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Independent Auditors Report

To the Member of

Mercury Capital Advisors LLC

We have audited the accompanying financial statement of Mercury Capital Advisors LLC the Company
which comprises the Statement of Financial Condition as of December 31 2012

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of the financial statement 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 the
financial statement that is free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the 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 from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statement The procedures selected depend on our judgment including the assessment of the risks of
material misstatement of the financial statement whether due to fraud or error In making those risk

assessments we consider internal control relevant to the Companys preparation and fair presentation of the
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 Companys 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 financial statement We believe that the audit evidence we have obtained is sufficient and
appropriate to provide basis for our audit opinion

PricewaterhouseCoopers LLP PricewaterhouseCoopers Center 300 Madison Avenue New York NY10017
646 4713000 813286 6ooo www.pwc.com/us



pwc

Opinion

In our opinion the financial statement referred to above present fairly in all material respects the financial

position of Mercury Capital Advisors LLC at December 31 2012 in accordance with accounting principles

generally accepted in the United States of America

March 12 2013



Mercury Capital Advisors LLC
Statement of Financial Condition

December 31 2012

Assets

Cash 81941

Due from affiliates net 7800857

Prepaid expenses and other assets 35213

Total assets 7918011

Liabilities and Members Equity

Accrued Expenses 24450

Accounts Payable 24450

Total liabilities 48900

Commitments and contingencies Note

Members equity 7869111

Total liabilities and members equity 7918011

The accompanying notes are an integral part of this financial statement



Mercury Capital Advisors LLC
Notes to the Statement of Financial Condition

December 31 2012

Organization

Mercury Capital Advisors LLC Mercury Capital or the Company is limited liability company
established in the state of Delaware The Company became registered as general securities

broker-dealer with the Securities and Exchange Commission SEC on September 2010 and is

member of the Financial Industry Regulatory Authority FINRA and the Securities Investor

Protection Corporation SIPC The Company is single member LLC wholly owned by Mercury

Capital Advisors Group LP MCA LP The Company does not carry securities accounts for

customers or perform custodial services and accordingly claims exemption from Rule 15c3-3 of

the Securities Exchange Act of 1934

The Company assists private equity real estate infrastructure venture capital distressed

mezzanine secondary and other third-party managers in the capital raising process The Company
also assists general partner and limited partner clients in other related activities such as capital

raising advisory co-investment and other direct deal placement agency of secondary sales of

limited partnership interests and placement of PIPES The Company earns placement and advisory
fees from these sources

Summary of Significant Accounting Policies

Basis of Presentation

The Companys financial statements have been prepared in accordance with accounting principles

generally accepted in the United States of America US GAAP

The Financial Accounting Standards Board Accounting Standards Codification the Codification

or ASC is the single source of authoritative literature of US GAAP The Codification consolidates

all authoritative accounting literature which supersedes all pre-existing accounting and reporting

standards excluding separate rules and other interpretive guidance released by the SEC New

accounting guidance is now issued in the form of Accounting Standards Updates which update the

Codification

The following is summary of the significant accounting policies followed by the Company

Use of Estimates

The preparation of financial statements in conformity with US GAAP 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 statement Actual results could differ

from these estimates The Company has not utilized any significant estimates in the preparation of

the financial statements

ASC Topic 460 Guarantees requires the disclosure of representations and warranties which the

Company enters into which may provide general indemnifications to others The Company in its

normal course of business may enter into other legal contracts that contain variety of these

representations and warranties that provide general indemnifications The Companys maximum
exposure under these arrangements is unknown as this would involve future claims that may be

against the Company that have not yet occurred However based on its experience the Company
expects the risk of loss to be remote



Mercury Capital Advisors LLC
Notes to the Statement of Financial Condition

December 31 2012

Cash

Cash consists of cash in banks primarily held at one financial institution and at times may exceed

federally insured limits It is the opinion of management that the solvency of the referenced

financial institution is not concern at this time

Revenue Recognition

The Company earns placement fee and advisory fee income in connection with capital raising and

private securities transactions On January 2010 the Company and MCA LP entered into

Transfer Pricing Agreement All revenues are billed and collected by MCA LP The Company
recognizes revenues on the accrual basis of accounting in accordance with ASC Topic 605
Revenue Recognition which stipulates that revenue generally is realized or realizable and earned
once persuasive evidence of an arrangement exists delivery has occurred or services have been

rendered the fee is fixed or determinable and collectability is assessed as probable If service

is rendered on contingent fee basis revenues are recognized upon satisfaction of the

contingency The Company recognizes revenue based on the terms and conditions in its signed

engagement letters During 2012 the Companys revenues were primarily derived from placement

services

During 2012 the Company entered into an agreement with distribution partner in South

America The objective of the partnership is to raise capital across the North America and

South America regions According to the terms of the agreement revenues earned are to be

shared on 50%/50% basis between the Company and the distribution partner As the

Company acts as principal in these transactions revenues and expenses are reported gross

