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Certified Public Accountants Consultants

12667 Alcosta Blvd Suite 500

San Ramon CA 94583-4427

ph 925.790.2600
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AUDITORS REPORT

To the Member of

Union Square Advisors LLC
San Francisco California

We have audited the accompanying statement of financial condition of Union Square Advisors LLC as

of December 31 2008 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 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 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

financial statement 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 reasonable basis for our opinion

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

financial position of Union Square Advisors LLC at December 31 2008 in conformity with accounting

principles generally accepted in the United States of America

/6/4M Z-z-P

ARMANINO McKENNA LLP

San Ramon California

February 17 2009

SAN FANCSCO SAN JOSE LONc3 BEACH

MOORE STEPHENS



UNION SQUARE ADVISORS LLC

Statement of Financial Condition

December 31 2008

ASSETS

Assets

Cash and cash equivalents
2703116

Accounts receivables 25000

Other receivables net 171685

Prepaid expenses
13967

Property and equipment net 718027

Intangibles net
6106

Total assets
3637901

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable
83251

Accrued expenses
1746932

Deferred rent
319833

Total liabilities 2150016

Commitments and contingencies Note

Members equity
1487885

Total liabilities and members equity
$3637901

The accompanying notes are an integral part of these financial statements
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UNION SQUARE ADVISORS LLC

Notes to Financial Statement

December 31 2008

Nature of Business and Summary of Accounting Policies

Nature of business

Union Square Advisors LLC the Company was formed as Delaware limited liability

company on June 15 2006 originally as Seacliff Group LLC and subsequently changed its name

to Union Square Advisors LLC The Company is licensed FINRA broker/dealer in California

and New York with offices in San Francisco and New York

The Company provides customized strategic mergers and acquisitions and private placement

advice to technology growth companies

Liquidity

As of the date of the preparation of these financial statements the Companys cash and cash

equivalents need to be augmented to meet its future objectives and obligations In the event the

Company is unable to generate sufficient revenues while controlling costs it will need to obtain

additional financing If additional financing is required there can be no assurance that such

financing will be available on terms acceptable to the Company Failure to raise additional equity

or borrowings may adversely impact the Companys ability to achieve its intended business

objectives The accompanying financial statements do not include any adjustments that might

result from the outcome of this uncertainty

Use of estimates

The preparation of financial statements 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 financial statements and the reported amounts of revenues

and expenses during the reporting period Actual results could differ from those estimates

Revenue recognition

Commissions and retainer fees are recognized as earned when all the services are preformed

according to terms of the contracts Interest on receivables are recognized in the period due

Managements estimates for any doubtful accounts are shown as reductions from revenue on the

statement of operations

Cash and cash equivalents

The Company classifies highly liquid investments with original maturities of three months or less

as cash and cash equivalents Cash and cash equivalents are held in major financial institutions

Periodically such balances may be in excess of federally insured limits

-3-



UNION SQUARE ADVISORS LLC
Notes to Financial Statement

December 31 2008

Nature of Business and Summary of Accounting Policies continued

Accounts receivables

Accounts receivable consist of commission and retainer fees receivable from clients Management

considers the balance fully collectible and no allowance for doubtful accounts has been recorded

Other receivables

Other receivables consist of out-of-pocket client expenses Receivables are periodically evaluated

for collectability based on past credit history with clients Allowance for doubtful accounts for

2008 was $7197

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and amortization The

cost of repairs and maintenance is expensed as incurred major replacements and improvements are

capitalized When assets are retired or disposed of the cost and accumulated depreciation are

removed from the accounts and any resulting gains or losses are included in other income

Depreciation of furniture equipment computer hardware and software is computed using the

straight-line method over the estimated useful lives of the assets ranging from to years

Amortization of leasehold improvements is computed using the straight-line method over the

lesser of the estimated useful life of the asset or the term of the lease

Intangible assets

Intangible assets which consist of domain names are stated at cost and amortized over their

estimated useful lives using the straight-line method

Long-lived assets

The Company reviews long-lived assets held and used for impairment whenever events or changes

in circumstances indicate that the carrying amount of an asset may not be recoverable

Recoverability of assets to be held and used is measured by comparison of the carrying amount

of the assets to future undiscounted net cash flows expected to be generated by the assets If such

assets are considered to be impaired the impairment to be recognized is measured by the amount

by which the carrying value of the assets exceeds the fair value of the assets There were no

impairments as of December 31 2008
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UNION SQUARE ADVISORS LLC

