| \@\

JRELARATY »

| : OMB APPROVAL

. [ 5364 COMMISSION OMB Number.  3235-0123
SEG wasmngin, .., 20549 Expires: February 28, 2010
Mail Processing Estimated average burden
Section ANNUAL AUDITED REPORT hours per respense.. ... 12.00
tEB 2 0¢U0B FO F;nAnR)'(l: 1| ;,IA-S SEC FILE NUMBER
8 51101
Washington, DC

1 FACING PAGE
Information nguired of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING () /Ol /D'? AND ENDING IQ)ZI }07
MM/DD/YY T Mmopryy

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: SPRUCE STREET CAATAL LLC OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

530 MADISON AVENVE , 9 Fook

{No. and Street)

NEW \}{)KK AV 1002 2

(City) J(State) (Zip Code)

NAME AND TELEPHONE NUMBER QF PERSON TO CONTACT IN REGARD TO THIS REPORT
JENN)Fel. mo\ﬁ (L4b) Yysa - 059

(Area Code = Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinien is contained in this Report™

KM@, LLE
{Name — if individual, state last, first, middle name)
575 LeXiNHToN AVeNvE, SuiTe 000, New YoRK, NN [o0a
(Address) ! (City) ’ | ! Isue) (Zip Code)
CHECK ONE;: PHOCESSED
m/Certiﬁcd Public Accountant FEB25 2008
O Public Accountant \ p
THOMSON
] Accountant not resident in United States or any of its possessions, FINANCIAL

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(ej(2)

Potentlal persons who are to respond to the collection of
Information contained In this form are not required torespond
SEC 1410 (06-02) unless theform displays a currently valid OMB control number.




OATH OR AFFIRMATION

¢ ¢
D)?SMH?L DEWO!/F , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

SUce  StReeT  CATMAL LG , as
of DEL@N\E;ZR 2] .20 071 . 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:

e e .
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ROSEMARIE KWOLEK  Title

Notary Public, State Of New York
Cftmsce K Queiti  Sekans &
ualified In Rockland County
Notary Public Commission Expires July 15, 20 ﬂ

This report ** contains (check all applicable boxes):
(a) Facing Page,
(b) Statement of Financial Condition.
m/(c) Statement of Income (Loss).
{d) Statement of Changes in Financial Condition.
M’ (e) Statement of Changes in Stockholders’ Equity or Partners” or Sole Proprietors’ Capital.
Statement of Changes in Liabilities Subordinated to Claims of Creditors,
m/(g) Computation of Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O (i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Ruie 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
IB’ (1) An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
O (n) Areportdescribing any 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 240.17a-5(e)(3).
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INDEPENDENT AUDITOR’S REPORT

To the Members of
Spruce Street Capital, LLC

We have audited the accompanying Statement of Financial Condition of Spruce Street Capital, LLC as
of December 31, 2007 and the related Statements of Income (Loss), Changes in Members’ Equity and
Cash Flows for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities
Exchange 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. These 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
consideration of internal control over financial reporting as a basis for designing audit procedures that
are appropriate in the circumstances, but not for the purposes of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, 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 Spruce Street Capital, LLC as of December 31, 2007 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.

KB, L4 C—

New York, NY
January 23, 2008

575 Lexington Avenue * Suite 2000 * New York, NY 10022 + Tel 212-758-8050 * Fax 212-826-5037
106 Apple Street * Suite 101D * Tinton Falls, N] 07724 + Tel 732.745-8800 ¢ Fax 732.745-8805




SPRUCE STREET CAPITAL, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2007

ASSETS

Cash and cash equivalents
Prepaid expenses

Total assets

LIABILITIES AND MEMBERS' EQUITY

Accounts payable and accrued expenses

MEMBERS' EQUITY

Total hiabilities and members' equity

See independent auditor's report and notes to financial statements.
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26,715
2,778

29,493

7,027

22,466

29,493




SPRUCE STREET CAPITAL, LLC
STATEMENT OF INCOME (LOSS)
FOR THE YEAR ENDED DECEMBER 31, 2007

Revenues

Fees
Interest income

Total revenues

Operating Expenses

Salaries and wages

Payroll taxes and related costs

Regulatory fees and expenses

Filing fees, exam fees and related expenses
Legal and professional fees

Office supplies and expenses

Insurance expense

Total operating expenses

Net income

See independent auditor's report and notes to financial statements.
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85,778

85,782

63,000
6,400
1,365
3,510
5,500
2,715

420

82,910

2,872




SPRUCE STREET CAPITAL, LLC
STATEMENT OF CHANGES IN MEMBERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2007

BALANCE, JANUARY 1, 2007 $ 27,094
Net income, year ending December 31, 2007 2,872
Member distributions (7,500)
BALANCE, DECEMBER 31, 2007 $ 22,466

See independent auditor's report and notes to financial statements.
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SPRUCE STREET CAPITAL, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2007

Cash flows from -operating activities
Net income
Decrease in prepaid expenses
Net cash provided by operating activities
Member distributions
Net increase (decrease) in cash
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See independent auditor's report and notes to financial statements.
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$

$

2,872

20

2,392

(7,500)

(4,608)

31,323

26,715
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SPRUCE STREET CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

Al DESCRIPTION OF BUSINESS

The company is a specialized financial advisory group designed to provide a platform for
sophisticated independent financial professionals to enable such professionals to provide
financial and investment banking advice. The Company, which was organized on

May 28, 1998 and was formerly known as ML Capital, LLC, is located in New York, NY.

