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OATH OR AFFIRMATION

I, BianFriedman _» swear (or affirm) that, to the best of

my knowledge and behef the accompanying ﬁnancla] statement and supportmg schedules pertaining to the firm of
PARAGON HEALTH CAPITAL LLC ., 88

of December 31~ o 20 19 , are true and correct. I further swear (or affirm) that
nelther the company nor any partner, proprietor, prmclpal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

CEO

Title

KRISTA ASHLEY BRENNAN
” Official Seal

sintary Public - State of Illinois
ThlS report ** contains (check all applicable boxes): .y Commission Expires Apr 11, 2023 §
(a) Facing Page. s rn it

(b) Statement of Financial Condition,

(c) Statement of Income (Loss) or, if thete is other comprehensive income in the period(s) presented a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation $-X).

(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.

[J (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation, :

() An OQath or Affirmation.

[ | (m) A copy of the SIPC Supplemental Réport;

CITrrrm

[J (n) Areportdescribingany material inadequacies found to exist.or found to have existed since the date of the previous audit;

**For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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Report of Independent Registered Public AécOUnting Firm
To the Member of Paragon Health Capital, LLC

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Paragon Health Capltal LLC (the
Company) as of December 31, 2019, and the related notes to the financial statement (collectively, the
financial statement). In our opinion, the financial statement presents fairly, in all material respects, the
financial position of the Company as of December 31, 2019, in conformity with accounting principles
generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responSIblllty 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 the Company in accordance with U.S. federal securities laws
and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

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. The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. As part of our audit
we are required to obtain an understanding of internal control over financial reporting but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal control over financial
reporting. Accordingly, we express no such opinion.

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.

We have served as the Company's auditor since 2019.

Chicago, lllinois
January 31, 2020

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING
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Paragon Health Capital, LLC

(A LIMITED LIABILITY COMPANY)

ASSETS

Cash
Prepaid expenses

TOTAL ASSETS

LIABILITIES AND MEMBER'S EQUITY
LIABILITIES
Accounts payable and accrued expenses

Due to Parent
Acciued bonuses

"TOTAL LIABILITIES

MEMBER'S EQUITY

Statement of Financial Condition
As of December 31, 2019

- TOTAL LIABILITIES AND MEMBER'S EQUITY

See Notes to Financial Statement.

$ 2,817,686
905

$__ 2,818,591
$ 27,560
77,764
141,647
246,971
2,571,620

$ 23818591



Paragon Health Capital, LLC

(A LIMITED LIABILITY COMPANY)
Notes to Financial Statement
December 31, 2019

1. Organization and Nature of Business

Paragon Health Capital, LLC (the "LLC") was established in the state of Delaware on January 14, 2019. It is a registered
broker dealer and is a member of the Financial Industry Regulatory Authority, Inc. (FINRA). Although the Company is not
exempt from SEC Rule 15¢3-3, it does not take custody of any customer funds or securities. The LLC was approved for
FINRA and SEC membership and commenced operations on July 11, 2019. The LLC's primary business activity is to
facilitate the private placement of securities. The Company facilitates all secutrities activities from its office at 330 North
Wabash Avenue in Chicago, Illinois. . '

2. Significant Accounting Policies

Basis of Accounting - The financial statements are prepared using the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America (U.S. GAAP).

Cash and cash equivalents - The LLC considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents. Cash and cash equivalents consist of funds maintained in a checking account held at
financial institutions.

Revenue recognition - Theé LLC's fee income is comprised of private placement fees, which are earned only when capital is
raised and closings are effected, in accordance with the terms of the contracts with clients.

Private placement fees may be earned based upon a percentage of funds raised and/or a flat fee

Revenue for private placement fees is generally recognized at the point in time that performance under the arrangement is
completed (the closing date of the transaction). Fees received from customers subsequent to recognizing revenue are reflected
as contract assets. At December 31, 2019, no retainers had been received and the LL.C did not report any deferred revenues.

