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OATH OR AFFIRMATION

Claude Gregory
swear or affirm that to the best of

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

FRS Securities LLC

of December 31 20_08 are true and correct 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 customer except as follows

CARMELITA BALTIMORE
NO1ARY PLIBUC STATE OF MARYLAND
My Commission

ExpIres March 192011
Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-.3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

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

consolidation

EJ An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3

None

as

Managing Member

Q1I4eet
Notary Public

This report contains check all applicable boxes

Title
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FOCUS REPORT
FORM

Financial and Operational Combined Uniform Single ReportX-1 7A-5

Part hA Quarterly 17a-5a

INFORMATION REQUIRED OF BROKERS AND DEALERS PURSUANT TO RULE 17

COVER

Select
fifing method

8aic Alternate 0011

FRS SECURITIES LLCName Broker Dealer

0013 SEC File Number 8- 66834

AddressofPrincippfacoof l455 COLESVILLE ROAD SUITE 12 0014
Business

0020

2091fl Finn ID
SPRING

100150022

For Period Beginning 10/01/2008 And Ending 12/31/2008

0024 100251

Name and telephone number of person to contact In regard to this report

Name Carol nKjnzer Phone 1678 i25-O992

Names of subsidiaries or affiliates consolidated in this report
Name Phone

10033J

Name Phone

Name Phone

100371

Name Phone

0038 0039

Does respondent carry its own customer accounts Yes No

Check here it respondent is
filing an audited report 0042
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_____ 160.715
Cash

Receivables from brokers

or dealers

Clearance

account 0295

Other

Receivables Irom non-

customers

0300

1861

--

08101

1.861

Securities and spot

commodities owned at

market value

Exempted

securities 0418

Debt securities

Options

Other securities

Spot

commodities

Securities and/or other

investments not readily

marketable

Atcost

0420

0424

0430

At estimated

ttlr value

Securities borrowed under

subordination agreements
and padners Individual

and capital securities

accounts at market value

Exempted

securities

0450J 63

0860

108801

Other securities

ASSETS

Consolidated Unconsolidated

AUowabte Non-Allowable Total

71
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LIABILITIES AND OWNERSHIP EQUITY

Liabilities A.I Liabilities Non-A.l Liabilities Total

_________________13 Bank loans payable
11045 112551

14 Payable to brokers or dealers

_________________________
Clearance account

11141 13151 1560

_________________________Other
111151 1305 1540

______________________15 Payable to non-customers
1155 1510

16 Securities sold not yet purchased ___________________
at market value

17 Accounts payable accrued 125O ___________________ 1250
liabilities expenses and other

l85j

18 Notes and moilgages payable

Unsecured
1210 1690

________________________Secured
1700

19 Uabililies subordinated to claims

of general creditors

_______________________Cash borrowIngs
17101

from

outsIders

0970

Includes

equity

subordination

1c3.1d of

SecurIties borrowings _______________
at market value

from outsiders

0990

Pursuant to secured

demand note collateral

agreements

from

Outsiders

15



10001

Includes

equity

subordination

15c3-4 ci of

1010

Exchange

memberships

contributed for use of

company at market
_______________

value

Accounts and other

borrowings not

qualified for net capital _________________ __________________
purposes 1220 1750

29. 1250 1L
TOTAL LlABLlTt$

Ownership Equity

Total

21 Sole proprietorship

1iij

22 Partnership limited partners __________________ ________________

23 Corporations

Preferred stock
1791j

_________ 109 175Common stock

Additional paid4ri capital

58 531
Retained earnings

1794

167706
Total

Less capital stock In treasury

24
TOTAL OWNERSHIP EQUITY

1800

25 68956TOTAL LIABIUTIES AND OWNERSHIP EQUITY
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STATEMENT OF INCOME LOSS

