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OATH OR AFFIRMATION

James Gaffriey swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the fn-m of

Capital Growth Securities LLC
as

of December 31 2011 are true and correct furtherswear 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

Managin Member

If Title

____________________________
COMMONWEALTH OF PENNSV1-VA5fl

Notary Public
p1Ic

This report contains check all applicable boxes NeV4tOWfl Twp Bucks
Couflt

Commission Expires Februaly
Li Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

El 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 l5c33

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

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 ofthe previous audit

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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INDEPENDENT AUDITORS REPORT

To the Members of

Capital Growth Securities LLC

We have audited the accompanying statement of financial condition of Capital Growth Securities

LLC Delaware limited liability company the Company as of December 31 2011 and the

related statements of income changes in members equity and cash flows for the year then ended

that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 These

financial 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 condition of Capital Growth Securities LLC as of December 31 2011 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 for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in Schedules II ifi and IV 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 under 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

February 27 2012



Capital Growth Securities LLC

Statement of Financial Condition

As of December31 2011

ASSETS
Cash and Cash Equivalents 69894

Accounts Receivable 45000

Prepaid Fees 1356

Receivable from Affiliate 658

Investments in Partnerships 2000

Total Assets 118908

LIABILITIES AND MEMBERS EQUITY

LIABILITIES

Accounts Payable and Accrued Expenses 28989

Deferred Income Taxes 1769

Total Liabilities 30758

MEMBERS EQUITY 88150

Total Liabilities and Members Equity 118908

See accompanying notes
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Capital Growth Securities LLC

Statement of Income

For the Year Ended December 31 2011

Revenues

Consulting Fees 1625420

Interest Income 25

Total Revenues 1625445

Expenses

Consulting and Administrative Fees 115350

Legal and Professional Fees 7444

Regulatory Fees 5585

Miscellaneous 2048

Total Expenses 130427

Income before Income Tax Provision 1495018

Income Tax Provision 6255

Net Income 1488763

See accompanying notes
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Capital Growth Securities LLC

Statement of Changes in Members Equity

For the Year Ended December 31 2011

Members

Equity

Balance at December 31 2010 419350

Net Income 1488763

Distributions to Members 1819963

Balance at December 31 2011 88150

See accompanying notes
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Capital Growth Securities LLC

Statement of Cash Flows

For the Year Ended December 31 2011

Cash Flows from Operating Activities

Net Income

Subtract Deferred Income Tax Benefit

Decrease in Accounts Receivable

Increase in Accounts Payable and Accrued Expenses
Net Cash Flows from Operating Activities

Cash Flows from Financing Activities

Cash Distributions to Members

Net Cash Flows from Financing Activities

Increase in Cash and Cash Equivalents

Cash and Cash Equivalents beginning of year

Cash and Cash Equivalents end of year

Supplemental Cash Flow Data

Income Taxes Paid

Interest Paid

1488763

13110
363149

3945

1842747

1819963
1819963

22784

47110

69894

3675

See accompanying notes
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Capital Growth Securities LLC

Notes to Financial Statements

For the Year Ended December 31 2011

Organization

Capital Growth Securities LLC is broker-dealer registered with the Securities and Exchange

Commission and is member of the Financial Industry Regulatory Authority The companys

primary business is to provide consulting services to investment management firms relating to

the business development efforts of those firms

Accounting Principles and Policies

Cash and cash equivalents

For purposes of preparing the statement of cash flows unrestricted currency and money market

accounts are considered cash and cash equivalents

Accounts receivable

Management believes that all accounts receivable as of December 31 2011 are fully collectible

Therefore no allowance for doubtful accounts is necessary

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amounts of assets

and liabilities and disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the reporting period.

The Company earns its revenue by generating consulting fee income from providing business

development advice to money management companies The Company does not always know the

amount of its earnings in the period from when these arrangements occur until when the fees are

paid Management has estimated the amount of fees earned through December 31 2011 based

upon the information available as of the preparation of these financial statements Actual results

could differ materially from those estimates

Income taxes

As limited liability company the company is not taxpaying entity for federal or state income

tax purposes and thus no federal or state income tax expense has been recorded in the

statements Income of the company is taxed to the members on their individual tax returns The

Company is subject to the New York City Unincorporated Business Tax

Certain items of income and expense are recognized for income tax purposes in different periods

from those in which such items are recognized for financial reporting purposes primarily cash

versus accrual basis accounting resulting in deferred income taxes

continued



Notes to Financial Statements
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Fair Value

Financial Accounting Standards Board FASB Accounting Standards Codification ASC 820

defines fair value establishes framework for measuring fair value and 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 the most advantageous

market Valuation techniques that are consistent with the market income or cost approach as

specified by FASB 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

Level inputs 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 unobservable inputs should be

developed based on the best information available in the circumstances and may
include the Companys own data

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

on recurring basis as of December31 2011

Cash and Cash Equivalents Level $69894

Investments in Partnerships Level 2000

Concentrations of Risk

In the year ended December 31 2011 one of the Companys clients accounted for approximately

74% of the Companys consulting revenue and 56% of the Companys yearend accounts

receivable

The Federal Deposit Insurance Corporation FDIC insures up to $250000 of deposits

maintained at any one member financial institution Additionally the FDIC insures all deposits

held in non-interest-bearing transaction accounts for the full balance from December 31 2010

through December 31 2012 During the year the Companys deposit balance exceeded

$250000 based on bank records on number of occasions

continued



Notes to Financial Statements
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Related Party Transactions

