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! OATH OR AFFIRMATION

| .
. , swear (or affirm) that, to the best of my

I, _ Geoff Hodgson

knowledge and belief the accompa.nymg financial statement and supporting schedules pertaining to the firm of
FIG Partners LLC i ! ,asof
December 31 i 2006 , are true and correct. | funher swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any propr:etary interest in any account

| 1
classified solely as that of a customer, except as follows: |

Sig_nature

'

Preéident
' ' Tl:r.le

Notary.Public . j

This report ** contains (check all ap;ilicablc boxes):
(a) Facing Page.
(b) Statement of Financial Cond.luon
O (c) Statement of Income (Loss}.
[J (d) Statement of Changes in Financial Condition.
(C] (e) Statement of Changes in Stockholders' Equity or Partners® or Sole Proprietors’ Capttal'
CJ ( Statement of Changes in Llabﬂmes Subordinated to Claims of Creditors,
LJ (g) Computation of Net Cap:tal
O @ Computation for Determination of Reserve Reqmremeuts Pursuant to Rule 15¢3-3.
CJ (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
[ () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3
(3 &) A Reconciliation between the audited and unaudited Staternents of Financial Condition, 'with respect to methods of

consolidation. ‘
K] (I) An Oath or Affirmation. '

Oma copy of the SIPC Supplemental Repon
03 (0) A report describing any matenal inadequacies found to exist or found to have existed smce the date of the previous audit.

- e

b

**For conditions of confidential D'eatrnent of certain portions of this filing, see section 240.1 7075 (e)(3).
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I HARSHMAN PHILLIPS & COMPANY, LLC

5 HARSHMAN | | 3050 Armwiler Road, Suits 200

1
il PHILLIPS ' Atianta, GA 30380
' ’ . ' Tel 770.804.0300

| |
3 , . ' . S Fax 770.804.0311
Your Financial Business Matiers.» '

vl !
i) |
. _ |
<+ REPORT OF INDEPENDENT AUDITORS
il j
To the Board of Dir!ec::tors and Members of
FIG Partners, LLC ‘f l

;
!

!

We have audited the accompanying statement of financial condition of FIG Partners, LLC as of
December 31, 2006 that you are filing pursuant to rule 17a-5 under the Secuntles Exchange Act of
1934. This ﬁnancwl statement is the responsibility of the Company s management. Our

responsibility is to express an opinion on this financial statement based on our audit.
|

We conducted our audlt 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 statement of financial COI'Idlt]O]’l is free of material

misstatement. An; audlt includes consideration of intemal control over financial reporting as a
basis for demgmng audlt procedures that are appropriate in the c1rcumstances but not for the
purpose of expressmg an opinion on the effectiveness of the Company s intemal control over
financial reporting.: Accordmgly, we express no such opinion. "An audlt also includes examining,
on a test basis, évidence supporting the amounts and disclosures m.the statement of financial
condition, assessing the accounting principles used and 51gn1ﬁca.nt estimates made by
management, as well as evaluating the overall statement of financial éond;t:on presentation. We
believe that our audit provides a reasonab]e basis for our opinion. !

!
!

In our opinion, the statement of ﬁnanmal condition referred to above presents fairly, in all rnaterlal
respects, the ﬁnancml position of FIG Partners, LLC as of December 31 2006 in conformity with

accounting pnnmp]es generally accepted in the United States of Amenca
I

\&LALW\\»\\\ ‘$Co LLC_, ‘ ;

February 8 2007,

i
i
|
|
!
|
}

f
|
|
|
I
|




t
'

FIG PARTNERS, LLC ]

STATEMENT OF FINANCIAL CONDITION
!
December 31, 2006 i

ASSETS

Cash and cash e(;ui\{lalcnts
Securities owned, not yet sold
Other receivables i | _ |
Due from emplqyec;s

Securities availabie for sale ;
Prepaid expenses . | :
Property and equipment, net
Deposits "
- I

i
1
E
Total Assets , ’
i

LIABILITIES AND MEMBERS' EOUIT;Y
!
|

|
|

Accounts payable and accrued expenses
.Payable to clearing|organization
Securities sold, not yet purchased

|

[

. o
Long-term subordinated notes payable

: i l

‘Members' Equity, | |

Total Liabilities and Members' Equity
.

