. Revenue from the Sale of Insurance Based Products: This includes revenue from
“any ‘variable annuity or any other financial instrument that contains an insurance
and security component and includes fixed annuities.

4. Interest/Rebate/Dividend Income. This includes rebates and or / interest earned on
Securities Borrowings, reverse purchase transactions; margin interests; interest

-earned from bank sweeps into FDIC insured products and “40 Act investments
and any interest and/or di\}idends on securities held in firm inventory.

5. Fees earned: This includes fees earned from affiliated entities; investment banking
fees, M&A advisory; account supervision and investment advisory fees;
administrative fees ; 12b-1 fees, Fees earned from customer bank sweep into
FDIC insured products or from 40 Act companies and networking fees from *40
Act companies.

The new standard is in effect for fiscal years beginning July 1, 2018, and interim periods
therein, using the modified retrospective method. The Company has performed an
assessment of its revenue contracts as well as worked with industry participants on
matters of interpretation and application and has not identified any material changes to
the timing or amount of its revenue recognition under ASU 2014-09. The Company’s
~ accounting policies did not change materially as a result of applying the principles of
~ revenue recognition from ASU-2014-09 and are largely consistent with existing guidance
and current practices applied by the Company

Income Taxes

The company and its stock holders have elected to be taxed as an S Corporation for
income tax purposes. Under such election, The Company is not subject to corporate
income taxes: instead, the stock holders are liable for income taxes on their proportionate
shares of the Company’s taxable income. The income tax returns are subject to state and
federal examination for approximately the last three years. No Such examinations have
occurred :

Fair Value of Findnéial Instruments

" Fair value estimates discussed herein are based upon certain market assumptions and
pertinent information available to management as of December 31,2018. The respective
carrying value of certain on-balance-sheet financial instruments approximated their fair
values because they are short term in nature. These financial instruments include cash,
" receivables from clearing organization, deposit at clearing organization, accrued revenues
receivable, and accounts payable and accrued liabilities.

Note 2- Net Capital Requirements

The company is subject to the Securities and Exchange Commission uniform net capital
rule (SEC rule 15¢3-1) which requires the maintenance of minimum net -capital and
requires ‘that the ratio of aggregate indebtedness to net capital, both as defined shall not
exceed 15:1. At December 31, 2018 the Company had net capital of $30,221 which was

- Penates Group Inc. | 528 Palisades Dr. #719 | Pacific Palisades, CA 90272
Phone: (480) 473-3344 ¢ Facsimile: (480) 522-3100 » www.penatesgroup.com
Member FINRA o SIPC
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‘in excess of its required net capital of $5,000. The Company’s ratio of aggregate
indebtedness to net capital at December 31, 2018 was 0.22:1 which is less than 15:1.

Note 3- Reserve Requirements

The company is exempt from Securities and Exchange Commission rule 15¢3-3 under
Section (k)(2)(ii) and therefore is not required to make the periodic computation for
~ determination of reserve requirements and information relating to the possession and
control requirements under rule 15¢3-3.

: Note 4 - Off Balance Sheet Risk and Concentration of Credit Risk

As discussed in Note 1, the Company’s customers securities transactions are introduced

~on a fully disclosed basis with its clearing broker/dealer. The clearing broker/dealer
“carries all of the accounts of the customers of the Company and is responsible for the
execution, collection of payment of funds and receipts and delivery of securities relative
_to customer transactions. Off balance sheet risk exists with respect to these transactions
due to the possibility that customers may be unable to fulfill their contractual
commitments, wherein, the clearing broker/dealer may charge any losses it incurs to the
Company. The Company seeks to minimize this risk through procedures designed to
monitor credit worthiness of its customers and that customer transactions are executed
accurately by the clearing firm. '

The Company maintains its cash in bank deposit accounts, which, at times, may exceed
- federally insured limits. Accounts are guaranteed by the Federal Deposit Corporation
(FDIC) up to $250,000. At December 31, 2018, the Company had no cash in excess of
the FDIC insured limits. The Company has not experienced any losses in such accounts.

Note 5-Subsequent Events

- Management of the Company has evaluated all subsequent events through February 22,
2018, the date these financial statements were available to be issued. Based on the
review, it has been determined that there are no subsequent events that impact the
financial statements and that require disclosure.

Penates Group Inc. | 528 Palisades Dr. #719 | Pacific Palisades, CA 90272
Phone: (480) 473-3344 e Facsimile: (480) 522-3100 « www.penatesgroup.com
Member FINRA e SIPC
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Penates Group Inc.

