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OATH OR AFFIRMATION

John Devaney swear or affirm that to the best of

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

United Capital Markets Inc as

of February 24 20__10 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 customer except as follows

NOTARY BLTC STATE OF FLORIDA
______________________________________

gnate

1DICTHRUATLrnCBONDINGCO
Title

tary Public

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
L1 Statement of Changes in Financial Condition

LI Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

AReconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Forconditions of confidential treatment of certain portions of this filing see section 240.17a-5e3
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Year Ended December 31 2009

c9tin Koch



GinthterKoch

Independent Auditors Report

To the Board of Directors

United Capital Markets Inc

Key Biscayne Florida

We have audited the accompanying statement of financial condition of United Capital Markets Inc the

Company wholly owned subsidiary of United Capital Markets Holdings Inc the Parent as of

December 31 2009 and the related statements of operations changes in stockholders equity and cash

flows for the year then ended that you are filing pursuant to rule l7a-5 under the Securities Exchange Act

of 1934 These linancial statements are the responsibility of the Companys management Our

responsibility is to express an opinion on these financial statements 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 statements are free of material misstatement An audit includes examining

on test basis evidence supporting the amounts and disclosures in the financial statements 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 reasonable

basis for our opinion

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

financial position of United Capital Markets Inc as of December 31 2009 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

Our audit was conducted lbr the purpose of Ibrming an opinion on the basic financial statements taken as

whole The inlbrmation contained in Schedule is presented for purposes of additional analysis and is

not required part of the basic financial statements but is supplementary information required by rule

17a-5 of the Securities Exchange Act of 1934 Such information has been subjected to the auditing

procedures applied in the audit of the basic financial statements and in our opinion is fairly stated in all

material respects in relation to the basic financial statements taken as whole

/htth1 J%eAie

Coral Gables Florida

February 25 201

owx



United Capital Markets Inc

Statement of Financial Condition

For the Year Ended December 31 2009

Assets

Cash and cash equivalents

Receivable from clearing organization

Securities owned at fair value

Deposit with clearing organization

Furniture and equipment at cost

net of accumulated depreciation of $355147

Interest receivable

Other assets

Total assets

See accompanying notes to financial statements

14503

753152

2220094

2000000

74312

18439

50890

5131390

Liabilities and Stockholders Equity

Liabilities

Payable to clearing organization 684697

Accounts payable and accrued expenses 664998

Total liabilities 1349695

Stockholdes equity

Common stock no par value 2000 shares authorized 100 shares

issued and outstanding 6000

Additional paid-in capital 73853970

Accumulated deficit 70078275
Total stockholders equity 3781695

Total liabilities and stockholders equity 5131390
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United Capital Markets Inc

Notes to Financial Statements

December 31 2009

Note Organization

United Capital Markets Inc the Company wholly owned subsidiary of United Capital Markets

Holdings Inc the Parent is registered broker-dealer under the Securities Exchange Act of 1934 and

member of the Financial Industry Regulatory Authority FINRA The Company markets fixed

income securities including private label asset-backed and government agency securities to other broker-

dealers and financial institutions through its office located in Florida

The Company clears its securities transactions on ftilly disclosed basis through Pershing LLC the

clearing organization

Note Significant Accounting Policies

Securities transactions

Proprietary and customer securities transactions and the related revenues and expenses are recorded on

trade date basis as if they had settled Securities owned and securities sold not yet purchased are stated

at fair value with related realized and unrealized gains or losses reflected in principal transactions in the

statement of operations Fair value is generally based on published market prices or other relevant factors

including independent price quotations and the Companys valuation models using methodologies such as

the present value of known or estimated cash flows

Proprietary securities transactions in regular-way trades are recorded on the trade date as if they had

settled Profit and loss arising from all investment transactions entered into for the account and risk of the

Company as well as related commission expenses are recorded on trade date basis

Amounts receivable and payable for securities transactions that have not reached their contractual

settlement date are recorded net on the statement of financial condition

Marketable securities are valued at market and securities not readily marketable are valued at fair value

as determined by management

Furniture and equipment

Furniture and equipment are recorded at cost Depreciation is calculated using the straight-line method

over the useful lives of the assets which range from three to five years

Concentration of Credit Risk

The Company maintains cash in bank deposit accounts which at times exceed federally insured limits

The Company has experienced no losses associated with these accounts

Interest income

Interest income is earned from the underlying securities owned the deposit with the clearing organization

and collateralized financing transactions and are accounted for on an accrual basis
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United Capital Markets Inc

Notes to Financial Statements

December 31 2609

Note Significant Accounting Policies continued

Interest Expense

Interest expense is incurred on the Companys financing of its proprietary inventory Such interest

expense is accounted for on an accrual basis

Use of Estimates

The financial statements are prepared in accordance with accounting principles generally accepted in the

United States of America the GAAP The preparation of the financial statements in conformity with

GAAP requires management to make estimates and assumptions that affect amounts reported in the

financial statements and accompanying notes Management believes that the estimates utilized in

preparing its financial statements are reasonable and prudent Actual results could differ from these

estimates

Income taxes

The Company with the consent of its Parent has elected under the Internal Revenue Code to be

Qualified Subchapter Subsidiary QSSS As QSSS the Companys income is included in its

