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OATH OR AFFIRMATION

1, _‘S‘C.G-S L N DQA—Q rsSon , 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 07 , are frue

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 a customer except as follows:

N

Notary Public
State of Colorado
My Commission Expires 11/09/2014

DAWN RITCHISON ﬂw 66 / = el
/

Signature

Financial Principal
Title

Notary Public

This 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

(1) 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¢3-1 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 Oath 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.
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**For conditions of confidential trearment of certain portions of this filing, see section 240.17a-5(e}(3).
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Cordovano and Honeck LLP Certified Public Accountants
88 Inverness Circle East
Building M
Englewood, Colorado 80112
(303) 329-0220 Phone
(303) 316-7493 Fax

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

We have audited the accompanying balance sheet of First Capital Investments, LLC (the “Company™) as of
December 31, 2007, 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, 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.

Qur 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 relgtion to the basic financial statements taken as a whole.

Cordovano and Honeck LLP
Englewood, Colorado
February 6, 2008



FIRST CAPITAL INVESTMENTS, LL.C

Balance Sheet
December 31, 2007
Assets
Current assets:
Cash and cash equivalents............cooiiiiiiii i
Accounts receivable, related party (NOte 2}.....oiiii i e
Prepaid eXpenses...........ooooiiiiiii i e
Total CUMTENt aSSELS. ... . vt ov e e et e
Property and equipment, net (NOt€ 3)........ooiiiiiiiiiiiii e

Current liabilities:
Accounts payable ...
Accounts payable, related party (NOt€ 2) ....iuiiiiiiiiieeiiiiie e
Accrued HabHItIES ... ... e

See accompanying notes to financial statements
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57,152
14,388

435
71,975

1,992

73,967

2,892
12,000
4,500
19,392

54,575
73,967



FIRST CAPITAL INVESTMENTS, LLC
Statement of Operations
For the Year Ended December 31, 2007

Revenues:
Related party fees (INOIE 2).....eii i e e
11 L R

Expenses:
Occupancy, related party (NOLE 2)......ooviiiiiiiiii e,
Technology, related party (NOte 2).....ooiuiiieeiie e
COMMUSSION EXPENSES. 10 .itivtinttitstiiia it te st a ittt st eat e e aeaeeeanees
Regulatory fees. .. .ot e
O X PSS L. vvt it enii sttt r et e b

Total EXPenSEs. ... it e
Income before depreciation and amortization...............oooviiiiiiiiii

Depreciation and amortization..............ocviiviai e

[ R Ee (o) o TP U

See accompanying notes to financial statements
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14,388
748
35,000

50,136

4,000
12,000
1,918
757
15,823

34,498
15,638

(604)
15,034




FIRST CAPITAL INVESTMENTS, LLC
Statement of Changes in Membership Capital
January 1, 2007 through December 31, 2007

Total
Balance at
January 1, 2007 . .. 3 39,541
NELINCOIME. ... e ettt et e et ee e e e e e 15,034
Balance at
December 31, 2007 .. $ 54,575

See accompanying notes to financial statements
-5-



FIRST CAPITAL INVESTMENTS, LLC
Statement of Cash Flows
For the Year Ended December 31, 2007

Cash flows from operating activities:
B 15Tt e) 1L hY 15,034
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization. .. ........o.oiiiviei i 604
Changes in current assets and liabilities:
Receivables.. ..o, (14,388)
Prepaid expenses and other current assets................ocvviiveveineneennn. (192)
Accounts payable and accrued liabilities..................ooo 12,384
Net cash provided by
Operating activities. .........ooovveriiii i 13,442

Net change in cash and
cash equivalents. ... 13,442

Cash and cash equivalents:

Beginning of period. ... ....cooiiiii i e 43,710
End of Period. .c.v e e e $ 57,152

Supplemental disclosure of cash flow information:
Cash paid during the year for:
[NCOIME TAXES. ..\ vvuien it eeieae bt aeae e etar et s s e raa e et eateeeae s st sn s sanranaes $ —
=T ) S U $ -

See accompanying notes to financial statements
-6-




FIRST CAPITAL INVESTMENTS, LLC
Notes to Financial Statements

n 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. The Company is a registered broker-dealer that is an investment adviser to a hedge fund
and a private investment account. The Company is currently not conducting any proprietary trading, but may
do so in the future.

At December 31, 2007, the Company had one active Ciass A member, no Class B members, and two Class C
members. Class A members have voting privileges. Class B members are fully licensed traders, who trade for
their own account or on behalf of a Class C members. Class C members are unlicensed members who have
no control in the operations or trading decisions, but receive a share of the Company’s trading profits and
losses. Members’ equity consists of the following at December 31, 2007:

Members' Equity (Deficit) Amount

Class A Member £ 50,342
Class C Members 4,233
3 54,575

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.

