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OATH OR AFFIRMATION

I Frank Hegeman

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

, swear (or affirm) that, to the best of

, as

of  December 31 ,20 10 , are true and correct. 1 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:

4l

MONIC
'NOTARY PUBLIC-STATE OF NEW YORK
No. 01C06111608 e

Quualitied in Westchester County d
My Commission Expires October 22, 2012 2 0

yﬁ@w ColoD Z/L?///

Notary Public

Title

This report ** contains (check all applicable boxes):

(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 Proprietors’ 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.

() 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
consolidation.

(1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

OO (n) Areportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit.

O (o) Supplemental Report of Independent Auditors on Internal Control

**For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT

To the Member and Board of Dlrectors of
Fator Securltles LLC

We have audited the statement of financial condition of Fator Securities, LLC as of December 31, 2010. This
financial statement is the responsibility of the Company’s 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 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 financial statements, 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 statements referred to above present fairly, in all material respects, the financial
position of Fator Securities, LLC as of December 31, 2010 in conformlty with accounting principles generally
accepted in the United States of America. ‘

e, Chuanefs’, Mt or., MW&\‘\CD NP

‘Iselm New Jersey
March 14, 2011

New York . New Jersey San Francisco + Los Angeles Cayman Islands



FATOR SECURITIES, LLC |

STATEMENT OF FiNANCIAL CONDITION

December 31, 2010

 ASSETS
| Caéh and cash equiva!énts o - ' , $ “4,57,488
De‘posit with clearing orgayni\zation‘ | , | : . ‘ © 99,993
e Receivable from Clearing organization | ‘ : ; 12,241
\Dvue from membér,;ne‘t _ : - 28,586
B Property and‘equipment, net » ' 185,513
Pfepaid expenses o | ‘ o , . ‘ ’ : 22,617
Other assets : ‘ : ‘ | 1 ‘ 138,504 ’
""" | ‘To'tal“a’ssets‘ s o e ' ‘ $ Q44i942
LIABILITIES AND M’_EMBER'S‘EQUITY‘
| Liabilties | | |
- Accounts:payable and accrued expenses % 164,727
: Deferred rent , ' ; S 48,183
|  Total liabilities S o | | 212,910
Member's equityyy ‘ | i , : 732,032
B Tdtal liabilities and member's equity - ; | $ 944942

- See accompanying notes to financial statements.
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'FATOR SECURITIES LLC
"~ NOTESTO FINANCIAL STATEMENTS
1. - Nature of Operatio'ns and Summary of Signkificant Accounti‘ng Policies

Fator Securltres LLC (the “Company") was formed m Delaware on February 14, 2006. The Company is a wholly ]
owned subsidiary of Fator Empreendimentos E Participagdes’ Ltda (the “Member"), a holding company which.is part
of the Fator Group, one of the largest broker-dealers in Brazil. The Company is located in New York, New York.. The

~Company is a broker-dealer registered with the Securities and Exchange Commrsswn ("SEC") and is a member of
the Financial Industry Regulatory Authority ("FINRA?). ,

The Company is an mtroducmg broker that buys and sells securltles primarily for mstltu'nonal lnvestors in the United -
States of America. The Company operates under the exemptive provisions of SEC Commission Rule 15¢3-3
(k)(2)(ii). -The Company does not maintain possession and control of any customer funds or securities and is
exempt from the requirements of SEC Rule 15¢3-3. :

Basis of Presentation

The financial statements have been prepared in conformity with ‘accounting prmcrples generally accepted in the
United States of America (“GAAP”) as detailed in the Financial Accounting Standards Board's Accounting Standards
Codification. ‘

Use of Estimates -

The preparation of financial statements in conformity with GAAP requires management:-to make estimates and
assumptions that affect certain reported amounts and drsclosures Accordingly, actual resuits cou|d differ from those
estimates. : ,

Cash Equivalents ~

Cash equivalents include short-term hlghly fiquid- investments, such as money market funds, that are readily.
convertibie to known amounts of cash and have orlgrnal maturities of three months or Iess

Property and Equipment

Property and equipment is stated at cost less accumulated deprema’uon and amortrzatron The Company provrdes
for deprecratron and amortlzatlon as follows: ' ,

Estlmated ' ,

Asset ’ Useful Life Principal Method
‘Furniture and fixtures 7 years Straight-line
Computer hardware : 3 years “ ~ Straight-line
~ Computer software 3years Straight-line
Leasehold improvements 6 years ~ Straight-line

‘Revenue and Expense Recognition from Securities Transactions

Securities transactions and the related revenues and expenses are recorded on the trade-date basis.



