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INDEPENDENT AUDITORS REPORT

The Member of

ICP Securities LLC

We have audited the accompanying statement of financial condition of ICP Securities LLC the Company as of

December 31 2009 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 ICP Securities LLC as of December 31 2009 in conformity with accounting principles generally

accepted in the United States of America

The accompanying financial statements have been prepared assuming that the Company will continue as going

concern As discussed in Note during March 2010 the Company commenced winding down its trading operations

Based on the current level of business activity there is substantial doubt about the Companys ability to continue as

going concern The financial statements do not include any adjustments that might result from the outcome of this

uncertainty

Roseland New Jersey

May 24 2010

An independent firm associated with AGN International Ltd AGN



December 31 2009

ASSETS

Receivables from clearing brokers including clearing deposits of $912007

LIABILITIES AND MEMBERS CAPITAL

Liabilities

Accrued expenses

Due to Parent

Total liabilities

Total Members capital

9522794

1960329

1876154

3836483

56863

9522794

LLC

IAL CONDITION

See accompanying notes to financial statement
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TATEMENT

Organization

Nature of Business

ICP Securities LLC the Company is Delaware registered limited liability company The Company is broker-

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

Regulatory Authority FINRA

The Company is engaged in structuring origination trading and distribution of leveraged credit structures The

Company is engaged primarily in riskless principal transactions

Summary of significant accounting policies

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the

United States of America GAAP

Use of Estimates

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

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

are reasonable and prudent Actual results could differ from these estimates

Fair Value Measurements

Under Financial Accounting Standard Board FASB Accounting Standards Codification ASC 820 guidance is

provided as to the use of fair value to measure assets and liabilities and disclosures about fair value

measurements ASC 820 defines fair value establishes framework for measuring fair value under GAAP and

enhances disclosures about fair value measurements Fair value is defined under ASC 820 as the exchange price

that would be received for an asset or paid to transfer liability an exit price in the principal or most

advantageous market for the asset or liability in an orderly transaction between market participants on the

measurement date Changes in fair value of these financial assets and liabilities are recognized in earnings when

they occur ASC 820 requires an entity to maximize the use of observable inputs and minimize the use of

unobservable inputs when measuring fair value The standard describes three levels of inputs that may be used to

measure fair value which are as follows

Level Quoted prices in active markets for identical assets or liabilities

Level Observable inputs other than Level prices such as quoted prices for similar assets or liabilities

quoted prices in markets that are not active or other inputs that are observable or can be corroborated by

observable market data for substantially the full term of the assets or liabilities
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Summary of significant accounting policies continued

Fair Value Measurements continued

Level Unobservable inputs that are supported by little or no market activity and that are significant to the fair

value of the assets or liabilities Level assets and liabilities include financial instruments whose value is

determined using pricing models discounted cash flow methodologies or similar techniques as well as

instruments for which the determination of fair value requires significant management judgment or estimation

The financial asset or liability categorization within the valuation hierarchy is based upon the lowest level of input

that is significant to the fair value measurement

The Company is primarily engaged in riskiess principal transactions whereby trades are executed only when

buyer and seller exist Therefore the Company generally does not hold any positions in securities The Company
did not hold any positions in securities at December 31 2009 ASC 820 had no impact on the operations of the

Company for the year ended December 31 2009 Management will continually assess the impact of ASC 820 on

the Companys operations and financial statements

Fair Value of Financial Instruments

ASC 825 provides guidance over required disclosures related to financial instruments ASC 825 requires the

disclosure of the fair value of certain financial instruments and the methods and significant assumptions used to

estimate their fair values Certain financial instruments that are not carried at fair value on the statement of

financial condition are carried at amounts that approximate fair value due to their short-term nature These

instruments include receivable from clearing broker accrued expenses and due to Parent

