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OATH OR AFFIRMATION

I JOSEPH GENTILE , swear (or affirm) that, to the

2

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

HFP CAPITAL MARKETS LLC , as of
DECEMBER 31, 2008 , are true and correct. | further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that

of a customer, except as follows:
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is report ** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s 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.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation or Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
(I}  An Oath or Affirmation.

(1n) A copy of the SIPC Supplemental Report.
{n) A report describing any material inadequacies found to exist or found to have existed since the date of p1 evious audit.

(o) Supplementai independent Auditors Report on Internal Accounting Control.
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** F'or conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3}.



HFP CAPITAL MARKETS LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2008




JouN FuLvio, cpa
SUSAN E. VAN VELSON, Cpa
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KENNETH S. WERNER, CPA

Certified Public Accountants S West 37th Street

4th Floor

New York, New Yark 10018
TEL: 212-490-311)

FaX: 212-986-3679

INDEPENDENT AUDITORS’ REPORT v fulviollp.com

To the Members of
HFP Capital Markets LLC:
(F/K/A AM Capital, LLC)

We have audited the accompanying statement of financial condition of HFP Capital
Markets LLC (F/K/A AM Capital, LLC) (the "Company") as of December 31, 2008. This
financial statement is the responsibility of the Company's management. Our responsibility 1s 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 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 a test basis, evidence supporting the amounts and disclosures in the
financial statement. 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 HFP Capital Markets LLC (F/K/A AM Capital, LLC) as of
December 31, 2008, in conformity with accounting principles generally accepted in the United
States of America.

ZAoo { frineit, 28
New York, New York d
February 6, 2009



HFP CAPITAL MARKETS LLC
(F/K/A AM CAPITAL, LLC)
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

ASSETS

Cash $ 430,459

LIABILITIES AND MEMBERS' CAPITAL

Liabilities:

Accounts payable $ 11,000
TOTAL LIABILITIES : 11,000

Members' capital 419.459
TOTAL LIABILITIES AND MEMBERS' CAPITAL 3 430459

The accompanying notes are an integral part of this financial statement.




HFP CAPITAL MARKETS LLC
(F/K/A AM CAPITAL, LLC)
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

a} Organization

AM Capital LLC, (“AM”), the Predecessor to HFP Capital Markets LLC (the
"Company"), was formed as a limited liability company in November 1997 and was
registered with the Securities and Exchange Commission (the "SEC") on September 4,
1998. The Company is a member of the Financial Industry Regulatory Authority, Inc.
(“FINRA™). In October, 2008, there was a change of control and ownership and
simultancously there was a name change from AM Capital, LL.C to HFP Capital Markets
LL.C. The Company conducts business as a full service broker dealer as well as trades
and makes markets in securities.

b) Fair Value Measurement — Definition and Hierarchy

On January 1, 2008, the Company adopted Statement of Financial Accounting
Standards No. 157, Fair Value Measurements (“SFAS No. 157). SFAS No. 157 defines
fair value as the price that would be received to sell an asset or paid to transfer a liability
(i.e., the “exit price”) in an orderly transaction between market participants at the
measurement date. SFAS No. 157 establishes a classification 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 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 are those that reflect the Company’s assumptions about the inputs
market participants would use in pricing the asset or liability based on the best
information available in the circumstances. The classification hierarchy is broken down
into three levels:

Level 1 — Fair value measurements based on quoted prices in active markets for
identical assets or liabilities that the Company has access to and are not adjusted. Since
measurements are based solely on quoted prices that are readily and regularly available in
an active market, valuation of Level 1 instruments does not entail a significant degree of
judgment by the Company.

Level 2 — Fair value measurements based on inputs that are observable, both
directly and indirectly, for instruments in markets that are not active (including those that
are “thinly traded”) or have restrictions on their resale. Level 2 inputs include quoted
prices for similar assets and liabilities that are in active markets, “as if” conversions for
constrained instruments, discounts for trading volume constraints and others such as
interest rates and yield curves that are obtainable at common intervals.




