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OATH OR AFFIRMATION

» swear (or affirm) that, to the best of

[, Michael S. Guernier

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Shattuck Hammond Partners LLC as

of December 31 , 2006 » are true and correct. 1 further swear (or affirm) that

acither the company nor any partner, proprictor, principal officer or director has any proprietary interest in any account

classified solely as that of 2 customer, excepi as follows:

JINETTE M. WILSON

NUAARY PUBLIC, STATE OF NEW YORK Signatuce
1D No. 1WIB129180 .. Financial Operations Principal &
QUALIFTED IN QUEENS COUNTY Director
MY COMMISSION EXPIRES 08/20/2000 Title

. Notary Public

This report ** contains {check all applicable boxes):
M (a) Facing Page.

H (b) Statement of Financial Condition.

[H (c) Statement of Income {Loss).

[d (d) Statement of Khangex oy kiaamstab-Gomditimax  Cash Flows,

O (c) Satement of Changes in Stockholders’ Equity or Partners” or Sole Proprictors’ Capital.
a (f) Statemcnt of Changes in Liabilitics Subordinated te Claims of Creditors.

& () Computation of Net Capital.

O ) Computation for Determination of Rescrve Requirements Pursuant to Rule $5¢3-3.

O
(B
0
=
]

(1) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
Computation of Net Capital Under Rule 15¢3-1 and the

()} A Reconciliation, including appropriate explznation of the
Comiputation for Determination of the Reserve Requircments Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financiai Condition with respect to methods of
consolidation.
{1} An Oath or Affirmation.
(m} A copy of the SIPC Supplemental Report.
0 @ A repoct 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, sce section 240. {7a-5¢el(3).
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Grant Thornton &

Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors and Members of
Shattuck Hammond Partners LLC

We have audited the accompanying statement of financial conditdon of Shattuck Hammond Partners LLC
(the “Company”) as of December 31, 2006. This statement of financial condition is the responsibility of the
Company’s management. Our responsibility is to express an opinion on this statement of financial
condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America as established by the Auditing Standards Board of the American Institute of Certified Public
Accountants. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes consideration
of internal control over financial reporting as a basis for designing audit procedures that arc appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting ptinciples 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 statement of financial condition referred to above presents fairly, in all matenal respects,
the financial posttion of Shattuck Hammond Partners LLC as of December 31, 2006 in confotmity with
accounting principles generally accepted in the United States of America.

New York, New York
January 26, 2007

60 Broad Street

25th Floor

New York, NY 10004

T 212.422.1000

F 212.422.0144

W www.grantthornton.com

Grant Thornton LLP -2-
US member of Grant Thornton International




Shattuck Hammond Partners LI.C
STATEMENT OF FINANCIAL CONDITION

December 31, 2006
(expressed in United States dollars)

ASSETS
Cash and cash equivalents
Investment banking and advisory fees receivable
Other receivables
Futniture, equipment, and leasehold improvements (net of
accumulated depreciation and amottization of $456,408)
Other assets

Total assets

LIABILITIES AND MEMBERS CAPITAL
Accounts payable

Accrued expenses
Due to members

Commitments

Members’ capital

Total hiabilittes and members’ capital

The accompanying noles are an integral part of this statement.

$5,915,064
1,352,404
31,043

667,617
363,200

$8,329,328

$ 522,463
423343
3,383,522

P ]

4,329,328

4,000,000

$8,529,328



Shattuck Hammond Partners LI1.C
NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31, 2006
(expressed in United States dollars)

NOTE A - GENERAL BUSINESS

Shattuck Hammond Partners L1.C (the “Company”) was formed in 2001 as a limited liability company
under the laws of the state of Delaware. As such, its members’ liability in the Company’s obligations
and debts shall be limited to the amount of their capital contributions. The Company is registered with
the Securities and Exchange Commission (the “SEC”) as a broker-dealer and is a member of the
National Association of Securities Dealers, Inc. (“NASI”) and the Municipal Securities Rulemaking ]
Board (“MSRB”).

The Company engages in the investment banking business by providing financial advisory services to
institutional customers, advising and arranging capital sourcing, mergers and acquisitions, and providing
fairness opinions. Its activities also include the underwriting and placement of municipal securities and
privately placing equity and debt securities on behalf of corporations, partnerships, business trusts and
limited hability companies on a “firm commitment” or “best efforts” basis with clients located
throughout the United States of America.

NOTE B - SUMMARY OF ACCOUNTING POLICIES
1. Cash and Cash Equivalents

Cash and cash equivalents include cash, money market funds and investments in overnight Federal
funds maintained in financial insttudons.

2. Investment Banking and Advitory Fees Receivable

Investment banking and advisory fees reccivable are stated net of any allowance for bad debts. For
the year ended December 31, 2006, no allowance was considered necessary.

3. Investment Banking and Advisory Fees Revenue

Revenue from investment banking and advisory activities is recognized when petformance is
substantially completed. In connection with these activities, the Company receives retainer fees,
generally nonrefundable, for setvices to be provided. Advisory services fees received in advance of
petformance are treated as deferred revenue.

