
MaJ 24 2010 1032AM HP LASERJET FAX F.

ANNUAL AUDiTED
POHMX-1

PARI

FACJN PMI
.1nfrmt1es .Rqutred .01 flroLcrs und iek

Securttks i1ange Act of i34 aud

REPOT-IQ1 ThE iiOBEO1NNNQ..____
.MM/D1IYV

-- iRUtWCAT0N

RCVAL
M8 Ntunber 3235o13

xpies February 2V 21
Es1mated average burdon

$--tpo

s5ql
17 of the

inder

..
.u

-- ----
--

NAMt OP flItO1EfWEALER vM1it ti- tL4-

ES OF PR1tCIPAL PLACE OF BiJSiNES.S Do not uie P.O Box Ne. RAM LD NOJ
LL.____

p4

Zip Cc1e

NAME MD UPHQN N.UMR OF PERSON TO CONTACT IN IEOARD TO THIS REPORT

Axc Ck-
.L..J

iL ACCOUNTMWF WI1WATION

--...-- V--

cla for ex pWrfrorn-the rqufreml tJai the an nered Ly tiw epinion of an indejwndem public acct.utlan

mur Icdba srwmenz off.retand rumtanc reiidinr as ba1.r for the xempfiw See Sciion 240 7a5frR1

PottL perspfle wo are to. rep4 ro cVeotofl ot

month44ntkI1Onn renotroquredtC reepon
.4.-yonndayctLrenUy-vHd-OMB Offl-nw1e

cvv

10030890
Wa

/L4VV1DVY

DE1N13NT PUBLIC AeCOU4TANT whose onirni conne in thLs-Rporft

I1tII ji ftr.i nx

VV VVV

CLy/ -cztpcud

CHEK UN3
AGurtnt

ED Pubflt Accountani

El Acowit8ut not cidnt th UatØd StÆtes or any fts poSwionL

.FO1FPtIAL IH ____

-SEC



Ma 24 2010 1032AM HP LASERJET FAX P.4

OATH OR AFF1HMATION

wear Offi tia the beet of

niy knowe4e and belcf the accompany rng fnianoaI statcmeit and upporriiig sohedIe pertaining to the firm of

_________
of 2O7 ar true and correct further weor or affirm that

ncither the company nor aiy partner proprietor prini pal ficer or director has any propilelury interest any account

etassified se1eI tistJta of tomer except

__
OF

____
14c Iak

tec4c fl applicable boxes Ceman AP11 12

FcIng Pag
Statement of Prnanc in Condition

Staft..cntofChatges in Finarviat Condition

StatentofCbaiges in Stockholders Equity or Partners or Sole Proprietors Ctptal
of Changes in LiatyUities Subonlinated Claims of Creditors

Cmptrnof Net Capital.

CI Ch Cqnia4ien for Dci Irnition of Reserve Requirements Puratant Rule c3.3

itdbrutatln Heating to the Posse$son or Control Roqutrernenta thider Rule L5c3-

RssonciUaton includrng appropnate ex Lanarnn of the Lc nputairnn ot cet api tttt inder Rn 5c3 and the

computatia for Detertrniaion of the Reseive Rcqmernertts Under Cththd of kule 5c3-

.0 hk Reetnoilhttion between the auited and unnudited Statements of Fiaenci Cndition with respect to meihods of

islidation

An Oath or AThflation

Cm cop fthe SIP Supplemental Report

fl jbgany ial mad uaaietbend to exist or found to have exited since the date ofth.e.previotis audit

mtn nfiderni4I tinen1 ofcczr1ui porGons if shtfling Cf24f1 7i-jfr4J



Ma 24 2010 1033AM HP LASERJET FAX p.5

CRUSADER SECURITIES LLC

FINANCIAL STATEMENTS
AS OF AND FOR TIlE

TWELVE MONTHS ENDED DECEMBER 31 2009



Maj 24 2010 1033AM HP LASERJET FAX p.S

CRUSADER SECURITIES LLC
INDEX TO FINANCIAJ STATEMENTS

Independent Auditors Report

Statement of Financial Condition

Statement of Operations FS
Statement of Members Equity

Statement of Changes in Liabilities Subordinated to the Claims
of General Creditors

