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OATH OR AFFIRMATION

Dennis 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
of December 31 20 11 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

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

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 15c3-1 and the

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

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

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

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

as

Notary Public State of Florida

Commission EE 125070

My Comnission Exyires Aug 242015

Notary Public

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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Goldstein Schechter Koch
ULfl

Independent Auditors Report

To the Board of Directors

United Capital Markets Inc

Key Biscayne Florida

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

tCompany wholly owned subsidiary of United Capital Maricets Holdings Inc the Parent as of

December 31 20 and the related statement of operations hanges in stockholders equity and cash

flows for the year then ended that you are filing purunnt to rule 17a-5 under the Securities Exehadge Act

of 1934 These financIal statements are the rep.onsibiIiry of the Compays nuinagement Our

responsibility is to express an opinion on these financiial statements based on our atrdit

We conducted our audit in accordance with auditing..standards generally aceptd in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about wbther 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 principlesused and significant estimates made by management as well

as evaluating the overall financial statement presentation We believe that our audit provide reasonable

basis for our opinion

hi our opinion the financial statements referred to above present fairly ih all material respeets the

financial posjtion of United Capital Markets Inc as of December 31 2011 and the results of its

operations atd its cash flows for the year then ended in conformity with accouttting principles generally

accepted in the United States of America

Our audit was conducted for the purpose of fanning an opinion on the basic financial statements taken as

whole The supplcmentar information contained in Schedule is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementnxy information

required by rule 7a-5 of the Securities Exchange Act of 1934 Such information is the responsibility of

management and was derived from and relates directly to the underlying accounting and other records

used to prepare
the financial statements The information has been subjected to the auditing procedures

applied in the audit of the financial statements and certain additional procedures including comparing and

reconciling such information directly to the underlying accounting and other records iscd to prepare the

financial statements or to the financial statements themselves and other additional procedures in

accordance with auditing standards generally accepted in the United States of America In our opinion

the information is fairI stated in all material respects in relation to the fintnciaL statethcrtts as whole

teth cf eche

Coral Gables Florida

February 28 2012
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United Capital Markets Inc

Statement of Financial Condition

December 31 2011

Assets

Cash and cash equivalents

Securities owned at fair value

Deposits with clearing organizations

Equipment at cost

net of accumulated depreciation of $428

Interest receivable

Prepaid expenses

Other assets

Total assets

120715

1536596

2100000

1774

28291

407589

17954

4212919

Liabilities and Stockholders Equity

Liabilities

Payable to clearing organizations 1225 180

Accounts payable and accrued expenses 471727

Total liabilities 1696907

Stockholders equity

Common stock no par value 2000 shares authorized 100 shares 6000

issued and outstanding

Additional paid-in capital 841 13970
Accumulated deficit 81603958

Total stockholders equity 2516012
Total liabilities and stockholders equity 4212919

See accompanying notes to financial statements
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United Capital Markets Inc

Statement of Operations

Year Ended December 312011

Revenues

Interest 3600374

Principal transactions 1662761

Other income 660486

7401901

Expenses

Compensation and benefits 5770600

Administrative 618685

Occupancy 187709

Dues and subscriptions 275916

Floor brokerage exchange and clearance fees 120856

Interest 179222

Depreciation 15056

Total expenses 7168044

Net loss 14569945

See accompanying notes to financial statements
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United Capital Markets Inc

Statement of Changes in Stockholders Equity

Year Ended December 312011

Additional

Common Stock Paid-in Accumulated

Shares Amount Capital Deficit Total

Balance January 201 100 6000 $81978970 67034013 14950957

Capital contributions 2135000 2135000

Net loss 14569945 14569945

Balance December31 2011 100 6000 $84113970 $81603958 2516012

See accompanying notes to financial stalements
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United Capital Markets Inc

Statement of Cash Flows

Year Ended December 31 2011

Cash flows from operating activities

Net loss 14569945

Adjustments to reconcile net loss to net cash

used in operating activities

Depreciation

Changes in assets and liabilities

Increase decrease in

Securities owned at fair value

Deposit with clearing organization

Interest receivable

Prepaid expenses and other assets

Increase decrease in

Receivable from/payable to clearing organization

Accounts payable and accrued expenses

Net cash used in operating activities

Cash flows from investing activities

Purchases of equipment 2203

Cash flows from financing activities

Capital contributions 2135000

Net increase in cash and cash equivalents 4620

Cash and cash equivalents

Beginning of year 16095
End of year 120715

Supplemental disclosure of cash flow information

Interest paid 179222

15056

12244371

100000
59432

370651

835312

241752

2.128177

See accompanying notes to financial statements
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United Capital Markets Inc
Notes to Financial Statements

