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OATH OR AFFIRMATION

Philip Salvia swear or affirm that to the best of
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First Brokers Securities LLC
as

of March 31 20 09
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NONE
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Quatfied in Bronx County
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Notary Public
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Report of Independent Auditors

To the Member of

First Brokers Securities LLC

In our opinion the accompanying statement of financial condition presents fairly in all

material respects the financial position of First Brokers Securities LLC the Company at

March 31 2009 in conformity with accounting principles generally accepted in the United

States of America This financial statement is the responsibility of the Companys

management Our responsibility is to express an opinion on this financial statement based on

our audit We conducted our audit of this statement 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 statement

is free of material misstatement An audit includes examining on test basis evidence

supporting the amounts and disclosures in the financial statement assessing the accounting

principles used and significant estimates made by management and evaluating the overall

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

our opinion

JLLF
May 27 2009
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dollars in thousands

Assets

Cash and cash equivalents 16804
Receivable from brokers and dealers

652
Commissions receivable

506
Furniture equipment and leasehold improvements net 1487
Prepaid expenses and other assets 5700

Total assets
25149

Liabilities and Members Equity

Liabilities

Accrued compensation and related expenses 5518
Accounts payable and accrued expenses 532
Payable to affiliates

459
Total liabilities

6509

Members equity 18640
Total liabilities and members equity 25149

The accompanying notes are an integral part of this financial statement
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dollars in thousands

Organization

First Brokers Securities LLC the Company is Delaware limited liability company The Member
is ICAP Broking Holdings North America LLC IBHNA IBHNA has two members ICAP North

America Inc INAI and First Brokers Holdings Inc FBHI

The Company is an indirect wholly owned subsidiary of ICAP plc public company registered in

the United Kingdom that engages principally in money and securities broking throughout the world

The Company is broker-dealer registered with the Securities Exchange Commission SEC and
is member of The Financial Industry Regulatory Authority FINRA The Companys principal

business activity is the purchase and sale of various debt securities

The Company executes and clears securities trades through an affiliated clearing broker on fully

disclosed basis

Summary of Significant Accounting Policies

The preparation of the Statement of Financial Condition in conformity with generally accepted

accounting principles 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 Statement of Financial Condition Actual results could differ

from these estimates

The Company considers short-term interest bearing investments with initial maturities of three

months or less to be cash equivalents Cash and cash equivalents at March 31 2009 include

approximately $14601 invested in short term highly liquid money market mutual fund All cash and

cash equivalents at March 31 2009 were held by one financial institution

Securities transactions are recorded on trade-date basis

Receivables from brokers and dealers includes amounts due on cash transactions

Depreciation of furniture and equipment is provided on straight-line basis over the estimated

useful lives of the assets which range from three to five years Leasehold improvements are

amortized over the lesser of the estimated useful lives of the improvements or the terms of the

related leases

Prepaid expenses and other assets primarily represent unamortized compensation expense which

is amortized over the life of the employment contracts

The Company is party to Tax Sharing Agreements the Agreements with INAI and FBHI As
single member limited

liability company the Company is not treated as separate taxable entity
Deferred tax assets and liabilities are not reflected on the balance sheet as the total net income tax

receivable or payable is settled with INAI and FBHI on regular basis

In June 2006 the Financial Accounting Standards Board FASB issued Interpretation No 48

Accounting for Uncertainty in Income Taxes FIN 48 FIN 48 provides guidance for how

Company should recognize measure present and disclose its financial statements for uncertain
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tax positions that Company has taken or expects to take on tax return The interpretation is

effective for fiscal years beginning after December 15 2008 for non-public companies The

Company will adopt the provisions of FIN 48 during the fiscal year ending March 31 2010 which is

expected to have no material impact on the Companys Statement of Financial Condition

Employee Benefits

The Company sponsors 401k retirement plan the Plan The plan covers all employees upon
commencement of employment with the Company The Company does not match employee
contributions

Furniture Equipment and Leasehold Improvements

Details of furniture equipment and leasehold improvements at March 31 2009 are as follows

Telephone and computer equipment 1770
Furniture and fixtures 640

Leasehold improvements 2501

4911

Less Accumulated depreciation and amortization 3424

1487

Net Capital Requirements

The Company is member of the FINRA and is subject to the SEC Uniform Net Capital

Rule 5c3-1 the Rule The Company computes its net capital under the alternative method

permitted by the Rule which requires that the Company maintain minimum net capital as

defined The Rule may prohibit member firm from expanding its business or paying cash

dividends if resulting net capital would be less than 5% of aggregate debit balances or 120% of

the minimum dollar amount required At March 31 2009 the Companys net capital was $10182
which was $9932 in excess of its minimum requirement of $250

Exemption from Rule 15c3-3

The Company claims exemption from the provisions of SEC Rule 5c3-3 as amended as the

Companys activities are limited to those set forth in the conditions for exemption appearing in

clause iiof subparagraph k2
Fair Value Measurements

The Company adopted SEAS No.157 Fair value Measurements effective January 2008 SEAS
157 defines fair value as the price that would be received to sell an asset or paid to transfer

liability in an orderly transaction between market participants at the measure date Various

valuation inputs are used to determine the fair value of assets or liabilities Such inputs are defined

broadly as follows

Level Quoted prices in active markets for identical assets or liabilities that the reporting entity

has the ability to access at the measurement date
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Level Other significant observable inputs including quoted prices for similarsecurities interest

rates etc for the asset or liability

Level -Significant unobservable inputs including managements own assumptions in determining

fair value for the asset or liability

The Company held no securities at March 31 2009 The Company estimates that the fair value of

its remaining financial instruments recognized on the Statement of Financial Condition receivables

and payables approximates their fair value as such financial instruments are short term in nature

Off-Balance-Sheet Risk and Concentration of Credit Risk

Pursuant to clearance agreements the Company introduces all of its securities transactions

through affiliates of IBHNA its clearing brokers on fully disclosed basis Therefore all of the

money balances and long and short security positions for these securities transactions are carried

on the books of the clearing brokers Under certain conditions as defined in the clearance

agreement the Company has agreed to indemnify the clearing brokers for losses if any which the

clearing broker may sustain from carrying securities transactions introduced by the Company In

accordance with industry practice and regulatory requirements the Company and the clearing

brokers monitor collateral on the securities transactions introduced by the Company The

receivables from the clearing brokers are pursuant to this clearance agreement

In addition pursuant to the terms of the clearing agreements between the Company and its

clearing brokers the clearing brokers have the right to charge the Company for losses that result

from counterpartys failure to fulfill its contractual obligations At March 31 2009 the Company
has recorded no liability As the right to charge the Company has no maximum amount and

applies to all trades executed through the clearing broker the Company believes there is no

maximum amount assignable to this right

In the normal course of its operations the Company enters into contracts that contain variety of

representations and warranties and which provide general indemnifications The Companys
maximum exposure under these arrangements is unknown as this would involve future claims that

may be made against the Company that have not yet occurred However based on experience

the Company believes the risk of loss is remote

Transactions with Affiliates

The Company entered into an agreement with an affiliate of IBHNA whereby the affiliate provides

the Company with shared administrative and compliance services At March 31 2009 the payable

to the affiliate was $459

Affiliates of IBHNA provide clearing services for the Company

In addition the Company makes monthly payments for offices leased by an affiliate of IBHNA in

New Jersey

10 Income Taxes

The Company has recorded income taxes receivable from an affiliate of $696 which is included

within prepaid expenses and other assets on the statement of financial condition