Income taxes — The LLC is wholly owned by Paragon Biosciences, LLC ("Member") and is treated as a disregarded entity for
tax reporting purposes, No provision for income taxes is recorded since the liability for such taxes is that of the Member rather
than the LLC. The Member's income tax returns are subject to examination by the federal and state taxing authorities, and
changes, if any, could adjust the individual income tax of the Member. All prior periods are open to examination.



Paragon Health Capital, LLC

(A LIMITED LIABILITY COMPANY)
Notes to Financial Statement
December 31, 2019

2. Significant Accounting Policies (Continued)

Uncertain tax positions - The LLC has adopted the provisions of Financial Accounting Standards Board (FASB) Topic 740,
Accounting for Uncertainty in Income Taxes ("Uncertain Tax Position"). This accounting guidance prescribes recognition
thresholds that must be met before a tax position is recognized in the financial statements and provides guidance on de-
recognition, classification, interest and penalties, accounting in interim periods, disclosure, and transition. Under Uncertain
Tax Position, an entity may ‘only recognize or continue to recognize tax positions that meet a "more likely than not" threshold.
The LLC has evaluated its tax position as of December 31, 2019, and does not expect any material adjustments to be made.

Use of estimates - The préparation of financial statements in conformity with accounting principles generally accepted in the
United States of America réquires the LLC to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities as of the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates.

3. Related Party Transactions

For the year ended December 31, 2019, the LLC had an expense sharing agreement in place with Member, Paragon
Biosciences, LLC. The agreement permits the allocation of certain shared expenses to the broker dealer. The balance due to
the parent as of December 31, 2019 was $77,764. The shared expenses consist of compensation, professional fees, insurance
and other expenses incurred in the normal course of business.

‘ 4. Accounts Receivable and Allowance for Doubtful Accounts

The determination of the amount of uncollectible accounts is based on the amount of credit extended and the length of time
each receivable has been outstanding. The allowance for uncollectible amounts reflect the amount of loss that can be
reasonably estimated by management. No allowance for doubtful accounts was recorded as of December 31, 2019.

5. Net Capital Requirements

The LLC is subject to the SEC 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 15to 1, or 8 to 1 in
the first year of operations. ‘At December 31, 2019, the LLC had net capital of $2,570,715 which was $2,539,844 in excess of
its required net capital of the higher of $5,000 or 12.5% of aggregate indebtedness at December 31, 2019, of $30,871. The
LLC's ratio of aggregate indebtedness to net capital was 10%. The net capital rules may effectively restrict the distribution of
equity to the Parent.

6. Concentrations of Credit Risk

Cash - The LLC maintains principally all cash balances in one financial institution which, at times may exceed the amount
insured by the Federal Deposit Insurance Corporation. The exposure to the LLC is solely dependent upon daily bank balances
and the respective strength of the financial institution. The LL.C has not incurred any losses on this account. As of December
31, 2019, the amount in excess of insured limits of $250,000 was $2,567,686.



Paragon Health Capital, LLC

(A LIMITED LIABILITY COMPANY)
Notes to Financial Statement
December 31, 2019

7. Subsequent Events

The Company has evaluated events and transactions that occurred between January 1, 2020 and Januvary 31, 2020, which is the
date the financial statements were issued, for possible disclosure and recognition in the financial statements.

8. Indemnifications

In the normal course of its business, the LLC indemnifies and guarantees certain service providers against specified potential
losses in connection with their acting as an agent of, or providing services to, the LL.C. The maximum potential amount of
future payments that the LLC could be required to make under these indemnifications cannot be estimated. However, the LLC
believes that it is unlikely it will have to make material payments under these arrangements and has not recorded any
contingent liability in the financial statements for these indemnifications.