December 312011

Note Organization

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

Hold ings Inc the Parent is registered broker-dealer under the Securities Exchange Act of 1934 and
member of the Financial Industry Regulatory Authority F1NRA 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 fully disclosed basis through Pershing LLC and

Legent Clearing LLC the clearing organizations

Note Significant Accounting Policies

Cash and cash equivalents

For purposes of the statement of cash flows the Company considers all financial instruments having an

original maturity of ninety days or less to be cash equivalents

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

Equipment

Equipment is recorded at cost Depreciation is calculated using the straight-line method over the useful

lives of the assets which is three 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

-6-



United Capital Markets Inc
Notes to Financial Statements

December 312011

Note 2- Significant Accounting Policies continued

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 The carrying amount

of accrued interest receivable approximates fair value

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 28 2012 the date which the financial

statements were available for issue

Note 3- Fair Value

Accounting Standards Codification ASC 820 Fair Value Measurements and Disclosures defmes 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

-7-



United Capital Markets Inc
Notes to Financial Statements

December 312011

Note Fair Value continued

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

the asset or liability either directly or indirectly

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 2011

Significant other

observable

inputs

Tpvpl 7\

Significant

unobservable

inputs

Level

Securities owned

Available for sale

Asset backed securities 1536596

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

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

securities at December 31 2011 was $1536596

The following is reconciliation of the beginning and ending balances for assets measured at fair value

on recurring basis using significant unobservable inputs level during the year ended December 31
2011

Fair value measurements at

Reporting date using significant

Unobservable innuts level 3i

Beginning balance

Total losses realized/unrealized

included in earnings or changes in net assets

Purchases sales issuances and settlements

Available for sale

Asset back securities

$13.780967

11662761
581.610

5it 596

Gains and losses realized and unrealized included in earnings for the period ended December 31 2011
are reported in revenues from principal transactions as follows

Total gains or losses included in earnings for

thenrinrIpndM-U fl1 .._LL76
Change in unrealized gains or losses relating

to.assets still he1d_atjecmherfl 201 414.73.6

Descrintion Total l.evel

Quoted prices in

active markets

for identical assets

1536596

-8-



United Capital Markets Inc
Notes to Financial Statements

December 312011

Note 4- Payable to Clearing Organizations

Included in payable to the clearing organizations are amounts due or payable for settled short positions

The Companys principal source of short-term financing is provided by the two clearing organizations

from which it can borrow on an uncommitted basis against its proprietary inventory positions subject to

collateral maintenance requirements The amounts due or payable to the clearing organizations is payable

on demand Amounts due from or payable to the clearing organizations at December31 2011 were

Due from Clearing Organizations 98209
Payable to Clearing Organizations 1.323.389

L225J1Q

Note 5- Deposits with Clearing Organizations

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

organizations to cover potential trading losses

Note 6- Equipment

Equipment consists of the following at December31 2011

Equipment 2202
Less accumulated depreciation 428

L124_

Depreciation expense for the year ended December 31 2011 was $15056

Note 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
2011 there were no customer balances maintained at its clearing organization and subject to such

indemnification During 2011 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

.9-



United Capital Markets Inc
Notes to Financial Statements

December 31 2011

Note 8- Commitments

The Company pays rent for office
space under an operating lease that expires April 2012 The Company

is also committed to pay rent on storage space under an operating lease that expires in December 2012 In

addition the leases require the Company to pay for operating expenses and real estate taxes During 2011
the company entered into new operating lease for the use of an aircraft that expires in November 2017

The following is schedule of future minimum rental payments under the operating lease agreements as

of December 31 2011

2012 208523
2013 130715
2014

130715
2015

130715
2016

130715
2017

130.715

86209$

Rent expense on lease arrangements was approximately $188000 for the year ended December 31 2011

Note 9- Contingencies

The Company may be involved in various claims and legal actions arising in the ordinary course of

business In the opinion of management the ultimate disposition 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 entered into trades of securities with affiliates during 2011 for total net amount of

