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OATH OR AFFIRMATION

I, WILLIAM MORENO , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
JESUP & LAMONT SECURITIES CORP, , @8

of DECEMBER 31 ,20 07 , are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

]
s

W

Signature
oy SO
otary Public, State of New York PRESIDENT
No. 01CR5084272 Titl
Qualified in New York County o

Commission Expires September 2, .k"_oj

Notary Public

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

Bl (a) Facing Page.

& (b) Statement of Financial Condition.

T (¢) Statement of Income {Loss).

L (d) Statement of Changes in Financial Condition.

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

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

¢ . {g) Computation of Net Capital.

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

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

L2 () 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.

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

(I} An Qath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

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

aor’ O

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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MlllerEIIIn { company LLP

750 Lexington Avenue
New York, NY 10022-1200

2127509100  phone
212750 2727 fax
mec@millerellincom  e-mail

Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

To the Stockholder
Jesup & Lamont Securities Corporation
New York, New York

We have audited the accompanying statement of financial condition of Jesup & Lamont Securities
Corporation (a wholly-owned subsidiary of Jesup & Lamont, Inc., formerly Empire Financial Holding
Company) as of December 31, 2007, for filing pursuant to rule 17a-5 under the Securities Exchange Act
of 1934. These financial statements are the responsibility of the Company’s management. Qur
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit 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 financial statements are free of material misstatement. 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 belicve 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 Jesup & Lamont Securities Corporation at December 31, 2007, in conformity with
accounting principles generally accepted in the United States of America.

Dl hon (o any, L

CERTIFIED PUBLIC ACCOUN

New York, New York

February 28, 2008, except for the portion
of Note 11 which deals with the financing
of the parent company debt which is as of
March 19, 2008



JESUP & LAMONT SECURITIES CORPORATION

(A WHOLLY OWNED SUBSIDIARY OF JESUP & LAMONT, INC.

FORMERLY EMPIRE FINANCIAL HOLDING COMPANY)
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2007

ASSETS

Cash and cash equivalents

Marketable securities owned, at market value
Commissions receivable from clearing organization
Other receivables

Securities not readily marketable, at estimated fair value
Furniture and equipment, net

Prepaid expenses and other assets

Due from Parent

Due from former Parent

Due from employees

Notes receivable

Intangible assets, net

$455,405
7,285
1,291,483
547,672
276,372
206,126
550,976
67,060
68,044
65,725
273,833
4,304,328

Total assets

$8,114,309

LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities:

Accounts payable, accrued expenses and other liabilities
Securities sold, but not yet purchased, at market value
Deferred rent payable

$920,816
71,305
19,985

Total liabilities

1,012,106

Commitments and Contingencies
Stockholder's equity:

Common stock, no par value, 12,342 shares
authorized, issued and outstanding

Additional paid-in capital

Retained earnings (deficit)

6,000
11,216,454

(4,120,251)

Total stockholder's equity

7,102,203

Total liabilities and stockholder's equity

$8,114,309

The accompanying notes are an integral part of these financial siatements

[9%]



JESUP & LAMONT SECURITIES CORPORATION
(A WHOLLY OWNED SUBSIDIARY OF JESUP & LAMONT, INC.
FORMERLY EMPIRE FINANCIAL HOLDING COMPANY)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

1. Organization and Nature of Business

Jesup & Lamont Securities Corporation (the “Company™) is a broker dealer registered with the
Securities and Exchange Commission (SEC). It is a wholly-owned subsidiary of Jesup & Lamont,
Inc. formerly Empire Financial Holding Company (the “Parent™). Effective January 2, 2008, the
Parent changed its name to Jesup & Lamont, Inc. The Company is a member of the Financial
Industry Regulatory Authority ("FINRA”). The Company engages in various businesses of a broker
dealer including principal and agency trading, investment banking and underwriting activities. The
Company clears its securities transactions on a fully disclosed basis with other broker dealers and,
accordingly, is exempt from the provisions of SEC Rule 15¢3-3, and is not responsible for
compliance with Section 4(c) of Regulation T of the Federal Reserve System. There were no
liabilities subordinated to the claims of creditors during the year ended December 31, 2007.

2. Significant Accounting Policies

Cash and cash equivalents — The Company considers all unrestricted deposits and highly liquid
investments, readily convertible to known amounts, with an original maturity of three months or less,
to be cash equivalents.

Securities owned and securities sold, not yet purchased — Securities owned and securities sold, not
yet purchased, which are readily marketable, are recorded at market value with unrealized gains and
losses reflected in income. Securities which are not readily marketable are recorded at estimated fair

value as determined by management.

Furniture and equipment — Furniture and equipment are recorded at cost. Repair and maintenance
costs are charged to operations as incurred. When assets are retired or disposed of, the cost and
accumulated depreciation are removed from the accounts, and any gains or losses are included in
operations. Depreciation of furniture and equipment is provided utilizing the straight line method
over the estimated useful lives of the related assets.