REVENUE

Commissions

Commissions on transactions in exchange listed equity securities

executed on an exchange

Commissions on listed option transactions

All other securities commissions

Total securities commissions

Gains or tosses on finn securities trading accounts

From market making in options on national securities exchange

From all other trading

Total gaIn loss

Gains or losses on firm securities irwestment accounts

Profit loss from underwriting and set ling groups

Revenue from sale of investment company shares

Commodities revenue

Fees for account supervision investment advisory and administrative services

Other revenue

Total revenue

EXPENSES

10 Salaries and oTher employment costs for general partners and voting stockholder officers

II OCher employee compensation and benefits

12 Commissions paid to other broker-dealers

13 Interest expense

Includes interest on accounts subject to

subordination agreements 40701

14. Regulatory fees and expenses

15 Other expenses

Period Beginning JflL2O8 Period Ending 12/31/2008 Number of months

13935

139381

11950

13939

950

39451

139521

3070

3975

12 6Q2

3995

24 552

14115

14140

4075

300

4195

2L_5.3
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16 Total expensas

NET INCOME

271317 Net lncorneIoss before Federal Income taxes and items below Item less Item 16

18 Provision for Federal Income taxes for parent only

19 Equity in earnings losses of unconsoildated subsidiaries not inducted above

After Federal Income taxes of

20 Extraordinary gains losses

After Federal Income taxes of
4239J

21 CumulatIve effect of changes in accounting principles

273.322 Net income toss after Federal Income taxes and extraordinary items

MONTHLY INCOME

377223 Income current monthly only before proviston for Fedel income taxes and extraordinaiy
items

18



EXEMPTIVE PROVISIONS

25 ii an exemption from Rule 15c33 is claimed ldenlifr below the section upon which
such exemption is based

1Umited business mutual funds and/or variable annuIties only

2l-.Speclal Account for the Exclusive Benefit of customers
maintained

2Xll..AIl customer transactions cleared through another broker-dealer
on fully disclosed basis Name of clearing finns

Clearing Firm SECs Name

MERRILL IIYNCH PIERCES FENNER ________
4335A21

8- ______________________
4335C2J

8-

14335EJ 4335E2

8- ____________________
4335GJ

8- ________ __________
1433512J

Ic

3Exempted by order of the Commission

4550

4560

Product Code

11

43350

433SF

_________

433JI
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COMPUTATION OF NEI CAPITAL

Total capital and allowable subordinated

liabilities

Deductions and/or charges

Total nonallowable assets

from Statement of Financial

Condition Notes and_C

Secured demand note

deficiency

Commodity futures contracts

and spot commodities

proprietary capital charges

Other deductions andor
charges

Other additions and/or credits List

Net capital before haircuts on securities

positions

Haircuts on securities computed where

applicable pursuant to 15c3-1f

Contractual securities

commitments

Subordinated securities

borrowings

Trading and Investment

Total ownership equity from Statement of Financial Condition

Deduct ownership equity not allowable for Net Capital

Total ownership equity qualified for Nat Capital

Add

Uabllitles subordinated to claims of general creditors allowable
In computation of net capital

0thj deductions or allowable credits List

167706

134801

1352581

167 3_Q

135201

3525

3525CJ

135259

L_241

3540J

f3590J

coo

167706

3S3

38308

36309

3660

0401 .05

154.465

f3840

136701
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securities

Exempted securities

Debt securities

Options

Other securities

Undue Concentration

Other Ust

3736A3

3736E

11 Minimum net capital required 6-2/3% of line 19

12 Minimum dollar net capital requirement of repocling broker or dealer
and minimum net capital requirement of subsidiaries computed in

accordance with jJ
13 Net capital requirement greater of line 11 or 12

14 Excess net capital line 10 less 13

15 Excess net capital at 1000% line 10 less 10% of line 19

37331

E37301

3650

16 Total A.l liabilities from Statement of

Financial Condition

17 Add

Drafts for Immediate credit

Market value of securities

borrowed for whIch no

equIvalent value is paid or

credited

Other unrecorded amounts

List

13800

-- 250
3790

10 Nat Capital

37368

L37380J

3736ff

Part

COMPUTATION OF BAStC NET CAPITAL REQUIREMENT

3740

544
3750J

83

3756

5000

000
3760

149465

154.340

COMPUTATION OF AGGREGATE INDEBTEDNESS

21



13820A

382OC 38200

3820

125019 Total aggregate indebtedness
3840J

20 Percentage of aggregate indebtedness to

net capital line 19/line 10

0Th ER RATIOS

21 Percentage of debt to debtequity total computed in accordance
with Rule 15c3-1d
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SCHEDULED WITHDRAWALS

lyieQf

p.psa

_4670J

14601 4602

4621J

4642

4651

4661

4672

4691 4692

TOTAL

1460

4635

4655

4875

4695

Omit Pennies

Instructions Detail listing must include the total of items maturing during the six month period following the report date regardless of

whether or not he capital contribution is expected to be renewed The schedule must also include proposed capital

withdrawals scheduled within the six month period following the report date including the proposed redemption of stock

and payi1ent5 01 liabilities secured by fixed assets which are considered allowable assets in the capital computatton
pursuant to Rule 15c3-1cX2Wv which could be required by the lander on demand or in tess than six months

