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OATH OR AFFIRMATION

I, KenLevine , 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 , 2006 , ate 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

classifi:d solely as that of a customer, except as follows:

DM A =

Signature

/ Ceo

Notary Public W

UG DROAL
Public - State of New Yok
NO.010R4783115

]

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(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.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for 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.

(I3 An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit,

(o) Independent Auditors' Supplementary Report on Internal 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

Eoard of Directors
First Equity Capital Securities, Inc.
Mew York, NY

We have audited the accompanying balance sheet of First Equity Capital Securities, Inc. as of
December 31, 2006 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. Qur 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
rzquire 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 basts, 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
tae overall financial statement presentation. We believe that our audit provides a reasonable basis for
cur opinion.

In our opinion, the financial statements referred to above present fairly, in all matenial respects, the
financial position of First Equity Capital Securities, Inc. as of December 31, 2006, and the results of
their operations and their cash flows for the year then ended in conformity with generally accepted
zccounting 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 1s
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.

S [

New York, NY

January 13, 2007
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FIRST EQUITY CAPITAL SECURITIES, INC.
BALANCE SHEET
DECEMBER 31, 2006
ASSETS
Clurrent assets:
Cash and cash equivalents $ 59,941
Prepaid expenses and other assets 6,330
$ 66271
LTIABILITIES AND STOCKHOLDER'’S EQUITY
Churrent liabilities:
Accounts payable and accrued expenses $ 24591
Stockholder’s equity:
Common stock, $.01 par value; 100 shares
authorized; 10 shares issued and outstanding 1
Additional paid-in capital 260,307
Retained earnings (218, 628)
Total stockholder’s equity 41.680
Total liabilities and stockholder’s equity 3 66271

The accompanying notes are an integral part of the financial statements.
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FIRST EQUITY CAPITAL SECURITIES, INC.
STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2006
Revenues:

Commissions $ 36,300
Interest tncome 2,557

— 38857

Expenses:

Occupancy and equipment rental 48,000
Professional fees 16,206
Telephone and communications 12,384
Travel and entertainment 15,403
Insurance 27,057
Other operating expenses 21,119
Loss from abandonment of leasehold improvements 19,035
159,204
Loss before provision for income taxes (120,347)
Provision for income taxes 200
Net loss $(120,547)

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




FIRST EQUITY CAPITAL SECURITIES, INC. roee
STATEMENT OF STOCKHOLDER’S EQUITY
YEAR ENDED DECEMBER 31, 2006
Additional
Common Paid-in Retained
Total Stock Capital Earnings
January 1, 2006 $ 62,227 51 $160,307  §(98,081)
Capital contributions 100,000 - 100,000 -
Net loss (120,547} - — (120.547)
December 31, 2006 $ 41,680 31 $260,307  $(218,628)

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




FIRST EQUITY CAPITAL SECURITIES, INC.
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2006

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 operations
Cash flows from financing activities:
Capital contributions
Repayment of loan payable, stockholder

Net cash provided by financing activities

Cash flows from investing activities:
Abandonment of leasehold improvements

Met 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 information:

Cash paid during the period for:
Income taxes

The accompanying notes are an integral part of the financial statements.
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$(120,547)

364

6,044

8115

(106.024)

100,000
(30.000)

70,000

19,034
(16,990)
76.931

5 59941

$200




FIRST EQUITY CAPITAL SECURITIES, INC.

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO GENERAL CREDITORS

YEAR ENDED DECEMBER 31, 2006

Subordinated borrowings at January 1, 2006
Repayment of subordinated notes

Subordinated borrowings at December 31, 2006

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

(30,000)
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FIRST EQUITY CAPITAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

Organization:

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

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.

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:

Cash 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 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, 2006
Notes payable, stockholder, 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:

Apnl 20, 2006 $15,000
June 21, 2006 15,000
$ 30,000

These loans were paid in full during 2006.
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 i1s 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 capital and aggregate indebtedness change from day-to-day, but, as of December 31, 2006,
the Company had net capital of $35,350 which exceeded requirements by $30,350.

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, 2006 was $0.




FIRST EQUITY CAPITAL SECURITIES, INC.

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

DECEMBER 31, 2006

Credits:
Stockholder’s equity

Debits:
Nonallowable assets:
Prepaid expenses and other assets

Met capital

Minimum net capital requirements - greater of
12.5% of aggregate indebtedness or $5,000

Net capital in excess of requirements
Fatio of aggregate indebtedness to net capital

Aggregate indebtedness:
Accounts payable and accrued expenses
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$41,680
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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, 2006

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 IIA
PURSUANT TO RULE 17a-5

DECEMBER 31, 2006

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

INDEPENDENT AUDITORS’
SUPPLEMENTARY REPORT ON
INTERNAL ACCOUNTING CONTROL

DECEMBER 31, 2006
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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

E.oard of Directors
First Equity Capital Securities, Inc.
Mew York, NY

In planning and performing our audit of the financial statements of First Equity Capital Securties,
Inc. for the year ended December 31, 2006 we considered its intemal 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 made a study of the practices and procedures followed by the Company in making the
feriodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and the
procedures of 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
tule 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 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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Bzcause 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.

Qur consideration of the internal control structure would not necessarily disclose all matters in the
irternal control structure that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A matenial weakness 1s a condition in which the
de=sign 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 this report are considered by the Commission to be adequate for its purposes in
accordance with the Secunties Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all matenal respects indicate a matenal
mmadequacy 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, 2006 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
rmanagement.

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.

New York, NY
January 13, 2007
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