Revenue and Expense Recognition

Principal transactions and related revenues and expenses are recorded on trade date basis Profit and loss

arising from all securities transactions entered into for the account and risk of the Company are recorded on

trade date basis Revenue from interest income is recognized on an accrual basis and fees for services provided

are recognized in the periods in which the services are performed Expenses are recognized on an accrual basis

and are expensed when incurred

Assets and liabilities denominated in foreign currencies are translated at year-end rates of exchange whereas the

statement of income accounts are translated at exchange rates prevailing at the end of each calendar month

throughout the year Gains resulting from foreign currency transactions amounted to $119950 and are included

within income from principal transactions in the statement of income

Cash Equivalents

The Company has defined cash equivalents to include highly liquid investments of sufficient credit quality with

original maturities of less than ninety days that are not held for sale in the ordinary course of business
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Summary of significant accounting policies continued

Indemnification

In the ordinary course of business the Company enters into contracts or agreements that contain variety of

indemnifications or warranties Future events could occur that lead to the execution of these provisions against the

Company The Companys maximum exposure under these arrangements is unknown however the Company
has not paid prior claims or losses pursuant to these contracts and expects the risk of loss to be remote

Accordingly the Company has not accrued any liability in connection with such indemnifications at December 31

2009

Income Taxes

The Company is single member limited liability company and as such is treated as disregarded entity for tax

purposes The Companys income and expense items will be included in the tax returns of the Parent New

York City Unincorporated Business Income Tax UBT return will be filed by the Parent and any taxes due will be

paid by the Parent For the year ended December 31 2009 UBT is computed by the Company on its pre-tax

income on separate return basis at the maximum tax rate of 4% Differences if any to the effective tax rate are

absorbed by the Parent The current tax expense in the amount of $956900 is included in computing the amount

due to Parent in the accompanying statement of financial condition

Accounting for Uncertainty in Income Taxes

The FASBs ASC 740 Income Taxes includes clarification of the accounting for uncertainty in income taxes

recognized in an entitys financial statements The interpretation prescribes recognition threshold and

measurement attribute for the financial statement recognition and measurement of tax position taken or expected

to be taken in tax return Under Topic 740 the benefit of tax position may be recognized only if it is more likely

than not that the tax position will be sustained based on the technical merits of the position by taxing authority

having full knowledge of all relevant information tax position that meets the more likely than not recognition

threshold is to be measured as the largest amount of tax benefit that is greater than 50 percent likely of being

realized upon ultimate settlement with the taxing authority Topic 740 also provides guidance on derecognition

classification and interest and penalties Further the disclosure provisions of Topic 740 call for more information

about the uncertainty in income tax assets and liabilities Beginning January 2008 the Company adopted Topic

740 Management has concluded that the adoption of Topic 740 has no impact on the operations of the Company

However managements conclusions regarding Topic 740 will be subject to review and may be adjusted at later

date based on factors including but not limited to on-going tax analyses of tax laws regulations and

interpretations thereof No provision for Topic 740 liability is made in the accompanying financial statements of the

Company since such liability if any is that of the Parent and not of the Company



Expense Sharing Agreement

The Company has entered into an Expense Sharing Agreement with its Parent the Services Agreement that has

term of one year and is automatically renewed annually unless terminated or modified by written notice

Pursuant to the Services Agreement the Parent provides administrative facility and other management and back-

office services to the Company The Companys obligation to pay the Parent pursuant to the Services Agreement

shall be forgiven if the payment would cause the Companys net capital to fall below 120% of its minimum net

capital requirement under SEC Rule 15c3-1 the Rule or if applicable the Companys aggregate indebtedness

would exceed 1200% of its net capital under the Rule

Under the Services Agreement the Company receives management operational financial and treasury support

from the Parent An affiliate of the Company also provides brokerage and advisory services to the Company The

Parent and its affiliate have decided not to charge the Company for any of the costs in rendering such services

The Parent also pays various professional fees on behalf of the Company for which it has not charged the

Company The Parent has estimated the value of these services and professional fees to total $3175000 for the

year ended December 31 2009 Of the total estimated value approximately $1.5 million is associated with

licensing and subscription fees paid to external pricing and information services and approximately $0.7 million is

associated with payroll related costs The remaining amount represents various other categories including but not

limited to regulatory consulting professional administrative and office support services

