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OATH OR AFFIRMATION

I, Scott D. Daniels : , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HRC Fund Associates, LLC , as of
December 31, 20 09 , are true and correct. I 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:

/ ,.

= 5

_— e StEnature

Cro ) Fovod

I Notary Public
ANDREW P. NOWACK
Notary Public, State of New York
No. 02N06029405

This report** contains (check all applicable boxes): MyC Q“’“ﬁ.dsi" King County
ommission Expires August 16, 2013

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(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.

(j) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for 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 con-

solidation.
() An Oath or Affirmation.

(m) 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 the previous audit.
(o) Independent auditor's report on internal accounting control.

(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5.

A0 O dErmaenan

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Rothstein Kass

INDEPENDENT AUDITORS' REPORT

To the Members of
HRC Fund Associates, LL.C

We have audited the accompanying statement of financial condition of HRC Fund Associates, LLC (the “Company”)
(formerly Liberty Street Securities LLC) as of December 31, 2009. This statement of financial condition is the
responsibility of the Company's 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 a 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 Company's internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a 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 a 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 HRC Fund Associates, LLC as of December 31, 2009, in conformity with accounting principles
generally accepted in the United States of America.

KW/KW L@mzpaw.rj P e .

Roseland, New Jersey
February 10, 2010

An independent firm associated with AGN International Ltd ﬁkgmm



HRC FUND ASSOCIATES, LLC

TATEMENT OF FINANCIAL CONDITION

December 31, 2009

ASSETS

Cash and cash equivalent $ 186,753
Fees receivable 37,629
Deferred tax asset 13,558
Prepaid expenses 15,087

$ 253,027

LIABILITIES AND MEMBERS' EQUITY

Liabilities
Accounts payable and accrued expenses $ 47,053
Members' equity 205,974

S 250027

See accompanying notes to financial statements. 2



{RC FUND ASSOCIATES, LLC

NOTES TO FINANCIAL STATEMENTS

1. Nature of business and summary of significant account policies
Nature of Business

HRC Fund Associates, LLC (the "Company") (formerly Liberty Street Securities LLC) is a broker-dealer registered
with the Securities and Exchange Commission (“SEC”). The Company is also a member of the Financial Industry
Regulatory Authority (‘FINRA”). The Company’s operations consist of acting as a placement agent (or finder) for
hedge funds and similar private investment funds and marketing agent for registered mutual funds. The Company
markets these mutual funds exclusively to other registered broker-dealers and financial consultants and does not
transact any wholesale or retail sales of mutual fund shares. The Company is registered as a broker-dealer in 34
states and has one office located in New York City.

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the
United States of America (“GAAP”).

These financial statements were approved by management and available for issuance on (February 10, 2010).
Subsequent events have been evaluated through this date.

Cash Equivalent

The Company considers its investments in a short-term money market account to be a cash equivalent.

Fees Receivable

The Company carries its fees receivable at cost less an allowance for doubtful accounts. On a periodic basis, the
Company evaluates its fees receivable and establishes an allowance for doubtful accounts. Fees receivable are
written off when management determines the fees are not collectible. No allowance for doubtful accounts was
required at December 31, 2009.

Management, Performance and Marketing Fees

Management and performance fees are recognized based on the terms of the related contracts and financial
information received by management reflecting the capital balances of the managed funds and the performance of
the respective funds. According to a referral agreement with an affiliated investment advisor, marketing fees are
recognized based on a percentage of the fee received by the advisor.

Income Taxes

The Company is a limited liability company. As such, it is not subject to any federal or state taxes on its income and
all earnings and losses flow directly to the members. The Company is subject to the New York City Unincorporated

Business Tax (‘UBT").

The Company follows an asset and liability approach to financial accounting and reporting for income taxes. Deferred
income tax asset and liabilities are computed for difference between the financial statement and tax bases of assets
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HRC FUND ASSOCIATES, LLC

NOTES TO FINANCIAL STATEMENTS

—
1. Nature of business and summary of significant account policies (continued)

Income Taxes (continued)

and liabilities that will result in taxable or deductible amounts in the future based on the 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 the deferred income tax assets to the amount expected to be realized. As of
December 31, 2009, the Company’s deferred tax asset is comprised of organizational costs incurred by the Company
which have been expensed on the books, but are amortized over 180 months for income tax purposes and net
operating loss carry-forwards. v '

The determination of the Company’s provision for income taxes requires significant judgment, the use of estimates,
and the interpretation and application of complex tax laws. Significant judgment is required in assessing the timing
and amounts of deductible and taxable items and the probability of sustaining uncertain tax positions. The benefits of
uncertain tax positions are recorded in the Company’s financial statements only after determining a more-likely-than-
not probability that the uncertain tax positions will withstand challenge, if any, from tax authorities. When facts and
circumstances change, the Company reassesses these probabilities and records any changes in the financial
statements as appropriate. Accrued interest and penalties related to income tax matters are classified as a
component of income tax expense.

