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OATH OR AFFIRMATION

L TESS L AETIRSON , swear (or affirm) that, to the best
of my knowledge and belief, the accompanying financial statement and supporting schedules pertaining to the firm of
First Capital Investments, LLC ,as of December 31 ,20__ 04 , are true

and correct. I further swear (or affirm) that neither the company nor any partner, proprietor, principle officer, or director has
any proprietary interest in any account classified solely as that of 2 customer except as follows:

R S
SUS“—\“J MILLER
NCOTARY PUBLIC
STATE OF COLORADO

Mﬁﬁ

Signature

EEEaER Principal
Title

Seonn Nl 2 208

Notary Public

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

(a) Facing page

(b) Statement of Financial Condition

(¢) Statement of Income (Loss)

(d) Statement of Changes in Financial Condition

() 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

(j) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation of 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 Qath or Affirmation
{m) A copy of the SPIC Supplemental Report
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

OXK 0O OXXECOKXEEN

**For conditions of confidential treatment of certain portions of this filing, see section 240.]17a-5(e}(3).
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Financial Statements
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(with Report of Independent Auditors Thereon)



Cor dovano Cl}’ld H. Ol’l€Ck LLP. Certified Public Accountants
201 Steele Street
Suite 300
Denver, Colorado 80206
(303) 329-0220 Phone
(303) 316-7493 Fax

Report of Independent Aunditors
To the Membership of:
First Capital Investments, LLC

We have audited the accompanying statement of financial condition of First Capital Investments, LLC (the
“Company™) as of December 31, 2004, and the related statements of operations, changes in membership
capital, and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities
Act of 1934. 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 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 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 audit provides a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of First Capital Investments, LLC as of December 31, 2004, 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.

As explained in Note 2 to the financial statements, the Company conducted the majority of its operations
with affiliate companies during the year ended December 31, 2004.

QOur audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules I, II, IIl, and IV is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17A-5 under the Securities Exchange Act of 1934. 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.

WW W Honeek . LLP

Cordovano and Honeck, LLP
Denver, Colorado
January 13, 2005
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FIRST CAPITAL INVESTMENTS, LLC
Balance Sheet

December 31, 2004
Assets
Current assets:
Cash and cash equivalents...........cccoociviiiiiii 3 67,810
Prepaid expenses and other.............oo.coo 2,100
Total current as5€18. . .ovvereiireriiiieeineninens AT 69,910
Property and equUipment, NEt............oociviiinirtiriiiiie e 5,810
Other assets:
DIEPOSIE. e+ttt st et 6,000
Due From related party (NOte 2)........oooviiiiiiiiiii i —
Intangible asset, net NOTE 3).. . vviiviiniii i 25,840
§___ 107,560
Liabilities and Membership Capital
Current liabilities:
Accounts payable and accrued liabilities..................... £ 5,904
Total current labihities......coooviviiii 5,904
Membership capital.............cooiiiiiiiiii 101,656
5__ 107,560

See accompanying notes to financial statements

-
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FIRST CAPITAL INVESTMENTS, LLC
Notes to Financial Statements

(@3] Organization, Presentation and Summary of Significant Accounting Policies

Organization and Basis of Presentation

First Capital Investments, LLC (the “Company”) was organized in the State of Colorado on April 23, 2002.
The Company is an NASD member firm. After conducting limited trading in 2002 and 2003, in 2004, the
Company suspended trading activities. First Capital Investments, Inc., its predecessor, (the “Predecessor”)
was incorporated in the State of Colorado on January 31, 1995 for the purpose of providing investment-
banking services. Investment banking services revenue was derived principally from commissions and
advisory fees.

Use of Estimates

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

Cash and Cash Equivalents

The Company considers all highly liquid securities with original maturities of three months or less when
acquired to be cash equivalents.

Property and Equipment

Property and equipment are stated at cost. Depreciation is calculated using the straight-line method over the
estimated useful lives of the related assets, generally ranging from three to seven years. Leasehold
improvements are amortized using the straight-line method over the estimated useful lives of the assets or the
term of the lease, whichever is shorter.

Investments
Securities not readily marketable are carried at cost, as determined by management.

Intangible Assets
Intangibles consist of a securities broker-dealer license and NASD membership acquired from an unrelated
third-party. Intangibles are amortized using the straight-line method over a period of five years.

