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OATH OR AFFIRMATION

Donna Sabatini
swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

First New York Securities LLC
as

of December31 20 12
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

MAUREEN MCLOUGHLIN

NOTARY PUBLIC STATE OF NEW YORK

NO 01MC4985096

QUALIFIED IN QUEENS COUNTY

CERTIFICATE FILED IN NEW YORK COUNTY
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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 l5c3-l and the

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

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

consolidation

EZI 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

Title
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Notary Public

Signature
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INDEPENDENT AUDITORS REPORT

To the Member of

First New York Securities L.L.C

Report on the Consolidated Financial Statement

We have audited the accompanying consolidated statement of financial condition of First New York

Securities L.L.C and Subsidiaries wholly owned subsidiary of FNY Partners Fund LP as of

December 31 2012 that is filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 and

the related notes to the consolidated statement of financial condition

Managements Responsibility for the Consolidated Financial Statement

Management is responsible for the preparation and fair presentation of the consolidated statement of

financial condition in accordance with accounting principles generally accepted in the United States of

America this includes the design implementation and maintenance of internal control relevant to the

preparation and fair presentation of consolidated statement of financial condition that is free from material

misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this consolidated financial statement based on our audit

We did not audit the financial statements of Infinity Capital Markets Limited and MPS Global Securities

Europe LLP both wholly owned subsidiaries together the Component Entities which statements in

the aggregate reflect equity constituting 23% of the consolidated members equity at December 31 2012

The financial statements of Infinity Capital Markets Limited and MPS Global Securities Europe LLP
which were prepared in accordance with applicable law and United Kingdom Accounting Standards

United Kingdom Generally Accepted Accounting Practice were audited by other auditors whose reports

have been furnished to us We have applied audit procedures on the conversion adjustments to the

financial statements of the Component Entities which conform those financial statements to accounting

principles generally accepted in the United States of America Our opinion insofar as it relates to the

amounts included for the Component Entities prior to these conversion adjustments is based solely on

the reports of the other auditors 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 consolidated financial statement is free from material

misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the consolidated financial statement The procedures selected depend on the auditors judgment

including the assessment of the risks of material misstatement of the consolidated financial statement

whether due to fraud or error In making those risk assessments the auditor considers internal control

relevant to the entitys preparation and fair presentation of the consolidated financial statement in order to

design audit procedures that are appropriate in the circumstances but not for the purpose of expressing

an opinion on the effectiveness of the entitys internal control Accordingly we express no such opinion

An audit also includes evaluating the appropriateness of accounting policies used and the

reasonableness of significant accounting estimates made by management as well as evaluating the

overall presentation of the consolidated financial statement
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

Opinion

In our opinion based on our audit and the reports of the other auditors the consolidated statement of

financial condition referred to above present fairly in all material respects the consolidated financial

position of First New York Securities L.L.C and Subsidiaries as of December 31 2012 in accordance

with accounting principles generally accepted in the United States of America

New York New York

February 28 2013



FIRST NEW YORK SECURITIES L.L.C AND SUBSIDIARIES

Consolidated Statement of Financial Condition

December 31 2012

Assets

Cash

Receivable from clearmg brokers and counterparties

Securities owned at fair value

Secured demand notes fair value of collateral $7346075

Investments in investment companies

Furniture equipment and leasehold improvements less accumulated

depreciation and amortization of$12144991

Receivable from Parent Company

Receivable from affiliated entity

Other assets

Total assets

Liabilities and Members Equity

Liabilities

Securities sold not yet purchased at fair value

Payable to clearing brokers and counterparties

Capital withdrawals payable

Accrued expenses and other liabilities

Total liabilities

Commitments and Contigencies

Subordinated borrowings

Members equity

First New York Securities L.L.C members equity

Noncontrolling interest

Total members equity

Total liabilities and members equity

7629254

57897697

336511011

6200000

781711

6776548

30900867

20985423

17131684

484814195

224562560

2365890

3385737

32056894

262371081

37850000

184327313

265801

184593114

484814195

See notes to consolidated statement ofjinancial condition



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Organization and Description of Business