FATOR SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

1. k Nature of Operations and Summary of Significant Accounting Policies (Continued)
Receivable from Clearlng Organrzatlon H

The Company carries its recervable from cleanng orgamzatlon at cost Iess an allowance for doubtful accounts. On a

- periodic basis, the Company evaluates its receivable from its clearing organization and establishes an allowance for-

doubtful accounts, if necessary, based on a history of past bad debts and collections and current credit conditions.
Accounts are written off as uncollectible on a case-by-case basis.  As of December 31, 2010 amounts due from its
clearing orgamzatlon were considered fuIIy coliectible, and accordingly, no aIIowance was establrshed

Forelgn Currency Translat/on

The Companys reportlng currency is the U S. dollar Assets and habrlmes denomlnated in forelgn currencnes are
translated into U.S. dollar amounts at the year-end exchange rates. The effect of changes in exchange rates
between the designated functional currency and the currency in which a transaction is denominated is recorded as
“foreign currency transiation adjustment. Adjustments. arlsrng from foreign currency transactions for the year ‘ended
December 31 2010 aggregated $4,965. .

Income Taxes and Deferred Taxes

“The Company is a limited ‘iiability company and elected to be treated as a corporation for tax purposes. The
Company complies with accounting principles which requires an asset and liability approach to financial accounting

and reporting for income taxes. Deferred income tax assets and liabilities are computed for differences between the
financial statement and tax bases of assets 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 ‘hecessary, to reduce the deferred income tax
assets to the amount expected o be reallzed

The Company’s management is requrred {o determine whether a tax posrtlon 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
settiement with the relevant taxing authority. De-recognition of a tax benefit previously recognized results in the
Company recording a tax liability that reduces ending Member's equity. Based on its analysis, the Company’s

management has determined that it has not incurred any liability for unrecognized tax benefits as of December .

31, 2010. 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- gomg analyses of and changes to tax laws,
regulations and mterpretatlons thereof.

The Company recognizes interest and penalties accrued related to unrecognized tax benefits in income tax fees
payable, if assessed. No interest expense or penal’ues have been. recognlzed as of and for the perlod ended

: December 31, 2010.



FATOR SECURITIES LLC
NOTES TO FINANCiAL STATEMENTS
2. Property and Equipment

Property and equipment consist of the following at December 31, 2010:

Computer hardware ' $ 149, 653

Computer software - 19,222

Furniture and fixtures ) 90,782

Leasehold improvements - 102,436
- ‘ 362,093

Less: Accumulated depreciation and amortization 176,580

’ \ : : ‘ 3 165513

Depreciation and arnortizationexpense for the year ended December 31, 2010 aggregated $69,943.

‘ Dunng the yéar, the Company moved its office from Stamford, Connecticut to New York, New York. As a result,
“the Company wrote-off leasehold improvements in the amount of $69,252 and the related accumulated

amortization of $67,577 to operations resulting in-a loss of $1,675. The loss is included in other expenses in the
Statement of Operations. .

‘3. Income Taxes .

At December 31 2010 the Company has a federal net operating loss carry forward ("NOL") of approximately
$5,950,000 for federal and-state income tax purposes, which expires in 2030. The Company also has deferred start-
up costs for income tax purposes and has elected to amortize such costs over a period of 180 months in accordance
- with Section 195(b) of the internal Revenue Code. At December 31, 2010, the Company had unamortized start-up
~costs of approximately $163,000 for federal and state income tax purposes. The NOL and deferred start-up costs-
create a cumulative deferred tax asset of approximately $2,445,000. The Company also recorded a valuation
allowance for the same amount due to the uncertainty of realizing the future tax benefit. The valuation allowance
increased by approximately $1,019,000 from $1,426,000 in 2009 to $2,445,000 in 2010. :

4, Commltments and Contmgencres

The Company leases its office space under an operating lease for a term of six years Wthh exprres on June 30,
2016. Monthly rental payments start from approximately $14,000 and escalate to approximately $15,700 by the
end of the term. The Company recognizes rent on a straight line basis over the life of the lease. The cumulative

expense recognized on a straight-line basis in excess of the cumulative payment is included in deferred rent in
- the Statement of Financial Condition.