Statement of Cash Flows

Note to the Financial Statements

SuppJeinentary Information

Computation of Net Capital under SEC Rule 15c3-1 F-14

Independent Auditor Comments F-16



Ma 24 2010 1033AM HP LASERJET FAX p.7

Peter Messinea

CertWted Public Accountant

1982 Otter Way Palm Harbor FL 34685

peter@cpa-ezxl.com

727.4216268 727.674.0511

INDEPENDENT AUDITORS REPORT

TO THE MEMBERS OF
CRUSADER SECURITIES LLC
63 MAIN STREET SUITE 201

SOUTHAMPTON NY 11968

have audited the accompanying statement of financial condition of Crusader Securities LLC
as of December 31 2009 and the related statements of operations members equity and cash
flows for the year then ended These financial statements are the responsibility of the
Companys management My responsibility is to express an opinion on these financial
statements based on my audit

conducted my audit in accordance with auditing standards generally accepted in the United
States of America Those standards require that plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatementAn 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 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 believe that
my audit provides reasonable basis for my opinion

In my opinion the financial statements referred to above present fairly in all material respects
the financial position of Crusader Securities LLC as of December 31 2009 and the results of
its operations and its cash flows for the year then ended in conformity with accounting
principals generally accepted in the United States of America

The accompanying financial statements have been prepared assuming that the Company will
continue as going concern As discussed in Note to the financial statements the Companywas in violation of the net capital and aggregate indebtedness requirements at December 312009 and is prohibited from conducting its investment banking business The

inability to
conduct investment banking activities raises substantial doubt about its ability to continue as
going concern. Managements plans in regard to these matters are also described in Note
The financial statements do not include any adjustments relating to the recoverability and
classification of asset carrying amounts or the amount and classification of liabilities that might
result should the Company be unable to continue as going concern

F-2
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My audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as whole The information contained in the accompanying Schedules is
presented for purposes of additional analysis and is not required part of the basic financial
statements but is supplementary information required by rule 7a-5 under the Securities
Exchange Act of 1934 Such information has been subjected to the auditing procedures appliedin the audit of the basic financial statements and in my opinion is

fairly stated in all material
respects in relation to the basic financial statements taken as whole

Peter Messineo CPA
Palm Harbor Florida

May 24 2010
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CRUSADER SECURITIES LLC
STATEMENT OF FINANCiAL CONDITION

AS OF DECEMBER 31 2909

Dollars in thousands

ASSETS
Cash and casb equivalents

Receivables from CuStomer

Marketable
equity securities

43
Prepaid expanses

Furniture fixtures and equipment net of accumulated
depreciation of $87

Other assets

Total assets

61

LIABILITiES AND MEMBERS EQUITY

Liabilities

Accounts payable

Accrued
expenses

Total liabilities

Consmftinents and contingencies see Note

Members equity

Total liabilities arid members equity
61

See accompanying noles arc an integral part of these financial statements
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CRUSADER SECURITIES LLC
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2009

Dollars in thousands

Revenue

Consult jn fees

224Loss on sale of securities

Tolal revenues
217

Expenses

General and administrative
expenses

32
Occupancy and related

31
Communication expenses

Depreciation expense
16

Total expenses
88

Operating Income
129

Other income

Nel income _131

See
nccompsnying notes are an integral part of these financial statements
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CRUSADER SECURITIES LLC
STATEMENT OF MEMBERS EQUITY

FOR YEAR ENDED DECEMBER 31 2099

Dollars in thousands

Balaiice beginning of the year 874

Net income for the period 131

Capital contHbute

Distrtbuthns and advance to member charged to members equity 955

Balance December 31 2008 50

See accompanying notes are an inegral part of tbse financial statenients
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CRUSADER SECURITIES LLC
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED

TO THE CLAIMS OF GENERAL CREDITORS
FOR YEkR ENDED DECEMBER 31 2009

Dollars in thousands

See accompanying notes are an integral part of these financial statements
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CRUSADER INVESTMENTS LLC
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 312009
Dollars in thousands

CASH FLOWS FROM OPERATING ACTIVITIES
Netincome

131

Adjustments to reconcile net income to cash provided by operating activities

Depreciation
17

Loss on sale of securities

Changes in assets and liabilities

Increase decrease in

Receivable from customers

Prepaid expenses

Accounts payable and accrued expenses 23
Cash provided by operating activities

127

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from the sale of securities

Cash provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Distributions to members 155