Securities transactions — Securities transactions and the related revenues and commissions are
recorded on a trade date basis.

Advertising — Advertising costs are expensed as incurred.




JESUP & LAMONT SECURITIES CORPORATION
(A WHOLLY OWNED SUBSIDIARY OF JESUP & LAMONT, INC.
FORMERLY EMPIRE FINANCIAL HOLDING COMPANY)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

Income taxes — The Company is included in the federal income tax return filed by the Parent.
Federal and state income taxes are allocated as if the Company filed on a separate return basis.

The Company accounts for income taxes according to Statement of Financial Accounting Standard
No. 109, “Accounting for Income Taxes”, which requires an asset and liability approach to financial
accounting and reporting for income taxes. Deferred income tax assets and liabilities are computed
annually for differences between the financial statement and tax basis of assets and liabilities that
will result in taxable or deductible amounts in the future, based on enacted tax laws and rates
applicable to the periods in which the differences are expected to affect taxable income. A valuation
allowance is recognized if, based on the weight of available evidence, it is more likely than not that
some or all of the deferred asset will not be realized.

Income tax expense is the tax payable or refundable for the pericd, plus or minus the change during
the period in deferred tax assets and liabilities.

Management estimates and assumptions - 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. Significant estimates include the
valuation of securities and the valuation allowance applicable to deferred tax assets. Actual results

can differ from those estimates.

Fair value of financial instruments — The financial instruments of the Company are reported in the
accompanying statement of financial condition at their carrying values, which approximate their fair
values due to their short-term nature.

Intangible assets — Intangible assets consist of customer lists and trademark. The customer lists are
being amortized on a straight line basis over their expected economic lives. The trademark is not
amortized but instead will be annually evaluated for impairment. If it is determined that the
trademark is impaired it will be written down to its estimated fair value.

The Parent used the purchase method of accounting to record the acquisition of the Company during
2006. During 2007 the Parent adjusted its final purchase accounting and accordingly, the Company
adjusted the fair value of its customer list to $1,157,266, and its trademark to $3,282,077, resulting in
a decrease to additional paid-in capital of $694,956.

- The customer list is being amortized straight line over 10 years. The trademark is not being
amortized.

3. Notes Receivable

The Company has made advances to certain registered representatives in its Boston office.
The resulting notes receivable balance at December 31, 2007 was $273,833 related to these

advances.



JESUP & LAMONT SECURITIES CORPORATION
(A WHOLLY OWNED SUBSIDIARY OF JESUP & LAMONT, INC.
FORMERLY EMPIRE FINANCIAL HOLDING COMPANY)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

4, Furniture and Equipment

Components of furniture and equipment include the following:

Leasehold improvements $ 259,308
Computer equipment 363,030
Furniture and fixtures 237,649
Other equipment 27.978
Total cost § 887,965
Less accumulated depreciation and amortization (681.839)
£ 206,126

Depreciation and amortization amounted to $139,322 for the year ended December 31, 2007.

5. Due From Officers

During 2007, the Company transferred notes receivable from its Chairman and President totaling
$629,523, to its Parent. These notes receivable were issued prior to the Company’s acquisition by its
Parent and were included in the assets purchased in the acquisition.

6. Intangible Assets

A summary of the intangible assets at December 31, 2007, is as follows:

Trademarks $3,282,077
Customer lists 1,157.266
Total cost $4,439,343
Less accumulated amortization (135.015)

$4,304,328

7. Clearing Agreement

The Company’s clearing agreement with First Clearing Corp. extends through 2010. If the Company
terminates the agreement early it will be subject to certain termination fees.



JESUP & LAMONT SECURITIES CORPORATION
(A WHOLLY OWNED SUBSIDIARY OF JESUP & LAMONT, INC.
FORMERLY EMPIRE FINANCIAL HOLDING COMPANY)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

8. Income Taxes

There was no income tax expense for the year ended December 31, 2007. At December 31, 2007, the
Company had deferred tax assets of approximately $100,000, which are primarily due to temporary
differences such as the tax effect of net operating loss carryforwards. Such amount has been fully
reserved based on the likelihood of realization. At December 31, 2007, the Company’s share of the
federal net operating loss carryforwards was approximately $250,000, which expires in 2023.

9, Net Capital Requirements

As a registered broker dealer, the Company is subject to SEC Uniform Net Capital Rule 15¢3-1. The
Company’s net capital, as defined, is required to be the greater of $100,000 or the minimum net
capital based on aggregate indebtedness. As of December 31, 2007, the Company’s ratio of aggregate
indebtedness to net capital was 1.26 to 1 and its net capital was $745,509 which was $645,509 in

excess of the minimum net capital requirement.

The Company claims exemption from the provisions of the SEC’s Rule 15¢3-3 pursuant to paragraph
(k) (2) (ii) as it clears its customer transactions through its correspondent broker on a fully disclosed

basis.

