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OATH OR AFFIRMATION

Peter Novello swear or affirm that to the

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

Far Hills Group LLC as of

December 31 2008 are true and correct further swear or affirm that neither the company

nor any partner proprietor principal officer or director has any proplietary interest in any account classified solely as that of

customer except as follows

/7EDITH BONGIOVI

Jcaiy Public State of New York
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IN DEPENDENT AUDITORS REPORT

To the Members of

Far Hills Group LLC

We have audited the accompanying statement of financial condition of Far Hills Group LLC the Company as of

December 31 2008 This statement of financial condition is the responsibility of the Companys management Our

responsibility is to express an opinion on this statement of financial condition 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

statement of financial condition is free of material misstatement An audit includes consideration of internal control

over financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not for

the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis evidence supporting the

amounts and disclosures in the statement of financial condition assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall statement of financial condition

presentation We believe that our audit of the statement of financial condition provides reasonable basis for our

opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects the

financial position of Far Hills Group LLC as of December 31 2008 in conformity with accounting principles generally

accepted in the United States of America

Our audit was conducted for the purpose of expressing an opinion on the statement of financial condition taken as

whole The supplementary information listed in the accompanying table of contents is presented for purposes of

additional analysis and is not required part of the statement of financial condition but is supplementary information

required by Rule 7a-5 of the Securities Exchange Act of 1934 and Regulation 1.10 under the Commodity Exchange

Act Such information has been subjected to the auditing procedures applied in the audit of the statement of financial

condition and in our opinion is fairly stated in all material respects in relation to the statement of financial condition

taken as whole -rmP
Roseland New Jersey

February 24 2009
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FAR HILLS GROUP LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2008

ASSETS

Cash and cash equivalents 2062705

Fees receivable 17994162

Property and equipment net 809122

Restricted cash security deposit 419425

Other assets 243063

21528477

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses 2322292

Deferred taxes payable 665737

Total liabilities 2988029

Members equity 18540448

21528477

See accompanying notes to financial statements



FAR HILLS GROUP LLC

NOTES TO FINANCIAL STATEMENTS

Nature of business

Far Hills Group LLC the Company is broker-dealer registered with the Securities and Exchange Commission

SEC and the Commodity Futures Trading Commission CFTC The Company is member of the Financial

Industry Regulatory Authority FINRA an entity created through the consolidation of the National Association of

Securities Dealers Inc NASD and the member regulation enforcement and arbitration functions of the New York

Stock Exchange The Company is also registered as an introducing broker with the National Futures Association

NFA and registered as Limited Market Dealer with the Ontario Securities Commission OSC
The Company introduces investors to various investment partnerships non-U.S funds and managed accounts The

managers of such investment vehicles usually pay the Company contracted percentage of their commitments

management fees and/or performance incentive allocations as received or allocated for as long as such managers

receive fees or allocations from contracted investors

Summary of significant accounting policies

Cash and Cash Equivalents

For the purposes of the statement of cash flows the Company considers money market accounts with original

maturities of three months or less to be cash equivalents

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amortization The Company provides for

depreciation and amortization as follows

Estimated

Asset Useful Life Depreciation Method

Furniture and fixtures years Straight-line

Office equipment years Straight-line

Computer software years Straight-line

Leasehold improvements Term of lease Straight-line

Long-Lived Assets

The Company complies with Statement of Financial Accounting Standards SFAS No 144 Accounting for the

Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of which requires impairment losses to

be recorded on long-lived assets used in operations when indicators of impairment are present and undiscounted

cash flows estimated to be generated by those assets are less than the assets carrying amounts The Company

continually evaluates whether events and circumstances have occurred that indicate the remaining estimated useful

life of long-lived assets may warrant revision or the remaining balance may not be recoverable