$2334911 The net loss resulting from these trades totaled $12530561 and is included in the statement

of operations within losses from principal transactions

Note 11 Net Capital Requirements

Pursuant to the net capital provisions of Rule 15c3-1 of the Securities Exchange Act of 1934 the

Company is required to maintain minimum net capital as defined under such rule At December 31
2011 the Company had regulatory net capital of $1202436 an excess of $1102436 over the required

minimum net capital of $100000 At December 31 2011 the Companys percentage of
aggregate

indebtedness to net capital was 39.23%

deposit in the amount of $2000000 is held with one of the clearing organizations and is considered an
allowable asset in the computation of net capital pursuant to an agreement dated November 14 2005

between the Company and the clearing organization During 2011 the Company began to use an

additional clearing organization and deposit of $100000 is held with this clearing organization

-10-



United Capital Markets Inc

Computation on Net Capital Pursuant to Rule 15c3-1

of the Securities and Exchange Commission

December 31 2011

Net capital

Total stockholders equity from statement of financial condition 2516012

Deductions and/or charges

Non-allowable assets

Fixed assets 1774

Other assets 894696

Other deductions and/or charges 13000

Total deductions and/or charges 909470

Net capital before haircuts on securities positions 1606542

Haircuts on securities

Debt securities 1601 17

Undue concentration 243989

Total haircuts on securities 404106

Net capital 1202436

Computation of aggregate indebtedness

Accounts payable and accrued expenses 471727

Total aggregate indebtedness 471727

Computation of basic net capital requirement

Minimum net capital required

greater of 6-2/3% of aggregate indebtedness or $100000 100000

Net capital in excess of minimum requirements 1102436

Ratio of aggregate indebtedness to net capital 39.23%

There were no material djfjerences between the audited computation of net capital included

in this report and the corresponding schedule included in the Companys original unaudited

December 31 2011 Part ILl FOCUSfihing
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Goldstein Schechter Koch
.C COTb1

lrnlepentknt Auditor Report on interzial CtuitroL

To the Board of Directors

United CapitaL Markets Inc

Ke Biscayne Florida

In planning and performing our audit of the financial statements of United Capital Markets Inc the

Company as of and for the year ended December 31 201 in aedordance with auditing standards

generally accopted.in the Unitd States of America we considered the Companys internal control over

financial reporting internal control as basis for designing our auditing procedures for the purpose of

expressing our opInion on the financial statements but not for the purpose of cxpessing.an opinion on

the effeetiveness of he Cornpanys internal controL AccordingIy we do not express an opinion on the

Cffectivcness of the Companys intdthal control

Also as required by rule 7a5g of the Securities and Exchange CommissionSEC have rnad

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we

considered relevant to the objectives stated in rule 17a-5g in making the periodic computations of

aggregate indebtedness and net capital under rule 17a-3 aXI and for determining compliance with the

exemptive provisIons of rule 15c3-3 Because the Company does not carry security accounts for

customers or perform custodial functions relating to customer securities we did not review the practices

and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by rule .7 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and p.rocedures.referred to in the preceding paragraph In ft4lilling this responsibility .stimates

and judgments by manngement are..required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs abovementioned objcctives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Company has responsIbility are safeguarded against

loss from unauthorized use or disposition and that transactions are execUted in accordance with

managements authorization and recorded properly to permit thc preparation of financiaJ statements in

conformity with generally accepted accounting principles Rule 7a5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

12 Lm WvL tS Fx FL
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Goldstein Schechter Koch
CFRNF4EO U5LI ACCGN1At4T AU3 COSUtTAT

Because of inherent limitations in intethal contml and the practices and procedures referred to above

erroror fraud may occur and not be detected Also projection of any evaluation of them to future periods

is subject to the risk that they may beconte inadequate because of changes in conditions or that the

effectiveness of their design and operalioll may deteriorate

control deficiency exists when the design or operation of control does not allow management or

eniployØes in the normal coursC of performing their assigned functions to prevent or detect

misstatements on timey basis significant deficiency is deficiency or combination of deficiencies

in internal control that is less severe than material weakness yet important enough to merit attention by
those charged with governance

material weakness is deficiency Or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose dest7tibed in the first and second

ppragraphs and would not necessarily identi all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be matOdal weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this repott are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and relted regulations and that practices and procedures that do not

accomplish sudh objectives in all material respects iudiate material ihadequacy fqr such purposes