B - |

. _ |

| |

|
i
| !
| {

i
i
i
!
1
i
‘ The(zc"‘c'
-: |
i |
i

i

.

!

1,320,769
1,754,246
525,047
22,074
88,626
44,385
156,681
13,683

3,925,511

1,089,586

04,084
2,852

1,186,522

225,000

2,513,989

3,925,511

ompanying notes are an integral part of this ﬁnar{cia[ statement.

HARSHMAN PHILLIPS & COMPANY, LLC



FIG PARTNERS, LLC

'
4

NOTES TO STATEMENT OF FINANCIAL CONDITION

Orgamzatlon and descrlptlon of business

FIG Partners; LLC (the “Company”), is a broker-dealer reglstered with the Securities and
Exchange Commission (SEC) and a member of the National Association of Securities
Dealers (NASD) The Company provides independent research on financial institutions,
active market-making, principal and agency transactions and investment banking to
institutional investors, high net worth individuals, and companies in the financial services
industry. The;Company is based in Atlanta, Georgia and mtroduces customers on a fully-
disclosed ba315 to its primary clearing agent, First Clearing LLC.,

o

Summary of s'igniﬁcggt accounting policies

i

a  Basis of accounting

The accompanying statement of financial condition of the Company has been prepared
on the accrual basis of accounting and accordingly reﬂects all significant receivables,
payables and other assets and liabilities.

b.  Securities transactions i

Customers’ securities transactions are reported on a seftlement date basis. Related
commission revenues and clearing fees are recorded on a trade date basis. Proprietary
securities transactions are recorded on a trade date, as if they had settled.

. ¢ o

Markctable securities owned and securities sold, not yet purchased are recorded at fair
valve: Realized and unrealized gains and losses are reflected in net trading profits.

e 8 ecm"iﬁes available for sale

Avaxlable for sale securities consist of certain equity secuntles and warrants not
classified as trading securities or as securities held- to-rnatunty Securities available for
sale are carried at fair value with unrealized gains and losses reported in other
comprehensive income. Securities not readily marketable are valued at fair value as
detérmined by the Company’s management. Realized gains and losses on securities
avallable for sale are included in other income (expense) and, when applicable, are
reported as a reclassification adjustment in other comprehensive income. Gains and
losses on the sale of available for sale securities are determmed using the specific
1dent1ﬁcat10n method.

ll'lARSHMAN"PHILLIPS & COMPANY, LLC
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. FIG PARTNERS, LLC

j
|
I\IOTES TO STATEMENT OF FINANCIAL CONDITION
i .
I

Summary oﬂgniﬁcant _accounting policies (continued)

d

h

In vestment banking

Investment bankmg revenues include fees, net of syndlcate expenses, arising from
securities offerings in which the Company acts as an underwritér or agent. Investment .
banking fees are recorded at the time the transaction is completed and the related
income is reasonably determinable. Investment banking revenues also include fees
eamed from providing merger and acquisition and financial research and advisory

services. |
o

Depreciation and amortization

; .
Furmture and fixtures are deprecxated on a straight-line basis over a seven-year life.
Equlpment is depreciated on a straight-line basis over a three-year life. Leasehold
improvements are amortized over the original term of the lease. Improvements that
extend the life of an asset are capitalized while repairs and maintenance are charged to
expense as incurred. :

Income tlaxes
o ‘ .
The C(:)rhpany is a Georgia Limited Liability Company (“LLC") and is taxed as a
partnershxp for income tax purposes. Accordingly, no provision for income taxés has
been recorded in the accompanying statement of financial condition as the tax effects
of the Company s activities are the responsibility of its members.
I

.Cash and cash equivalents

| .
The Company considers all cash and money market investments with maturities of

three months or less to be cash equivalents. The Company is required to maintain a