First New York Securities L.L.C FNYS Delaware limited liability company is broker-

dealer in securities registered with the Securities and Exchange Commission the SEC and is

member of the Financial Industry Regulatory Authority FINRA It was organized in

July 1995 as the successor to the business of First New York Securities Co

FNYS is wholly owned subsidiary of FNY Partners Fund LP the Parent Company FNYS
wholly or majority owned subsidiaries include FNY Managed Accounts L.L.C Infinity Capital

Markets Limited 1CM Infinity Global Markets Limited 1GM FNY Technologies LLC

FNYT MPS Global Securities L.L.C MPSG and MPS Global Securities Europe LLP

MPSGE collectively the Company 1CM 1GM and MPSGE were formed under the

applicable law of the United Kingdom FNYS and its subsidiaries are primarily engaged in the

proprietary trading of securities and acts as introducing brokers The Company has decided to

wind down the operations of MPSGE

Significant Accounting Policies

Basis of Presentation The Companys consolidated statement of financial condition has been

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

America GAAP and is stated in U.S dollars The preparation of this consolidated financial

statement in conformity with GAAP requires management to make estimates and assumptions

that affect the reported amounts of consolidated assets and liabilities the disclosure of contingent

assets and liabilities at the date of the consolidated financial statement Actual results could

differ from those estimates

Consolidation The consolidated financial statement include the accounts of FNYS and all of its

wholly or majority owned subsidiaries All significant intercompany account balances and

transactions have been eliminated in consolidation

Noncontrolling interest Noncontrolling interest represents the equity ownership in subsidiaries

not attributable to the parent company who has controlling interest and consolidates the

subsidiaries financial results with its own



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Significant Accounting Policies continued

Revenue Recognition Policies Principal security transactions are recorded on the trade date and

related revenue and expenses are included in net gain from principal transactions The Company
records commission revenue on trade-date basis Dividend income and expense are accrued on

the ex-dividend date Interest income and expense are recorded on the accrual basis

Cash The Company maintains cash balances in bank accounts which at times may exceed

federally insured limits The Company has not experienced any losses in such accounts In the

event of financial institutions insolvency recovery of cash may be limited

Receivable from and Payable to Clearing Brokers and Counterparties Receivable from and

payable to clearing brokers and counterparties represent net cash and margin collateral balances

net amounts receivable or payable for securities transactions that have not settled and the fair

value of all derivatives excluding equity and future options with the Companys clearing

brokers and counterparties at December 31 2012 Investments and other amounts due from

brokers serve as collateral for the amounts due to brokers and counterparties

Valuation The Company carries its investments at fair value Accounting Standards

Codification ASC 820 Fair Value Measurements and Disclosures ASC 820 defines fair

value as an estimate of the exit price representing the amount that would be received to sell an

asset or paid to transfer liability in an orderly transaction between market participants i.e the

exit price at the measurement date Fair value measurements are not adjusted for transaction

costs The valuation hierarchy is based upon the transparency of inputs to the valuation of an

asset or liability as of the measurement date The three levels are defined as follows

Level Inputs are observable and reflect quoted prices unadjusted for identical assets or

liabilities in active markets The Companys exchange-traded equities NASDAQ equities

OTC Bulletin Board equities Pink Sheet equities exchange-traded options and exchange
traded futures are categorized in Level of the fair value hierarchy Actively traded equities

are valued at the last reported sales prices on the primary securities exchange on the date of

determination Options are valued at the mean between the last bid and ask prices

Exchange-traded futures are valued at quoted close market prices



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Significant Accounting Policies continued

Level Inputs other than quoted prices included in Level that are observable for the asset

or liability either directly or indirectly and reasonably available in active markets

Observable inputs reflect the assumptions market participants would use in pricing the asset

or liability and are derived principally from or corroborated by observable market data from

sources independent of the Company The Companys equity swaps interest rate swaps and

swaptions corporate bonds and municipal bonds are categorized in Level of the fair value

hierarchy These investments are valued based on either brokers or counterparties quotes

observable trade execution data or prices provided by the independent pricing service using

valuation models with observable inputs such as yield curves interest rates and credit spread

