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OATH OR AFFIRMATION

Patrick Gallagher , swear (or affirm) that, to the best of
y knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
BDR Research, LLC . as
{  December 31 , 2006 , are true and correct. | further swear (or affirm) that

either the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

lassified solely as that of a customer, except as follows:

e
Reg. #0T1WHB038652
Greene County : Signature

HV commission Explm
January 50, 20_/_/

Managing Member
Title

Notary Public JL507

This report ** contains (check-4ll applicable boxes):

K] (a) Facing Page.

K] (b) Statement of Financial Condition.

El (c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

Bl (e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors® Capital.

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

k1 (g) Computation of Net Capital.

{J (h) Computation for Determination of Reserve Requirements Pursuani to Rule 13¢3-3.

BEl (i) Information Reiating to the Possession or Control Requirements Under Rule 15¢3-3.

O () 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 15¢3-3.

0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

k]l (1) An Oathor Affirmation.

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

O (n) A reportdescribing any material inadequacies found 10 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). I7a-3(e)(3).
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INDEPENDENT AUDITORS' REPORT

|
To the Member o T
BDR Research, LLC ‘ !

-

We have audited the accompanymg statement of financial condition of BDR Research, LLC (a limited
lability company) (the "Company") as of Deceinbes 31, 2006, and the Itelated statements of operations
' ‘and changes in membert's equity, and cash flows. for the year ended, tha:t you are filing pursuant to Rule
. 17a-5 under the Securities Exchange Act of 1934. These financial staternents are the responsibility of
the Company's management. Our responsibility is to express an oplruon on these financial statements
based on our andit. ‘ ||

We conducted our audit in accordance with auditing standards genera]lly accepted in the United States
of America. Those standards require that we plan and perform the aud1t to obtain reasonable assurance
about whether the financial statements are free of materal mlsstatement An audit includes
. consideration of internal control over financial repomng as 2 basis for| de51gnmg audit procedures that
. -are approptiate in.the circumstances, but not for the purpose of expressmg 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 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. |
I

In our opm.ton the financial statements referred to above present fan'ly, in all matenal respects, the
financial position of BDR Research, LLC as of December 31, 2006, and the results of its operations
and its cash flows for the year ended December 31, 20006, in conforrmty with accounting ptinciples
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 the supplementary schedule on page 8 is presented for
purposes of additional analysis and is not a required part of the basm financial statements, but is
supplementary information required by Rule 17a-5 under the Secuntles Exchange Act of 1934, Such
information has been sub]ected to the audltmg procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated.in. all material respects, in relaton to the basic financial
statements taken as a whole.

|
i
|
|
|

et AN AA

New York, New York |
March 26, 2007 L

|
529 FIFTH AVENUE, NEW YORK, NY 10017 » (212) 697-1000 » FAX (212) 697-1004
e-mall; Info@citrincooperman.com




BDR RESEARCH, L1LC
(A Limited Liability Company)
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006
ASSETS
Cash 3 23759
Prepaid expenses 723
Accounts receivable 3.000
TOTAL ASSETS ) 27482
LIABILITIES AND MEMBER'S EQUITY

Liabilities: I

Accounts payable g 7,000
Member's equity 20,482
TOTAL LIABILITIES AND MEMBER'S EQUITY ‘ $ 27.482

1

See accompanying notes to financial statements.
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BDR RESEARCH, LLC
(A Limited Liability Company) |
STATEMENT OF OPERATIONS AND CHANGES IN MEMBER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2006

Income: !
Research income | b3 20,000
Consultng income 3.000
Total income ! 23,000
Operating expenses:
Research expenses ! 35,000
Insurance ! 384
Registration fees 2,184
Bank charges 10
Professional fees 7,000
Rent 3.500
Total operating expenses : 48,078
Net loss i (25,078)
Member's equity - beginning '! -
Member's capital contributions | 45,560
MEMBER'S EQUITY - ENDING : * $ 20,482

Lo See accompanying notes to financial statements.




