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OATH OR AFFIRMATION

Ken Levine ‘ , 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 Equity Capital Securities, Inc.

, as

of _December 31 , 2005 , are true and correct. I 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:
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(a)
(b)
(c)
(d)
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®
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(h)
®
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(k)
M

Signature

CEO
Title

his report ** contains (check all applicaple boxes):

Facing Pz:age.
Statemen‘t of Financial Condition.

Statemen‘t of Income (Loss).

Statemen‘t of Changes in Financial Condition.

Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

Statemen‘t of Changes in Liabilities Subordinated to Claims of Creditors.
Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Informati‘on Relating to the Possession or Control Requirements Under Rule 15¢3-3.

A Reconﬂciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computa‘tion for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolida‘ltion.
An Oath ‘or Affirmation,

(m) A copy ogf the SIPC Supplemental Report.

(n)

Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent Auditors' Supplementary Report on Internai Accounting Control

*For conditions|of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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BARON & BARON, LLP
Certified Public Accountants
250 West 57th Street, Suite 724
New York, NY 10107
Tel (212) 586-8070 » Fax (212) 265-0059

Board of Direcjztors
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,( 2005 and the related statements of operations, stockholder’s equity, cash flows and
changes in liabilities subordinated to creditors 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 state‘ments 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 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 pos‘ition of First Equity Capital Securities, Inc. as of December 31, 2005, 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 15c¢3-1, 15¢3-3 and 17a-5 of the Securities and.
Exchange C9mission. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, 1s fairly stated in all material respects

in relation ta the basic financial statements taken as a whole.

New York, I}IY
January 13, 2006




FIRST EQUITY CAPITAL SECURITIES, INC.
BALANCE SHEET

DECEMBER 31, 2005

ASSETS

Current assets}:
Cash and (cash equivalents
Prepaid expenses and other assets

Total current assets

Property and equipment, net of accumulated
deprec;iati’on of $28,703 (note 2)
Deposits

LIABILITIES AND STOCKHOLDER'’S EQUITY

Current liabilities:
Accounts| payable and accrued expenses
Notes payable, stockholder - subordinated (note 3)
Total current liabilities

Stockholder’s equity:
Common stock, $.01 par value; 100 shares
author(ized; 10 shares issued and outstanding
Additional paid-in capital
Retained earnings

Total stockholder’s equity

Total liabilities and stockholder’s equity

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

Page 2

§ 76,931

6.009

82,940

19,398

6,365

$108,703

§ 16,476
30,000
46,476

1
160,307

(98,081)

62,227

$108,703



FIRST EQUITY CAPITAL SECURITIES, INC.
STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2005

Revenues:
Commissions

Interest in(come

Expenses:
Officers’ compensation and benefits
Occupancy and equipment rental
Professional fees
Telephoné and communications
Travel and entertainment
Insurance

Other operating expenses

Loss before Rrovision for income taxes
Provision for income taxes

Net loss

The accompanying notes are an integral part of the financial Statements.
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$413,708

: 6.921

420,629

218,170
72,000
75,583
12,571
27,832
21,807
25,329

453,292

(32,663)

2,092

8( 34,755)



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

FIRST EQUITY CAPITAL SECURITIES, INC. Peee
STATEMENT OF STOCKHOLDER’S EQUITY
YEAR ENDED DECEMBER 31, 2005
Additional

Common Paid-in Retained

Total Stock Capital _Eamnings
January 1, 2005 | $696,982 81 $160,307  $(63,326)
‘Net loss : _(34,755) = - (34.755)
December 31, 2005 $§ 62227 31 $160,307  $(98,081)



FIRST EQUITY CAPITAL SECURITIES, INC.

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2005

Cash flows from operating activities:
Net loss
Adjustmer‘xts to reconcile net loss to net
cash provided by operating activities:
Depreciation and amortization
Change:s in assets and liabilities:
Prepaid expenses and other assets

Accounts payable and accrued expenses

Net decrease in cash énd cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplementary disclosure of cash flow information:

Cash paid‘ during the period for:
Income taxes

The accompanying notes are an integral part of the financial statements.
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$ (34,755)

625

(1,775)
(6,424)

(42,329)
119,260

$ 76,931

$1,823



FIRST EQUITY CAPITAL SECURITIES, INC.

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO GENERAL CREDITORS

YEAR ENDED DECEMBER 31, 2005

Subordinated borrowings at January 1, 2005

Repayment of subordinated notes

Subordinated borrowings at December 31, 2005

The accompanying notes are an integral part of the financial statements.
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$30,000

$30,000



‘ Page 7
FIRST EQUITY CAPITAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

Organization:

The Company was incorporated in the State of New York on May 28, 1993 to engage in the

|

brokerage and investment advisory business.

a.

- Significant accounting policies:

Revenue recognition:

Cor‘lsulting 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.

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.

Cash and cash equivalents:

CI:/ISh and cash equivalents include time deposits, certificates of deposit and all highly
liquid debt instruments with original maturities of three months or less.

Property and equipment:

Property and equipment are stated at cost. Depreciation is computed over the useful lives
of‘T the assets using both the straight-line and declining balance methods. Expenditures for
repairs and maintenance are charged to operations in the period incurred.
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FIRST EQUITY CAPITAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005
Notes payable, stockhblder, 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, 2006 $15,000
June 21, 2006 15,000
$ 30,000

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 deﬁn‘ed, 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 capital requirements, or $6,000, in accordance with SEC Rule 17a-11(b)(1).

Net capijtal and aggregate indebtedness change from day-to-day, but, as of December 31, 2005,
the Company had net capital of $60,455 which exceeded requirements by $54,455.

Pension plan:

The Coppany 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, 2005 was $42,000.




FIRST EQUITY CAPITAL SECURITIES, INC.

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

DECEMBER 31, 2005

Credits:
StockholdPTr’s equity
Notes payable, stockholders - subordinated

Debits:

Nonallowable assets: .
Prepaid|expenses and other assets
Deposit“s
Property and equipment

Net capital

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

Net capital injexcess of requirements
Ratio of aggregate indebtedness to net capital

Aggregate in(‘lebtedness:
Accounts payable and accrued expenses
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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, 2005

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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FIRST EQUITY CAPITAL SECURITIES, INC. :

RECONCILIATION OF THE AUDITED COMPUTATION OF
NET CAPITAL AND FOCUS REPORT - PART ITA
PURSUANT TO RULE 17a-5

DECEMBER 31, 2005

There is no difference between the audited computation of net capital and the corresponding Focus
Report - Part IIA.




FIRST EQUITY CAPITAL
SECURITIES, INC.

INDEPENDENT AUDITORS’
SUPPLEMENTARY REPORT ON
INTERNAL ACCOUNTING CONTROL

DECEMBER 31, 2005
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BARON & BARON, LLP
Certified Public Accountants
250 West 57th 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 Dire?tors
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 yrear ended December 31, 2005 we considered its internal control structure, including
procedures for safeguarding 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 madF 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 ot‘" determining 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 Regulatioﬂ T of the Board of Governors of the Federal Reserve System, because the Company
does not carn‘y 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 r:eferred 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 properly 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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Because of mherent 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 considera(tion of the internal control structure would not necessarily disclose all matters in the
‘internal contrPI 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 errors or irregularities 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 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 J this report are considered by the Commission to be adequate for its purposes in
accordance w1th the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures t}‘lat 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, 2005 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 t‘he 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 Assomatlon 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.

New York, NY
January 13, 2006
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