Parents tax return The Parent is subchapter corporation
which is 100% owned by an individual who

is taxed on all of the Companys taxable income Therefore no provision or liability for federal income

taxes has been included in the financial statements The Company is not subject to state and local income

taxes

Subsequent Events

Management has evaluated subsequent events through February 25 2010 the date which the financial

statements were available for issue

Note Securities

Accounting Standards Codification ASC 820 Fair Value Measurements and Disclosures defines fair

value establishes fair value hierarchy which prioritizes the inputs to valuation techniques Fair value is

the price that would be received to sell an asset or paid to transfer liability in an orderly transaction

between market participants at the measurement date fair value measurement assumes that the

transaction to sell the asset or transfer the liability occurs in the principal market for the asset or liability

or in the absence of principal market the most advantageous market Valuation techniques that are

consistent with the market income or cost approach as specified by ASC 820 are used to measure fair

value The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value

into three broad levels

Level inputs are quoted prices unadjusted in active markets for identical assets or liabilities

the Company has the ability to access

Level inputs are inputs other than quoted prices included within level that are observable for

the asset or liability either directly or indirectly
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United Capital Markets Inc

Notes to Financial Statements

December 31 2009

Note Securities continued

Level are unobservable inputs for the asset or liability and rely on managements own

assumptions about the assumptions that market participants would use in pricing the asset or

liability

The following table presents the Companys fair value hierarchy for those assets measured at fair value on

recurring basis as of December 31 2009

Available for sale

Asset backed securities

2220094

Significant other

observable

inputs

Level

2136816

Significant

unobservable

inputs

pvpi

83278

The estimated fair value of securities is determined based on level and level inputs derived using

market quotations and values as determined by management The fair value of investments in asset

backed securities at December 31 2009 was $2220094

The following is reconciliation of the beginning and ending balances for assets and liabilities measured

at fair value on recurring basis using significant unobservable inputs level during the year ended

December 31 2009

Note Receivable from and Payable to Clearing Organization

Fair value measurements at

Reporting date using significant

Unobservable inputs level

Available for sale

Asset back securitie

19.791.404

Included in receivable from and payable to the clearing organization are amounts payable for settled short

positions and amounts receivable for unsettled long positions The Companys principal source of short-

term financing is provided by the clearing organization from which it can borrow on an uncommitted

basis against its proprietary inventory positions subject to collateral maintenance requirements Amounts

receivable from the clearing organization at December 31 2009 were $753152 The net payable to the

clearing organization is payable on demand Amounts payable to the clearing organization at December

31 2009 were $684697

Quoted prices in

active markets

for identical assets

Description Total Level

Beginning balance

Total losses realized/unrealized

included in earnings or changes in net assets 9513829
Purchases issuances and settlements 10.194.297

Ending balance 83.278
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United Capital Markets Inc

Notes to Financial Statements

December 31 2009

Note 5- Deposit with Clearing Organization

Amounts represent the Companys required interest bearing deposits with the Companys clearing

organization to cover potential trading losses

Note 6- Furniture and Equipment

Furniture and equipment consists of the following at December 31 2009

Furniture and equipment 429459

Less accumulated depreciation
355 147

74..312

Depreciation expense for the year ended December 31 2009 was $229201

Note 7- Transactions with Customers

For transactions where the Companys clearing organization extends credit to customers the clearing

organization seeks to control the risks associated with these activities by contractually requiring

customers to maintain margin collateral in compliance with various regulatory and clearing organization

guidelines

The Company applies the provisions of the Accounting Standard Codification ASC 460 Guarantees

Including Indirect Guarantees of Indebtedness of Others ASC 460 provides accounting and disclosure

requirements for certain guarantees The Company has agreed to indemnify the clearing organization for

losses that it may sustain from the customer accounts introduced by the Company At December 31

2009 there were no customer balances maintained at its clearing organization and subject to such

indemnification During 2009 the Company incurred no losses under the terms of this indemnification

In accordance with the margin agreement between the clearing organization and customers customer

balances are collateralized by customer securities and supported by other types of recourse provisions

including the right to request customers to deposit additional collateral or reduce securities positions

without the consent of the customer

Note 8- Commitment

The Company is committed to pay rent for office and storage space under annual operating leases with

minimum annual rental payments which do not have stated renewal periods In addition the leases

require the Company to pay for operating expenses and real estate taxes

The current year expense on lease arrangements was approximately $622722
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United Capital Markets Inc

Notes to Financial Statements

December 31 2009

Note 9- Contingencies

Since 2008 the Company is involved in certain FINRA Dispute Resolution arbitration proceedings

involving substantial monetary claims The legal counsel of the Company is unable to express an opinion

on the outcome of such arbitration matters at this time The management of the Company believes that it

is unlikely that these arbitration proceedings will have an adverse effect on the Companys business

financial condition or operating results

The Company is also involved in various claims and legal proceedings covering wide range of matters

that arise in the ordinary course of its business activities including breach of fiduciary duty constructive

fraud fraud by misrepresentation and omission failure to supervise and control and violation of state and

federal securities laws Management believes that any liability that may ultimately result from the

resolution of these matters will not have material adverse effect on the financial condition or operating

results of the Company

Note 10- Related Party Transactions

The Company paid $51438 during 2009 to its affiliates for expenses related to compensation for services

rendered to the Company Such amounts are included in the statement of operations as compensation and

benefits

Note 11 Net Capital Requirements

Pursuant to the net capital provisions of Rule l5c3-l of the Securities Exchange Act of 1934 the

Company is required to maintain minimum net capital as defined under such rule At December 31

2009 the Company had regulatory net capital of $3283581 an excess of $3183851 over the required

minimum net capital of $100000 At December 31 2009 the Companys percentage of aggregate

indebtedness to net capital was 20.25%

deposit in the amount of $2000000 is held with the clearing organization and is considered an

aflowable asset in the computation of net capital pursuant to an agreement dated November 14 2005

between the Company and the clearing organization
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