BDR RESEARCH, LLC
(A Limited Liability Company)
STATEMENT OF CASH FLOWS'
FOR THE YEAR ENDED DECEMBER 31, 2006

Cash flows from operanng activities: ‘
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses
Accounts payable

Net cash used in operating activities

Cash provided by financing activides:
Membet's capital contributions

Net increase in cash
Cash - beginning
CASH - ENDING

See accompanying notes to financial statements.
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$ (25,078)

(3,000)
(723)

7,000

(21,801)

45560

23,759

$ 23,759

L ——




NOTE 1.

|
BDR RESEARCH, LLC \
(A Limited Liability Company) |
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 ‘

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

'
1

Qrganization

BDR Research, LLC (the "Company™) (a limited liabiliq!; company) is a broker-dealer
registered with the Securities and Exchange CommissionE ("SEC") and is a member of
the National Association of Securities Dealers ("NASD") The Company was formed
on September 19, 2005, under the state laws of New York and was approved by the

' NASD on May 31, 2006. The Company is a wholly ou{ned subsidiary of Back Bowl

Holdings, LLC (the "Parent"). The Company is a limited-purpose broker-dealer that
purchases research wntten by an affiliated enuty for' distribution to institutional
investors as third-party affiliate research. ‘

As a limited lability company, the Company's mvf:mbf:riI is not liable for the debts,
obligadons, or habilities of the Company, whether arising in contract, tort, or otherwise,
unless the member has signed a specific guarantee. T

. |
Use of estimates

The preparation of financial statements in conformity, with accounting principles

generally accepted in the United States of America requires' the Company's management
to make estimates and assumptions that affect the reported amounts of assets and
liabilites and disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenue and e;lcpenses during the reporting
period. Actual results could differ from those estimates.

Revenue recognition

|
Revenue earned from the distribution of third-party a ffiliate research is recorded as
tevenue when earned. |

Accounts receivable 1
|

Trade accounts receivable are stated at the amount the Conllpany expects to collect. The
Company maintains allowances for doubtful accounts for estimated losses resulting
from the inability of its customers to make required paymt&nts Management considers
the following factors when determining the collecubility of specific customer accounts:
customer credit-worthiness, past transaction history with the customer, current
economic industry trends, and changes in customer payrlnent terms. If the financial
conditions of the Company’s customers were to detenorate adversely affecting their
ability to make payments, additonal allowances would be required. Based on
management’s assessment, the Company provides for esnr{lated uncollectible amounts
through a charge to earnings and a credit to a valuation allowance. Balances that remain
outstanding after the Company has made reasonable collection efforts are written off
through a charge to the valuaton allowance and a credit to a}ccounts receivable.

|
!




NOTE 1.

NOTE 2.

NOTE 3.

BDR RESEARCH, LLC
(A Limited Liability Company)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

1

Income taxes

The Company is a single-member limited liability company that is treated as a
disregarded entity for federal and state income tax purposes to the extent permitted by
law. Therefore, the Company makes no provision for Federal income taxes. The
Company files income tax returns on a consolidated Basis with its Parent (an limited
liability company). The City of New Yotk does not recognize limited liability
companies; therefore, a provision (benefit) has been made for the Company's share of
the consolidated provision (benefit) for the City of New York unincorporated business
tax, if applicable. |

NET CAPITAL REQUIREMENTS

The Company 1s subject to the Secuntes and Exchange Commission Uniform Net
Capital Rule (SEC Rule 15c¢3-1), 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 8 to 1 for the 12 months after commencing business and 15 to
1 thereafter. As of December 31, 2006, the Companyiwas in compliance with these
requirements. At December 31, 2006, the Company thad regulatory net capital of
$16,759, which exceeded the Companys minimum net capital requirement of $5,000.

The Company's ratio of aggregate indebtedness to net capital was 0.42 to 1 as of
December 31, 2006.

REILATED-PARTY TRANSACTIONS

The Company and other entites affiliated with the Company share personnel and other
administratve expenses. Substantally all of these are borne by the affiliated entues.
The Company leases office space from an affiliated entity for $500 per month. The
term of the lease 1s 12 months and expires on May 31, 2006. The total amount paid for
rent in 2006 was $3,500. The Company also purchases independent research and
analysis from an affillated entity for $5,000 per month. The total paid in 2006 for
research was $35 000.