Notes to Financial Statement

December 31 2008

Nature of Business and Summary of Accounting Policies continued

Income taxes

The Company is limited liability company for federal and state income tax purposes Under the

laws pertaining to income taxation of limited liability companies no federal income tax is paid by

the Company The income or loss of the Company is taxed to the member in its respective return

Accordingly no provision for income taxes besides the $800 minimum state franchise tax and the

LLC gross receipts fees if applicable would be reflected in the accompanying financial

statements

Deferred rent

The Company computes rent expense on straight-line
basis for operating leases that contain

certain provisions for scheduled rent increases over the lease term The difference between rent

expense and rent payments over the lease term is recorded as deferred rent liability

Advertising costs

The Company expenses advertising costs as incurred

Customer concentrations

The Company derives substantial amount of its revenue from companies in the technology

sector Accordingly its revenue base and recoverability of its receivables depend to some degree

on the economic prosperity of companies within this industry

Risks and uncertainties

The Company has offices in California and New York but operates internationally providing

services related to strategic mergers and acquisitions and private placement advice to growth

companies The industry has been experiencing and is expected to continue to experience severe

instability in the economy The National Bureau of Economic Research officially declared that the

United States entered into recession in December 2007 and has remained there since The length

of the recession and whether the situation worsens is yet to be determined Given these events and

circumstances banks and investors have become increasingly cautious regarding financing

decisions given the uncertainty around what the future holds for themselves the counterparty of

the transaction and the overall economy These circumstances have resulted in the U.S economy

entering period of significant uncertainty Should the economic situation worsen significantly

the Company may be adversely affected
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UNION SQUARE ADVISORS LLC

Notes to Financial Statement

December 31 2008

Nature of Business and Summary of Accounting Policies continued

Fair value measurements

The Company adopted Statement of Financial Accounting Standards No 157 Fair Value

Measurements SFAS 157 as of January 2008 SFAS 157 clarifies the definition of fair

value describes methods used to appropriately measure fair value and expands fair value

disclosure requirements but does not change existing guidance as to whether or not an instrument

is carried at fair value In February 2008 the FASB issued FASB Staff Position TSP 157-2

which delays the effective date of SFAS Statement No 157 for all nonfinancial assets and

liabilities except those that are recognized or disclosed at fair value in the financial statements on

recurring basis at least annually until January 2009 The adoption of SFAS No 157 did not

have significant impact on the Companys financial position or results of operations

Net Capital Requirements

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

Rule SEC Rule 15c3-1 which requires
the maintenance of minimum net capital and requires

that the ratio of aggregate indebtedness to net capital not exceed 15 to At December 31 2008

the Company had net capital of $553100 which was $409766 in excess of its required net capital

of $143334 The Companys net capital ratio was 3.89 to at December 31 2008

Exemption from Rule 15c3-3

The Company operates pursuant to the exemption provisions of k2i under SEC Rule 5c3-3

reserve requirements for brokers and dealers as the Company does not hold funds or securities

for customers and it promptly transmits all funds and delivers all securities in connection with its

activities as broker or dealer

Property and Equipment

Property and equipment consists of the following at December 31 2008

Computers and equipment $247996

Furniture and fixtures 36813

Software 25693

Leasehold improvements 554671

Less accumulated depreciation 147146

$718027
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UNION SQUARE ADVISORS LLC

Notes to Financial Statement

December 31 2008

Intangible Assets

Intangible assets consist of the following at December 31 2008

Registered domain name $7000

Less accumulated amortization 894

$6 106

Commitments and Contingencies

Leases

The Company leases office space in San Francisco and New York under non-cancelable operating

leases which expire on February 28 2009 and December 31 2017 respectively Additionally the

Company leases certain office equipment which expires on July 31 2011

Future minimum payments under non-cancelable operating leases are as follows

Year Ending December 31

2009 526468

2010 489848

2011 482143

2012 471357

2013 499752

Thereafter 1999008

$4.468.576

In January 2009 the Company entered into new lease in San Francisco The lease has term of

19 months and commences February 2009 The Company plans to relocate its corporate

headquarters to these new facilities in February 2009

Letter of credit

At December 31 2008 the Company has $485555 letter of credit in the favor of the New York

office landlord The letter of credit expires February 15 2018
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UNION SQUARE ADVISORS LLC

Notes to Financial Statement

December 31 2008

Employee Benefit Plan

The Company has profit sharing/40 1k plan for the benefit of its employees The plan covers all

eligible employees and it provides the employees with the opportunity to make contributions to

the plan on tax deferred basis The Company may make discretionary contribution The

Company made no contributions during 2008
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