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MARCUM
ACCOUNTANTS ADVISORS

INDEPENDENT AUDITORS REPORT

To the Member of

Marwood Group Research LLC

We have audited the accompanying statement of financial condition of Marwood Group
Research LLC the Company wholly owned subsidiary of Marwood Group Research Co
USA LLC as of December 31 2011 that is filed pursuant to rule 17a-5 of 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 statements assessing the

accounting principles used and significant estimates made by management as well as evaluating

the overal.l 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 positbn of Marwood Group Research LLC as of December 31 2011 in conformity

with accounting principles generally accepted in the United States of America

4ga
Melville NY
February 28 2012

MARGtMGROLIP
MCMRER

M.arcum ILl 10 MelvIlle Park Road Melville New York 11747 Phone 631.414.4000 Fax 631.414.4001 marcurnllp.com



MARWOOD GROUP RESEARCH LLC

Wholly-Owned Subsidiary of Marwood Group Co USA LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER31 2011

Assets

Cash and cash equivalents 1095900

Accounts receivable 214090

Prepaid expenses
68309

Total Assets 1378299

Liabilities and Members Equity

Liabilities

Accrued expenses and other liabilities 190416

Deferred revenue 196964

Total Liabilities 387380

Members Equity 990919

Total Liabilities and Members Equity 1378299

Tue accompanying notes are an integral part of thesefinancial statements



MARWOOD GROUP RESEARCH LLC
Wholly-Owned Subsidiary of Marwood Group Co USA LLC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2011

NOTE ORGANIZATION

Marwood Group Research LLC the Company wholly-owned subsidiary of Marwood

Group Co USA LLC the Parent was formed in May 2003 under the laws of the state

of New York The Company is broker-dealer registered with the Securities and Exchange

Commission the SEC and member of the Financial Industry Regulatory Authority

Inc FINRA The Companys business consists primarily of providing research services

relating to the healthcare industry

As provided for in the Companys limited liability company agreement the LLC
Agreement the Company will continue indefinitely unless terminated sooner pursuant to

ctain events as defined in the LLC Agreement

NOTE 2- SuMMARY OF SIGNIFICANT AccoUNTING POLICIES

BASIS OFFRESENTA TION

The accompanying financial statement has been prepared in conformity with accounting

principles generally accepted in the United States of America GAAP

SUBSEQUENTEVENTS

The Company has evaluated subsequent events through February 28 2012 the date this

financial statement was available to be issued There were no material subsequent events

that required recognition or additional disclosure in this financial statement

CASHAND CASHEQUIVALENTS

The Company considers all short-term investments with maturity of three months or less

when purchased to be cash equivalents The Company maintains cash with major financial

institutions At times cash and cash equivalents may be uninsured or in deposit accounts

that exceed the Federal Deposit Insurance Corporation FDIC insurance limits

CCO tINTS RECEIVA BLE 14 ND ALLO WA NCE FORDOUB TFUL ACCOUNTS

The Company generally does not require collateral or other security to support client

receivables although the Company does require retainers and up-front deposits in certain

situations At December 31 2011 the Company determined that no reserve against

accounts receivable was required While bad debt expense has historically been within

managements expectations the Company cannot guarantee that it will continue to

experience the same credit loss rates that it has in the past If the financial condition of

clients was to deteriorate resulting in an impairment of their ability to make payments an

allowance may be required



MARWOOD GROUP RESEARCH LLC
Wholly-Owned Subsidiary of Marwood Group Co USA LLC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2011

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTIIG POLICIES cONTuuEo

ACCOUNTSRECEIVABLE AND ALLO WA NCE FOR DOUBTFUL ACCOUNTS coNmvuED

At December 31 2011 no single customer accounted for more than 10% of total accounts

receivable The Company believes the number of clients that comprise the Companys
client base in the various geographic regions in which the Companys clients operate limits

concentrations of credit risk with respect to accounts receivable

INCOME TAXES

The Company files consolidated federal state and local tax returns with the Parent and

other affiliates on cash basis The members of limited liability company are taxed on

their proportionate share of Companys federal and state taxable income Accordingly no

liability for federal or state income taxes has been included in this financial statement The

amount payable for the Companys share of the consolidated groups New York City

Unincorporated Business Tax NYCUBT and District of Columbia Unincorporated

Business Franchise Tax returns DCUBFT is calculated as if each company filed on

separate return basis and is payable to receivable from the Parent unless recorded as

capital contribution from or distribution to the Parent

The Company recognizes uncertain tax positions that it has taken or expects to take on tax

return Management has concluded that the Company is pass-through entity and there are

no uncertain tax positions that would require recognition in the financial statement If the