“Schedule I

Computation of Net Capital under Rule 15¢3-1 of the

Securities and Exchange Commission
December 31,2018

~ Total Stockholder’s Equity from Statement of
Financial Condition

Total not allowed for net capital

Total ownership equity qualified for net capital

Computation of Net Capital

Minimum Net Capital Required NC (6.67% Aggr.Ind)
Or $5,000 whichever is greater

Excess Net Capital

Aggregate Indebtedness

Ratio of Al/Net Capital

Reconciliation:

$41,221

$(5,000)
$36,221

$5,000
$31,221, -
$8,247

0.22:1

There was no difference noted between the Audit and the FOCUS Report

filed at December 31, 2018.

" The Accompanying Notes are an Integral Part of the Financial Statements

" Penates Group Inc. | 528 Palisades Dr. #719 | Pacific Palisades, CA 90272
Phone: (480) 473- 3344 « Facsimile: (480) 522-3100 e www.penatesgroup.com

Member FINRA ¢ SIPC
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Schedule I1
Determination of Reserve Requirements
Under Rule 15C3-3 of the Securities and Exchange Commission

The Company is exempt from the Reserve Requirement of computation
: according to provision of Rule 15¢3-3(k)(2)(it)

Schedule ITI
~ Information Relation to Possession or Control
Requirements under the (k)(2)(ii) exemptive provision

~ The Company is exempt from the Rule 15¢3-3 as it relates to Possession and Control
‘requirements under the (k)(2) (ii) exemptive provision.

Schedule IV

Independent Accountant’s Report on Applying Agreed-Upon Procedures
Related to an Entity’s SIPC Assessment Reconciliation

The Company is exempt from the Rule 17a-5(4) as it meets the minimum assessment as
For in Section 4(d)(1) of The Securities Investor Protection Act of 1970, as amended.

Penates Group Inc. | 528 Palisades Dr. #719 | Pacific Palisades, CA 90272
Phone: (480) 473-3344 o Facsimile: (480) 522-3100 « www.penatesgroup.com
Member FINRA e SIPC
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To thé shareholder of
Penates Group, Inc.

We have reviewed management’s statements, included in the accompanying Penates Group, Inc.
Exemption Report in which (1) Penates Group, Inc., identified the following provisions of 17 C.F.R.
§15¢3-3(k) under which Penates Group, Inc. claimed an exemption from 17 C.F.R. §240.15¢3-3:
(k)(2)(ii) (the “exemption provision”) and (2) Company, stated that Penates Group, Inc. met the identified
exemption provision throughout the most recent fiscal year of 2018, without exception. Penates Group,
Inc.’s management is responsible for compliance with the exemption provision and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and accordingly, included inquiries and other required procedures to
obtain evidence about the Company’s compliance with the exemption provision. A review is
substantially less in scope than an examination, the objective of which is the expression of an opinion on
" management’s statements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management’s statements referred to above for them to be fairly stated, in all material respects, based on
the provisions set forth in paragraph (k)(2)(ii) of Rule 15¢3-3 under the Securities Exchange Act of 1934.

Q'QN« L =

-Dave Banerjee CPA, an Accountancy Corporation
We have served as the Company’s auditor since 2017
Woodland Hills, California
February 22, 2019
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- Assertions R'egarding ‘EXémptip.n Provisions

i 'We,}aspriﬁcipals of Penates. Group, Inc. (“the conipanyf’),:.are responsible for compliance with |
.the annual reporting requirements undér Rule 17a-5 of the Securities Exchange Act of 1934.

" - Ttiose requirertients compel a broket or dealer to file annual reports ~with Securities Exchange

‘Commission (SEC)-and the broker or dealer’s desigriated examining authority (DEA). One of the -
" reports to. be included inthe annual filing is an exerhption report prepared by an independent - -

.- . public accouritant based upona review-of assértions provided by the broker or dealer. Pursuantto

-+ that requirgment; principals of the Co‘_mgany_‘hgreby make the following assertions:
.. 5Idéntiﬁqd Exemption Provision: "~ -

The Cérﬁpaﬁy’ claims exemption from the custody and reserve ﬁrovi'sions of Rule15¢3-3 by .

e opetating under the exemption provided by Rule 15¢3-3, (k)(2)(i)-

. Statement

Regarding Meeting Fxem tion Provision: .
- “The ,Qér‘npﬁny miet 'tl'ie,idéntiﬁegii exemption -pmy_i.isioh"_w;thout 'exceptibn thiroughout the most
" recent fiscal year: starting January. I, 2018 through December 31,2018." ' e
"Péﬂéfgs"("ir().up,’ Inc ot
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