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OATH OR AFFIRMATION
1, Marsholl Beeker KQLLM'M\ R LQ/VW\'@ , swear (or affirm) that, te the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
— First Fquity Capital Securities, Inc ' » 88
of December 31, ,200 03, aretrue and correct, I further swear (or affirm) that

neither the company nor any partner, proptietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, ¢xcept as follows:

neone.
Signature
Cee
Title
T My Fhdlle, g
Notary Public ‘:"m Mo, 1375550
=My i Mow York Sounly
This repott ** contains (check all applicable boxes): Conmitssion E:N'"N.Q":W“ %W looy
X] (a) Facing Page.

X1 (b) Statement of Financial Condition.

X1 (c) Statement of Income (Loss),

£1 (d) Statement of Changes in Finaneial Condition,

23| (¢) Statement of Changes in Stockholders’ Equity ot Partners’ or Sole Proprietors® Capital.

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

X (g) Computation of Net Capital.

X m) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

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

X7 () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
0 Computation for Determination of the Reserve Requirements Undey Exhibit A of Rule 15¢3-3.

1

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

() An Qath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

a
P (n). Areportdescribin anxmatqrial inadequacies found to exist of found to have existed since the date of the previous audit.
(o)}Independent Auditors' Supplementary Report on Internal Accounting

**For mglgﬂgﬁg)lcbnﬁdemial treatment of certain portions of this filing, see section 240.17a-5(¢)(3),



- v

02/28/2804 11:;£9 16177341392  BROOKLINE COURTYARD PAGE 83

FIRST EQUITY CAPITAL
SECURITIES, INC.

FINANCIAL STATEMENTS

DECEMBER 31, 2003




p2/28/2884  11:59 16177341392 BROOKL INE COURTYARD PAGE 84

FIRST EQUITY CAPITAL SECURITIES, INC.

TABLE OF CONTENTS

YEAR ENDED DECEMBER 31, 2003

Independent Auditors' Report
Balance Sheet

Statement of Operations
Statement of Stockholders' Equity
Statement of Cash Flows

Notes to Financial Statements 6-7

Supporting Schedules:
Computation of Net Capital Pursuant to Rule 15¢3-1 8
Computation for Determination of the Reserve
Requirements and Information Relating to
Possession or Control Requirements for Brokers
and Dealers Pursuant to Rule 15¢3-3 9
Reconciliation of the Audited Computation of Net

. Capital and Focus Report - Part IIA Pursuant
to Rule 17A-5 10
Independent Auditors' Supplementary Report on
Internal Accounting Control 11-12



g2/28/2084 11:59 161773413382 ‘ ‘ BROOKLINE COURTYARD -~ ‘ PAGE -+ 85

BARON & BARON
Certified Public Accountants
250 West 57" Street, Suite 724
New York, NY 10107
Tel (212) 586-8070 * Fax (212) 265-0059

INDEPENDENT AUDITORS' REPORT

Board of Directors
First Equity Capital Securities, Inc.
New York, NY

We have audited the accompanying balance sheet of First Equity Capital Securities, Inc. as of
December 31, 2003 and the related statements of income, stockholders' equity and cash flows for
the year 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
audit.

We conducted our audit in accordance with generally accepted auditing standards. 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 andit provides a
reasonable basis for our opinion.

In our opinjon, the financial statements referred to above present fairly, in all material respects, the
financial position of First Equity Capital Securities, Inc. as of December 31, 2003, and the results

of their operations and their cash flows for the year then ended in conformity with generally
accepted accounting principles.

Our audit was conducted for the purpose of expressing an opinion on the basic financial statements
taken as a whole, The information contained on pages 8 through 10, inclusive, is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rules 15¢3-1, 15¢3-3 and 17a-5 of the Securities and
Exchange Commission. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects
in relation to the basic financial statements taken as a whole.

27
i
.

