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OATh OR AFFIRMATION

GaffneYJames
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Lanaging Member
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NOTAR1AL SEAL
--

MICHAEL SAlLE Notary Public
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INDEPENDENT AUDITORS REPORT

To the Members of

Capital Growth Securities LLC

We have audited the accompanying statement of financial condition of Capital Growth Securities

LLC Delaware limited liability company the Company as of December 31 2008 and the

related statements of income changes in members equity 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 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 test basis evidence supporting the amounts and disclosures in

the fmancial statements An audit also includes assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall financial gtatement

presentation We believe that our audit provides reasonable basis for our opinion

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

the financial Condition of Capital Growth Securities LLC as of December 31 2008 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

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

taken as vhole The information contained in Schedules II 11.1 and I\ is presented for

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

supplementary in.fonnation required by Rule l7a-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

Pc
February 14 2009



Capital Growth Securities LLC

Statement of Financial Condition

As of December 31 2008

ASSETS
Cash and Cash Equivalents 310945
Accounts Receivable 317540

Prepaid Fees 5402

Total Assets 533887

LIMILITIES AND MEMBERS EQUITY

LIABILITIES

Accounts Payable and Accrued Expenses 18972
Deferred Income Taxes

Total Liabilities 25110

MEMBERS EQUITY 608777

Total Liabilities and Members Equity 533887

ee accompanying notes
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Capital Growth Securities LLC

Statement of Income

For the Year Ended December31 2008

Revenues

Consulting Fees $1280714
Interest Income 6939

Total Revenues 1287653

Expenses

Consulting and Administrative Fees 2oa398

Regulatory Fees 21852

Legal arid Professional Fees 13785
Miscellaneous 3347

Total Expenses 242382

Income before Income Taxes 45271

Income Taxes 1004

Net Income 44257

See accompanying notes
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Capital Growth Securities LLC

Statement of Changes in Members Equity

For the Year Ended December 31 2008

Balance at December 31 2007

as previously reported

Adjustment for overstatement of

income tax provision

Balance at December 31 2007

as restated

Net Income

Distributions to Members

Balance at December 31 2008

See accompanying notes

Memberst

Equity

4382630

281880

4664.510

44267

.14100000

608777
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Capital Growth Securities LW

Statement of Cash Flows

For the Year Ended December 31 2008

Cash Flows from Operating Activities

Net Income

Deduct Deferred Income Tax Benefit

Decrease in Accounts Receivable

Decrease in Other Receivables

Decrease in Prepald Fees

Decrease in Accounts Payable and Accrued Expenses

Net Cash Flows from Operating Activities

Cash Flows from Financing Activities

Cash Distributions to Members

Net Cash Flows from Financing Activities

increase in Cash and Cash Equivalents

Cash and Cash Equivalents beginning of year

Cash and Cash Equivalents end of year

Supplemental Cash Flow Data

Income Taxes Paid

Interest Paid

See accompanying notes

44267

82668
4122272

35.000

6881

83

4100000
.J1iO00Oq

17372

293573

310945

92550
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Capital Growth Securities LLC

Notes to Financial Statements

For the Year Ended December 31 2008

Organization

Capital Growth Securities LLC is brolcer/deaier and member of the Financial Industry

Regulatory Authority The companys primary business is to provide consulting services to

investment management firms relating to the business development efforts of those urns

Accounting Principles and Policies

Cash and cash eciuivaJeits

For purposes of preparing the statement of cash flows unresthcted currency and money market

accounts are considered cash and cash equivalents

Accounts receivab

Management believes that all accounts receivable as of December 31 2008 are fully collectibLe

Therefore no allowance for doubtful accounts is necessary

Estimates

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

requires management to make estimates and assumptions that affect certain reported amounts and

disclosures

The Company earns its revenue by generating consulting fee income from providing business

development advice to money management companies The Company does not always know the

amount of its earnings in the period from when these arrangements occur until when the fees are

paid Management has estimated the amount of fees earned through December 31 2008 based

upon the information available as of the preparation of these financial statements Actual results

could differ materially from those estimates

Income taxes

As limited liability company the company is not taxpaying entity for federal or state income

tax purposes and thus no federal or state income tax expense has been recorded in the

statements Income of the company is taxed to the members on their individual tax returns The

Company is subject to the New York City Unincotpzated Business Tax

Certain items of income and expense are recognized for income tax purposes in different periods

from those in which such items are recognized for financial reporting purposes primarily cash

versus accrual basis accounting resulting in deferred income taxes

continued



Notes to Financial Statements
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Concentrations of Risk

In the year ended December 31 2008 one of the Companys clients accounted for approximately

85% of the Companys consulting revenue

The Federal Deposit Insurance Corporation insured up to $100000 of deposits maintained at any

one financial institution Effective October 2008 the FDIC temporarily increased the insured

amount to $250000 During the year the Companys deposit balance exceeded insured levels

based on bank records on number of occasions

Related Party Transactions

During 2008 the Company purchased consulting and administrative services in the amount of

$1158452 from other companies owned by its members

Correction of Error

In 2007 the Company determined that it is subject to the New York City Unincorporated

Business Tax The Company recorded current and deferred income taxes for 2007 based upon
fUll allocation of income to New York City Subsequently the Company after consultation with

its tax preparer determined that its allocation percentage to New York City was 50% Ills

resulted in $281880 reduction in current and deferred taxes as of December 31 2007

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rue

nile 5c3-1 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 12.5 to At

December 31 2008 the Company bad net capital of $282915 which was $277915 in excess of

its required net capital of $5000 The companys aggregate indebtedness to net capital ratio was

0.065 to at December 31 2008



Capital Growth Securities LLC

Supplementary Information

Pursuant to Rule 17a5 of the

Securities Exchange Act of 1934

as of December 31 2008



Schedule

Capital Growth Securities LLC

Computation of Net Capital under Rule 5c3-1 of the

Securities and Exchange Commission

As of December 31 2008

NET CAPITAL

Total Members Equity 608777

Add Other deductions or allowable credits

Deferred income tax
liability 6138

total capital and allowable subordinated liabilities 614915

Deductions and/or charges

Non-allowable assets

Receivables from clients 17.540

Prepaid foes
5.402J

Total non-allowable assets 322942

Net capital 291973

AGGREGATE INDEBTEDNESS

Accounts payable and accrued expenses 18972



Schedule

continued

Capital Growth Securities LLC

Computation of Net Capital under Rule 5c3-1 of the

Securities and Exchange Commission

As of December 31 2008

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required 1574

Minimum dollar net capital required 5000

Net capital required 50

Excess net capital at 1500% 286073

Excess net capital at 1000% 290076

Percentage of aggregate indebtedness to net capital
--

6.50%

RECONCILIATION WITH COMPANYS COMPUTATION

included in Part II of Form X-I7A-5 as of December31 2007

Net capital as reported in companys Part LI

Uneuclited FOCUS report 282915

Net audit adjustments 9055

Net capital per above .$ 291973

The company is exempt from the provisions of SEC rule 5c3-3 in

accordance with paragraph k2i The company does not carry any

security accounts for its clients



Capital Growth Securities LLC

Schedule IT

Not applicable

Schedule Ill

Not applicable

Schedule IV

Not applicable



Capital Growth Securities LLC

Computation for Determination of Reserve Requirements

for Brokers and Dealers

Pursuant to Rule 15c3-3

as of December 31 2008

Capital Growth Securities LLC is exempt from the provision of Rule 5c3-3 under Section

2i of the Securities Exchange Act of 1934 because it meets the exceptions provided within

Section lc2i


