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SCHULTZ CHEZ L.L.P

Certified Public Accountants

141 West Jackson Boulevard Suite 2900

Chicago Illinois 60604

Main 312 332-1912

Fax 312 332-3635

INDEPENDENT AUDITORS REPORT

To the Members of

BLUE FIRE CAPITAL LLC

Chicago Illinois

We have audited the accompanying statement of financial condition of BLUE FIRE CAPITAL LLC 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 Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statement 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 financial statement 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 statement referred to above presents fairly in all material respects the financial

position of BLUE FIRE CAPITAL LLC as of December 31 2011 in conformity with accounting principles

generally accepted in the United States of America

Chicago Illinois

February 2012



BLUE FIRE CAPITAL LLC

an Illinois Limited Liability Company

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

Cash and cash equivalents 4397981
Receivables from clearing brokers 9175110

Equity securities owned at market value 24559998

Property furniture and equipment net 1670114

Exchange memberships at cost market value $2615000 4714800
Other assets 5584482

TOTAL ASSETS 50.102485

LIABILITIES AND MEMBERS EQUITY

LIABILITIES

Payable to clearing broker 15224670

Equity securities sold not yet purchased at market value 16131
Accounts payable and accrued expenses 1173263
Loans payable 73479

Total Liabilities 16487543

Members Equity 33614942

TOTAL LIABILITIES AND MEMBERS EQUITY 50.102485

See accompanying notes



BLUE FIRE CAPITAL LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

NA TURE OF BUSINESS AND ORGANIZATION

BLUE FIRE CAPITAL LLC the Company an Illinois Limited Liability Company operates as an

electronic and fundamental trading company and is member of various securities and futures exchanges

The Company was organized in July 2007

SUMMARY OF SIGNIFICANT CCOUNTING POLICIES

The Company follows the single source of authoritative U.S generally accepted accounting principles

GAAP set by the Financial Accounting Standards Board to be applied by nongovernmental entities

Accounting Standards Codification ASC in the preparation of their financial statements

Cash and cash equivalents consist of cash deposits and money market instruments held in banks

Securities owned and securities sold not yet purchased held in finn trading accounts are carried at market

value Securities transactions are recorded on the trade date and accordingly gains and losses are recorded

on unsettled transactions Futures transactions and resulting gains and losses are recorded on the trade date

Gains and losses on open futures contracts are reflected in income Also included in finn trading revenue

are volume-based incentive fees earned from exchanges and electronic-communications networks

Furniture and equipment is recorded at cost and is depreciated over its estimated useful life using an

accelerated method At December 31 2011 accumulated depreciation was $4143888 During the year

ended December 31 2011 there were dispositions totaling $510247

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

United States of America requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and changes therein and disclosure of contingent assets and liabilities

Actual results could differ from those estimates

Financial instruments recorded at fair value on the Companys statement of financial condition include

securities owned and securities sold not yet purchased Other financial instruments are recorded by the

Company at contract amounts and include receivables from and payables to clearing broker Financial

instruments carried at contract amounts which approximate fair value either have short-tent maturities are

repriced frequently or bear market interest rates and accordingly are carried at amounts approximating fair

value

The Company has not presented Statement of Comprehensive Income because it does not have any items

of other comprehensive income Gains and losses from foreign currency
translation adjustments related to

trading activities are considered to be component of such activities and are not treated as other

comprehensive income but rather are included as component of Finn Trading Revenues



BLUE FIRE CAPITAL LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

INCOME TAXES

No provision has been made for federal income taxes as the taxable income or loss of the Company is

included in the respective income tax returns of the members The Company is subject to Illinois

replacement tax

ASC 740-10-50 Accounting for Uncertainty in Income Taxes provides guidance regarding how

uncertain tax positions should be recognized measured presented and disclosed in the financial statements

ASC 740-10-50 requires the evaluation of tax positions taken or expected to be taken in the course of

preparing the Companys tax return to determine whether its tax positions are more-likely-than-not of

being sustained by the applicable tax authority The Company has not identified any uncertain tax positions

as of December 31 2011

DERIJ/A TIVE INSTR UMENTS

In the normal course of conducting business as trader the Company engages in transactions involving

derivative instruments options and futures for trading purposes The Company does not enter into

derivatives for hedging purposes ASC 815-10 requires the disclosure of certain quantitative data related to

derivative contracts There were no open option positions at December 31 2011 The following table

indicates the fair values of futures contracts as separate assets and liabilities as of December 31 2011

ASSETS

Futures Contracts

Indices 51713

Currencies 419487

Energy 121310

Fixed income .687

Total unrealized gain on open futures contracts 594197

LIABILITIES

Futures Contracts

Currencies 373317

Energy 112150
Fixed income 7813

Total unrealized loss on open futures contracts 493.280

Net unrealized gain on open futures contracts 100.917

This amount is component of Receivables from clearing brokers on the Statement of Financial