Based on this understanding and on our study we believe that the Compaays practices and procedures as

described in the second paragraph Ofthisreport were adequate at Deccthbtr 31 201.1 to.meet the SECs

objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC the Financial Industry Regulatory Authority and other regulatory agencies which rely on rule l7a-

5g under the Securitids Exchange Act of 1934 in their regulation of registered brokers and dealers and

is not intended to be and..should not be used by anyone other than these pecified parties

Coral Gables Florida

February 28 20t2
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United capital Markets Inc

AgreedLpon Procedures

Year Ended December 31 2011

LdIcn Sch



Goldstein Schechter Koch

Independent Accountant Report

On Applying Agreed4ipon Procedures

To the Board of Directors

United Capital Markets Inc

Key Biscayne FL

In accordance with Rule 7a54 under the Seeuritis Exchange Act of 1934 we have perlbrmed the

procedures enumerated below with
respect to the accompanying Schedute of Assessment and Payments

Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended December 2011 which were agreed to by United Capital Markets Inc and

the Securities and Exchange Commission Financial Industry Regulatory Authority Inc and SIPC solely

to assist you and the other specified parties in evaluating United Capital Markets tncs compliance with

the applicable instructions of the General Assessment ReeonciliatiQn Form SIPC-7 United Capital

Markets Incs management is responsible lbr United Capital Markers Incs compliance with those

requirements This agreed-upon procedures engagement was conducted in accordance with attestation

standards estab1ihed the American Institute of Certified Public Accountants The sufficiency of these

procedures is solely the responsibility of those parties specified in this report Consequently we make

representation regarding the sufficiency of the procedures described below either for the purpose for

which this report has been requested or for any other purpose The procedures we performed and our

findings are as follows

Compared the listed tissessment payments in Form SiPC7 with respective detail cash

disbursement journal noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended December

31 201 as applicable with the amounts reported ía Form SIPC-7 for the
year ended

December 31 2011 noting no differences

Compared any adjustments reported in SIPC-7 with supporting schedules and working

papers trial balance and general legal noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC7 and in the

related schedules and working papers trial balance and general ledger supporting the

adjustments noting no differences

Compared the amount of any overpayment applied to the current assessment with the Form

SIPC7 on which it was originally computed noting no differences

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Aöcordingly we do not express such an opinion Had we

perftrmed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

Jc% a4t

Coral Gables FL

February 28 2012
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SECURITIES INVESTOR PROTECTION CORPORATION
P.O Box 92185 Washington D.C 20090-2185

202-371-8300
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Iegai

ivis deducted In dMetrnlning net
nrAli iim

ft nuianI nt IarIinntinn
..I t$s aim if .cRuIiinn

.....ns.

In uuir rrin mc rlIcrirwIor .0iiÆS ii Ic slel sd flkn Cliii lilY lifUit C.tiIIpiiy unit

iirlttii trijI tnm 1k sah ot vsfla1e luIiit. ru1u liii bu rcs nsurr toi iiBtnI1
odviscy services rendered to registered investment companies or Insurance Company separate
accounts and from tr3nsactions in

security futures products

Revenues from commodity Iransuctions

CommIssions floor brokerage and clearance paid to other SIPC members In connection with

secusilies transactions

Roiibursuiiii For pstago in connection with proxy aeticilailon

Net gain torn securities In investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

II Treasury bills bankers acceptances or commercial paper that mature nine months or less

from Issuance date

DIrect expanaes of pviaiing adverlisinU and legal lees incuriad in connection with other revenue
related to the securillas business revenue defined by Section 168L of the Act

Other tevenue ot rclalod aither directly or Indirectly to the securities business

li.iisIhii

Iliiluii iii uxceas of tuu.ouu requiru ufocumenrntion

ii lotal interest and dividend expense FOCUS Line 22/PART hA Line 13
Code 4075 plUs tine 2b4 above but not in excess

at total lnlersst and dividend income

ii 40% ul margin hitrst eaind On Custoijiuio SeCiiiiti

3cc00n15 40% of FOCUS line Codo 395

F.ntr the grealer nf line fi or II

Total deductIons

2d SIPC Net Operating Revenues

2e General Assessment .0025

120 856

DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts for the Ilscai piuiuç

beginning Jan 20 ii
and ending 21T1

Eliminate cents

7401 898

179222

179222

300 078

7701976

192S5
to page line 2.A
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