In accordance with GAAP, the Company is required to determine whether a tax position of the Company is more
likely than not to be sustained upon examination by the applicable taxing authority, including resolution of any
related appeals or litigation processes, based on the technical merits of the position. The tax benefit to be
recognized is measured as the largest amount of benefit that is greater than fifty percent likely of being realized
upon ultimate settlement. De-recognition of a tax benefit previously recognized could result in the Company
recording a tax liability that would reduce net assets. This policy aiso provides guidance on thresholds,
measurement, de-recognition, classification, interest and penalties, accounting in interim periods, disclosure, and
transition that is intended to provide better financial statement comparability among different entities. It must be
applied to all existing tax positions upon initial adoption and the cumulative effect, if any, is to be reported as an
adjustment to net assets as of January 1, 2009. Based on its analysis, the Company has determined that the
adoption of this policy did not have a material impact on the Company’s financial statements upon adoption.
However, management’s conclusions regarding this policy may be subject to review and adjustment at a later date
based on factors including, but not limited to, on-going analyses of and changes to tax laws, regulations and
interpretations thereof.

Generally the Company is no longer subject to income tax examinations by major taxing authorities for years
before 2006.

Use of Estimates

The preparation of financial statements in conformity with GAAP 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.



C FUND ASSOCIATES, LLC

TO FINANCIAL STATEMENTS

2. Related party transactions
Service Agreement

Pursuant to a service agreement, an affiliate of the Company provides various services and other operating
assistance to the Company. The agreement provides for professional services, physical premises, utilities, the use of
fixed assets, travel, insurance, subscriptions, taxes, personnel, and other general and administrative services. The
total amount charged by the affiliate, under this agreement, was approximately $116,000 for the year ended
December 31, 2009. At December 31, 2009 the amount due to the affiliate for fees pursuant to the service
agreement was nil.

An affiliate of the Company provides bookkeeping, accounting, tax preparation and compliance services. The total
amount charged by the affiliate was approximately $51,600 for the year ended December 31, 2009. At December
31, 2009 approximately $2,500 was due to the affiliate for such services.

Major Customer

Management, performance and marketing fees were earned from two customers, which accounted for 100% of the
fees earned in 2009 and 100% of the fees receivable at December 31, 2009. The general partner of the
customers from which the Company has derived its management and performance fees for the year ended
December 31, 2009 are owned 50% by an individual who is also a member of the Company.

3. Net capital requirement

The Company, as a member of FINRA, is subject to the SEC Uniform Net Capital Rule 15¢3-1. 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 1 and that equity capital may not be withdrawn if the resulting net capital ratio would
exceed 10 to 1. At December 31, 2009, the Company's net capital was approximately $140,000, which was
approximately $135,000 in excess of its minimum requirement of $5,000.

4. Exemption from Rule 15¢3-3

The Company is exempt from the Securities and Exchange Commission Rule 15¢3-3 pursuant to the exemptive
provisions of sub paragraph (k)(2)(i) and therefore, is not required to maintain a "Special Reserve Bank Account
for the Exclusive Benefit of Customers".

5. Income taxes

At December 31, 2009, the Company had net operating loss carry forwards of approximately $351,000 for New
York City UBT, which along with a temporary difference due to the amortization of organization costs of
approximately $92,000, resulted in a deferred tax asset of approximately $14,000. The net operating loss carry
forwards begin to expire in 2028. The Company recorded a deferred tax benefit of approximately $10,000 for the
year ended December 31, 2009 in the accompanying financial statements.



6. Concentrations of credit risk

The Company maintains its cash balances in various financial institutions, which at times, may exceed federally
insured limits. These balances are insured by the Federal Deposit Insurance Corporation up to $250,000 per
institution through December 31, 2013. The Company has not experienced any losses in such accounts and
believes it is not subject to any significant credit risk on cash.