The LLC provides representations and warrantiés to counterparties in connection with a variety of commercial transactions and

occasionally indemnifies them against potential losses caused by the breach of those representations and warranties. The LLC

may also provide standard indemnifications to some counterparties to protect them in the event additional taxes are owed or

paymients are withheld, due either to a change in or adverse application of certain tax laws. These indemnifications generally

are standard contractual terms and are entered into in the normal course of business. The maximum potential amount of future -
- payments that the LLC could be required to make under these indemnifications cannot be estimated. However, the LLC

believes that it is unlikely it will have to make material payments under these arrangements and has not recorded any

contingent liability in the financial statements for these indemnifications.

9. Lease Accounting

In connection with new FASB standard 842 regarding leases, which takes effect as of the first day of the fiscal year after
December 31, 2018, management has evaluated the financial impact the standards will have on the LLC’s financial statements
using a modified retrospective transition approach. The LLC has an expense sharing arrangement with its Parent, whereby the
Parent allocates a percentage of the overall rent expense to the Company based upon occupancy. The Company does not
possess control over the lease terms. As such, the Company does not have an obligation to record a right to use asset or an
offsetting lease obligation. There is no impact to the Company’s net capital.



Paragon Health Capital, LLC

Schedule of SIPC Assessment and Payments

For the Year Ended December 31, 2019



_Paragon Health Capital, LLC

(A LIMITED LIABILITY COMPANY)
DECEMBER 31, 2019
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Report of Independent Registered Public Accounting Firm on Applying Agreed-Upon Procedures
To the Member Paragon Health Capital, LLC

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934 and with the SIPC Series
600 Rules, we have performed the procedures enumerated below, which were agreed to by Paragon
Health Capital, LLC (the Company) and the Securities Investor Protection Corporation (SIPC) with
respect to the accompanying General Assessment Reconciliation (Form SIPC-7) of the Company for the
year ended December 31, 2019, solely to assist you and SIPC in evaluating the Company’s compliance
with the applicable instructions of the General Assessment Reconciliation (Form SIPC-7). The Company's
management is responsible for the Company’s compliance with those requirements. This agreed-upon
procedures engagement was conducted in accordance with the standards of the Public Company
Accounting Oversight Board (United States) and 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. Comparé‘d the listed assessment payments in Form SIPC-7 with respective cash disbursement
record entries, noting no differences.

2 Compared the Total Revenue amounts reported on the annual audited report Form X-17A-5 Part il
for the year ended December 31, 2019, as applicable, with the Total Revenue amounts reported in
Form SIPC-7 for the year ended December 31, 2019, noting no differences.

3... Compared any adjustments reported in Form SIPC-7 with supporting schedules and working
papers, noting no differences. '

4. Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers supporting the adjustments, noting no differences.

We were not engaged to, and did not, conduct an examination or review, the objective of which would be
the expression of an opinion or conclusion, respectively, on compliance with the applicable instructions of
the Form SIPC-7. Accordingly, we do not express such an opinion or conclusion. 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.

Chicago, Iilinois
January 31, 2020

THE POWER OF BEING UNDERSTOOD
AUDIT| TAX | CONSULTING
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SECURITIES INVESTOR PROTECTION GORPORATION

SIPG-7 P.0. Box 92185 Washington, D.C. 20090-2185
s 202-371-8300
(36-REV 12/18) General Assessment Reconclliation

For the fiscal year endad Docember 31, 2019
{Read carefully the instructions In your Working Copy before campleting this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

SIPG-7

(36-REV 12/18)