* minimnum $100,000 collateral account with First Clearing LLC its primary clearing

agent. !
|

Use of estimates
The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that

affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

" HaRSHMAN PHILLIPS & COMPANY, LLC




3 Equiry-based compensation

. FIG PARTNERS, LLC
'NOTES TO STATEMENT OF FINANCIAL CONDITION
i

Summary of sngn_f icant accounting policies (continued}

L Accounts receivables and bad debts

Management believes that all accounts receivable are fully collectible; accordingly,
no allowance for doubtful accounts is required. ~ If amounts become uncollectible,
they wﬂlﬁbe charged to operations when that determination is made. ‘

The Company accounts for membership unit purchase agreements. in accordance
with Accountmg Principles Board (“APB”) Opinion No. 25, Accounting for Stock
Issued’ to Employees and, accordingly, recognizes compensation expense only if the
fair value of the underlying membership unit exceeds the exercise price on the date
of gram During 2006, the Company adopted Financial Accounting Standards Board
(“FASB_”) No. 123R Accounting for Stock-Based Compensation, as amended, in
accounting for stock-based compensation.

"

Securities owned and securities sold. not vet purchased
! .

Marketable securitics owned and securities sold, not yet purchésed, are recorded at fair value
and consist of the following at December 31, 2006:

' ~ Securities Securities sold
N Owned not yet purchased
,l
Equity securities $1.754,246 § 2852

The Company has sold securities that it does not currently own and will, therefore, be
obligated to purchase such securities at a future date. The Company has recorded a liability
of $2,852 at December 31, 2006 which represents the market value of the securities at such
date. The Company is subject to loss if the market price of those securities increases.

. ~ . HARSHMAN PHILLIPS & COMPANY, LLC




FIG PARTNERS, LLC

NOTES TO STATEMENT OF FINANCIAL CONDITION

4.  Securities available for sale

b

Marketable .aﬁd non-marketable securities classified as-available for sale consist of the
following at December 31, 2006:

r

) Gross
Cost Unrealized Gains Fair Value
Available for Sale: _ - ' ‘
Equity securities § 88,626 3 - § 88626

5.  Property and equipment

‘ Propeﬁy and equipment as of December 31, 2006 consists of the following classifications:

Equipment and software _ ' § 211,214
Leasehold improvements ) 11,482
Furniture and fixtures 55,153

' 277,849
Less accumulated depreciation and amortization 121.168
Net property and equipment $_ 156,681

6. Subordinatéd long-term borrowings and warrants

Long-term borrowings consist of $225,000 of subordinated notes payable to cestain of the
Company’s members and employees. The notes bear an annual interest rate of 9%, which is
paid on a bjannual basis, and are subordinate to all of the Company's contractual claims
from other parties. The notes are due in full March 1, 2007.

In connection with certain of the notes payable, the Company granted each note holder
warrants to purchase 300 of the Company’s membership units for each $1,000 in principal
amount of debt in which the note holder invested at an exercise price of $1 per unit. During
2006, the 35 remaining warrants outstanding were exercised for 10,500 membership units
totaling $10,500 in contributed members’ equity. '

HARSHMAN PHILLIPS & COMPANY, LLC




FIG PARTNERS, LLC

NOTES TO STATEMENT OF FINANCIAL CONDITION

t

* Net cagital requirements

r

As a registered broker dealer, the Company is subject to the Securitics and Exchange
Commission Uniform Net Capital Rule 15¢3-1. The Rule requires that the Company
maintain minimum net capital of 6-2/3% of aggregate indebtedness, $100,000, or $2,500 for
each security which it participates in a market-making broker-dealer, whichever is greatest.
At December 31, 2006, the Company has net capital of $1,910,261 which exceeds its
requirement of $502,500 by $1,407,761.