HFP CAPITAL MARKETS LLC
(FIK/A AM CAPITAL, LLC)
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2008
(continued)

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

Level 3 — Fair value measurements based on valuation techniques that use
significant inputs that are unobservable. Unobservable Level 3 inputs include commonly
used pricing models, the Company’s internally developed data and assumptions for
valuation methodology and other information used by the Company to assist in exercising
judgment for instruments that fall into this level.

The availability of observable inputs can vary from instrument to instrument and
is affected by a wide variety of factors. This includes the type of instrument, whether the
instrument is new and not yet established in the marketplace, and other characteristics
particular to the transaction. To the extent that valuation is based on models or inputs
that are less observable or unobservable in the market, the determination of fair value
requires more judgment. Accordingly, the degree of judgment exercised by the Company
in determining fair value is greatest for instruments categorized in Level 3. In certain
cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, the instrument is reported in the lowest level that has a
significant input. Even when inputs are not observable, the Company’s own assumptions
and methodologies are established to reflect those that market participants would use in
pricing the asset or liability at the measurement date. In addition, during periods of
market dislocation, the observability of inputs may be reduced for many instruments.

This condition could cause an instrument to be reclassified to a lower level within the fair
value hierarchy.

d) 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 and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenses during the reported period. Actual results
could differ from the estimates that were used.

d) Securities Transactions
Transactions in securities are recorded on a trade-date basis. Securities owned or

sold, but not yet purchased, are valued at market including accrued interest on bonds. All
resulting gains and losses are included in members’ capital.



HFP CAPITAL MARKETS LLC
(F/K/A AM CAPITAL, LLC)
NOTES TO FINANCIAL STATEMENT
- DECEMBER 31, 2008

(continued)

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

The Company's trading activities include short sales of equity securities.
Subsequent market fluctuations may require purchasing the securities at prices which
may differ from the market value reflected on the statement of financial condition. In
many cases, the Company limits its risk by holding offsetting security positions.

e) Depreciation and Amortization

Furniture and equipment are carried at cost, and are depreciated using the straight-
line method over their estimated useful lives.

f) Income Taxes

No provision for federal and state income taxes has been made since the
Company is not a taxable entity. The members are individually liable for the taxes on
their share of the Company's income or loss. The Company is liable for New York City
Unincorporated Business Tax on its business operations. For the year ended December

31, 2008, there was no required accrual due to net operating loss carryforwards from
prior years.

NOTE 2 - RECEIVABLE FROM CLEARING BROKER

The Company clears all its securities transactions including their own customer
transactions through Ridge Clearing & Outstanding Solutions, their clearing broker,
pursuant to a clearance agreement.

The Company has agreed 1o indemnify its clearing broker for losses the clearing
broker may sustain as a result of the failure of the Company's customers to satisfy their
obligations in connection with their delivery versus payment of securities transactions.

As of December 31, 2008, there were no customer accounts with deficiencies
which presented any risks.

NOTE 3 - NET CAPITAL REQUIREMENT

The Company is subject to SEC Uniform Net Capital 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, may not exceed 15 to 1. As of December 31,
2008 the Company had net capital of $419,459, which was $319,459 in excess of its
required net capital of $100,000.




HFP CAPITAL MARKETS LLC
(F/K/A AM CAPITAL, LLC)
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2008
(continued)

NOTE 4 - SIGNIFICANT GROUP CONCENTRATION OF RISK

In the normal course of its business, the Company enters into financial
transactions where the risk of potential loss due to changes in the market (market risk) or
failures of the other parties to the transaction to perform (counterparty risk) exceeds the
amounts recorded for the transaction.

The Company's policy is to continuously menitor its exposure to the market and
[ counterparty risk through the use of a variety of financial, position and credit exposure
reporting and control procedures. In addition, the Company has a policy of reviewing the

customers and other counterparties with which it conducts business.

As of December 31, 2008, therc were no customer accounts having debit balances

which presented any risks nor was there any exposure with any other transaction
conducted with any other broker.
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