FAR HILLS GROUP LLC

NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies continued

Revenue Recognition

Revenue derived from management fees is generally recognized quarterly during the year and revenue derived from

performance incentive fees or allocations is generally recognized at the end of each year based on information

provided by the managers of the underlying investment vehicles Revenue derived from commitment fees is

generally recognized when the underlying investment assets have been committed by the contracted investors and

the fund is closed

Fees Receivable

The balance in fees receivable as of December 31 2008 is an estimate based on information provided by the fund

managers Any differences between the actual amounts received in subsequent period and the amounts recorded

as receivable at the end of the prior period are recorded as an adjustment to revenue in the subsequent period

The Company considers all fees receivable at December 31 2008 to be collectible

Commissions Payable

The balance in commissions payable which is included with accounts payable and accrued expenses in the

statement of financial condition is an estimate based on third quarter commissions both earned and received taken

as percentage of total fee receipts from the fund managers for that period This percentage is applied to the fee

receivable due from respective fund managers as of December 31 2008 Any differences between the actual

amounts paid in subsequent period and the amounts recorded as commission payable at the end of the prior period

are recorded as an adjustment to expenses in the subsequent period The Company expects to disburse all

commissions payable at December 31 2008 when fees are received from the fund managers

Income Taxes

The Company is Limited Liability Company and has elected to be treated as partnership for federal and state

income tax purposes and accordingly there is no provision for federal and state income taxes because the individual

members report their share of the Companys income or loss on their personal income tax returns The Company is

subject to New York City Unincorporated Business Tax

The Company complies with SFAS No 109 Accounting for Income Taxes which requires an asset and liability

approach to financial accounting and reporting for income taxes Deferred income tax assets and liabilities are

computed for differences between the financial statement and tax bases of assets and liabilities that will result in

taxable or deductible amounts in the future based on the enacted tax laws and rates applicable to the periods in

which the differences are expected to affect taxable income Valuation allowances are established when necessary

to reduce the deferred income tax assets to the amount expected to be realized

The Company has adopted FASB Staff Position No FIN 48-3 which allows certain nonpublic entities to defer the

effective date of FASB Interpretation No 48 Accounting for Uncertainty in Income Taxes FIN 48 until the

annual financial statements for fiscal years beginning after December 15 2008 The Company has elected to

apply the deferral and will adopt the provisions of FIN 48 effective January 2009 The Companys accounting

policy for evaluating uncertain tax positions during financial statement periods subject to the deferral of FIN 48 is

based on the recognition and disclosure criteria for loss contingencies under SFAS No Accounting for

Contingencies



FAR HILLS GROUP LLC

NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies continued

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United

States of America requires management to make estimates and assumptions that affect the reported amounts of

assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the

reported amounts of revenues and expenses during the reporting period Actual results could differ from those

estimates

Property and equipment

Property and equipment consist of the following at December 31 2008

Furniture and fixtures 119351

Leasehold improvements 621213

Office equipment 175719

Computer software 38006

954289

Less accumulated depreciation

and amortization 145167

809122

Net capital requirements

The Company is member of FINRA and is subject to the SEC Uniform Net Capital Rule 15c3-1 This Rule requires

the maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital both as defined

shall not exceed 15 to and that equity capital may not be withdrawn if the resulting net capital ratio would exceed 10

to The Company is also subject to the CFTCs minimum financial requirement which requires that the Company
maintain net capital as defined equal to the greater of its requirements under Regulation 1.17 under the Commodity

Exchange Act or Rule 5c3-1 At December 31 2008 the Companys net capital was approximately $765000 which

was approximately $610000 in excess of its minimum requirement of approximately $155000 pursuant to SEC Rule

15c3-1



New York City Unincorporated Business Tax consists of the following for the year ended December 31 2008

