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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY
TEXAS SECURITIES PARTNERS, INC. 46247

FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
16360 PARK 10 PLACE, SUITE 302
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

RODERICK L. OXFORD, PRESIDENT (281) 646-7520
(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

WALLINGFORD, McDONALD, FOX & CO., P.C.

(Name — if indi_vidua{, state last, first, middle name)

24 GREENWAY PLAZA, SUITE 1212 HOUSTON X 77046
(Address) (City) (State) Zip Code)
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XX Certified Public Accountant

OJ Public Accountant ‘ MAR §.5 2002
0 Accountant not resident in United States or any of its possessions. F TH OM SON
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*Claims for exemption from the requirement that the annual report he covered by the opinion of an independent public accountant
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OATH OR AFFIRMATION

1, RODERICK L. OXFORD swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
TEXAS SECURITIES PARTNERS, INC. as of
DECEMBER 31, ¥X2001 | are true and correct. I further swear (or affirm) that neither the company

(1)

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

G (e

PRES¢ DENT

Title

<

Notary Public ‘ BRITTD. DA\/IS

Noiary Pubhc State of Texas

This report** contains (check all applicable boxes):

& (a) Facing page.

& (b) Statement of Financial Condition.

K (c) Statement of Income (Loss).

0  (d) Statement of Changes in Financial Condition.

K (e) Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor s Capital.

K (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

K (g) Computation of Net Capital

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O () Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

B () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation. '

& (1) An Oath or Affirmation.

O (m)A copy of the SIPC Supplemental Report.

O (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
(1) SEE NOTE 4 INCLUDED IN NOTES TO FINANCIAL STATEMENTS.
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AND CONSULTANTS

To the Stockholder of
Texas Securities Partners, Inc.
Houston, Texas

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial condition of Texas Securities Partners, Inc. as of
December 31, 2001 and the related statements of income, changes in stockholder's equity, and cash flows

for the year then ended, that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of

1934. These financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements is free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statement. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Texas Securities Partners, Inc. at December 31, 2001 and the results of its operation and its

cash flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America. | '

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedule I is presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required by rule 17a-5 of
the Securities Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Houston, Texas
January 29, 2002



TEXAS SECURITIES PARTNERS, INC.
STATEMENT OF FINANCIAL CONDITION
December 31, 2001

ASSETS

Cash $ 10,661
TOTAL ASSETS $ 10,661
LIABILITIES $ -
STOCKHOLDER'S EQUITY

Common stock, no par value, 3,000 shares

authorized; 1,000 shares issued and outstanding 10
Additional paid-in capital 9,990
Retained earnings 661

Total liabilities and stockholder's equity § 10,661

The Notes to Financial Statements are an integral part of this statement.



TEXAS SECURITIES PARTNERS, INC.
STATEMENT OF INCOME
For the Year Ended December 31, 2001

REVENUES
Fee income $ 15,000
Interest income , 210
Total Revenue 15,210
EXPENSE
Bank fees 15
NET INCOME : $ 15,195

The Notes to Financial Statements are an integral part of this statement.



TEXAS SECURITIES PARTNERS, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
For the Year Ended December 31, 2001

Common Capital Retained
Stock Surplus Earnings
Balance, December 31, 2000 $ 10 $§ 9,990 $ 50,466
Less distributions to stockholder - - (65,000)
Net income - - 15,195
Balance, December 31, 2001 $ 10 $ 9,990 $ 661

The Notes to Financial Statements are an integral part of this statement.



TEXAS SECURITIES PARTNERS, INC.

STATEMENT OF CASH FLOW
For the Year Ended December 31, 2001

Cash flow from operating activities
Net income

Changes in operating assets and liabilities
- Decrease in due from related party

Net cash provided by operating activities

Financing activities
Distributions

Net cash used in financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

‘Supplemental Cash Flow Information
Income taxes paid

Interest paid

The Notes to Financial Statements are an integral part of this statement.

$

$

15,195

50,000

65,195

(65,000)

(65,000)

195

10,466

10,661



FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER TEXAS SECURITIES PARTNERS, INC. asof 12/31/01

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial Condition . ............. ... .. ... .. . i i 10.661 3480
2. Deduct ownership equity not allowable for Net Capital ......... ... .. . o i i i ( ) 3490
3. Total ownership equity qualified for NetCapital . . ... ... ... .o it e 10,661 3500
4. Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of netcapital . .............. 3520
B.  Other (deductions) or allowable credits (LiS) . ...+ v v oneneene et e e e 10,661 3525
5. Total capital and allowable subordinated liabilities . .. . ...... ... ..o it 3530

6. Deductions and/or charges:

A Total nonallowable assets from Statement of Financial Condition (Notes B and C) $ 3540
B. Secured demand note deficiency . ........ ... .. ool 3590
C. Commodity futures contracts and spot commodities-
Proprietary capital charges .. ....... ... i 3600
D. Other deductions and/orcharges . . ... 3610(( ) 3620
7. Other additions and/or allowable credits (List). ... ... o0ttt e e 3630
8. Net capital before daircuts on securities positions . ... ... .. ... ... i s $ 10,661 3640