Codeflpscrlptlon

IEquity Capital

jsubordinated UabThties

Iruats

1115c3-1cX2Xiv Liabilities

Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn withIn the next
six months and accruals as defined below which have not bean deducted in the computation of

Net Capital

Name of Lend or Contributor

Amount to be Withdrawn
Withdrawal or ExpectInsider

cash amount nndior Net
Matunty Date toor

Capital Value of
MMDDYYVY RewOutsider

Securities

4604

4613 4814

4633 4634

4644

4653 4654

4663 4664

46131 4674

4683

4671

4681

4699

23



STATEMENT OF CHANGES

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
SOLE PROPRIETORSHIP PARTNERSHIP OR CORPORATION

164992
Balance beginning of period

2713
Net income loss

42501

AddItions Includes non-conforming capital

4262Jof

Deductions includes non-conforming capital

4272Jof

167 705
Balance end of period From item 1800 4290

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

Balance beginning of period
4300

increases
4310

Decreases
4320

Balance end of period From item 3520
4330

24



FRS SECURITIES LLC

STATEMENT PERTAINING TO EXEMPTIVE
PROVISIONS UNDER 15C3-3K

December 31 2008

Computation for Determination of Reserve

Requirement Under Exhibit

of Rule 15c3-3

Member exempt under 15c3-3k2ii

Information Relating to Possession

and Control Requirements

Under Rule 15c3-3

Member exempt under 15c3-3k2ii

25



Report of Independent Accountants

on Internal Control as Required by SEC Rule 17a-5

To the Stockholders

FRS Securities LLC

In planning and performing our audit of the financial statements of FRS Securities LLC the

Company for the year ended December 31 2008 we considered its internal control 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

internal control

Also as required by Rule 17a-5g1 and of the Securities and Exchange Commission SEC
we have made study of the practices and procedures followed by the Company including tests of

such practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g
in making the periodic computations of aggregate indebtedness and net capital under Rule 17a-

3a1 and for determining compliance with the exemptive provisions of Rule 5c3-3 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

Making quarterly securities examinations counts verifications and comparisons

Recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System

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 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 SECs 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

managements authorization and recorded properly to permit the preparation of financial statements

in conformity with accounting principles generally accepted in the United States of America Rule

17a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

Because of inherent limitations in internal control or the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation 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

26



control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process

or report financial data reliably in accordance with generally accepted accounting principles such

that there is more than remote likelihood that misstatement of the entitys financial statements

that is more than inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements will

not be prevented or detected by the entitys internal control

Our consideration of internal control would not necessarily disclose all matters in internal control

that might be material weaknesses under standards established by the American Institute of

Certified Public Accountants However we noted the following matter involving the internal control

structure that we consider to be material weakness as defined above This condition was

considered in determining the nature timing and extent of procedures performed in ourauditofthe

Company for the year ended December 31 2008 and does not affect our report thereon dated

February XX 2009

The Company does not have an adequate segregation of duties over accounting transactions This

condition increases the possibility that errors or irregularities may occur and not be detected on

timely basis When this condition exists managements close supervision and review of accounting

information is the best means of preventing or detecting errors and irregularities

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 Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures were adequate at December 31 2008 to meet the SECs
objectives

This report is intended solely for the use of management the Securities and Exchange

Commission the Financial Industry Regulatory Authority and other regulatory agencies which rely

on Rule 7a-5g under the Securities 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 otherthan these specified

parties

Calverton Maryland

February 24 2009
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Independent Auditors Report

The Members of

FRS Securities LLC

We have audited the statements of financial condition of FRS Securities LLC the Company as of

December31 2008 and 2007 and the related statements of income changes in members capital

and cash flows for the years 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

Companys management Our responsibility is to express an opinion on these financial statements

based on our audits

We conducted our audits 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 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 audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of the Company as of December 31 2008 and 2007 and the results of its

operations changes in members capital and its cash flows for the years then ended in conformity

with accounting principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The Financial and Operational Combined Uniform Single Report hA and

Statement Pertaining to Exemptive Provisions Under 5c3-3 k2ii are presented for purposes of

additional analysis and are not required part of the basic financial statements but are

