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INDEPENDENT AUDITORS REPORT

To the Member of

Forum Capital Securities LLC

We have audited the accompanying statement of financial condition of Forum Capital Securities 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 purpose 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 of the statement of financial condition 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 Forum Capital Securities LLC as of December 31 2008 in conformity with accounting principles

generally accepted in the United States of America

zz4r4trP

Roseland New Jersey

February 24 2009

An independent hrm associated with AGN International Ltd AGN



FORUM CAPITAL SECURITIES LLC

STATEMENT OF FtNANCIAL CONDITION

December 31 2008

Assets

Cash and cash equivalent 433466

Investment banking fees receivable 3023181

Investment in limited liability company 28575

Total assets 3485222

Members equity 3485222

See accompanying notes to financial statements



FORUM CAPITAL SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

Nature of business

Forum Capital Securities LLC the Company wholly-owned subsidiary of FCP Holdings LLC the Parent is

broker-dealer registered with the Securities and Exchange Commission SEC and is member of the Financial

Industry Regulatory Authority FINRA The Companys business is primarily comprised of advisory fees for capital

raising and private placement services

Summary of significant accounting policies

Cash and Cash Equivalent

The Company considers all highly liquid investments with remaining maturities of three months or less at acquisition

to be cash equivalents Cash equivalent at December 31 2008 consisted of money market account

Investment Banking Fees Receivable

The Company carries its investment banking fees receivable at cost less an allowance for doubtful accounts On

periodic basis the Company evaluates its investment banking fees receivable and establishes an allowance for

doubtful accounts based on history of past write-offs and collections and current credit conditions No allowance

for doubtful accounts was required at December 31 2008

Investment in Limited Liability Company

The Company has an investment in limited liability company the LLC for which the Company is providing

advisory and private placement services The Companys investment in the LLC is carried at cost The Company

is non-voting limited partner in the LLC and is due 15% of any carried interest or special allocation from the LLC

As of December 31 2008 the LLCs activities have been limited to capital calls and there have not yet been

investments made by the LLC for which carried interest or allocation would be due to the Company Per the

operating agreement of the LLC the Company has commitment to contribute at most an additional $6273 to the

LLC at such future time that the LLC makes capital call

Valuation of Investments in Securities and Securities at Fair Value Definition and Hierarchy

The Company adopted the provisions of Statement of Financial Accounting Standards SFAS No 157 Fair

Value Measurements SFAS No 157 effective January 2008 Under SFAS No 157 fair value is defined as

the price that would be received to sell an asset or paid to transfer liability i.e the exit price in an orderly

transaction between market participants at the measurement date

In determining fair value the Company uses various valuation approaches SFAS No 157 establishes fair value

hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the

use of unobservable inputs by requiring that the most observable inputs be used when available Observable

inputs are those that market participants would use in pricing the asset or liability based on market data obtained

from sources independent of the Company Unobservable inputs reflect the Companys assumptions about the

inputs market participants would use in pricing the asset or liability developed based on the best information

available in the circumstances The fair value hierarchy is categorized into three levels based on the inputs as

follows



FORUM CAPITAL SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies continued

Valuation of Investments in Securities and Securities at Fair Value Definition and Hierarchy continued

Level Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that

the Company has the ability to access Valuation adjustments and block discounts are not applied to Level

securities Since valuations are based on quoted prices that are readily and regularly available in an active

market valuation of these securities does not entail significant degree of judgment

Level Valuations based on quoted prices in markets that are not active or for which all significant inputs are

observable either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement

In February 2008 the Financial Accounting Standards Board FASB issued FASB Staff Position FSP No

157-2 Effective Date of FASB Statement No 157 which delayed the effective date of SFAS No 157 for certain

non-financial assets and non-financial liabilities to fiscal years beginning after November 15 2008 and interim

periods within those fiscal year The Company has elected to defer implementation of SFAS No 157 as it relates

to its non-financial assets and non-financial liabilities that are recognized and disclosed at fair value until January

2009 The Company is in the process of evaluating the effect if any the adoption of FSP No 157-2 will have on

its results of operation or financial position

Revenue Recognition

Advisory fees are recognized as earned on pro rata basis over the term of the related contract Investment banking

fees are recorded in accordance with the terms of the private placement agreement

Income Taxes

The Company is single member limited
liability company As such it is disregarded entity for tax purposes and is

not subject to pay any taxes on its income The Companys parent is subject to the New York City Unincorporated

Business Tax UBT As the liability
associated with the UBT is principally the result of the operations of the

Company the UBT which is calculated using currently enacted tax laws and rates is recorded as an imputed

expense on the books of the Company in accordance with the provisions of Statement of Financial Accounting

Standard No 109 Accounting for Income Taxes SFAS No 109 In addition the amount of the tax is reflected as

an imputed capital contribution to the Company SFAS No 109 requires the consolidated current and deferred tax

expense for group that files consolidated tax return to be allocated among the members of the group when those

members issue separate financial statements

The Company complies with SFAS 109 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

Valuation allowances are established when necessary to reduce deferred income tax assets to the amount expected

to be realized



FORUM CAPITAL SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies continued

Income Taxes continued

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

Use of Estimates

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 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

Net capital requirement

The Company is 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 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 if the resulting net capital ratio would exceed 10

to At December 31 2008 the Companys net capital was approximately $425000 which was approximately

$420000 in excess of its minimum requirement of $5000

Exemption from Rule 15c3-3

The Company is exempt from the SEC Rule 15c3-3 pursuant to the exemptive provision under sub-paragraph

k2i and therefore is not required to maintain Special Reserve Bank Account for the Exclusive Benefit of

Customers

Related party transactions

Pursuant to service agreement the Parent provides various services on behalf of the Company These include

professional services physical premises utilities the use of fixed assets travel insurance subscriptions taxes

personnel and other general and administrative services for which the Company pays the Parent For the year

ended December 31 2008 the expense amounted to $804000 related to this agreement



FORUM CAPITAL SECURITIES LLC

NOTES TO FiNANCIAL STATEMENTS

Concentrations

The Company periodically maintains cash balances in financial institution that may be in excess of Federal

Deposit Insurance Corporation coverage In addition its cash equivalent consists of an investment in single

money market fund that may not be fully insured Management does not anticipate any material losses as result

of these concentrations

For the year ended December 31 2008 approximately 83% of revenues earned were from one customer

Investment banking fees receivable from this customer aggregated approximately $1656000 at December 31

2008