Cash used in financing activities 1_
Net increase in cash and cash equivalents 20
Cash and cash equivalents beginning of period 28

Cash and cash equivalents end of period

Supplemental Cash Flow Data
Interest paid

Income taxes paid

See accompanying notes are an integral part of these financial statements
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CRUSADER SECURITIES LLC
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2009

NOTE NATURE OF BUSINESS

ORGANIZATION AND OPERATIONS Crusader Securities LLC the Company weus is New York State limited liability company licensed to conduct business as limited
broker/dealer in mutual funds limited partnerships and variable annuities We operate pursuant
to exemption ki of Rule 5c3-3 We are member the Financial Industry Regulatory
Authority Inc FINRA and are wholly owned subsidiary of Crusader Financial GroupInc See NOTE

NOTE SIGNIFICANT ACCOUNTING POLICIES

CASHAND CASH EQUIVALENTS For purposes of the statements of cash flows we
consider all highly liquid investments purchased with

original maturities of three months or
less on their acquisition date to be cash equivalents Cash and cash equivalents include cash on
hand and funds held in checking money market and savings accounts

RECEIVABLES FROM CUSTOMERS Receivables from customers Consist of fees due on
consulting and advisory assignments

ALLOWANCE FOR DOUBTFUL ACCOUNTS We evaluate the
collectability of

receivables from customers based on numerous factors including past transaction history with
customers and their creditworthiness This estimate is periodically adjusted when the Companybecomes aware of specific customers

inability to meet their financial obligations e.g
bankruptcy filing or other evidence of liquidity problems

MARICETABLE SECURITIES OWNED AT MARKET VALUE Marketable securities
owned are comprised of the equity securities held in the Companys account for trading The
securities are recorded at market value with unrealized gains and losses reflected in the current
period earnings Market values are based on prices from independent sources such as listed
market prices or broker or dealer price quotations

OFFICE PROPERTY AND EQUIPMENT NET Office property and equipment net are
stated at cost less accumulated depreciation Depreciation is computed using the straight-linemethod over the estimated useful lives of the assets as follows

Computer equipment and software Three to five years
Furniture and fixtures Five to seven years
Automobiles Five years

DERIVATIVES The Company does not purchase sell or utilize off-balance sheet derivative
financial instruments or derivative commodity instruments

F-9
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INCOME TAXES The Company is limited liability company and therefore is not subject
to federal state and city income taxes

REVENUE RECOGNITION The Companys revenues consist primarily of contingency
fees received from clients for capital placement as well as merger and acquisition advisory
engagements The Company also performs other consulting services for its clients under

engagement letters calling for the payment of up-front fees The Company recognizes revenue
from these up-front fees in accordance with ASC 605 Expenses associated with financial

advisory transactions are recorded as non-compensation expenses net of client

reimbursements

ADVERTISiNG The Companys advertising costs are expensed as incurred

USE OF ESTIMATES 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
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 VALISE OF FINANCIAL INSTRUMENTS The Companys financial instruments
other than trading securities consist primarily of cash receivables from customers deposits
notes payable and accounts payable These amounts approximate their fair value due to their
short-term nature

FINANCIAL REPORTING COMPREHENSWI INCOME Generally accepted
accounting principles require an entity to report its change in equity during the period from
transactions and events other than those resulting from investments by and distributions to

owners All items that are recognized as comprehensive income are required to be reported in
financial statement that is displayed with the same prominence as other financial statements
The Company does not have material amounts of comprehensive income other than those

already shown in the Statements of Operations therefore separate statements of
comprehensive income are not included with these financial statements

SUBSEQUENT EVENTS We have evaluated events and transactions that occurred after the
balance sheet date through the issuance date of these financial statements to determine if

financial statement recognition or additional disclosure is required

RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS
In August 2009 the FASB issued Accounting Standards Update ASU No 2009-03 SEC
Update Amendments to Various Topics Containing SEC Staff Accounting Bulletins This
ASU updated cross-references to Codification text The adoption of ASU 2009-03 will not
have material impact on our financial statements

In August 2009 the FASB issued Accounting Standards Update ASU No 2009-05 Fair
Value Measurements and Disclosures Topic 820 Measuring Liabilities at Fair Value This