4. Furniture, Equipment, and Izasebold Improvements

Furniture and equipment are depreciated on a straight-line basis using estimated useful lives of three
to scven years. Leasehold improvements are amortized over the lesser of the economic useful life of
the improvement or the term of the lease.

_4.




Shattuck Hamtmond Partners LI.C
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2006
(expressed in United States dollars)

NOTE B (continued)
5. Income Taxes

No provision for Federal and state income taxes has been made since the Company is not a taxable
entity and the members are individually liable for the taxes on their share of the Company’s income

or Joss. The Company is subject to certain state and local taxes, including unincotporated business
taxes.

6. 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 esttmates and assumptions in
determuning the reported amounts of assets and habilities 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.

NOTE C - MEMBERS’ CAPITAL

The Company’s limited Liability agreement calls for the Company’s profits and losses to be allocated in
the manner as stated in the agreement.

NOTE D - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET
RISK AND CONCENTRATIONS OF CREDIT RISK

In the normal course of business, the Company enters into underwrting commitments and other
securities transactions as principal and agent. In the event counterparties are unable to fulfill contractual
obligations, the Company is exposed to off-balance-sheet risk of loss on unsettled securities
transactions.

The Company has established various procedures to manage credit exposure related to its transactions
with off-balance-sheet risk, including credit approval and collateral requirements.

The Company is subject to credit risk at December 31, 2006, as substantially all of the cash and cash
equivalents arc held at or issued by one financial institution, The Bank of New York.

R R A R I



Shattuck Hammond Partaers LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2006
{expressed in United States dollars)

NOTE E - COMMITMENTS

The Company occupies offices in various locations under operating leases expiring through 2012.
Future minimum rental payments required under leases for premises are as follows:

IFiscal year

2007 $ 712,000
2008 716,000
2009 724,000
2010 729,000
2011 189,000
2012 3,000

$3,073,000

Total rental expense for the year was approximately $1,254,000.

NOTE F - RELATED PARTY TRANSACTION

The Company subleases part of its office space, under a verbal agreement, to a related entity in which it
has an ownership interest. Total rental income received from this entity amounted to approximately
$65,000 for the year ended December 31, 2006.

NOTE G - TAXES

During the year, the Company incurred approximately $269,000 of unincorporated business taxes,
which is included in tax expense in the statement of income.

NOTE H - LEGAL CONTINGENCIES

In the ordinary course of business, the Company is subject to routine liigation. Management believes
the cost incurred, if any, relating to pending litigation, will not have a material impact on the financial
statements.




Shattuck Hammond Partners LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2006
(expressed in United States dollars)

NOTE I - NET CAPITAL REQUIREMENT

As a registered broker-dealer under the Securities Exchange Act of 1934 (the “Act”) and member of the
NASD and MSRB, the Company is sub]ect to the SEC’s Uniform Net Capital Rule 15c3-1 of the Act.
‘The Company 15 required to maintain minimum net capital, as defined, of 6-2/3% of aggregate
indebtedness or $100,000, whichever is greater. Net capital and agpregate indebtedness change from day
to day, but as of December 31, 2006, the Company had net capital of $1,490,062, which exceeded
minimum net capital requitements by $1,390,062.
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INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL REQUIRED BY
SEC RULE 17a-5

SHATTUCK HAMMOND PARTNERS LLC
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Grant Thornton &

Accountants and Business Advisors

INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Members of
Shattuck Hammond Parters LLC

In planning and petforming our audit of the financial statements and supplementary information of
Shattuck Hammond Partners LLC (the “Company™) as of and for the year ended December 31, 2006, in
accordance with auditing standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting (“internal control”) as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we do not
exptess an opinion on the effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commussion (the “SEC”), we have
made a study of the practices and procedures followed by the Company, including consideration of control
activities for safeguarding securities. This study included 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 (or aggregate debits) and nct capital under rule 17a-3(2)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customets or perform custodial functions relating to customer secumties, we did not review the
practices and procedures followed by the Company in any of the following:

1. Making quartetly securities examinations, counts, verifications, and comparisons and recordation of
differences required by rule 17a-13

2. 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 tesponsible 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

60 Broad Street

25th Floor

New York, NY 10004

T 212.422.100C

F 212.422.0144

W www.grantthornton.com

Grant Thornton LLP
US member of Grant Thornton International



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 conformity with
generaily accepted accounting prnciples. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

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 of any evaluation of them to future periods is
subject to the nsk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A control defictency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely
basis. A significant defizency 1s a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is mote than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s intemnal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs above 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 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 matenal inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures, as
descnbed in the second paragraph of this report, were adequate at December 31, 2006, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the members of the Company, management,
the SEC, the National Association of Sccuritics Dealers, Inc., and other regulatory agencies that rely on rule
17a-5(g) under the Securnities 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.

Gt Unooctor. LLP

New York, New York
January 26, 2007