Operating, leascs

The Company has entered into non-cancelable operating lease agreements for office space
and certain equipment that expire at various dates through the year 2009. Minimum future
payments fequired under the terms of the leases for each of the next five years in the
aggregate as of December 31 are as follows:

ear | __Amount _
2007 C§ 124,969
2008 , 116,173
2009 : 6.000
Total $ 247142

| Related Earﬁ transactions

The Company from time to time specifically allocates to certain members profits and
distributions at the direction of its. Board in accordance with the Company’s Operating

Agreement.

The Company pays guaranteed payments to certairi members who are involved in the day-

to-day operations of the Company. Guaranteed payments to these members for 2006

included $784,039 which was accrued and payable at December 31, 2006. Interest payable

to certain members and employees of the Company in connection with the subordinated
notes payable totaled $6,750 at December 31, 2006.

HARSHMAN PHILLIPS & COMPANY, LLC
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FIG PARTNERS, LL.C -

NOTES TO STATEMENT OF FINANCIAL CONDITION

" Concentrations of credit risk

The Company maintains cash balances at banks and other financial institutions. Accounts at

banks and institutions are insured by the Federal Deposit Insurance Corporation (FDIC) up -

to $100,000. The amount on deposit with these institutions at December 31, 2006 is in
excess of the FDIC limit by $1,220,769.

The Cornpcm'y is engaged in various trading and brokerage activities in which counterparties -
primarily include broker-dealers, banks, and other financial institutions.  In the event °

counterpartles do not fulfill their obligations, the Company may be exposed to risk. The risk
of default depends on the creditworthiness of the counterparty or issuer of the instrument. It
is the Company’s policy to review, as necessary, the credit standing of each counterparty.

Operating agreement and membership units

The membership units of the Company derive their rights and restrictions from the
Company’s Operating Agreement (“Agreement”). In accordance with the Agreement,
distributions to members of distributable cash, as defined, will be authorized from time to
time by the Company’s Managing Member in proportion to each member’s units.
Notwithstinding the foregoing, all distributable cash from banking operations, as defined,
shall be distributed to certain members at an agreed upon amount. o

In the case of liquidation of the Company’s assets outside of the ordinary course of business,
the Agreement calls for net proceeds to be distributed first in proportion to, and to the extent

‘of, each member’s net invested capital, as defined, as of the date of distribution and

thereafter m proportion to each member’s units.

The Agreement provides for restrictions of the transfer of member’s units without the prior
written consent of at least a majority of the issued and outstanding units. In addition, the
Agreement contains a provision for the right of first refusal by the Company and its
remaining members. Upon death or disability of a member, the Agreement calls for the sale
of the units back to the Company at 1.5 times the book value of the applicable units. In the
case of términation of a member, the Company shall purchase the units from the
member at the original purchase price paid for the units plus or minus any increase or
decrease in the book value of such units since the date of purchase, if termination occurs at
any time during the first five (5) years of employment, or at the fair market value of the units

at any time thereafter. The Company may, at its option and notice, at any time redeem all or

any portior} of the units held by any member for the fair market value of the applicable units.

HARSHMAN PHILLIPS & COMPANY, LLC
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FIG PARTNERS, LLC

NOTES TO STATEMENT OF FINANCIAL CONDITION

Equity-based compensation and membership unit option plan

The Company’s Unit Option Plan-Amended 2005 provides for the granting of non-qualified
immediately vested options to purchase up to 75,500 of the Company’s membership units in
order to provide incentives to certain employees and members. The plan allows.participants
to purchase membership units of the Company at prices set by the Board of Directors.
Unexercised options expire ten years after the grant date unless otherwise specified by the

Board of Directors.

Unit option balances as of December 31, 2006 is shown below.

Unit options

Outstanding at December 31, 2006

Exercisable at December 31, 2006

!

Weighted

Number average
of shares _ exercise price

— 74,000 RS N0

74000 & 100

The following table summarizes the range of exercise prices, weighted average exercise
prices, and weighted average remaining contractual lives for options outstanding and
exercisable as of December 31, 2006: .

Qutstanding Exercisable
, Weighted )
Weighted average _ Weighted
average remaining _ average
Exercise - Number exercise contractual Number exercise
prices ' of shares price life - _of shares price
$1.00 74,000 $1.00 6.5 74,000 $1.00
i
0.