F-JO
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Accounting Standards Update amends Subtopic 820-10 Fair Value Measurements and
Disclosures Overall to provide guidance on the fair value measurement of liabilities The
adoption of ASU 2009-05 is not expected to have material impact on our financial
statements

In September 2009 the FASB issued Accounting Standards Update ASU No 2009-09
Accounting for Investments-Equity Method and Joint Ventures and Accounting for Equity-Based Payments to Non-Employees This Accounting Standards Update represents correction
to Section 323-10-S99-4 Accounting by an Investor for Stock-Based Compensation Granted to
Employees of an Equity Method Investee Section 323-1 O-S99-4 was originally entered into
the Codification incorrectly The adoption of ASU 2009-09 will not have material impact on
our financial statements

In September 2009 the FAS issued Accounting Standards Update ASU No 2009-12
Fair Value Measurements and Disclosures Topic 820 Investments in Certain Entities that
Calculate Net Asset Value per Share or Its Equivalent This Accounting Standards Update
amends Subtopic 820-10 Fair Value Measurements and Disclosures Overall to provide
guidance on the fair value measurement of investments in certain entities that calculate net
asset value per share or its equivalent The adoption of ASU 2009-12 will not have material
impact on our financial statements

In January 2010 the FASB issued authoritative guidance Accounting Standards UpdateASU No 2010-06 Fair Value Measurements andDisclosures Topic 820 Improving
Disclosures about Fair Value Measurements intended to improve disclosures about fair value
measurements The guidance requires entities to disclose significant transfers in and out of fair
value hierarchy levels and the reasons for the transfers Additionally the guidance clarifies that

reporting entity should provide fair value measurements for each class of assets and liabilities
and disclose the inputs and valuation techniques used for fair value measurements using
significant other observable inputs Level and significant unobservable inputs Level
Currently the Company does not have any assets or liabilities that are subject.to this guidance
As such this guidance did not have an impact on the Companys results of operation or
financial position This guidance is effective for interim and annual periods beginning after
December 15 2009

In February 2010 the FASB issued authoritative guidance on subsequent events The guidance
requires an SEC filer to evaluate subsequent events through the date the financial statements
are issued but no longer requires an SEC filer to disclose the date through which the

subsequent event evaluation occurred The guidance became effective for the Company upon
issuance and had no impact on the Companys results of operations or financial position

NOTE TRANSACTIONS WITH RELATED PARTIES

The Company receives money from and advances money to its to fund the working capital
requirements The advances were charged to members equity at December 31 2009 and were
non-interest bearing with no fixed repayment date

F-I
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NOTE OFFICE PROPERTY AND EQUIPMENT

Office property and equipment as of December 31 2009

Furniture fixtures and leasehold 25

Improvements

Office equipment 64

89
Accumulated depreciation i$

Depreciation expense for the twelve months ended December 31 2009 was $17

NOTE GOING CONCERN

The Company was notified by FINRA that it was not in compliance with the Net Capital RuleSEC Rule 5c3-1 as result of the subsidiary guarantee agreement entered into between the
Company and Laurus Master Fund Ltd Laurus As result of this violation the Company
is prohibited from conducting its investment banking business The inability to conduct
investment banking activities raises substantial doubt about the Companys ability to continue
as going concern The Companys parent intends to continue settlement negotiations with
Laurus hoping to release the Company from the subsidiary guarantee as well as settling the
Companys parents obligations to Laurus There can be no guarantees that the Companys
parent will be successful in terminating the subsidiary guarantee agreement

NOTE CO1VThflTMENTS AND CONTINGENCIES

Stock Pledge Agreement In October 2006 the Company entered into stock pledge
agreement with Laurus Master Fund Ltd Laurus Pursuant to this agreement the

Company pledged its marketable security portfolio as an inducement for Laurus to purchase
certain securities of the Companys parent The agreement calls for the Company to notify
Laurus in the event of sales of its marketable securities and allows for sales of the Companys
marketable securities provided that an event of default as defined in therein has not occurred
During the year ended December 31 2008 the Companys parent was notified of default
under its agreements with Laurus However the Companys parent believes it has defenses
against the purported default As of December 31 2009 no egal action has been undertaken
by Laurus with respect to the agreements executed by the Company or its parents.