Equity swaps are fair valued at open trade equity representing unrealized gain or loss on the

contracts as measured by the difference between the market value of the underlying securities

and the contract value of the contracts

Level Inputs to the valuation methodology are unobservable and significant to the fair

value measurement Unobservable inputs reflect the Companys best estimate of fair value

where the inputs into the determination of fair value require significant management

judgment or estimation The Companys investments in investment companies are

categorized in Level of the fair value hierarchy because they trade infrequently or not at

all and therefore have little or no readily available pricing The Company has elected to

value the investment companies using the net asset value of each investment company as

reported by the investment company without adjustment unless it is probable that the

investment will be sold at value significantly different than the reported net asset value

An assets or liabilitys categorization within the fair value hierarchy is based upon the lowest

level of any input that is significant to the fair value measurement Availability of observable

inputs can vary and is affected by variety of factors The Company uses judgment in

determining fair value of assets and liabilities and Level assets and liabilities involve greater

judgment than Level or Level assets or liabilities For securities that are not traded in active

markets or are subject to transfer restrictions valuations are adjusted to reflect illiquidity and/or

non-transferability and such adjustments are generally based on available market information In

the absence of such evidence managements best estimate is used



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Significant Accounting Policies continued

Fair Value of Other Financial Instruments The carrying amounts reported on the consolidated

statement of financial condition approximate fair value based on the short-term maturity and the

daily pricing mechanisms for these instruments Other assets and liabilities with short and

intermediate-term maturities and defined settlement amounts including receivables payables

and accrued liabilities are reported at their contractual amounts which approximate fair value

Financial Derivatives Derivative financial instruments used for trading purposes including

economic hedges of trading instruments are carried at fair value The Company does not apply

hedge accounting as all financial instruments are recorded at fair value The fair value of equity

options are recorded in securities owned or securities sold not yet purchased on the consolidated

statement of financial condition Open trade equity in swaps swaptions forwards and futures

transactions are recorded as receivable from or payable to clearing brokers and counterparties on

the consolidated statement of financial condition

Securities Purchased under Agreements to Resell and Securities Sold under Agreements to

Repurchase Securities purchased under agreements to resell and securities sold under

agreements to repurchase primarily represent short-term financings and are collateralized by

negotiable securities principally U.S government securities and are carried at their contractual

amounts adjusted for accrued interest receivable/payable

It is the policy of the Company to obtain possession of collateral with fair value equal to or in

excess of the principal amount loaned under resale agreements Collateral is valued daily and

the Company may require counterparties to deposit additional collateral or return collateral

pledged when appropriate At December 31 2012 there were no securities purchased under

agreements to resell or securities sold under agreements to repurchase

Foreign Currency Translation The Companys foreign denominated assets and liabilities are

translated at month-end spot rates

Furniture Equipment and Leasehold Improvements Furniture and equipment are depreciated

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

three to ten years Leasehold improvements are amortized using straight-line method over the

term of the related leases or the estimated useful lives of the assets whichever is shorter The



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Significant Accounting Policies continued

Companys net balance on the consolidated statement of financial condition at December 31
2012 is comprised of $3144298 in furniture and equipment $1817665 in leasehold

improvements and $1814585 in information technology assets

Intangible Assets Intangible assets are amortized on straight-line basis over their estimated

useful lives where the useful life is the period over which the asset is expected to contribute

directly or indirectly to the Companys future cash flows The Company tested intangible assets

for impairment at December 31 2012 and reassessed the remaining useful life The reassessed

carrying value amounted to $4579370 at December 31 2012 which is included in other assets

on the consolidated statement of financial condition

Income Taxes FNYS as single member limited liability company is not subject to federal or

state income taxes Its taxable income is reported on the members individual income tax returns

in accordance with the laws of the applicable jurisdictions

The Company has business operations in New York City and is subject to the New York City

Unincorporated Business Tax UBT and subsidiary of the Company is subject to United