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Income taxes - In accordance with the provisions of the Internal Revenue Code, the
Company has elected to be taxed as a partnership, whereby the Company's income
is ratably allocated to all members, who are then responsible for the federal and state
income taxes, at their respective tax rates. Accordingly, no provision for income taxes
is recorded in these financial statements.

2. Use of estimates - The process of preparing financial statements in conformity with
accounting principals generally accepted in the United States of America requires the
use of estimates by management and assumptions regarding certain types of assets,
liabilities, revenues and expenses. Such estimates relate primarily to unsettled
transactions and events as of the date of the financial statements. Accordingly, upon
settlement, actual results may differ from estimated amounts.

3. Cash and cash equivalents - For purposes of financial statement presentation, the
Company considers all highly liquid instruments with a maturity of three months or
less to be cash equivalents.

C. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC rule 15¢3-1), which requires the maintenance of minimum capital of not less
than $5,000. At December 31, 2007, the Company had net capital of $19,688, which was
$14,688 in excess of its required net capital of $5,000.




CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON SUPPLEMENTARY
INFORMATION REQUIRED BY RULE 17A-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

® To the Members of ,
Spruce Street Capital, LLC

We have audited the accompanying basic financial statements of Spruce Street Capital, LLC for the year
ended December 31, 2007 and have issued our report thereon dated January 23, 2008. Our audit was
conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained in the attached schedule 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 and 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 falrly stated in all
material respects in relation to the basic financial statements taken as a whole.

KB, Ls

New York, NY
January 23, 2008

575 Lexington Avenue * Suite 2000 * New York, NY 10022 ¢ Tel 212-758-8050 * Fax 212-826-5037
® 106 Apple Street ¢ Suite 101D * Tinton Falls, NJ 07724 ¢ Tel 732-745-8800 * Fax 732-745-8805




SPRUCE STREET CAPITAL, LLC

COMPUTATION OF MINIMUM NET CAPITAL REQUIREMENT
DECEMBER 31, 2007

Total assets $ 29,493
Less : Ineligible prepaid expenses 2,778
Net current assets 26,715
Total Liabilities 7,027
Net capital 19,688
Minimum net capital requirement 5,000
Excess net capital $ 14,688

Computation of Net Capital Pursuant to Rule 15¢3-1

Total Members equity $ 22,466
Less: non-allowable assets 2,778
Net capital $ 19,688

Computation of Basic Net Capital Requirement
Minimum net capital required, 6-2/3% of $7,027 pursuant to

Rule 15¢3-1 $ 468
Minimum dollar net capital requirement of reporting broker/dealer § 5,000
Net capital requirement $ 5,000
Excess net capital $ 14,688
Computation of Aggregate Indebtedness

Accounts payable and accrued expenses $ 7,027

Ratio of aggregate indebtedness to net capital 36%

Statement Pursuant to Rule 17a-5(d)(4)

A reconciliation with the Company's computation of net capital as reported in the
unaudited Part I of Form A-17A-5 was not prepared as there are no matenal
differences between the Fund's computation of net capital and the computation
contained herein.

See independent auditor's report and notes to financial statements.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
REQUIRED BY SECURITIES AND ECHANGE COMMISSION RULE 17a-5

To the Members of
Spruce Street Capital, LLC

In planning and performing our audit of the financial statements and supplemental schedules of Spruce Street
Capital, LLC (“the Company™), for the year ended December 31, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal control over financial
reporting, as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Company’s 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 consideration of control activities for
safeguarding securities. This study included such practices and procedures that we considered relevant to the |
objectives stated in rule 17a-5(g) in making the periodic computations of aggressive indebtedness 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 customer
securities, we did not review the practices and procedures followed by the Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons and recordation
of differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8§ of the 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 proceeding paragraph and to assess whether those practices and |
procedures can be expected to achieve the SEC’s above-mentioned objectives.




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

Because of inherent limitations in internal control and the practices and procedures referred to above, error 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 become inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with
accounting principles generally accepted in the United States of America such that there is more than a remote
likelihood that a misstatement of the entity’s financial statements that is more than inconsequential will not be
prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that result in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by
the entity’s internal control.

Our consideration on internal control was for the limited purpose described in the first and second paragraphs and
would not necessarily identify all deficiencies in internal control that might be material weaknesses. We did not
identify any deficiencies in internal control and control activities 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 SEC to be adequate for its purposes in accordance with the Securities and
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, as described in the second paragraph
of this report, were adequate at December 31, 2007, to meet the SEC’s objectives.

This report is intended solely for the information and use of management, the SEC and other regulatory agencies
that rely on rule 17a-5(g) under the Securities and Exchange Act of 1934 in their regulation of registered brokers
and dealers, and is not intended to be and should not be used by anyone other than these specified parties.

KB . L L C

New York, NY
January 23, 2008