During 2011 the Company purchased consulting services in the amount of $95000 from another

company having common ownership with the ultimate owners of its members

NetCapital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule

rule 5c3- which requires the maintenance of minimum net capital and requires that the ratio

of aggregate indebtedness to net capital both as defined shall not exceed 15 to At December

31 2011 the Company had net capital of $40905 which was $35905 in excess of its required

net capital of $5000 The companys aggregate indebtedness to net capital ratio was 0.7087 to

at December31 2011

Subsequent Events

Management has evaluated subsequent events through February 27 2012 the date that the

financial statements were available to be issued No material subsequent events have occurred

requiring accounting recognition or disclosure through that date



Capital Growth Securities LLC

Supplementary Information

Pursuant to Rule 17a-5 of the

Securities Exchange Act of 1934

as of December 31 2011



Schedule

Capital Growth Securities LLC

Computation of Net Capital under Rule 5c3-1 of the

Securities and Exchange Commission

As of December 31 2011

NET CAPITAL

Total Members Equity 88150

Add Other deductions or allowable credits

Deferred income tax liability

associated with non-allowable assets 1769

Total capital and allowable subordinated liabilities 89919

Deductions and/or charges

Non-allowable assets

Receivables from clients 45000
Prepaid fees 1356
Receivable from affiliate 658
Investments in partnerships 2000

Total non-allowable assets 49014

Net capital 40905

AGGREGATE INDEBTEDNESS

Accounts payable and accrued expenses 28989



Schedule

continued

Capital Growth Securities LLC

Computation of Net Capital under Rule 5c3-1 of the

Securities and Exchange Commission

As of December31 2011

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required 1933

Minimum dollar net capital required 5000

Net capital required 5000

Excess net capital at 1500% 35905

Excess netcapital at 1000% 34905

Percentage of aggregate indebtedness to net capital 70.87%

RECONCILIATION WITH COMPANYS COMPUTATION

included in Part II of FormX-1 7A-5 as of December 31 2011

Net capital as reported in companys Part II

Unaudited FOCUS report 45390

Adjustment of deferred income taxes 13110

Portion of deferred taxes allowable 769

Adjustment of current taxes payable 19364

Net capital per above 40905



Capital Growth Securities LLC

Schedule II

Not applicable

Schedule III

Not applicable

Schedule IV

Not applicable



Capital Growth Securities LLC

Computation for Determination of Reserve Requirements

for Brokers and Dealers

Pursuant to Rule 15c3-3

as of December 31 2011

Capital Growth Securities LLC is exempt from the provision of Rule 15c3-3 under Section

2i of the Securities Exchange Act of 1934 because it meets the exceptions provided within

Section k2i
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To the Members of Capital Growth Securities LLC

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended December 31 2011 which were agreed to by Capital Growth

Securities LLC and the Securities and Exchange Commission Financial Industry Regulatory

Authority Inc.- and SIPC solely to assist you and the other specified parties in evaluating

compliance with the applicable instructions of the General Assessment Reconciliation Form

SIPC-7 Capital Growth Securities LLCs management is responsible for Capital Growth

Securities LLCs compliance with those requirements This agreed-upon procedures

engagement was conducted in accordance with attestation standards established by 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 no

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 assessment payments in Form SIPC-7 with respective cash

disbursement records entries copy of disbursement noting no differences

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

December 31 201 1as applicable with the amounts reported in Form SIPC-7 for the

year ended December 31 2011 noting no differences

Compared any adjustments reported in FormSIPC-7 with supporting schedules and

working papers noting no adjustments and

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in

the related schedules and working papers 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 Accordingly we do not express such an

opinion Had we performed 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

P.c-

February 27 2012



Capital Growth Securities LLC

Schedule of Assessment and Payments

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

for the Year Ended December31 2011

Total Revenue for the Year Ended December 31 2011 1625420

General Assessment 0.0025 4064.00

Less assessment payment made with SIPC-6 filed July 28 2011 1138.00

Final assessment due 2926.00

Less assessment payment made with SIPC-7 filed January 23 2012 2926.00

Balance due
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Mr James Gaffney Managing Director

Capital Growth Securities LLC

In planning and performing our audit of the financial statements of Capital Growth Securities

LLC the Company as of and for the year ended December 31 2011 in accordance with

auditing standards generally accepted in the United 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 fmancial statements but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company 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 or

aggregate debits and net capital under Rule 17a-3a1 and for determining compliance with

the exemptive provisions of Rule 15c3-3 Because the Company does not carry securities

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 Rule 7a- 13

.2 Complyingwith the requirements for prompt payment for securities under Section

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

System

Obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customers as required by Rule 5c3-3

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

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

continued
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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 above-mentioned objectives 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 the preparation of financial

statements in accordance with generally accepted accounting principles Rule 17a5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices and procedures referred to

above error or 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 become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management
or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis signficant deficiency is control deficiency or combination

of control deficiencies that adversely affects the entitys ability to initiate authorize record

process or report financial data reliably in accordance with generally accepted accounting

principles such that there is more than remote likelihood that misstatement of the entitys

financial statements that is more than inconsequential will not be prevented or detected by the

entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented or detected by the entitys internal control

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

paragraphs and would not necessarily identify 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 material weaknesses as defined

above

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

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures were adequate at December 31 2011 to meet the SECs

objectives

continued
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This report is intended solely for the information and use of the Companys members and

management the SEC the Financial Industry Regulatory Authority Inc and other regulatory

agencies that rely on Rule 17a-5g under the Securities 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 specified parties

p.c

February 27 2012


