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OATH OR AFFIRMATION
I, M M“k /(/( » C"MLM b{ \)/ , swear (or affirm) that, to the best of
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Commonweaith of Virginia
7113687
My Commission Expires Feb 28, 2011

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

"(a) Facing Page.

[JAb) 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.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 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.

¥ (1) An Oath or Affirmation.

[0 (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.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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INDEPENDENT ACCOUNTANTS’ REPORT

Board of Managers
Cary Street Partners LLC
Richmond, Virginia

We have audited the accompanying statement of financial condition of Cary Street
Partners LLC (the “Company”) as of December 31, 2008, that you are filing pursuant to Rule 17a-
5(g)(1) under the Securities Exchange Act of 1934. This financial statement is the responsibility of
the Company's management. Our responsibility is to express an opinion on this financial
statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. 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 statement referred to above presents fairly, in all material
respects, the financial position of Cary Street Partners LLC as of December 31, 2008, in
conformity with accounting principles generally accepted in the United States.

&u‘,m’ %M, Gae 4SW'7>.C’..

February 23, 2009

Innsbrook Corporate Center PO. Box 32066
4401 Dominion Boulevard Richmond, Virginia 23294-2066
Suite 300 804 / 747-0000, FAX 804 / 747-3632

Glen Allen, Virginia 23060 Internet: www.kshgs.com



CARY STREET PARTNERS LLC

Statement of Financial Condition
December 31, 2008

Assets

Cash and cash equivalents $ 750,389
Marketable securities 180,002
Receivables from clearing broker 117,976
Other receivables 34,361
Property and equipment, net 236,899
Intangible assets and goodwill, net 3,424,253
Other assets 151,704

Total assets $ 4,895,584

Liabilities and Member's Equity

Liabilities:
Accounts payable, accrued expenses and other liabilities $ 145,168
Due to related party 364,336
Total liabilities 509,504
Member's Equity 4,386,080
Total liabilities and member’s equity $ 4,895,584

See accompanying notes to financial statement.
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CARY STREET PARTNERS LLC

Notes to Financial Statement

Summary of Significant Accounting Policies:

Nature of Business: Cary Street Partners LLC (the “Company”), is a limited liability
company organized in the Commonwealth of Virginia in 2002 and is 100% owned by
Cary Street Partners Holdings LLC. The Company earns revenue from merger and
acquisition advisory services as well as providing financial services to both retail and
institutional clients. As a broker/dealer, the Company is subject to regulations of the
Securities and Exchange Commission (“SEC”) and is a member of the Financial Industry
Regulatory Authority (“FINRA”). The Company is an introducing broker/dealer and
forwards all transactions to a clearing broker/dealer on a fully disclosed basis.

Risks and uncertainties: Financial instruments which potentially expose the Company
to concentrations of credit risk consist primarily of cash. The Company maintains its
cash balances in financial institutions insured by the Federal Deposit Insurance
Corporation up to $250,000. The Company regularly has funds in excess of $250,000.

In addition, the Company maintains cash equivalents in broker-dealers offering
protection for securities and cash by the Securities Investor Protection Corporation
(“SIPC”) up to $500,000, and in the event SIPC limits are exhausted, additional
brokerage insurance for a combined coverage of $150 million.

Use of Estimates: The preparation of financial statements in conformity with generally
accepted accounting principles 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 period reported. Actual results could
differ from those estimates.

Cash and cash equivalents: The Company considers all highly liquid investments with
a remaining maturity of three months or less at the time of purchase to be cash
equivalents.

Fair Value of Financial Instruments: Effective January 1, 2008, the Company adopted
SFAS No. 157, Fair Value Measurements (“SFAS 157”), which provides a framework for
measuring fair value under Generally Accepted Accounting Principles, for all financial
assets and liabilities measured at fair value on a recurring basis. The initial adoption of
SFAS 157 did not have a material impact on the change in net assets and financial position
of the Company. There are no material assets or liabilities recognized or disclosed at fair
value for which the Company has not applied the provisions of SFAS 157.
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CARY STREET PARTNERS LLC

Notes to Financial Statement, Continued

Summary of Significant Accounting Policies, Continued:

Fair Value of Financial Instruments, Continued: As required by Statement of
Financial Accounting Standards (“SFAS”) No. 157 defines fair value as the exchange
price that would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date. SFAS 157 requires that
valuation techniques maximize the use of observable inputs and minimize the use of
unobservable inputs. SFAS 157 also establishes a fair value hierarchy which prioritizes
the valuation inputs into three broad levels.

Based on the underlying inputs, each fair value measurement in its entirety is reported in
one of the three levels. These levels are:

* Level 1 — Valuation is based upon quoted prices for identical instruments traded
in active markets. Level 1 assets and liabilities include debt and equity securities
traded in an active exchange market, as well as certain U.S. Treasury securities
that are traded by dealers or brokers in active markets.

. Level 2 — Valuation is based upon quoted prices for similar instruments in active
markets, quoted prices for identical or similar instruments in markets that are not
active, and model based valuation techniques for which all significant
assumptions are observable in the market or can be corroborated by observable
market data for substantially the full term of the assets or liabilities

e level 3 — Valuation is determined using model-based techniques that use
significant assumptions not observable in the market. These unobservable
assumptions reflect the Company’s own estimates of assumptions that market
participants would use in pricing the asset or liability. Valuation techniques
include the use of option pricing models, discounted cash flow models and similar
techniques.

The fair value of the marketable securities held by the Company of $180,002 were
classified as Level 2 inputs, as they are identical assets in markets that were not active
at December 31, 2008.