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no, and month in which fiscal year ends for S
purposes of the audit requirement of SEC Rule 17a-5: nQ-
. Note: It any of the information shown on the Py
I‘ Paragon Health Capital, LLC mailing label requires correotion, please e-mail ¢y
450 Central Avenue, #202 . : any correctiohns'to !o;r{l%sipc.org and so =
L . , indicate on the form filed. -
‘Highland Park, IL. 60035 indica =
' : Name and telophone number of person to o=
8-70289 contact respecting this form. [ e )
|; | | Jay Gettenberg 212-668-8700 =
2. A. General Assessment (item 26 from page 2) $3,424
B. Leés payment made with SIPC-6 filad (exelude Interest) | )
Date Paid
C. Less prior overpayment applied ( . )
D. Assessment balance due or (overpayment) 3'424
E. Interest computed on late payment (see instruction E) for days at 20% per annum
F. Total assessment balance and interest due {or overpayment carried forward) $3'424
G. PAYMENT: v the box
Gheck mailed to P.0. Box[_] Funds Wired[ ] AcHI:I 13,404
Total {(must be same as F above)
H. Overpayment carried forward $( )
3. Subsidiarles (S) and predecessors (P) included in this form (give name and 1934 Act registration number);
The SIPC member submitting this form and the
person by whom it is execulsed represent thereby T
that all intormation conlained herein is true, correct Paragon Health Cap lt,al' LLC
and comp [ate. . lNa?u of cawmmhm or olher organization)
: / - fAutharized Signalure)
Dated the 13th day of January , 20 20 i FINOP
(Titte)
This form and the agssessment payment Is due 60 days after the end of the fIscal year. Retaln the Working Copy of this form
for a period of not Iess than 6 years, the latest 2 years It an esaslly accessible place.
e2 Dates: : . '
= . Postmarked Received Reviewed
E Calculations ' Documentation._____ Forward Copy e
i . .
eo Exceptions:
= ;
» Disposition ot exceptions:



. DETERMINATION OF “SIPC NET OPERATING REVENUES”

AND GENERAL ASSESSMENT Amounts for the tiscal period

beginning January 1, 2019
and endlngnmmmuma

Eliminate cents

Item No.
2a, Total revenug (FOCUS Line 12/Part I1A Line 9, Code 4030) $2,282,747

2b. Additions:
(1) Total revenues fram the securities business of subsldianes (except foreign subsidiariss) and

predecessors not included above.

(2) Net loss from prmc:pal transactions in securities in trading accounts.

{3) Net loss from principal transactions in commodities In trading accounts,

{4) Ilnterest and dividend iexpense deducted in delermining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securities.

(6) Expenses other than édvertising. prin!ing; registration fees and legal fees deducted in determining net

protit from management of or participation in underwriting or distribution of sscurities.

{7) Net loss from securities in Invéstment accounts.

Total additions

2¢. Deductions;
{1) Revenues from the distribution of shares of a ragistered open end investment company or unit
investment trust, from the sale of variable annuities, from the business of Insurance, from investment
advisory services rendered 1o registered investment companies or insurance company separate

accounts, and from transactions in security futures produels.

{2} Revenues from commodity transactions.

(3) Commissions, floor brokerage and clearance paid to other SIPC members in connection with
securitias transactions.

(4) Reimbursements for postage In connection with proxy solicitation,

(5) Net gain from securitiés in invéstment accounts.

(6) 100% of commissions and markups earned from lransactions in {i) certificates of deposit and
(). Treasury bills, bankers acceptances or commerclal paper that mature nine months or less
from issuance date.

{7) Direct expenses of printing advertising and legal fees incurred In connection with other reveaue

related to the securities business {revenue delined by Section 16(3){L) of the Act).

(8) Other revenue not related either directly or indirectly to the securilies business.
{Sse Instruction C}:

(Deductions in excess of $100,000 require documentation)

(9) (i) Total intarast and dividand expense {FOCUS Line 22/PART IIA Line 13,
Code 4075 plus line 2b(4) above) but not In axcess
of total intezest and dividend income,

(ii) 40% of margin interast earned on customers securities
accounts (40% of FOCUS line 5, Code 3360).

Enter the grealer‘oit line (i) or (il)

Total deductions

« 2,282,747

2d. SIPC Net Operating Revenues “
3,424

20. General Assessment @ .0015 . $
' (to page 1, line 2.A.)