For the year ended December 31 2009 the Company incurred occupancy expenses for the office space provided

by the Parent relating to the Services Agreement described above in the amount of $376250 and such amount is

recorded as Service fees in the statement of income and is included in due to Parent in the accompanying

statement of financial condition

Other

There is no interest assessed on the outstanding amounts due to the Parent

Some of the officers of the Company are also members of the Parent

Concentration of Credit Risk and Off-Balance-Sheet Capital Risk

In the normal course of business securities transactions of customers of the Company are introduced and cleared

through correspondent unaffiliated clearing broker Pursuant to an agreement between the Company and its

correspondent clearing broker under certain conditions the correspondent clearing broker has the right to charge

the Company for unsecured losses that result in the event that customer or counterparty is unable to fulfill its

contractual obligations The Company has policy of reviewing as considered necessary the credit standing of

each counterparty and customer with which it conducts business The Company maintains significant receivable

balance with its clearing broker The Company has not experienced any losses in that regard and believes it is not

subject to any significant risk of loss on that receivable

LLC

STATEMENT

Related Party Transactions
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Concentration of Credit Risk and Off-Balance-Sheet Capital Risk continued

The Company also is engaged in various brokerage activities whose counterparties primarily include other financial

institutions In the event counterparties do not fulfill their obligations the Company may be exposed to risk The

risk of default depends on the creditworthiness of the counterparty and the underlying collateral for its obligations

to the Company or its clearing broker It is the Companys policy to review as necessary the credit standing of

each counterparty with which it conducts business

At December 31 2009 the Company has good faith deposit of $912007 held at its clearing brokers which is

included in receivable from clearing broker in the accompanying statement of financial condition

Under the Companys agreement with its clearing broker the Company is subject to minimum deposit of

$550000 minimum monthly clearance and execution fee of $30000 through February 2010 $35000 per month

through February 2011 $30000 per month through March 2012 and minimum net capital requirement of

$250000

Net Capital Requirements

The Company as member of FINRA is subject to the Securities and Exchange Commission Uniform Net Capital

Rule 5c3-1 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 or

cash dividends paid if the resulting net capital ratio would exceed 10 to At December 31 2009 the Companys net

capital was approximately $5200000 which was approximately $4900000 in excess of its minimum requirement of

approximately $300000

Advances to affiliates dividend payments and other equity withdrawals are subject to certain notification and other

provisions of Rule 15c3-1

Exemption from Rule 15c3-3

The Company is exempt from the Securities and Exchange Commission Rule 15c3-3 and therefore is not required

to maintain Special Reserve Bank Account for the Exclusive Benefit of Customers

Contingencies

Pursuant to recent routine FINRA examination the Company was notified by FINRAs staff of instances where it

disagreed with the Companys treatment of certain transactions that had occurred during 2009 Management

believes that the Companys treatment of the transactions was proper and accordingly the Company expects the

impact of the finalization of the examination to be immaterial



IC SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Subsequent Events

In accordance with U.S GAAP disclosure requirements on subsequent events management has evaluated events

for possible recognition or disclosure in the financial statements through May 24 2010 the date the financial

statements are issued With the exception of the matters discussed in the following paragraphs management of the

Company has determined that there are no other material events that would require further disclosure or recognition

in the Companys financial statements through this date

The Company and certain affiliates are presently subject to an ongoing Securities and Exchange Commission

investigation Though the ultimate outcome of this investigation cannot presently be determined management does

not believe that there will be any adverse impact to the Company resulting from the investigation The Company and

is affiliates plan to continue to vigorously defend this matter

From January 12010 through the date of the report the Company has distributed $6000000 to its Parent

On March 16 2010 the Company terminated its clearing agreement with one of its clearing brokers The Company

paid termination fee of $50000 and the remaining securities were distributed back to the Company

In addition during March 2010 the Company commenced winding down trading operations Based on the current

level of business activity there is significant doubt about the Companys ability to continue as going concern

The Company is not in compliance with SEC Rule 17a-5 Reports to be made by certain brokers and dealers as

it has not completed its annual filing for the year ended December 31 2009 in timely manner The filing of this

report with the SEC and FINRA is made to satisfy the filing requirement even though the filing is not being made in

timely manner