9. Haircuts on securities (computed, where applicable,

pursuant to 15¢3-1 (f):

Contractual securities commitments . . ........ ... ..o, $ 3660
Subordinated securities borrowings . . ........ .. ..o i 3670
Trading and investment securities:
1. Exempted secutiries . . ........ ... i i . 3735
2. Debtsecurities . . . ....vutvr et e 3733
3 OPHONS . o oo e 3730
4, Other SeCUtITIES . . .. ..o\ttt 3734
D. Undue Concentration . .. .........cviuutin it 3650
E. Other (List) . ..ottt e e e 3736|( ) 3740
10, Net Capital . . .. ..o e $ 10,661 | 3750

(1) This net capital agrees with the audited net capital as shown on the
statement of financial condition of Texas Securities Partners, Inc. as
of December 31, 2001. No material differences existed between the
audited amount and the above reported amount.




FINANCIAL AND QOPERATIONAL COMBINED UNIFORM SINGLE REPQRT
PART lIA

8ROKER QR DEALER  1pyAs SECURITIES PARTNERS, INC. : asof _12/31/01

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Jart A
11. Miaimum net capital requirad (8-2/3% af line 19} ....... Ceeeeeaeaa ereeere et e eieeeeaeaan. .. 3 -0- ‘ l 3756
12. Minimum dallar net capital requirement of regorting brokee or dealer and minimum net capital reqQuirement
aof subsidiaries camputed in accardanca with Natz {A) ..o iiiveeeinsennnnn. et eeaeseaeatiaee s 3 5,000 ! 3758
13. * Net capital requirement greater of lime 11 ar12) .......... Cettsentennnans e e eeireebt e .S 5,000 : 3760
14, Excsss net capital (line 101lews 13) . .......... et e eetteeaeeaaan R s -5.661 . |3779
1S. Excess net capital at 1000% (line 10 less 10% ol lina 19) ... ivvunneeenrnn.. eteeaereaas e e Is__ . 10,661 3780
COMPUTATION OF AGGREGATE INDESTEDNESS
: : —_— : - !
16. Tatal Al liagilities fram Statement of Financial Canditian....... Ceeneeren P D TS =0- ° [3730
17. Add: . oo ’ ‘ . . — N
A. Drafts foe immediate Gredic. s o vt i iiieernenneasnnnnranernnneanecenn M . ' *33aa
8. Market value of securities Barrawed far which no squivaient s ..
value is paid o¢ credited . ... .... e e et s 3814
C. Othar unrecaorded amoumes(List), ..., ........ e e eeeeees e s i 3820 | s 383¢
(9. Total aggregate indeBiadness L L\ it uuut s enunnnnnsnnasasanaceraaaaanseneessaasattrreniranees ceeeee s -0~ 3840
20. Percentage of aggregate indebtedness 1@ net cagital (line 1920y 1H0€ 18} .t uurrneeceneneanrocnnrnneenennaanans kg . -0- 3asa
21. Percentage of delt ta dedt-equity tatal camputed in aczardance with Rule 1531 {@) e v e nntiiinainananans cv. B _-388a
COMPUTATION OF ALTERMNATE NET CAPITAL REQUIREMENT - N/a& -
Part8
22. 2% of cambhined aggragate debit itams as shawn in Farmula far Reserve Requiremeanc pursuant ta Rule ‘
15¢3-1 prepaced as af the date of the aet capital computation including Buch Beakers af dealers .
and consalidated subsidiaries’ debits. . ............ ceeean i s e o eirraenaiee. S 3870
23. Minimum dallar net gapital requirement af reporting Braker ar dealer 3ad minimum net capical
requirement af subsidiaries computed in accardance with Nate (A] ittt iieiiinesenaenaanneannnns . .ES r@
24, Net capital requirsment (greater af line 22ar 23] LLiiiniinivnerennnns e Pt taear e e s - 3789
29. Excs13 net cagital {liné 10 lass 241 ... ..... Cemeaconns e P e e, L ‘s 91a
28, Nagcapitalin =====.:.1 al: . . ' . : .
‘5% of combined aggregate debit itama ar $120.000 .., .\ eviuininpenenesnns e e s e s 3920
OMIT PENNIES
NQTES:

(Al The minimum net capital requiremen:_shéuld Be camputed By adding the minimum dellar net cagital requirement
al the reparting braker dealer and, lar sach subsidiary ta be consalidatad, the greater alt
1. Minimum doilar net cagital requiremant, or
2, §-2/3% af aggregate indabtedness ar 2% ol'aggreqate dedits if altarnative methad s usad. .
(8} Oa nat deduct the valus al sequrities barrowed under subardinatien agresments or secured demand nate
covered by suBardination agreements not in satisfactory farm and the market values of membershipsin
exchanges contridutad fer use of company (cantra ta item 1740) and partners’ securities which were )
included in nan-allawable Fsets.
{C} Far repacts Mlled pursuant ta paragraph (d) of Rule 17a-5, respendent should pravide a list of material

nan-allawable assets.