Impairment of Long-Lived Assets

The Company evaluates the carrying value of its long-lived assets under the provisions of Statement of
Financial Accounting Standards No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets
(Statement No. 144). Statement No. 144 requires impairment losses to be recorded on long-lived assets used
in operations when indicators of impairment are present and the undiscounted future cash flows estimated to
be generated by those assets are less than the assets’ carrying amount. If such assets are impaired, the
impairment to be recognized is measured by the amount by which the carrying amounts of the assets exceed
the fair value of the assets. Assets to be disposed of are reported at the lower of the carrying value or fair
value, less cost to sell.

Income Taxes
The Company is taxed as a partnership under the Internal Revenue Code and a similar state statute. In lieu of
income taxes, the members of the LLC are taxed on their proportionate share of the LLC’s taxable income.

Therefore, no provision or liability for Federal or state income tax is included in the accompanying financial
statements.



FIRST CAPITAL INVESTMENTS, LLC
Notes to Financial Statements

Securities transactions
Proprietary securities transactions are recorded on the trade date, as if they have settled. Profit and loss
arising from all securities transactions entered into for the account and risk of the Company are recorded on a

trade date basis. Revenues and expenses from investment banking services and commissions are recognized
based on the terms of each individual agreement.

(2) Related Party Transactions

The Company received payments of $-0- from an affiliate during the year ended December 31, 2004 pursuant
to a written agreement to provide the affiliate with basic broker-dealer operations at $20,000 per month. The
agreement was amended in July 2003 to reduce the monthly payment to §15,000. The Company recognized

related party revenue totalling $15,000 during the year ended December 31, 2004 and deferred $-0- until
2005 under the terms of the agreement.

During the year ended December 31, 2004, the Company wrote off interest accrued on a related party loan
totalling $3,250.

During the year ended December 31, 2004, members withdrew capital totalling $1,412,681.

(3) Balance Sheet Components

Property and Equipment
Listed below are the major classes of property and equipment as of December 31, 2004:
Equipment. .. ... $ 45,627
o | 2,345
FUIMITUI. .. e 6.744
54,716

Less: accumulated depreciation...........ocvveeveviinnreiineieinnninnnes. (48,906)

‘ $ 5,810

Depreciation and amortization expense was §14,400 for the year ended December 31, 2004,

Intangible Assets
Listed below are the components of intangible assets as of December 31, 2004:

Broker-Dealer License and NASD Membership.........coooveveiennn $ 75,400
Less: accumulated depreciation............covvvviiiiiiiiiniiinnn. (49.560)

$ 25,840
Amortization expense was $15,600 for the year ended December 31, 2004,
(4) Members’ Capital

Pursuant to the Uniform Net Capital Rule (15¢3-1) under the Securities Exchange Act of 1934, the Company
is required to maintain minimum net capital as defined by the Rule. Net capital may fluctuate on a daily

basis. At December 31, 2004, the Company had net capital and net capital requirements of $61,907 and
$5,000, respectively.



FIRST CAPITAL INVESTMENTS, LLC
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

December 31, 2004
Schedule I
Net Capital
Total members' capital qualified for net capital.....ccoveeeeeeee et $ 101,657
Deductions:
Property, equjpment aNd INEANGZIDIES. ..cuoiievie it e sereseeae e anne, (31,650)
Deposits and prepaid HEMS. ...t st seeeae e (8,100)
L0810 10 AF T HALE ... vveiier ittt sttt set e es e e e et e e e ereree s et s eneeresr e taesreen -
(39.750)

NEL CAPILAL...e vt bbb s b e

§ 61,907

Aggregate Indebtedness
Items included in the statement of financial condition;

Accounts payable and accrued eXPenSes....cciiiiiirieiiiccie et 3 5,903
Total aggregate indebtedness. ... ..o e e e § 5,903

Computation of Basic Net Capital Requirement
Minimum net capital required (based on

aggregate indebtedness).......ccoiiriiiiiii $ 394
Minimum dollar TeqUITEIMENt.. ..ot s $ -
Net capital FEQUITSIMENT......ovviiiviiiii et e $ 5,000
EXCESS NEL CAPIAL.c..cvoiiiiietiicet et st e § 56,907
Excess net capital at 1000%0......coccvieriiririiieiennn e § 61,317
Ratio: Aggregate indebtedness to net capital..........ccccociviinnciciiinncc, 07to1