SUPPLEMENTARY INFORMATION
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BDR RESEARCH, LLC
(A Limited Liability Company)
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

Net capital: 1

Member's equity 1 $ 20,482
Deductions:
Non-allowable assets: !
Prepaid expenses (723)
Accounts receivable (3.000)
Total non-allowable assets (3,723
NET CAPITAL \ ) 16,759
Aggregate indebtedness:
Accounts payable $ 7,000
Computation of basic net capital requirement:
Minimum net capital requirement of 12.5% of aggregate indebtedness $ 875
Minimum net capital required $ 5,000
Excess net capital ) 11,759
Excess net capital at 1000% g 16,059
Ratio: aggregate indebtedness to net capital 04201

Reconciliation with the Company's computation (included in Part II of Form X-17a-5
as of December 31, 2006:

Net capital as teported in the Company's Part II (unaudited) FOCUS report $ 16,759
Net effect of audit adjustments (a) -
NET CAPITAL, AS ADJUSTED $ 16,759

(a) No material differences existed between the above computation and the Company's computation
included in it's unaudited December 31, 2006, FOCUS report. |

See independent auditors' report.
8




Citrin Cooperman & Compchy, LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL REQUIRED BY
SEC RULE 17A-5 ~

To the Member
BDR Research, 1.1.C i

In planning and performing our audit of the financial statements and :supplemental schedule of BDR
Research, 1.LC (a limited hability company) (the "Company") for the year ended December 31, 2006,
we considered the Company’s internal control over financial reporting as a basis for desxgmng audit
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 over financial
reporting. Accordingly, we express no such opinion.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commuission (“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 perodic
computations of aggregate indebtedness (or aggregate debits) and net ﬁ:apltal under Rule 17a-3(a)(11),
and for determining compliance with the exemptive provisions of Rulei 15¢3-3. Because the Company
does not carry securities accounts for customers or perform custodial|functons relating to customer
securiies, we did not review the practices and procedures followed by the Company in any of the

following: |
. . . ‘. - r | 0 - -
1. Making quarterly securities €xaminations, counts, verfications, comparisons,

and recordation of differences required by Rule 17a-13.

-

2. Complying with the reqtﬁterﬁents for prompt'payment for securnties under
Section 8 of Regulation T of the Board of Governors of the Federal Reserve
System. ‘

3. Obtaining and mamtammg physical possession or control of all fully paid and

excess margin securities of customex as required by Rule 15¢3-3.

The Company's management is responsible for estabhshmg and mamt:lunmg 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 equcted benefits and related costs
of controls and of the pracuces and procedures referred to in the preceding paragraph, and to assess
whether those practices and procedures can be expected to ach.leve the SEC's above-mentioned
objectves. 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 ate recorded propetly to permit the
preparation of financial statements in conformity-with generally accepth accountng principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

529 FIFTH AVENUE, NEW YORK. NY 100179 (212) 697-1000 + FAX (2}2) 697-1004
e-mali: Info@citrincooperman.com
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itrin Cooperman & Company, LLP

1
Because of inherent hmitations 1n 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 changes in conditions or that
the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their a551gned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency 1s a control‘ deficiency, or combinaton of
control deficiencies, that adversely affects the enuty's ability to mmate authorize, record, process, or
report financial data reliably in accordance with generally accepted a;countmg prnciples, 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 internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resuits in
mote than a remote hkelihood that a material misstatement of the financial statements will not be
prevented or detected by the Company's internal control.

Our consideration of internal control was for the purposes descnbed in this report and would not
necessanly disclose all matters in internal control that might be 51gmﬁcant deficiencies or materal
weaknesses. However, we noted no matters involving internal control imcludmg control activities for
-safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objec::t:ives 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 our study, we believe that the Company's practices and procedures
were adequate at December 31, 2006, to meet the SEC's objectives.

This report is intended solely for the information and use of the board of managers, management, the
SEC, the National Association of Secunties Dealers, Inc., and other regulatory agencies that rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulatlon of registered brokers and
dealers and is not intended to be and should not be used by anyone other than these specified parties.

New York, New York i
March 26, 2007