Property and Equipment: Property and equipment are stated at cost. Major repairs and
betterments are capitalized and routine repairs and maintenance are charged to
expense as incurred. The cost and related accumulated depreciation on property and
equipment sold or otherwise disposed of are removed from the accounts and any gain or
loss is reported in the current year’'s operations. Depreciation and amortization are
calculated using the straight-line method over the estimated useful lives ranging from 3
to 5 years.



CARY STREET PARTNERS LLC

Notes to Financial Statement, Continued

Summary of Significant Accounting Policies, Continued:

Intangible Assets and Goodwill: As required by Statement of Financial Accounting
Standards (“SFAS”) No. 144, Accounting for the Impairment or Disposal of Long-Lived
Assets, the Company performed an impairment test of Intangible Assets and Goodwill,
Net associated with the client list acquired with the purchase of Stewart Wealth
Management in 2007. The impairment was triggered by the increased severity of the
economic turmoil and weakening in the U.S. economy in the second half of 2008 which
had a negative impact on the asset values of those clients’ portfolios and the Company’s
revenue earned from them.

In assessing valuation, the Company utilized a number of commonly used valuation
techniques including comparing the revenue and income from Stewart Wealth
Management during 2008 to comparable publicly held companies and comparable
companies acquired as well as performing a discounted cash flow analysis of that
portion of the Company’s business and analyzing the actual change in the portfolio
values associated with that client list. As a resuilt of this impairment testing, the
Company recorded a $2.8 million impairment charge as of December 31, 2008 which is
included in the Statement of Operations under Intangible Asset Impairment.

Income taxes: The Company has elected to be taxed as a partnership under the
provisions of the Internal Revenue Code, which provides that the member is taxed on
the Company’s taxable income or loss. Similar provisions apply for state income tax
reporting. Accordingly, no provision for income taxes is provided in the accompanying
financial statements.

Property and Equipment:

Property and equipment at year-end consisted of:

Computer equipment $ 162,736
Furniture and fixtures 300,931
Software 18,766
482,433

Less accumulated depreciation (245,534)
Net property and equipment $ 236,899



CARY STREET PARTNERS LLC

Notes to Financial Statement, Continued

Financial Instruments with Off-Balance Sheet Risk:

As a securities broker, the Company is engaged in buying and selling securities as an
agent for a diverse group of individuals and institutional investors. The Company
introduces these transactions for clearance to another firm on a fully disclosed basis.
The agreements between the Company and its clearing brokers provides that the
Company is obligated to assume any exposure related to nonperformance by its
customers.

If any transactions do not settle, the Company may incur a loss if the market value of the
security is different from the contract value of the transaction. The Company monitors its
customer activity by reviewing information it receives from its clearing broker on a daily
basis, requiring customers to deposit additional collateral, or reduce positions when
necessary.

The Company does not anticipate nonperformance by customers or counterparties in the
above situations. The Company’s policy is to monitor its market exposure and
counterparty risk and to review, as necessary, the credit standing of each counterparty
and customer with which it conducts business.

Indemnifications:

The Company has certain obligations to indemnify its managers and officers for certain
events or occurrences while the manager or officers are, or were, serving at the
Company’s request in such capacities. The maximum liability under these obligations is
unlimited; however the Company’s insurance policies serve to limit its exposure.

Net Capital Requirements:

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1. At December 31, 2008, the Company had net capital of $586,109 which
was $536,109 in excess of required minimum net capital of $50,000. The Company’s
net capital ratio was 0.87 10 1.



CARY STREET PARTNERS LLC

Notes to Financial Statement, Continued

FIN 48 Deferral Election:

In June 2006, the Financial Accounting Standards Board issued FASB Interpretation No.
48, Accounting for Uncertainty in Income Taxes ("FIN 48"), an interpretation of FASB
Statement No. 109 ("SFAS 109"). This interpretation clarifies the accounting for
uncertainty in income taxes and details how companies should recognize, measure,
present and disclose uncertain tax positions that have been or are expected to be taken.
As such, financial statements will reflect or disclose expected future tax consequences
of uncertain tax positions presuming the taxing authorities’ full knowledge of the position
and all relevant facts. The Company has elected to defer the adoption of FIN 48 until its
fiscal year ending December 31, 2009, pending additional clarification of FIN 48's
applicability to pass-through entities such as the Company. In instances where the
Company has taken or expects to take a tax position in its tax returns and the Company
believes that it is more likely than not that such tax position will be upheld by the relevant
tax authorities, the Company has not disclosed such tax position in the financial
statements. Management has evaluated the impact of FIN 48 and does not expect it to
have a material impact on the Company's financial condition, results of operations or
income tax disclosure practices.
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INDEPENDENT ACCOUNTANTS' REPORT ON INTERNAL
CONTROL REQUIRED BY SEC RULE 17A-5(g)(1) FOR A
BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15C3-3

Board of Managers
Cary Street Partners LLC
Richmond, Virginia

In planning and performing our audit of the financial statement of Cary Street Partners
LLC (“the Company”), as of December 31, 2008, 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 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 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 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 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

Innsbrook Corporate Center PO. Box 52066
4401 Dominion Boulevard Richmond, Virginia 23294-20066
Suite 300 8 804 / 747-0000, FAX 804 / 747-3632

Glen Allen, Virginia 23060 Internet: www.kshgs.com



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(q)
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 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 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 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, 2008, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Managers,
management, the SEC, FINRA, 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 is
not intended to be and should not be used by anyone other than these specified parties.

da«,f%, s, G% o Shacues, FPC.

February 23, 2009
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