HARSHMAN PHILLIPS & COMPANY, LLC
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14.

| FIG PARTNERS, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION

i

Equity-based compensation and membership unit option plan (continued)

During 2003, the Company issued 200,000 membership units to two members at a purchase
price less than fair value. Compensation expense of $100,000 related to the issuance of
these units is being amortized over the period that ends when all risks of forfeiture have
passed. Unamortized compensation expense was $30,000 as of December 31, 2006.

Under FASB'123R, the fair value of the Company’s employee unit options was estimated at
the date of \grant using a minimum value options pricing model with the following
assumptions: risk free interest rate of 4.0% for 2003 and 5.0% for 2004, a dividend yield of
0%, and an expected life of the option of 10 years. '

The weighted average grant-date fair. value of the options granted in 2003 was $.32 per
share. The weighted average grant date fair value of the options granted in 2004 was $.12
per share. The provisions of FASB 123R are immaterial to the Company’s membership unit
option Plan and accompanying statement of financial condition. '

Defined Cqﬂtribution Plan -

The Company has a contributory defined contribution plan covering all eligible
cmployecs: qualifying under Section 401(k) of the Internal Revenue Code. Under the
provisions of the plan, participating employees may elect to contribute’specific amounts

of their salaries to a trust for investment. The Company can elect to contribute specified,

amounts to the plan as determined by the Board of Directors. Participants’ interests in the
Company contributions vest immediately.

Subseguen( Event

In January 2007, the Company entered into an operating agreement with an investor to
borrow $250,000 in the form of a subordinated note in connection with the formation of a
new Company division known as ERC providing investment banking, trading, and research
services to the energy development, management and services sector. A principal of the
investor is also.a manager of the division. The loan is non-interest bearing, non-recourse to
the Company except to the extent of ERC division assets, as defined, and is payable at
maturity in January 2009. The operating agreement requires an agreed upon percentage
monthly distribution of ERC’s net revenue, as defined, to the investor.

HARSHMAN PHILLIPS & COMP-ANY, tLe -
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100 Quentin Roosevelt Boulevard, Suite 516 » Garden City, New York 11530

(516) 2229111 ,

: FAX TRANSMITTAL SHEET
Date: 1 March_ 5. 2007

- Subject ; Empirical Research Partners, LLC
5 CRD 123520
: ' March 2007 net capital w1thdrawal
To: Pat McGeorge - . :
cc. - Miéhae] Goldstein

Number: 212 858 5122

From: Marc H. Stoltz
!

Comments: !

Pat, pursuant to f{ulc 240.15¢3-1 (e)(1)(i) notice is hereby provided that Empirical
Research Partners, LLC (“ERP”) will be making a capital withdrawal approximating
$16 million on or about March 8, 2007. The distribution will be made to ER.P S
Managing Member Mr. Michael Goldstein. : ‘

ERP’s estirnated: net capital prior to the withdrawal is $18mllion and after the
withdrawal net capital is expected to exceed $3 million. '

i

ERP will be in :,ompllancc with the SEC net capltal rules both prior to and after the

withdrawal.
S

Number of pages (including transmittal) (1)

SEC - New York . 212336 1325
SEC - Wash I 202 772 9273
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Condata Financial avestment Advisors

Condata Group, Inc. 150 Broadway e Suite 1710 » New York « NY 10038 Tel, 212-233-1460 Fax 212-233-1466

Via Facsmile (202-772-9273)
i

March 5, 2007 : :
SEC " 't ' !
Division of Market Rogulanon : .

Washington, DC ‘

Re; Notice of Net Capital Deficiency (SEC Rule 15¢3-1) | ?
Re: Notice of SEC Rl_ﬂe 17a-11 Deficiencics . .

To Whom It May Concern:

On Friday, March 2, 2007, we were told by our auditors, Maurice Berkower, of Acquavella, Chiarelli,
Shuster, Berkower & Co. LLP that they had come to a final decision on the accounts receivable pasted
on December 15, '2006 in the amount of $7,618.00.