Accounts Receivable
Accounts receivable are stated at their net realizable value. Management believes that accounts receivable are
fully collectible and has not recorded an allowance for doubtful accounts.

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.

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 aperations when indicators of impairment are present and the undiscounted future cash flows estimated to



FIRST CAPITAL INVESTMENTS, LLC
Notes to Financial Statements

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,

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. During the year ended December 31, 2007, the Company
did not have revenues and expenses from investment banking services.

Investment advisory income

According to its contracts, the Company is entitled to bill its clients based on (1) the amount of total capital
under management and (2) as a percentage of profits. Investment advisory fees are billed quarterly but are
recognized as earned on a pro rata basis over the term of the contract. During the year ended December 31,
2007, the Company had $14,388 in investment advisory fees, which were earned in connection with a
business conducted with a related party.

(2) Related Party Transactions
During the year ended December 31, 2007, the Company paid a Class C Member $4,000 for office space and
administrative support.

During the year ended December 31, 2007, the Company incurred $12,000 for technology support from its
affiliate. At December 31, 2007, $12,000 was due to its affiliate.

During the year ended December 31, 2007, the Company earned $14,388 in investment advisory fees, which
were earned in connection with a business conducted with an affiliate. At December 31, 2007, $14,388 was
due from its affiliate.

(3) Balance Sheet Components

Properry and Equipment
Listed below are the major classes of property and equipment as of December 31, 2007:




FIRST CAPITAL INVESTMENTS, LLC
Notes to Financial Statements

EqQUipment... ... e N 45,627
X UT S, i e e e 2,345
Furniture. ... e e 6,744
54,716
[ess: accumulated depreciation.......ooooi i (52,724)

) 1,992

Depreciation expense was $604 for the year ended December 31, 2007.

(4) Membership 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, 2007, the Company had net capital and net capital requirements of $ 37,892 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, 2007
Schedule I
Net Capital
Total members' capital qualified for net capital.........c..cooeionniii e, $ 54,575
Deductions:
Unsecured reCeiVABIES .ot s s st {14,388)
Property and €qUIPIMENT .........ccoco i e ee e e s e r e sae e srebssnans (1,992)
ORI ASSEIS..... e ceeerierieecr et ie e e et s ea b e sas e s ets s e b et amaesbaastsae s besb e et ene e seeeaneatsean, (435)
(16,815)
INEE CAPITAL ..ottt ettt et r e et r et e ae et s et e ee b tssae st e et e e et banbaas £ 37,760
Aggregate Indebtedness
Items included in the statement of financial condition:
Accounts payable and accrued EXPenSES.....c.ccoiverirrriiecti e et § 19,392
Total aggregate indebtedness........oviiciciiiniiiii s e R 5 19,392
Computation of Basic Net Capital Requirement
Minimum net capital required (based on
AEregate INAEDTEANESS ... . oot st ene s erea 3 1,293
Minimum dOlAr FEGUIFEMENL.....ccooiriiiiteir et cer e re et erete e s ess bt enesesae i 3 -
Net capital FEQUITEIMENT........ovie vttt e e et eb s neer s ssbeneeras h 5,000
Excess net capital ... et e § 32,760
Excess net capital 81 1000%0. ..ot $ 39,699
Ratio: Aggregate indebtedness to net Capital......c.oooiiiieniiiiciniic Sltol

-10-




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 I1A (X-17a-5)

December 31, 2007

Schedule 11

Net capital, as reported in Part 1A
(X-17a-5) of the Company's unaudited
FOCUS report at December 31, 2007

Audit adjustments:
Tax basis to accrual basis adjustment

1-




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

December 31, 2007
Schedute 1
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. Penson Financial Services, Inc.”




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

December 31, 2007

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. Penson Financial Services, Inc.”

-13-




Cordovano and Honeck LLP Certified Public Accountants
88 Inverness Circle East
Building M
Englewood, Colorado 80112
(303) 329-0220 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 of First Capital Investments, LLC (the
Company), as of and 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 (internal control) 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 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 (ov 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 customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making 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 Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company 1s responsible for establishing and maintaining internal contro! 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 transactions are executed in accordance with management's
authorization and recorded properly to permit the 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.

-14-




First Capital Investments, LLC

Independent Auditors’ Report on Internal Control
Required by SEC Rule 17a-3 for a Broker Dealer
Claiming an Exemption from SEC Rule 15¢3-3
Page 2

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 may 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 generally accepted accounting principles 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 results 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 of internai 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.
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 vear ended December 31, 2007, and this report does not affect our report thereon dated February 6,
2008.

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, 2007, 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.

Cordovano and Honeck, LLP
END




