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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholder of

NorthStar Realty Securities LLC

We have audited the accompanying statement of financial condition of NorthStar Realty Securities LLC
formerly NRF Capital Markets LLC the Company as of December 31 2011 that you are filing pursuant
to Rule 7a-5 under the Securities Exchange Act of 1934 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 established by the American Institute of Certified Public Accountants 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

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 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 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 NorthStar Realty Securities LLC as of December 31 2011 in conformity with

accounting principles generally accepted in the United States of America

New York New York

February 24 2012

Grajfl Thornton LLP

US nntor Jim of Grant Thomico ntornatonal Ltd



North Star Realty Securities LLC
formerly known as NRF Capital Markets LLC

Statement of Financial Condition

December 31 2011

Assets

Cash 2037261

Furniture fixtures and equipment net 228668

Other assets 213478

Total assets 2479407

Liabilities and members equity

Liabilities

Accounts payable and accrued expenses 1498863

Total liabilities 1498863

Members equity 980544

Total liabilities and members equity 2479407

See accompanying notes to statement of financial condition



NorthStar Realty Securities LLC
formerly known as NRF Capital Markets LLC

Notes to Statement of Financial Condition

December 31 2011

Formation and Organization

NorthStar Realty Securities LLC formerly NRF Capital Markets LLC the Company is Delaware limited

liability company formed on January 26 2009 The Company is broker-dealer registered with the Securities and

Exchange Commission SEC and is member of the Financial Industry Regulatory Authority FINRA and the

Securities Investor Protection Corporation SIPC The Company commenced its operations on April 20 2010

upon its FINRA membership effective date The Company is limited purpose broker-dealer and does not establish

or hold client accounts As such the Company is exempt from SEC Rule 15c3-3 pursuant to provision k2ii
The Company acts as the managing broker-dealer for best efforts underwritings of its parent NorthStar Realty

Finance Corp NorthStar The Companys customers are FINRA member broker-dealers located throughout the

United States The Company participates in underwritings sponsored by NorthStar The Company has dealer-

manager agreement with an affiliate NorthStar Real Estate Income Trust Inc NSREIT which is Maryland

corporation formed to originate acquire and manage portfolios of commercial real estate debt commercial real

estate securities and select commercial real estate equity investments

Summary of Significant Accounting Policies

Basis ofAccounling

The accompanying statement of financial condition and related notes of the Company have been prepared in

accordance with accounting principles generally accepted in the United States U.S GAAP In the opinion of

management all adjustments considered necessary for fair presentation of the Companys financial position have

been included and are of normal and recurring nature

Estimates

The preparation of the statement of financial condition in conformity with U.S GAAP requires management to

make estimates and assumptions that could affect the amounts reported in the statement of financial condition

Actual results could differ materially from these estimates

Cash

Cash may at times exceed the Federal Deposit Insurance Corporation deposit insurance limit of $250000 per

institution The Company mitigates its risk by placing cash with major financial institutions To date the Company
has not experienced any losses on its cash

Furniture Fixtures and Equipment net

Furniture fixtures and equipment is carried at historical cost less accumulated depreciation Depreciation is

calculated using the straight-line method over the estimated useful lives of the related assets

Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses include amounts payable for employee-related compensation and

commission expense which was $1.3 million as of December 31 2011



Income Taxes

Income taxes are accounted for by the asset/liability approach in accordance with U.S GAAP Deferred taxes

represent the expected future tax consequences when the reported amounts of assets and liabilities are recovered or

paid They arise from differences between the financial reporting and tax bases of assets and liabilities and are

adjusted for changes in tax laws and tax rates when those changes are enacted The provision for income taxes

represents the total of income taxes paid or payable for the current year plus the change in deferred taxes during the

year

In 2010 the Company elected to qualif as corporation under the Internal Revenue Code As of December 31
2011 the Company had cumulative net operating losses of $9.7 million which can generally be used to offset future

operating income for
up to 20 years As of December 31 2011 the Company had deferred tax asset of $3.8

million principally as result of net operating losses The Company had concluded that it is more likely than not

that the net operating losses will not be utilized during the carryforward period and as such the Company has

established valuation allowance against the deferred tax asset The Company has assessed its tax positions for all

open tax years which includes 2010 to 2011 and concluded there were no material uncertainties to be recognized
The Companys accounting policy with respect to interest and penalties is to classif these amounts as interest

expense The Company has not recognized any such amounts related to uncertain tax positions as of December 31
2011

Furniture Fixture and Equipment Net

Furniture fixture and equipment net consists of the following

Office equipment 181951

Furniture and fixtures 135997

317948

Less accumulated depreciation 89280

228668

Net Capital Requirements

As registered broker-dealer the Company is subject to the SECs Uniform Net Capital Rule 5c3- which

requires that net capital as defined shall be at least the greater of $5000 or 2/3% of aggregate indebtedness as

defined The rule prohibits the Company from distributing equity capital or paying cash dividends if its resulting net

capital is less than one-tenth of aggregate indebtedness or 120% of the minimum dollar amount required whichever

is greater Net capital and aggregate indebtedness change from day to day but at December 31 2011 the Company
had net regulatory capital of $538398 which exceeded its requirement of $99924 by $438474

Dealer Manager Agreement

Pursuant to dealer manager agreement between the Company and NSREIT the Company receives selling

commissions of up to 7% of gross offering proceeds raised The Company may reallow all or portion of such

selling commissions earned to participating broker-dealers In addition the Company also receives dealer

manager fee of 3% of gross offering proceeds raised portion of which may be reallowed to participating broker-

dealers

Subsequent Events

The Company has evaluated events and transactions that may have occurred since December 31 2011 through

February 24 2012 the date the statement of financial condition was available for issuance Management has

determined that there are no material events that would require disclosure in the Companys statement of financial

condition