Fufure minimum lease payments are as follows:

Year ended December 31, o - Amount
2011 SR o $ 171,283
2012 | | 175,267
2013 : 179,351
2014 - ; : 183,538
2015 ' ' . 187,828
Thereafter _ : L S 95,560
Total - : - $ 992,827

For the year ended December 31, 2010, occupancy costs aggregated $255 712



FATOR SECURITIES LLC

NOTES TO FINANCIAL STA't'EMENTS

4. Commitments and C“ontin'gencies (Continued)

From time to time, lawsuits are threatened or filed against the Comp‘any in-the ordinary course ofk business. ‘Such

~ lawsuits typically involve claims from former or current employees, and vendors related to issues common to the

financial services industry. A number of such claims may exist at any given time. Although there can be no.

~ assurance as to the ultimate disposition of these matters, it is'management’s opinion, based upon the information

available at-this time that the expected outcome of these matters, individually and in the aggregate, will not have a
material adverse effect on the results of operations, liquidity or financial condition of the Company.

~-5. Net Capital Requirement

The Company is subject to the SEC’s Uniform Net Capital Ruie (SEC Rule 15¢3-1) which requires the Company to
maintain a minimum net capital of the greater of 6 2/3 percent of aggregate indebtedness or $250,000 minimum net
capital, and a ratio of aggregate indebtedness to net capital not exceeding 15 to 1, both as defined. At December 31,
2010, the Company's net capital was $342,440, which was $92,440 in excess of its minimum requirement of

- $250,000. The Company’s ratio of. aggregate indebtedness to net capital was 0.6 to 1.

The Company was below its minimum net capital: requirement for the penod from January 20, 2011 to January 27,
2011. '

6. Off-Balance Sheet Risk

~ Pursuant to clearance agreements the Company introduces all of its securities transaction to clearing orgamzatlons

on a fully-disclosed basis. All of the customers' money balances and long and short security positions are carried on
the books of the clearing organizations. In accordance with the clearance agreements, the Company has agreed to

_indemnify the clearing organizations for losses, if any, which the clearing organizations may sustain from carrying

securities 'transactions introduced by the Company. In accordance with industry practice and regulatory
requirements, the Company and the clearing organizations monitor collateral on the customers' accounts.

7. Concentra’tion of Credit Risk

In the normal course of business, the Company's customer activities involve the execution, settlement, and
financing of various customer securities transactions. These activities may expose the Company to off-balance
sheet risk in the event the customer or other broker is unable to fuffill its contracted obligations and the Company
has to purchase or sell the financial instrument underlying the contract at a loss.

, Financial mstruments that potentially subject the Company to srgnlflcant concentrations of credit risk consist

_principally of cash balances which attimes may be in-excess of the Federal Deposrt Insurance Corporation (“FDIC”)

. msured hmlts

8 Concentratlon of. Revenue

For the year ended December 31, 2010 the Company had a concentration of revenue from commissions earned
from five customers which accounted for approximately 2% of total commissions’ revenue.



FATOR SECURITIES LLC
' NOTES TO FINANCIAL STATEMENTS

. 9. Related Party Transactions

Due from Member, Net

The Company mtroduces certain of its securmes transactlons to its sole Member who acts as a clearing broker in .
the designated market. ‘As of December 31, 2010, due from member amounting to $28, 586 represents

. commlss:ons receivable as a result of these transactions.
- Floor Brokerage, Exchange and Clearlng Fees

- The Company clears some of its securmes transactions through its Member. For the year. ended December 31,

2010, the Company reported approximately $348,000 of expenses related to these clearing services. These
amounts are recorded in floor. brokerage exchange -and clearing fees in the accompanymg Statement of
Operations. : ‘

10. Subsequent Events

On January 21, 2011 and January 28, 2011, the Member made additional capttal contnbutlons of $50 000 and

_ $500, 000, respectlvely