Fair Value of Financial Instruments

The carrying value of short-term financial instruments including cash approximates the fair value

of these instruments These financial instruments generally expose the Company to limited credit

risk and have no stated maturities or have short-term maturities At December 31 2012 the

carrying amount of these instruments approximates their fair value

Income Taxes

The Company is single-member limited liability company that is treated as disregarded entity

for federal and state income tax purposes to the extent permitted by law Therefore the Company
makes no provision for federal or state income taxes However the Company is subject to the New
York City Unincorporated Business Tax NYC UBT Income taxes are accounted for using the

liability method of accounting Under this method deferred tax assets and liabilities are recognized

for the expected future tax consequences of differences between the carrying amounts of assets

and liabilities and their respective tax basis using currently enacted tax rates The effect on

deferred assets and liabilities of change in tax rates is recognized in income in the period when
the change is enacted Deferred tax assets are reduced by valuation allowance when it is more

likely than not that some portion or all of the deferred tax assets will not be realized which results

in charge to income tax expense in the statement of operations

The Company also applies ASC Topic 740-10 Accounting for Uncertainty in Income Taxes which

sets out framework for management to use to determine the appropriate level of tax reserves to

maintain for uncertain tax positions This interpretation uses two step approach wherein tax

benefit is recognized if position is more likely than not to be sustained and the amount of benefit

is then measured on probabilistic approach as defined in the ASC Topic The ASC Topic also

sets out disclosure requirements to enhance transparency of an entitys tax reserves As of

December 31 2012 management of the company has determined that there are no uncertain tax

positions that need to be recorded



Mercury Capital Advisors LLC
Notes to the Statement of Financial Condition

December 31 2012

Tax laws are complex and subject to different interpretations by the taxpayer and respective

governmental taxing authorities Significant judgment is required in determining tax expense and in

evaluating tax positions including evaluating uncertainties under US GAAP The Company reviews

its tax positions and adjusts its tax balances as new information becomes available The federal

New York State and New York City tax returns of MCA LP the Companys parent are open to

audit for the year ended December 31 2009 and later The Company is not currently under

examination by any tax authority nor are there any pending examinations

Significant Customers and Concentrations of Credit Risk

The Company earns placement fee and advisory fee income in connection with capital raising and

private securities transactions Revenues from two customers were approximately 35% and 19% of

revenue for the year ended December 31 2012

Intercompany Balances with Affiliates

Receivables from and payables to affiliated Companies are offset and the net amount reported in

the Statement of Financial Condition as there is legally enforceable right to set off the recognized

amounts and there is an intention to settle on net basis or realize the asset and settle the liability

simultaneously

Expense Sharing Agreement

On November 2010 the Company and MCA LP entered into an Administrative Services and

Expense Sharing Agreement the Expense Sharing Agreement In accordance with the Expense

Sharing Agreement the Company shall on monthly basis reimburse MCA LP for salaries and

related expenses of registered investment personnel as well as proportional share of certain

administrative and overhead costs paid on behalf of the Company

Lease Commitments

On May 24 2012 the Company entered into lease for office space in Waltham MA extending

through August 31 2013 On July 2012 the Company entered into lease for office space in

Los Angeles CA extending through September 30 2015

Future minimum lease commitments under non-cancellable leases at December 31 2012 are as

follows

Year Ending December 31

2013 38080

2014 17280

2015 12960

Total 68320

Taxes

The Company is treated as partnership for US tax purposes and is subject to New York City

Unincorporated Business Tax NYC UBT of 4% attributable to the Companys operations

apportioned to New York City The Company is also subject to minimum tax in California The



Mercury Capital Advisors LLC
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December 31 2012

Companys effective tax rate of 1.6% differs from the NYC UBT rate of 4% primarily due to the

apportionment of revenues to sources outside of New York City

Deferred and current tax receivable/payable are $32610 and are component of Due from

Affiliates on the Statement of Financial Condition The 2012 deferred tax liability $42092 and is

component of the $32610

The application of U.S GAAP requires the Company to evaluate the recoverability of deferred tax

assets and establish valuation allowance if necessary to reduce the deferred tax asset to an

amount that is more likely than not expected to be realized At December 31 2012 the Company
has not recorded any valuation allowance and has determined that it will be able to utilize the

deferred tax asset in the normal course of its future business activities

Net Capital Requirements

As registered broker-dealer the Company is subject to the SEC Uniform Net Capital Rule Rule
5c3-1 of the Securities Exchange Act of 1934 which requires the maintenance of minimum net

capital Under Rule 15c3-1 The Company is required to maintain minimum net capital equal to the

greater of $5000 or 2/3% of aggregate indebtedness At December 31 2012 the Company had

net capital of $33041 which was $28041 above its required net capital of $5000 The Company
had aggregate indebtedness at December 31 2012 of $48900 which included Accounts

Payable of $24450 and Accrued Expenses of $24450

Subsequent Events

The Company evaluated whether there were any events or transactions that occurred after

December 31 2012 and through the issuance date of this financial statement that would require

recognition of disclosure in this financial statement

I---