Guarantee Agreement The Company is subject to subsidiary guarantee agreement with
Laurus Pursuant to this agreement the Company guaranteed certain obligations of its parent to
Laurug At December 31 2008 the Company is aware of purported defaults under the
agreements between Laurus and the Companys parent Laurus Master Fund is in the process
of

liquidating and has taken no action with respect to the guarantee agreement The Company
believes the probability of Laurus exercising any rights it might have under the agreement to be
remote Therefore no provisions have been made for the impact of Laurus exercising its rights
under the guarantee agreement If Laurus were to exercise its rights under the guarantee
agreement it would have material impact on our financial statements

F- 12
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Accounting For Contingencies The Company accrues for contingencies in accordance with
Accounting Standards Codification ASC450 when it is probable that

liability or loss has
been incurred and the amount can be reasonably estimated Contingencies by their nature relate
to uncertainties that require our exercise ofjudgment both in assessing whether or not
liability or loss has been incurred and estimated the amount of probable loss

Supervisory Regulation The Company is subject to the Securities and Exchange
Commissions Net Capital 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 1000% At December 31 2009 the Company had net capital deficit of of $4371
and was $4376 below its required net capital of $5 Since the Company had net capital
deficiency the aggregate indebtedness to net capital calculation was not meaningful

Litigation The Company is party to routine pending or threatened legal proceedings and
arbitrations Based upon information presently available and in light of legal and other
defenses available to the Company management believes that any liability from any threatened
or pending litigation will not have material impact on the Companys financial statement

F-I
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Schedule
COMPUTATION OF NET CAPITAL UNDER S.E.C RULE 15C3-1

Do1Jars in thousands

NET CAPITAL
Members equity 50
Deductions

Non-allowable assets io

Subsidiary guarantee agreement 4400
Haircuts on securities

ii

Net Capital 4371

AGGREGATE INDEBTEDNESS
Accounts payable and accrued expenses 11

Subsidiary guarantee agreement 4400
Total aggregate indebtedness 4411

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital

Excess/Deficit net capital 4376

Ratio Aggregate indebtedness to net capita NM

RECONCLLATION WITH COMPANYS COMPUTATION
included in Part II of Form X-1 7A-5 as of December 31 2009

Net capital as reported in Companys Part II unaudited
FOCUS report 29

Net audit adjustments 4405
Net capital as above 4376

F- 14
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Peter Messlnea

Certified Public Accountant

1982 Otter Way Palm Harbor FL 34685

peter@cpa-ezxl.com

727.421.6268 727.674.0511

TO THE MEMBERS OF
CRUSADER SECURITIES LLC

In planning and performing my audit of the financial statements of Crusader Securities LLC
the Company for the year ended December 31 2009 considered its internal control
including control activities for safeguarding securities in order to determine my auditing
procedures for the purpose of expressing my opinion on the financial statements and not to

provide assurance on internal control

Also as required by rule 17a-5gl of the Securities and Exchange Commission SEC
have made study of the practices and procedures followed by the Company including tests of
such practices and procedures that considered relevant to the objectives stated in rule 17a-

5g in the following

Making the periodic computations of aggregate indebtedness or aggregate debits
and net capital under Rule 17a-3al and the reserve required by Rule 15c3-3e

Making the quarterly securities examinations counts verifications and

comparisons and the recordation of differences required by Rule 17a-13

Complying with 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 iii the preceding paragraph In fulfilling
this responsibility estimates and judgments by management are required to assess the expected
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 conformity with generally accepted accounting principles Rule 7a-5g lists

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

F-IS
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Because of inherent limitations in internal control and the practices and procedures referred to
above error or fraud may occur and not be detected Also projection 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 oftheir 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 sign /icant deficiency2 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

My consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identif all deficiencies in internal control that

might be material weaknesses did not identify any deficiencies in internal control and control
activities for safeguarding securities that consider to be material weaknesses as defined
above

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 my
study believe that the Companys practices and procedures were adequate at December 31
2009 to meet the SECs objectives

This report is intended solely for the information and use of the members managers the SEC
the FI4RA and other regulatory agencies that rely on rule 7a-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

Peter Messineo CPA
Palm Harbor Florida

May 24 2010
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