New York, NY
January 22, 2004
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Page 2
FIRST EQUITY CAPITAL SECURITIES, INC.
BALANCE SHEET
'DECEMBER 31, 2003
ASSETS
Current assets: :
Cash and cash equivalents $ 19,953
Prepaid expenses and other assets _3.39%
Total current assets : 23,548
Property and equipment, net of accumulated
depreciation of $27,449 (note 2) 20,652
Deposits _ 6365
50.565
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued expenses $ 3,035
Notes payable, stockholders - subordinated (note 3) 60,000
63,035
Stockholders' equity:
Common stock, $.01 par value; 100 shates
authorized; 20 shares jssued and outstanding 1
Additional paid-in capital 121,307
Retained earnings (133.778)
(12,470)
$_50.565

. The accompanying notes are an integral part'of the financial statements.
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FIRST EQUITY CAPITAL SECURITIES, INC.
STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2003

Revenues:
Commissions
Interest income

Expenses:
Officers’ compensation and benefits
Occupancy and equipment rental
Professional fees
Telephone and communications
Travel and entertainment
Insurance
Other operating expenses

Loss before provision for income taxes
Provision for income taxes

Net loss

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

PAGE 87

Page 3

(82,001)
13,591

95,5
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. Pagé 4
FIRST EQUITY CAPITAL SECURITIES, INC. '
' STATEMENT OF STOCKHOLDERS' EQUITY
YEAR ENDED DECEMBER 31, 2003
Additional

Common paid-in Retained

Total __stock =~ _capital =~ _earnings
January 1, 2003 $ 83,122 $1 $ - $ (38,186)
Net loss (95.592) - - 5.592)
December 31, 2003 470 31 $121.307 $(133.778)

The accompanying notes are an integral part of the financial statements,
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FIRST EQUITY CAPITAL SECURITIES, INC.

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2003

Cash flows from operating activities;
Net loss
Adjustments to reconcile net loss to net
cash provided by operating activities:
Depreciation and amortization
Changes in assets and liabilities:
Prepaid expenses and other assets
Accounts payable and accrued expenses

“Net cash used by operating activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplementary disclosure of cash flow informations:

Cash paid during the year for:
Income tax

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

PAGE @9

Page 5

$(95,592)

976

8,590
(8,642)

(94,668)
(94,668)

114.621

$ 19,953

$ 13,300
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FIRST EQUITY CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

1. Organization:

The Company was incorporated in the State of New York on May 28, 1993 to engage in the
brokerage and investment advisory business.

2. Significant accounting policies:
a. Revenue recognition:

Consulting and advisory fee revenue was recognized when services provided were
substantially completed.

Transactions in securities and related commission expense are recorded on a trade date basis.
Securities owned are stated at quoted market values, Investments not readily marketable
were valued at fair value as determined by the Board of Directors. Unrealized gains and
losses are included in results of operations.

b. Income taxes:
The Company, with the consent of its stockholders, has elected to have its income taxed as
an "S" corporation under the Internal Revenue Code which provides that, in lieu of corporate

income taxes, stockholders are taxed individually on the Company’s taxable income.

¢. Organization costs:

Organization costs are amortized over a five year period on a straight-line basis beginning
January 1, 1993. ’

d. Cash and cash equivalents:

Cash and cash equivalents include time deposits, certificates of deposit and all highly liquid
debt instruments with original maturities of three months or less.
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Page 7
FIRST EQUITY CAPITAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

2. Significant accounting policies: (Continued)
e. Property and equipment:
Property and equipment are stated at cost. Depreciation is computed over the useful lives of
the assets using both the straight-line and declining balance methods. Expenditures for
repairs and maintenance are charged to operations in the period incurred.

3. Notes payable, stockholders, subordinated: | ,

Notes payable to the Company’s stockholders are non interest bearing and are subordinated to
all creditors, The loans are subordinated until the maturity dates as follows:

April 20, 2004 $30,000
June 21, 2004 30.000
$60,000

4. Net capital requirements:

As a registered broker/dealer, the Company is subject to the Securities and Exchange
Commission's net capital rule which requires that the Company maintain a minimum net capital
as defined, of 12.5% of aggregate indebtedness during the Company's first twelve months in
business, or $5,000, whichever is greater. The Company agreed to maintain 120% of its
minimum net ¢apital requirements, or $6,000, in accordance with SEC Rule 17a-11(b)(1).