Kingdom UK income tax There was no UBT for 2012 as the related business generated

losses for the year There was no UK income tax for 2012 due to the loss carryforward from

previous years

The management is responsible for determining whether tax position taken by the Company is

more likely than not to be sustained on the merits The Company has no material unrecognized

tax benefits and has not recognized in this consolidated financial statement any interest or

penalties related to income taxes for the year ended December 31 2012 The Company is no

longer subject to U.S federal state or local income tax examinations by tax authorities for years

before 2009



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

Fair Value of Investments

December 31 2012

The following are the Companys fair value assets and liabilities by level within the fair value

hierarchy at December 31 2012

Securities owned

Equity securities

Municipal bonds

Corporate bonds

Equity options

Total securities owned

Investments in investment companies

Receivable from clearing brokers and

counterparties

Futures

Swaps and swaptions

Total receivable from clearing brokers and

counterparties

Total assets

Securities sold not yet purchased

Equity securities

Equity options

Total securities sold not yet purchased

Payable to clearing brokers and

counterparties

Futures

Swaps and swaptions

Total payable to clearing brokers and

counterparties

Total liabilities

Assets at Fair Value as of December 31 2012

Level Level Level Netting Collateral Total

276573956 $276573956

37083054 37083054

17642492 17642492

5211509 5211509

$281785465 $54725546 $336511011

781711 781711

170186 170186

1904595 1782273 122322

170186 1904595 1952459 122322

281955651 $56630141 781711 1952459 $337415044

Liabilities at Fair Value as of December 31 2012

Level Level Level Netting Collateral Total

222999254 222999254

1563306 1563306

224562560 224562560

321936 170186 151750
1782273 1782273

321936 1782273 1952459 151750

224884496 1782273 1952459 151750 224562560

There were no transfers between levels during the year ended December 31 2012



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Fair Value of Investments continued

The following summarizes changes in fair value of the Companys Level assets for the year

ended December 31 2012 The information reflects gains and losses for the full year for assets

categorized as Level as of December 31 2012

Investment

Companies

Balance at the beginning of the year 1385402
Net unrealized and realized gain 219

Return of capital 603910
Balance at the end ofthe year 781711

Financial Instruments and Risk

In the normal course of its business the Company trades various financial instruments and enters

into various financial transactions where the risk of potential loss due to market risk currency

risk interest rate risk credit risk and other risks can equal or exceed the related amounts

recorded

Market risk represents the potential loss that can be caused by increases or decreases in the fair

value of investments resulting from market fluctuations

Currency risk is the risk that the fair value of an investment will fluctuate because of changes in

foreign exchange rates Investments that are denominated in non-U.S currency are subject to

the risk that the value of particular currency will change in relation to one or more other

currencies Among the factors that may affect currency values are trade balances the level of

short-term interest rates differences in relative values of similar assets in different currencies

long-term opportunities for investment and capital appreciation and political developments

Interest rate risk is the risk that the fair value of future cash flows of fixed income or rate

sensitive investments will increase or decrease because of changes in interest rates Generally

the value of fixed income securities will change inversely with changes in interest rates As

interest rates rise the fair value of fixed income securities tends to decrease Conversely as

10



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Financial Instruments and Risk continued

interest rates fall the fair value of fixed income securities tends to increase This risk is

generally greater for long-term securities than for short-term securities

The Company invests portion of its assets in securities of non-U.S issuers and in other

financial instruments denominated in various currencies In addition in order to hedge foreign

currency exchange rate risks which may arise from the purchase of such securities or other

reasons incidental to the Companys business the Company may invest in foreign currencies and

foreign currency-related products These types of investments entail risks in addition to those

involved in investments in securities of domestic issuers Investing in non-U.S securities may

represent greater degree of risk than investing in U.S securities Non-U.S securities also may
be less liquid and more volatile than U.S securities and may involve higher transaction and

custodial costs In addition hedging foreign currency exchange rate risk entails additional risk

since there may be an imperfect correlation between the Companys holdings of securities

denominated in particular currency and the Companys portfolio holdings of currencies and

foreign currency related products purchased by the Company to hedge any exchange rate risk