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 relation to the

basic financial statements taken as whole

Calverton Maryland

February 24 2009

OfFices in 15 states and Washington DC International
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FRS SECURITIES LLC

STATEMENTS OF FINANCIAL CONDITION

December 31 2008 and 2007

2008 2007

ASSETS

Cash 160715 150027
Accounts Receivable 1861

Prepaid expenses 6380 5983

TOTAL ASSETS 168956 156010

LIABILITIES AND MEMBERS CAPITAL

LIABI LITI ES

Accounts payable 1250 741

MEMBERS CAPITAL 167706 155269

TOTAL LIABILITIES AND MEMBERS CAPITAL 168956 156010

The accompanying notes are an integral part of the financial statements



FRS SECURITIES LLC

STATEMENTS OF NET INCOME
Years Ended December 31 2008 and 2007

2008 2007

INCOME

Fees and commissions 98600 127542

Interest 3065 1989

Total income 101665 129531

EXPENSES

Bank service charges 99 36

Bonding 2134 1184

Dues and subscriptions 480

FINOP services 10425 9169

Insurance 8944 3925

Broker dealer transaction fee 50696 36723

Licensing 300 1350

NASD registration and fees 225 100

Office expense 744 240

Professional fees 9781 6297

Rent 3600 3600

Taxes property 300 300

Telephone 600 600

Travel 1099

Web 900 600

Total expenses 89228 65223

NET INCOME 12437 64308

The accompanying notes are an integral part of the financial statements



FRS SECURITIES LLC

STATEMENTS OF CHANGES IN MEMBERS CAPITAL
Years Ended December 31 2008 and 2007

Balance December 31 2006 90961

Net income 64308

Balance December 31 2007 155269

Net income 12437

Balance December 31 2008 167706

The accompanying notes are an integral part of the financial statements



FRS SECURITIES LLC

STATEMENTS OF CASH FLOWS
Years Ended December 31 2008 and 2007

2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 12437 64308
Effects of changes in operating assets and liabilities

Accounts receivable 1861
Prepaid expenses 397 5983
Accounts payable 509 2889

Net cash provided by operating activities 10688 55436

CASH BEGINNING OF YEAR 150027 94591

CASH END OF YEAR 160715 150027

The accompanying notes are an integral part of the financial statements



FRS SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS
December 31 2008 and 2007

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

FRS Securities LLC is member of the Financial Industry Regulatory Authority FINRA and is

therefore subject to certain regulatory requirements including the maintenance of certain amount

of net capital The Companys accounting records are maintained on the accrual basis

The Company has elected to be treated as limited liability corporation for tax purposes therefore

no tax provision has been provided

Cash

For purposes of the statement of cash flows cash includes deposits at financial institution

Use of Estimates in Preparing Financial Statements

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

Revenue Recognition

The Company recognizes revenue when all of these conditions are satisfied persuasive

evidence of an arrangement exists services have been rendered to the customer the price

is fixed or determinable and collectability is reasonably assured

NOTE NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission SEC uniform net capital rule

Rule 5c3-1 which requires the maintenance of minimum amount of net capital and requires

that the ratio of aggregate indebtedness to net capital both as defined shall not exceed 15 to

At December31 2008 the Company had net capital and net capital requirements of approximately

$154465 and $5000 respectively The Companys aggregate indebtedness to net capital ratio was
.01 to

At December31 2007 the Company had net capital and net capital requirements of approximately

$144287 and $5000 respectively The Companys aggregate indebtedness to net capital ratio was
.04 to

NOTE FOCUS REPORT

There are no differences between these statements and the December 31 2008 FOCUS report

filed with the FINRA



FRS SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS
December 31 2008 and 2007

NOTE 4-RELATED PARTY

Financial Realty Services LLC related party through common ownership maintains office

space used by the Company During 2008 and 2007 the Company paid Financial Realty

Services LLC for the use of office space and supplies $4440 for 2008 and 2007

NOTE CONCENTRATION OF CREDIT RISK

The Company maintains bank account at an institution that is insured by Federal Deposit Insurance

Corporation up to specified limits Balances in excess of FDIC limits are uninsured Total cash held

by the bank was $160715 and $150027 at December 31 2008 and 2007 respectively The

Company monitors the risk does not anticipate any credit losses and has not experienced any
credit losses on these financial instruments

This information is an integral part of the accompany financial statements
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