Current 3223963
Deferred 2041119

1182844

Deferred taxes payable represent the tax effect of temporary differences between the basis of assets and liabilities for

income tax and financial reporting purposes The Company utilizes the cash basis method of accounting for income

tax purposes and the accrual basis for financial reporting purposes The components of deferred taxes payable

consist of the taxes applicable to the fees receivable netted against certain accounts payable and accrued expenses

at December 31 2008

Concentration of credit risk

The Company maintains its cash balances in one financial institution which at times may exceed federally insured

limits The Company has not experienced any losses on these accounts and believes it is not subject to any

significant credit risk

Exemption from Rule 15c3-3

The Company is exempt from SEC Rule 15c3-3 pursuant to the exemptive provisions under sub-paragraph k2i
and therefore is not required to maintain Special Reserve Bank Account for the Exclusive Benefit of Customers

Commitment and restricted cash

The Company leases its office space under an operating lease which expires in February 2019

Future minimum lease payments are as follows

Year ending December 31
2009 517000

2010 621000

2011 621000

2012 621000

2013 621000

Thereafter 3419000

6420000

DUP LLC

CFEM ENTS

Income taxes



TATEMENTS

Rent expense amounted to approximately $346000 for the year ended December 31 2008 and is charged to

operations over the term of the lease on straight-line basis which results in deferred rent payable Deferred rent

payable represents the cumulative rent expense charged to operations from the inception of the lease in excess of

the required lease payments Deferred rent payable amounted to approximately $104000 at December 31 2008
and is included in accounts payable and accrued expenses in the statement of financial condition

Restricted cash consists of approximately $414000 to secure an unconditional letter of credit for the Companys
office space plus accrued interest of approximately $5000 at December 31 2008

Related party transactions

In October 2008 the Members and one employee of the Company formed new company called FHG Asset

Management LLC FHG FHG is an asset management company and not registered broker dealer FHG is

50% owner of Solution Capital Management LLC which is private equity fund of funds in clean technology The

Company shall be retained as the exclusive marketing and sales representative for Solution Capital Management
LLC and will be paid management and performance fees commencing in 2009

10 401k plan

Effective October 2002 the Company instituted 401k retirement plan the Plan eligible to all employees

over 21 years of age who have completed three months of service Employees eligible to participate may defer

between 1% and 70% of their annual compensation The Company at its discretion made matching contributions

to the Plan in the amount of approximately $43000 for the year ended December 31 2008

11 Major customer

The Company had fees earned from one customer of approximately $27222000 or 82% of the total fees earned for

the year ended December 31 2008 At December 31 2008 fees receivable from this customer was approximately

$15000000 or 83% of the total fees receivable at December 31 2008 none of which was collected through the

date of this report

Commitment and restricted cash continued



FAR HILLS GROUP LLC

SUPPLEMENTARY INFORMATION

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE SECURITIES AND EXCHANGE

COMMISSION AND REGULATION 1.17 OF THE COMMODITY FUTURES TRADING COMMISSION

December 31 2008

Members equity 18540448

Less nonallowable assets

Fees receivable net of deferred taxes payable 16266732

Property and equipment net 809122

Restricted cash security deposit 419425

Other assets 243063

17738342

Net capital before haircuts 802106

Haircuts money market fund investments 37555

Net capital 764551

Aggregate indebtedness 2322292

Computed minimum net capital required

6.67% of aggregate indebtedness 154897

Minimum net capital required under SEC Rule 15c3-1 5000

Minimum net capital required under CFTC Regulation 1.17 45000

Excess net capital under SEC Rule 15c3-1 and CFTC Regulation 1.17 609654

Percentage of aggregate indebtedness

to net capital 2322292

764551

304%

There are no material differences between the computation of net capital presented above and the computation of

net capital in the Companys unaudited Form X-17A-5 Part Il-A filing as of December 31 2008



FAR HILLS GROUP LLC

SUPPLEMENTARY INFORMATION
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS AND INFORMATION RELATING TO
POSSESSION AND CONTROL REQUIREMENTS UNDER RULE 15c3 OF THE
SECURITIES AND EXCHANGE COMMISSION

December 31 2008

The Company is exempt from Securities Exchange Commission SEC Rule 15c3-3 pursuant to the exemptive

provisions of sub-paragraph k2i and therefore is not required to maintain Special Reserve Bank Account

for the Exclusive Benefit of Customers


