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INDEPENDENT AUDITORS REPORT

To the Member and the Board of Directors of

Sidoti Company LLC

We have audited the accompanying statement of financial condition of Sidoti Company 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 purposes 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 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 Sidoti Company LLC as of December 31 2008 in conformity with accounting principles

generally accepted in the United States of America

/4
Roseland New Jersey

February 20 2009

An independent firm associated with AGN International Ltd AGi
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CONDITION

ASSETS

Cash and cash equivalent

Receivables from clearing brokers including clearing deposit of $164076

Accounts receivable

Property and equipment net

Other assets

LIABILITIES AND MEMBERS EQUITY

Liabilities

Bonuses payable

Commissions payable

Payables to clearing brokers

Due to Parent

Accounts payable and accrued expenses

Total liabilities

Commitments

Members equity

11443401

644413

406976

290603

713456

13498849

4628500

1338542

26800

55939

955437

7005218

6493631

13498849

December 31 2008

See accompanying notes to financial statement
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TEMENT

Nature of business and summary of significant accounting policies

Nature of Business

Sidoti Company LLC the Company is Delaware limited
liability company formed on March 1999 The

Companys principal business activity is performing financial research and analysis acting as broker-dealer of

securities and engaging in investment and financing activities The Company is registered broker-dealer with the

Securities and Exchange Commission SEC and is member of the Financial Industry Regulator Agency

FINRA In addition the Company is member under the Ontario Securities Commission The Companys sole

member is Sidoti Holding Company LLC Delaware limited
liability company Holding LLC

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the

United States of America

Cash and Cash Equivalent

The Company considers an investment in money market account to be cash equivalent

Property and Equipment

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

for depreciation and amortization using the straight-line method over the estimated useful lives as follows

Estimated

Asset Useful Lives

Office equipment 3-5 years

Furniture and fixtures years

Leasehold improvements Lease term

Revenue and Expense Recognition from Securities Transactions

Securities transactions and the related revenues and expenses are recorded on the trade-date basis

Revenue Recognition from Research Income

The Company records income from research services at the time the services are earned

Revenue Recognition from Investment Banking

Investment banking revenues include fees arising from securities offerings in which the Company acts as an

underwriter or agent These revenues are recorded in accordance with the terms of the investment banking

agreements
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TATEMENT

Nature of business and 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 the Companys management to make estimates and assumptions that affect the

reported amounts of 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

Accounts Receivable

Accounts receivable is primarily comprised of receivables from the Companys research and investment banking

transactions

Income Taxes

The Company is single member limited liability company and therefore does not record provision for federal and

state income taxes Accordingly Holding LLC reports the Companys income or loss on its income tax returns

Holding LLC is subject to New York City unincorporated business tax and the Company reimburses Holding LLC for

taxes incurred and attributable to the Companys income which is reported in Holding LLCs tax return At December

31 2008 the amount recorded as Due to Parent on the statement of financial condition relates to the city income taxes

payable

The Company complies with Statement of Financial Accounting Standards SFAS No 109 Accounting for Income

Taxes which requires an asset and liability approach to financial accounting and reporting for income taxes Deferred

tax assets and liabilities are computed for differences between the financial statement and tax bases of assets and

liabilities that will result in future taxable or deductible amounts and based on enacted tax laws and rates applicable to

the periods in which the differences are expected to affect taxable income At December 31 2008 the Company has

fully utilized the net operating loss carry forwards attributable to the Companys prior years losses and has recorded

an unincorporated business tax UBT expense of approximately $56000 which is included in the statement of

operations

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

Net capital requirement

The Company as 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 requires 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 or cash distributions paid if the

resulting net capital ratio would exceed 10 to At December31 2008 the Companys net capital was approximately

$5083000 which was approximately $4616000 in excess of its minimum requirement of approximately $467000
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5TATEMENT

Operating leases

The Company is obligated under various operating lease agreements for their office locations which expire through

October 2012 The leases contain escalation clauses based on increased costs incurred by the landlord Rent

expense under these agreements for the year ended December 31 2008 was approximately $1016000

The approximate future minimum annual rental commitments under the terms of the leases as of December 31

2008 are approximately as follows

Year ending December31
2009 1019000
2010 963000
2011 980000
2012 830000

3792000

The Company is obligated under license agreement to make payments for the use of database management

system through 2010 The minimum future payments for the year ended December 31 2009 and 2010 are

approximately $138000 and $109000 respectively Data expenses under this agreement were approximately

$138000 for the year ended December31 2008

The Company is obligated under an operating lease for phone system that expires in March 2009 Aggregate

future minimum payments for the year 2009 are approximately $18000

Legal

The Company from time to time is subject to legal proceedings and claims that arise in the ordinary course of

business In the opinion of management after consultation with legal counsel the amount of any ultimate
liability

with

respect to these actions will not materially affect the Companys financial statements or results of operations

Off-balance-sheet risk and concentrations of credit risk

Pursuant to its clearing agreements the Company introduces all of its securities transactions to its clearing brokers

on fully-disclosed basis At December 31 2008 the receivables from the clearing brokers represents commissions

receivable earned as an introducing broker for the transactions of its customers Under certain conditions as defined

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

clearing brokers may sustain from carrying securities transactions introduced by the Company and must maintain at

all times clearing deposit of not less than $150000 In accordance with industry practice and regulatory

requirements the Company and the clearing brokers monitor collateral in the securities transactions introduced by the

Company

In the normal course of business the Companys customer activities involve the execution settlement and financing

of various customer securities transactions These activities may expose the Company to off-balance-sheet risk in

the event the customer or other broker is unable to fulfill its contracted obligations and the Company has to purchase

or sell the financial instrument underlying the contract at loss

Commitments
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STATEMENT

Off-balance-sheet risk and concentrations of credit risk continued

The Company maintains its cash balances in financial institutions These balances are insured by the Federal

Deposit Insurance Corporation up to $250000 per institution through December 31 2009 These balances may at

times exceed federally insured limits

Property and equipment

Details of property and equipment at December 31 2008 are as follows

Office equipment

Furniture aid frxttres

Computif softwae

Leasehold improements

Less accumulated depreciation

and amcrtization

Exemption from Rule 15c3-3

1021513

87639

99132

280833

1489117

1198514

290603

The Company is exempt from the SEC Rule 15c3-3 pursuant to the exemptive provisions of sub-paragraph k2ii
and therefore is not required to maintain Special Reserve Bank Account for the Exclusive Benefit of Customers

Retirement plan

The Company has retirement plan the Plan under Section 401k of the Internal Revenue Code which covers

all eligible employees The Plan provides for voluntary deductions of up to 60% of the employees salary subject

to Internal Revenue Code limitations In addition the Company can elect to make discretionary contributions to the

Plan For the year ended December 31 2008 the Company elected not to make contribution

Subsequent event

Through February 20 2009 the Company distributed $225000 to its sole member