Net capital and aggregate indebtedness change from day-to-day, but, as of December 31, 2003,
the Company had net capital of $16,918 which exceeded requirements by $10,918.

5. Pension plan:

The Company sponsors a profit sharing plan which covers all employees meeting the age and
length of service requirements of the Plan. Contributions to the Plan are at the discretion of the
Company's Board of Directors. Pension expense charged to operations for the year ended
December 31, 2003 was $60,000.
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FIRST EQUITY CAPITAL SECURITIES, INC.

COMPUTATION OF NET CAPITAL REQUIREMENTS
PURSUANT TO RULE 15¢3-1

DECEMBER 31,2003

Credits:
Stockholders’ equity
Notes payable, stockholders - subordinated

Debits:
Nonallowable assets;
Prepaid cxpenses and other assets
Deposits
Property and equipment

Net capital

Minimum net capital requirements - greater of
12.5% of aggregate indebtedness or $6,000

Net capital in excess of requirements

Ratio of aggregate indebtedness to net capital

Aggregate indebtedness:
Accounts payable and accrued expenses

PAGE + 12

Page 8

$(12,470)
60,000
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FIRST EQUITY CAPITAL SECURITIES, INC. :
COMPUTATION FOR DETERMINATION OF THE RESERVE
REQUIREMENTS AND INFORMATION RELATING TO
POSSESSION OR CONTROL REQUIREMENTS FOR
BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3

DECEMBER 31, 2003

The Company does not effect transactions for anyone defined as a customer under Rule

15¢3-3. Accordingly, there are no items to report under the requirements of this rule.
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o Page 10
FIRST EQUITY CAPITAL SECURITIES, INC.
RECONCILIATION OF THE AUDITED COMPUTATION OF
NET CAPITAL AND FOCUS REPORT - PART IIA
PURSUANT TO RULE 172-5

DECEMBER 31, 2003

There is no difference between the audited computation of net capital and the cotresponding Focus

Report - Part ITA.
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FIRST EQUITY CAPITAL
SECURITIES, INC.

INDEPENDENT AUDITORS'
SUPPLEMENTARY REPORT ON
INTERNAL ACCOUNTING CONTROL

DECEMBER 31, 2003
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Page 11

BARON & BARON
Certified Public Accountants
250 West 57 Street, Suite 724
New York, NY 10107
Tel (212) 586-8070 * Fax (212) 265-0059

INDEPENDENT AUDITORS' SUPPLEMENTARY REPORT
ON INTERNAL ACCOUNTING CONTROL

Board of Directors
First Equity Capital Securities, Inc.
New York, NY

In planning and performing our audit of the financial statements of First Equity Capital Securities,
Inc. for the year ended December 31, 2003, we considered its internal control structure, including
procedures for safegnarding 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.

We also made a study of the practices and procedures followed by the Company in making the
periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and the
procedures for deter-mining compliance with the exemptive provisions of rule 15¢3-3. We did not
review the practices and procedures followed by the Company in making the quarterly securities
examinations, counts, verifications and comparisons, and the recordation 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. 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 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 propetly 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. |
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Page 12

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 become 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 exrors or itregularities in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely petiod by
employees in the normal course of performing their assigned functions. However, we noted no
matters involving the internal control structure, including procedures for safeguarding securities,
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 Commission 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, 2003, to meet the

Commission's objectives.

This report recognizes that it is not practicable in an organization the size of the Company's to
achieve all the divisions of duties and cross-checks generally included in a system of internal

accounting control and that alternatively greater reliance must be placed on surveillance by
management,

This report is intended solely for the use of management, the Securities and Exchange Commission,
the National Association of Securities Dealers, Inc. and other regulatory agencies which rely on Rule
17a-5(g) under the Securities Exchange Act of 1934, and should not be used for any other purpose.

oo fo

New York, NY
January 22, 2003