1/83



Note 1.

Note 2.

NOTES TO FINANCIAL STATEMENTS

Organization and Significant Accounting Policies

Texas Securities Partners, Inc. (the "Company") was formed on August 5, 1998, as a Delaware
Corporation under the name of HB Securities, Inc. In September 1998, the Company changed
its name to HB Capital Securities, Inc. and in June 1999, the Company changed its name to
Texas Securities Partners, Inc. The Company is a wholly-owned subsidiary of Equity Securities
Partners, LLC.

The Company was established to provide investment banking services for small and mid-sized
private companies. The Company provides two types of investment banking services: transaction
services and advisory services, '

On October 20, 1998, the Company was granted registration by the Securities and Exchange
Commission pursuant to Rule 15(b) of the Securities Exchange Act of 1934. The Company is a
member of the National Association of Securities Dealers.

Significant Accounting Policies

Revenues:

Revenues for financial advisory services are recognized over the term of the related engagement,
while transaction service fees are recognized upon consummation of a transaction.

Statement of Cash Flows:

For purposes of the statement of cash flows, the Company considers highly liquid investments and
short-term investments with a maturity of three months or less as cash and cash equivalents.

Income Taxes:

For federal income tax purposes the Company is disregarded as an entity separate from its 100%
owner, Equity Securities Partners, LLC. Equity Securities Partners, LLC is taxed as a
corporation and pays the federal income taxes relating to the Company's eamnings. Accordingly,
there is no provision in the financial statements for federal income taxes. Additionally, no accrual
has been made in these financial statements for any future amounts that may be advanced to the
LLC for federal income taxes.



Note 2.

Note 3.

Note 4.

Note 5.

Note 6.

Note 7.

NOTES TO FINANCIAL STATEMENTS

Significant Accounting Policies (continued)

Use of Estimates:

The preparation of financial statements in conformuty with generally accepted accounting principles
requires management to make estimates and assumptions that could affect the reported amounts

of assets and liabilities and disclosure of contingent assets and habilities, if any, 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.

Net Capital Requirements

The Company is subject to the net capital rules adopted and administered by the Securities and
Exchange Commission. The rules prohibit a member from engaging in securities transactions if
the ratio of its aggregate indebtedness, as defined, to net capital, as defined, exceeds eight-to-one
during the first twelve months of operations as a broker-dealer, and fifteen-to-one thereafter.
Retained earnings may be restricted as to payment of dividends if this ratio exceeds ten-to-one.
As of December 31, 2001, the net capital was in excess of the minimum required of

$5,000.

Changes in Liabilities Subordinated to Claims of General Creditors

During the year ended December 31, 2001, there were no liabilities subordinated to the claims of
general creditors. Accordingly, a statement of changes in liabilities subordinated to claims of
general creditors has not been included in this financial statement.

Determining Rule 15¢3-3 Reserve Requirement

Texas Securities Partners, Inc. is exempt from determining reserve requirements pursuant to
provisions of paragraph (K)(2)(A) of SEC Rule 15¢3-3.

Possession or Control Requirements Under Rule 15¢3-3

The firm does not hold customer funds or securities. A review of procedures over safeguarding
securities was not necessary.

Related Party Transactions

On February 23, 2001 the Company was assigned a consulting agreement contract that originated
with its parent company, Equity Securities Partners, LLC. During the year ended December 31, 2001,
the Company received $15,000 in revenue as a result of services performed pertaining to this

assigned contract.
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AND CONSULTANTS
INDEPENDENT PUBLIC ACCOUNTANTS' SUPPLEMENTARY
REPORT ON INTERNAL CONTROL STRUCTURE

To the Stockholder of
Texas Securities Partners, Inc.

In planning and performing our audit of the financial statements of Texas Securities Partners, Inc. (the
Company) for the year ended December 31, 2001, we considered its internal control, including control
activities for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in
making the periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of Rule 15¢3-3. Because the Company
does not carry securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in any of the
following:

1. Making quarterly securities examinations, counts, verifications, and comparisons

2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in 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 SEC's 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 management's authorization and recorded properly to permit the
preparation of financial statements in accordance with generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.



Because of inherent limitations in internal control or the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of chahges in conditions or that
the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific
internal control components does not reduce to a relatively low level the risk that error or fraud in
amounts that would be material in relation to the financial statements being audited may occur and not
be detected within a timely period by employees in the normal course of performing their assigned
functions. However, we noted no matters involving internal control, including control activities for
safeguarding securities, that we consider to be material weaknesses as defined above.

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 a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures
were adequate at December 31, 2001, to meet the SEC's objectives.

This report is intended solely for the use of the Board of Directors, management, the SEC and otﬁer

regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and should not be used for any other purpose.

WW 4 oy o sy

Houston, Texas
January 29, 2002