The Company has sold securities that it does not currently own and will therefore be obligated to

purchase such securities at future date The Company has recorded these obligations in the

consolidated financial statements at December 31 2012 at the fair value of the related securities

and will incur loss if the fair value of the securities increases subsequent to December 31
2012 There is the risk that the securities borrowed by the Company in connection with short

sale would need to be returned to the securities lender on short notice If such request for return

of securities occurs at time when other short sellers of the subject security are receiving similar

requests short squeeze can occur wherein the Company might be compelled at the most

disadvantageous time to replace borrowed securities previously sold short with purchases on the

open market possibly at prices significantly in excess of the proceeds received earlier

The Company enters into various transactions involving derivatives and other off-balance-sheet

financial instruments These financial instruments include futures forward and foreign exchange

contracts exchange-traded and over-the-counter options delayed deliveries securities purchased

and sold on when-issued basis when-issued securities and interest rate and equity swaps
These derivative financial instruments are used to conduct trading activities and manage market

risks and are therefore subject to varying degrees of market and credit risk Derivative

11



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Financial Instruments and Risk continued

transactions are entered into for trading purposes or to economically hedge other positions or

transactions

Futures and forward contracts to-be-aimounced TBAs and when-issued securities provide for

the delayed delivery of the underlying instrument As writer of options the Company receives

premium in exchange for giving the counterparty the right to buy or sell the security at future

date at contracted price Interest rate swaps involve the exchange of payments based on fixed

or floating rates applied to notional amounts The contractual or notional amounts related to

these financial instruments reflect the volume and activity and do not reflect the amounts at risk

In an equity swap cash flows are exchanged based on commitment by one party to pay interest

in exchange for market-linked return based on notional amount The market-linked return

may include among other things the total return of security or index These agreements

involve elements of credit and market risk Risks include the possibility that no liquid market

exists for these obligations the counterparty may default on its obligation or unfavorable

changes may exist in the security or index underlying the swap Futures contracts are executed

on an exchange and cash settlement is made on daily basis for market movements

Accordingly futures contracts generally do not have credit risk The credit risk for forward

contracts TBAs options swaps and when-issued securities is limited to the unrealized fair

valuation gains recorded in the consolidated statement of financial condition Market risk is

substantially dependent upon the value of the underlying financial instruments and is affected by

market forces such as volatility and changes in interest and foreign exchange rates

At December 31 2012 the Company had outstanding long and short equity swap agreements

with notional amounts $14400903 and $21547455 respectively long and short swaptions with

notional amounts of $895760000 and $916896000 respectively and interest swap contracts

with gross notional amounts in long positions of $11422400 The numbers of equity options

and futures contracts outstanding as of December 31 2012 were 70074 and 726 respectively

12



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Financial Instruments and Risk continued

The following table summarizes the fair value of derivative instruments in the consolidated

statement of financial condition at December 31 2012

Fair Value

Gross Asset Gross Liability

Equity options 5211509 1563306

Futures 170186 321936

Interest rate swaptions 1850581 1687094

Interest rate swaps 3278

Equity swaps 54014 91901
Total 7282290 3667515

The fair value of derivatives excluding equity options in the table above is included net in

receivable from clearing brokers and counterparties Financial instruments involve elements of

market risk that may be in excess of the amounts recognized in the consolidated statement of

financial condition The Company is engaged in various trading and brokerage activities in

which counterparties primarily include broker-dealers banks and other financial institutions In

the event counterparties do not fulfill their obligations or the collateral value becomes

inadequate the Company may be exposed to credit risk To reduce its credit risk for derivative

transactions the Company has established controls to monitor the creditworthiness of

counterparties as well as the quality of pledged collateral and uses master netting agreements
whenever possible At December 31 2012 the Company did not hold any collateral in the form

of cash or securities The Company may be required to pledge collateral to counterparties when

deemed necessary and will include cash paid as receivable from counterparties in the

consolidated statement of financial condition At December 31 2012 the Company pledged

$4149785 in cash collateral to counterparties The cash collateral paid is included in the

receivable from clearing brokers and counterparties in the consolidated statement of financial

condition and netted with the fair value of the derivatives



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Financial Instruments and Risk continued

The Company is party to various derivative contracts governed by the International Swaps and

Derivatives Association Inc ISDA trading agreements with dealer counterparties The