Condition



BLUE FIRE CAPITAL LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

DERIVATIVE INSTR UMENTS CONTINUED

Derivative contracts are financial instruments whose value is based upon an underlying asset index or

reference rate or combination of these factors

Market Risk

Market risk is the potential change in an instruments value caused by fluctuations in interest rates equity

prices volatilities credit spreads or other risks such as liquidity Exposure to market risk is influenced by

number of factors including the relationships between financial instruments and the volatility and liquidity

in the markets in which the financial instruments are traded In many cases the use of derivative financial

instruments serves to modify or offset market risk associated with other transactions and accordingly

serves to decrease the Companys overall exposure to market risk The Company utilizes various analytical

monitoring techniques to control its exposure to market risk

Credit Risk

Credit risk arises from the possible inability of counterparties to meet the terms of their contracts The

Companys exposure to credit risk associated with counterparty nonperformance is limited to the current

cost to replace all contracts in which the Company has gain For exchange-traded contracts the Chicago

Mercantile Exchange acts as the counterparty of specific transactions and therefore bears the risk of

delivery to and from counterparties of specific positions

Concentration of Credit Risk

The Company clears all of its trades through multiple clearing brokers in the event clearing broker does

not fulfill its obligations the Company may be exposed to risk The Company attempts to minimize this risk

by monitoring the creditworthiness of their clearing brokers



BLUE FIRE CAPITAL LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

FAIR VALUE MEASUREMENTS

The Company adheres to the provisions of ASC 820-10 Fair Value Measurements which defines fair

value as the price that would be received to sell an asset or paid to transfer liability i.e exit price in an

orderly transaction between market participants at the measurement date

ASC 820-10 establishes fair value hierarchy for inputs used in measuring fair value that maximizes the

use of observable inputs and minimizes the use of unobservable inputs by requiring that the most

observable inputs be used when available Observable inputs are those that market participants would use in

pricing the asset or liability based on market data obtained from sources independent of the Company
Unobservable inputs reflect the Companys assumptions about the inputs market participants would use in

pricing the asset or liability developed based on the best inforniation available in the circumstances In

determining fair value the Company uses valuation approaches based on this hierarchy categorizing them

into three levels based on the inputs as follow

Level Valuations based on unadjusted quoted price in active markets for identical assets and liabilities

that the Company has the ability to access Valuation adjustments and block discounts are not applied to

Level investments Since valuations are based on quoted prices that are readily and regularly available in

an active market valuation of these securities does not entail significant degree of judgment

Level Valuations based on quoted prices in markets that are not active or for which all significant inputs

are observable either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement

The Companys financial instruments recorded at fair value have been categorized based upon fair value

hierarchy in accordance with ASC 820-10

At December 31 2011 all financial instruments of the Company are listed and actively traded and

accordingly are classified as Level No valuation techniques have been applied to any nonfinancial assets

or liabilities included in the statement of financial condition Due to the nature of these items all have been

recorded at their historic value



BLUE FIRE CAPITAL LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITiON

DECEMBER 312011

REGULATORY MA TTERS

As registered broker/dealer the Company is subject to the SECs Uniform Net Capital Rule Rule 15c3-1

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 $20780904 which exceeded requirements by $20680904 and the ratio of aggregate

indebtedness to net capital was less than 11

The Company is clearing member of the CME Group CME and as such is required to own and place on

deposit with the exchange 7750 shares of CME stock The Company carries this asset at cost and is

included in Other assets on the statement of financial condition

COMMITMENTS

The Company is
party to noncancelable agreement with the owner of data communication line which

grants the use of their network over period terminating July 2015 The total of all required lease payments

are amortized over the term of the lease with any unamortized payments prepaid lease expense reflected

on the statement of financial condition as component of Other assets

The Company also leases office space
and equipment under noncancelable lease agreements that expire at

various dates through September 14 2013

At December 31 2011 the aggregate future minimum annual lease commitments exclusive of maintenance

costs and taxes are as follows

December 31 Amount

2012 3141982

2013 2261984

2014 2102257

2015 1226316

Total

The Company is required to maintain two security deposits one cash deposit in the amount of $500000

which is included in Other assets and the other in the form of restricted bank savings account with

balance at December 31 2011 of $91754



BLUE FIRE CAPITAL LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

LOANSPAVABLE

Equipment loans with outstanding balances at December 31 2011 aggregating to $73479 are due at various

times through October 2013 These loans are secured by the assets purchased

LOSS CONTINGENCY

The Company has been informed by the CME that it concluded an investigation into matter regarding

certain electronic trading of the Company The Company and the CME are discussing resolution of this

matter including possible settlement The likelihood of material unfavorable outcome is possible The

amount of loss incurred by any such outcome is not presently determinable There is no provision for such

possible unfavorable outcome in these financial statements In the opinion of management the ultimate

liability of such possible settlement will not have material adverse effect on the Companys financial

condition

p0 EMPLO YEE BENEFIT PLAN

The Company sponsors 401k profit-sharing plan the Plan covering all eligible employees of the

Company The Company may make discretionary contributions to the Plan subject to certain limitations as

set forth in the Plan Agreement There were no matching contributions during the year

11 SUBSEQUENT EVENTS

The Company has evaluated subsequent events through February 2012 which is the date the financial

statements were available to be issued

During the period January 2012 through February 2012 members made capital withdrawals of

$3050000