Thxs figure should be revers.ed since the sal¢ was made in 2006 but was not a recelvable until Januvary 17,
2007

1

When the $7,618.00 is reversed, it caused our net capital to fall below the required level and a violation of
Rule J7a-1 l(b) occirred on December 15, 2006,

Corrective Action

We have revised our policy on when and how sales can be recognized as current account reecivable for net
capttal purposes (se2 notes of January 2007 and revised notes of March $, 2007). i

The company will immediately apply this new policy thus eliminating the possibility of any fliiture need for
reversals when audited. .

Had we not posted ﬂm accounts receivable in Deccmber 2006, the owners would have deposited $3,000
cash to assure adE:quatE: net capital level. We will therefore deposit $3,000 on March 15, 2007 and amend
the minutes to reflect this. ;

{

Sinc_erely,(,.' :

" Lance Zimmerman
Financial and Operations Principal

Member/NASD

28 3ovd T dNOS Y19ANDD ggpiceecle 8pise, L0BZ/59/E8




Amended March 5, 2007

Notes To The File |
Accounting Department ’ . .

RE: ACCOUNTS RECEIVABLE

'
1

The Company generates receivables from two sources, {1) Fees paid on Assets Under
Management and (2) Commission paid us on sales of Mutual funds and Annuities.

Fee Based (Chari es'Schwab Accounts)
These accounts which have signed Assets Management Agreements with Condata will be billed

by the 10® day of the month following each quarter end (April, July, October, Fanuary). Once
Charles Schwab has been notified (electronic or special mail) to debit clients account the amount

bitled will become a receivable.
|

1
1
1

Commission Based

Cash With Application (“*CWA™

All Mutual Funds and Variable Annuities sold by Condata Group require written ‘“‘Selling !
-Agreement” with the mutual fund or anmity (life msura.nce) company, These agrecments

‘state the cormmss;lon rate for each product offered.

When we sell a product and submit an application, the mutual fund/annuity company will '
notify us that the account has been opened. Condata will then place that account on its books,
apply the appropna.te commission for that product, and then recognize this amount as an account
receivable, The fime frame from account opening to Condata receipt of cash range from 20 days
- 40 days depend.mg on the company. No bills will be sent to the mutual fund or annuity
_company since piymenis are automatic.

i .

1035 Exchange / Transfers / Rollovers i
" When a client has a 1035 Exchange or qualified transfer or Rollover we will not recognize this as '

‘an account receivable when the account is opened. For these accounts, an additional step will be
‘added to the “CWA” procedure.

Condata Fmancml wﬂl contact the Mutual Fund or Variable Annuity Company {Vendor) to find

out the gxacr date it actually received the funds. For net capital purposes this is the date'we will
use to recogruze the event as a current account receivable.

!
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Notes To The File

 Accounting Department

RE: ACCOUNTS RECEIVABLE
] .

b : ot i
'

The Company generates receivables from two sources, (1) Fees paid on Assets Under |
Management and (2) Commission paid us on sales of Mutual funds and Annuities.

Fees Based (Cha.rles Schwab Accounts)

These accounts which have signed Assets Management Agreements with Condata will be .
billed by the 10™ day of the month following each quarter end (April, July, October, : I
January). Once Charles Schwab has been notified (electronic or special mail) to debit |
clients account the amount billed will become a receivable, ; :

| ! I
Commission Based
All Mutual Funds and Variable Annuities sold by Condata Group require written
“Selling Agreement” with the mutual fund or annuity (life insurance) company. These
agreements state the commission rate for each product offered.

When we sell a product and submit an application, the mutual fund/annuity company will |

notify us that the account has been opened. Condata will then place that account on its

books, apply the appropriate commission for that product, and then recognize this amount

as an‘account receivable. The time frame from account opening to Condata receipt of ‘

cash range from 20 days — 40 days depending on the company. No bills will be sent to ‘ ;I
the mutual fund or annuity company since payments are automatic. ,

'
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