Companys ISDA trading agreements which are separately negotiated agreements with each

dealer counterparty typically contain provisions allowing absent other considerations

counterparty to exercise rights to the extent not otherwise waived against the Company in the

event the Companys member equity declines over time by predetermined threshold or falls

below predetermined floor Such rights often include the ability to terminate i.e close out

open contracts in accordance with its provisions Derivative contracts are presented on net-by

counterparty basis in the consolidated statement of financial condition The aggregate fair value

of all derivative instruments was in net asset position at December 31 2012

Receivable from and Payable to Clearing Brokers and Counterparties

The clearing and depository operations for security transactions are provided substantially by

three brokers For financial reporting purposes amounts payable to broker have been offset

against amounts receivable from the same broker for securities sold not yet purchased and other

items At December 31 2012 substantially all of the securities owned securities sold not yet

purchased and amounts receivable from and payable to brokers reflected in the consolidated

statement of financial condition are positions carried by and amounts receivable from or payable

to these brokers Securities owned and amounts due from brokers serve as collateral for the

amounts payable to the brokers Subject to the clearing agreements between the Company and

the clearing brokers the clearing brokers have the right to sell or repledge this collateral

Additionally investments in securities owned and securities sold not yet purchased are subject

to margin requirements

The Company has agreed to indemnify its clearing brokers for losses that the clearing brokers

may sustain from the customer accounts introduced by the Company As of December 31 2012

there were no significant unsecured amounts owed to the clearing brokers by these customers in

connection with normal margin cash and delivery against payment transactions

14



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Subordinated Borrowings

Borrowings subordinated to the claims of general creditors have been approved by FINRA for

inclusion in computing FNYSs net capital pursuant to the SECs Uniform Net Capital Rule

The amounts interest rates and maturities of the subordinated borrowings are as follows

Maturity Interest Rate Amount
Secured demand notes

June 2013 5.00% 750000

July 2013 5.00% 3850000
August31 2014 4.00% 1600000

6200000
Subordinated notes

February 28 2013 Fed Fund2.75% 500000

March 16 2013 1.00% 5150000

June 2014 Fed Fund2.75% 10000000

July 2014 Fed Fund2.75% 1000000

July 2014 5.00% 500000

January31 2015 7.00% 10000000

February 28 2015 Fed Fund2.75% 2000000
February 28 2015 Fed Fund2.75% 1500000

February 28 2015 Fed Fund2.75% 1000000

31650000

37850000

Subordinated borrowings may be withdrawn by the lender at stated maturity dates or withdrawal

can be accelerated upon six months notice Any subordinated borrowing can be repaid only if

after giving effect to such repayment FNYS continues to comply with minimum net capital

requirements and meets SECs capital regulations governing withdrawal of subordinated debt

The estimated fair value of the subordinated borrowings and the secured demand notes

receivable approximate the carrying amount based on current rates available to FNYS for debt

with substantially the same terms and maturities

15



First New York Securities L.L.C and Subsidiaries

Notes to Consolidated Statement of Financial Condition

December 31 2012

Related Party Transactions

The Company is involved in financing and other transactions with the Parent Company and its

affiliate

FNYS has participations agreements with FNY Capital Management LP FNYCM
Delaware limited partnership and an affiliated entity of the Company whereby FNYS sold full

participation interests in the net profits or losses of 1GM MPSG MPSGE FNYT and its fixed

income trading group to FNYCM in exchange for certain services In addition the Companys

payroll and the related expenses are paid by FNYCM on behalf of the Company The Company
reimbursed FNYCM for all of such expenses As of December 31 2012 receivable from

affiliated entity of $20985423 in the consolidated statement of financial condition represented

the net receivable from FNYCM relating to the above transactions

The Company provides funding to the Parent Company to facilitate the Parent Companys

proprietary trading As of December 31 2012 receivable from Parent Company in the amount

of $30900867 represented the amounts due from the Parent Company as result of such

activities

The consolidated statement of financial condition includes $4583629 of other assets relating to

related party receivables primarily for loans and advances to employees see Note This

amount is net of bad debt allowances of $122522 relating to the write off of employee related

receivables In addition there is $31650000 of subordinated borrowings with related parties