Company were to incur an income tax liability from an uncertain tax position in the future

interest on any income tax liability would be reported as interest expense and penalties on

any income tax liability would be reported as income taxes Managements conclusions

regarding uncertain tax positions may be subject to review and adjustment at later date

based upon ongoing analyses of tax laws regulations and interpretations thereof as well as

other factors Generally federal state and local authorities may examine the tax returns

for three years from the date of filing and the current and prior three years remain subject to

examination as of December 31 2011

The Company recognizes deferred tax assets and liabilities for the future tax consequences

of events that have been recognized in its financial statement or income tax returns The

accompanying financial statement has been prepared on the accrual basis of accounting in

accordance with accounting principles generally accepted in the United States of America

The Company prepares its tax returns on cash basis Accordingly the Company records

deferred tax assets or liabilities for the increase or decrease in f1jture years tax liabilities

related to the temporary differences which arise by utilizing these two accounting methods



MARWOOD GROUP RESEARCH LLC
Wholly-Owned Subsidiary of Marwood Group Co USA LLC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2011

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING PoLiciEs CONTINUED

USE OFESTIMATES

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 liabilitiea and the 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 Actual results could differ

from those estimates

FAIR VALVE OFFINANCIAL INSTRUMENTS

Fair value is the price
that would be received upon sale of an asset or paid to transfer

liability in an orderly transaction between market participants at the measurement date The

following fair value hierarchy is used in selecting inputs with the highest priority given to

Leve as these are the most transparent or reliable

Level inputs to the valuation methodology are quoted prices unadjusted for

identical assets or liabilities in active markets

Level inputs to the valuation methodology include quoted prices for similar assets

and liabilities in active markets and inputs that are observable for the asset or liability

either directly or indirectly for substantially the full term of the financial instrument

Level inputs to the valuation methodology are unobservable and significant to the

fair value measurement

Certain financial instruments are carried at cost on the statement of financial condition

which approximates fair value due to their short-term highly liquid nature These financial

instruments include cash and cash equivalents accounts receivable accrued expenses and

other Liabilities and deferred revenue

NOTE 3- RELATED PARTY TRANSACTIONS

The Company shares office administrative and occupancy expenses with the Parent and

other affiliates The Company recognizes its share of such expenses by formula

determined by management as defined in an expense sharing agreement the Expense

Sharing Agreement between the Company the Parent and other affiliates In accordance

with the Expense Sharing Agreement on the last business day of each month the total of



MARWOOD GROUP RESEARCH LLC
Wholly-Owned Subsidiary of Marwood Group Co USA LLC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2011

NOTE 3-RELATED PARTY TRANSACTIONS coNTINuED

any amounts due from the Parent or other affiliates that is not paid shall automatically

convert to capital distribution to the Parent For the year ended December 31 2011

expenses paid by the Parent and recorded as capital contributions to the Company totaled

$3968265 Expenses paid by the Company and recorded as capital distributions to the

Parent amounted to $299290 for the year ended December 31 2011

The amount of income tax expenses due to the Parent and recorded as capital contribution

to the Company amounted to $23600 for the year ended December 31 2011

On April 18 2007 the Companys Parent entered into two term loan agreements the

Term Loans with financial institution totaling up to $1200000 and maturing on April

18 2013 Additionally on November 2011 the Companys Parent entered into third

term loan the New Term Loan totaling up to $3500000 and maturing on November

2016

In the aggregate approximately $3800000 of the Temi Loans and the New Term Loan

was outstanding at December 31 2011 The Parent has granted security interest in

substantially all of the Parents assets as collateral for the loans

NOTE 4- NET CAPITAL REQUIREMENTS

The Company is subject to the SEC uniform Net Capital 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 to not exceed 15 to At December 31 2011 the Company

had net capital of $852484 which was $826659 in excess of its required net capital of

$25825 The Companys ratio of aggregate indebtedness to net capital was 0.45 to at

December 31 2011