-9-



FIRST CAPITAL INVESTMENTS, LLC
Reconciliation of the Computation of Net Capital for
Brokers and Dealers Pursuant to SEC Rule 15¢3-1 with
that Reported in Unaudited Part IIA (X-17a-5)

December 31, 2004

Schedule I

Net capital, as reported in Part IIA
(X-17a-5) of the Company's unaudited

FOCUS report at December 31,2004, .....ccccooveiiiviiniiinii e $ 58,817
Audit adjustments:
Recognition of bad debt........ooooiii 3,250
Recalssification of accruals.........cooivviiiiiii (160)

-10-



FIRST CAPITAL INVESTMENTS, LLC
Computation for Determination of Reserve Requirements Under
Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2004
Schedule I

Exemption is claimed under Section (k) (2) (ii) paragraph:

First Capital Investments, LLC carries no margin accounts, promptly transmits all customer funds
and delivers all securities received in connection with its activities as a broker or dealer, does not
otherwise hold funds or securities for, or owe money or securities to, customers and effectuates all
financial transactions between the broker or dealer and its customers through one or more bank
accounts, each to be designated as “All customer transactions cleared through another broker-dealer
on a fully disclosed basis. First Options of Chicago, Inc.”

11-



FIRST CAPITAL INVESTMENTS, LLC
Information Relating to Possession or Control Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2004
Schedule IV

Exemption is claimed under Section (k) (2) (ii) paragraph:

First Capital Investments, LLC carries no margin accounts, promptly transmits all customer funds
and delivers all securities received in connection with its activities as a broker or dealer, does not
otherwise hold funds or securities for, or owe money or securities to, customers and effectuates all
financial transactions between the broker or dealer and its customers through one or more bank
accounts, each to be designated as “All customer transactions cleared through another broker-dealer
on a fully disclosed basis. First Options of Chicago, Inc.”

-12-



Cordovano and Honeck LLP. Certified Public Accountants
201 Steele Street
Suite 300
Denver, Colorado 80206
(303) 325-0220 Phone
(303) 316-7493 Fax

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17A-5 FOR A BROKER-DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Membership of:
First Capital Investments, LLC

In planning and performing our audit of the financial statements and supplemental schedules of First Capital
Investments, LLC (the “Company”), for the year ended December 31, 2004, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing procedures
for the purpose of expressing our opinion on the financia] statements and not to provide assurance on internal
control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (“SEC”), 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 (or aggregate debits) and net capital under Rule 17a-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 customers securities, we did not
review the practices and procedures followed by the Company in any of the following:

—

Making the quarterly securities examinations, counts, verifications, and comparisons

2. Recordation of differences required by Rule 17a-13

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 internal control 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 controls 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
internal control 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 the transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of the financial statements in accordance with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control or the practices and procedures referred to above,
errors or fraud 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 internal control would not necessarily
disclose all matters in internal control 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 components does not reduce to a relatively low level the risk that

-13-



First Capital Investments, LLC

Independent Auditors’ Report on Internal Control
Required by SEC Rule 17a-5 for a Broker-Dealer
Claiming an Exemption from SEC Rule 15¢3-3

January 28, 2004

Page two

errors or fraud, 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 the following matter involving the control environment and its
operation that we consider to be a material weakness as defined above.

Segregation of Duties

The size of the business necessarily imposes practical limitation on the effectiveness of those internal control
practices and procedures that rely on the segregation of duties. Since this condition is inherent in the size of
the Company, the specific weaknesses are not described herein and no corrective action has been taken or
proposed by the Company. The above condition was considered in determining the nature, timing, and extent
of the procedures to be performed in our audit of the financial statements of First Capital Investments, LLC,
for the year ended December 31, 2004, and this report does not affect our report thereon dated January 13,
200s.

Periodic Computations of Net Capital under Rule 17a-3(a) (11)

We understand that the practices and procedures that accomplish the objectives 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, 2004, to meet the Commission’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the National Association of Securities Dealers, Inc. and other regulatory agencies that 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.

WMO Mw/ /'WWLI LLP

Cordovano and Honeck, LLP
January 13, 2005
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