Employee Compensation and Benefits

Trader compensation is based on percentage payout of net trading profit net of certain

expenses The payable relating to trader compensation in the amount of $22910647 is included

in accrued expenses and other liabilities in the consolidated statement of financial condition

The Company made advances and forgivable loans to employees primarily brokers for

recruiting and retention purposes Loans are forgiven using the straight-line method over period

of up to years The loans currently outstanding will mature on August 31 2014 If an employee

leaves the Company for any reason or ceases to be an employee in good standing as defined the

portion of the employees loan that has not yet been forgiven plus interest calculated at the
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December 31 2012

Employee Compensation and Benefits continued

current Applicable Federal Rate shall be repaid in full The loans will be forgiven if an employee
is terminated without cause The amount of these loans currently outstanding at December 31
2012 is $1385417 Advances do not have set due dates and are due on demand The amount of

advances outstanding at December 31 2012 is $3198212 These loans and advances are

included in other assets in the consolidated statement of financial condition

The Company maintains noncontributory 401k salary reduction plan covering substantially

all employees subject to certain minimum age and length-of-service requirements The

Company did not make any contributions to the plan during the year

Regulatory Requirements

FNYS is subject to the SECs Uniform Net Capital Rule SEC Rule 15c3-1 FNYS has elected

to compute net capital pursuant to SEC Rule 15c3-1 which requires that FNYS maintain

minimum net capital as defined of 2% aggregate debit items computed in accordance with Rule

15c3-3 as defined or $250000 At December 31 2012 FNYS had net capital of $61545480
which exceeded the requirement by $61295480

FNYS is exempt from the provisions of Rule 5c3-3 pursuant to paragraph k2ii of such

Rule under the Securities Exchange Act of 1934 as an introducing broker or dealer that carries

no customer accounts promptly transmits any customer funds and securities to the clearing

broker or dealer and does not otherwise hold funds or securities of customers

Pursuant to the requirements of Rule 7a-5 of the SEC the following summarizes the financial

condition of the subsidiaries consolidated in the accompanying consolidated financial statement

but not consolidated in FNYSs corresponding unaudited Form X-17A-5 Part hA report filed

with the SEC

Assets 210922197
Liabilities 139526494

Members equity 71395703
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10 Commitments and Contingencies

December 31 2012

The Company is obligated under various noncancelable operating leases for office space expiring

on various dates through 2016 The leases contain escalation provisions based on certain costs

incurred by the lessor The Company has also entered into leases for certain equipment which

have been accounted for as capital leases

The future aggregate minimum rental commitments under the aforementioned leases are as

follows

Year Ending December 31

2013

2014

2015

2016

Operating

4366542 121046 4487588

4452342 5233 4457575

2194121 2194121

602951 602951

11615956 126279 11742235

In connection with security deposit for lease of office space the Company has two outstanding

standby letter of credit agreements of $1280409 payable to its landlord

In the normal course of business FNYS has been the subject of SEC inquiries and FLNRA
reviews and has been named as defendant in certain litigations and arbitrations arising out of its

activities as broker-dealer in securities the outcome of which cannot be determined at this

time It is the opinion of management that the various SEC inquiries FINRA reviews litigation

and arbitrations will not have material adverse effect on the Companys financial position

11 Subsequent Events

Subsequent to December 31 2012 there are pending capital withdrawals of $11634209 which

are not reflected in the consolidated statement of financial condition

Leases

Capital

Leases Total
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11 Subsequent Events continued

On December 27 2012 the Company entered into an agreement with EDF Man Holdings

Inc subject to the meeting of certain conditions including regulatory approval to sell its entire

membership interests in MPSG The Company is in the process of winding down the operations

of MPSGE Other than disclosed above subsequent events have been evaluated through the date

of issuance and management has determined that no subsequent events occurred that would

require disclosure in the consolidated financial statement or accompanying notes
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teri Qess is deficiency or combination of deficiencies in internal control such that there is

enabIJàs4bility 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 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 previously

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

as described in the second paragraph of this report were adequate at December 31 2012 to meet the

SECs objectives

This report is intended solely for the information and use of management the SEC the Financial Industry

Regulatory Authority 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

New York New York

February 22 2013
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