10. Transactions With Parent Companies

Before the sale to Empire Financial Holding Company in November 2006, the Company’s previous
parent was a non-operating holding company. A balance of $68,044 remains due from the

Company’s previous parent at December 31, 2007.

During 2007, Empire Financial Holding Company made cash contributions to capital of $850,000
which were recorded as additional paid-in capital. In addition, the Parent advanced the Company
approximately $634,000. The Company repaid the advances by transferring the loans from its
officers to the Parent in the amount of $629,523.



JESUP & LAMONT SECURITIES CORPORATION
(A WHOLLY OWNED SUBSIDIARY OF JESUP & LAMONT, INC.
FORMERLY EMPIRE FINANCIAL HOLDING COMPANY)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2607

11. Commitments and Contingencies

Operating Leases

As of December 31, 2007, the Company is obligated under several non-cancelable operating lease
agreements for office space, expiring at various dates through June 30, 2009. Deferred rent includes
$19,985 representing the difference between rent payable calculated over the lease terms on a
straight-line basis and rent payable on a cash basis. For the year ended December 31, 2007, rent
expense was reduced by $54,108 for amortization of these amounts. Rent expense for all leases for
the year ended December 31, 2007 totaled $1,353,953. The Company is also obligated under several
non-cancelable operating lease agreements for office equipment expiring at various dates through
March 2010. The leases provide for minimum lease payments as follows:

Year ending
December 31,

2008 5 850,365
2009 331,936
2010 390

$1,182,691

Collateral for Parent Company Loan

On January 31, 2007, the Company’s Parent obtained a $2 million credit line from Fifth Third Bank.
As part of that credit line agreement, the Parent pledged 100% of the Company’s stock as collateral.
At December 31, 2007 the Parent had drawn $1,999,450 of the line. The line expired on February 1,
2008. The credit line was subject to two debt covenants. The first covenant required the Parent’s
broker-dealer subsidiaries to maintain combined net capital as defined under Net Capital Rule (Rule
15¢3-1) under the Securities Exchange Act of 1934 in an amount at [east equal to the amount drawn
under the credit line. The second covenant required the Parent to maintain tangible net worth of at
least $6 million. The Company was in violation of both covenants at December 31, 2007, and had not
obtained a waiver. Although it had not given any indication it intended to do so, Fifth Third Bank
could have called the line of credit at anytime.



JESUP & LAMONT SECURITIES CORPORATION
(A WHOLLY OWNED SUBSIDIARY OF JESUP & LAMONT, INC.
FORMERLY EMPIRE FINANCIAL HOLDING COMPANY)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

On March 19, 2008, effective as of January 29, 2008, Fifth Third Bank converted the credit line to a
note payable. Under the new note payable, 100% of the Company’s stock is still pledged as
collateral. The note carries certain restrictions and requires pre-approval from Fifth Third Bank for
certain events, including but not limited to, divesture of business assets. The note carries interest at
the Bank's Prime Rate plus 4% (10% at March 19, 2008). The note calls for monthly interest
payments and repayments of principal as follows:

Date Amount
March 31, 2008 $ 100,000
May 1, 2008 $ 250,000
August 1, 2008 $ 250,000
November 3, 2008 $ 250,000
January 29, 2009 $ 1,150,000

Legal Matters

A customer of a retail broker has brought an arbitration claim against the Company for sales practice’
violations, negligence and breach of fiduciary duty. The amount of the ctaimed compensatory
damages is approximately $660,000. Based on the analysis of the Company's legal counsel, the
insurance coverage for this claim is sufficient to cover any likely exposure, resulting in no loss to the

Company.

A former employee has filed a claim in the amount of $1 million against the Company alleging
wrongful termination and breach of contract. The Company believes that the claim is totally without

merit and it will be vigorously defended.

A former Branch Manager has brought an arbitration proceeding claiming that he is due unpaid
compensation of an unspecified amount. The Company disputes these allegations and is defending

against the claim.

A customer of a retail broker has brought an arbitration claim against the Company approximating
$100,000 for selling a security without approval. The Company denies any obligation related to this
claim and is vigorously defending the claim.

12. Financial Instruments with Off-Balance-Sheet Risk and Concentration of Credit Risk

The Company’s transactions are cleared by another broker dealer in securities pursuant to a clearance
agreement. Although the Company clears its transactions through another broker dealer in securities,
the Company is exposed to off-balance-sheet risk in the event that customers or other parties fail to
satisfy their obligations. Should a customer fail to deliver cash or securities as agreed, the Company
may be required to purchase or sell securities at unfavorable market prices.




JESUP & LAMONT SECURITIES CORPORATION
(A WHOLLY OWNED SUBSIDIARY OF JESUP & LAMONT, INC.
FORMERLY EMPIRE FINANCIAL HOLDING COMPANY)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

The Company maintains its cash on bank deposit accounts which, at times may exceed federal
insured limits. At December 31, 2007, substantially all of the securities owned and the amounts due
from brokers reflected in the statement of financial condition are positions held at and amounts due
from one clearing broker, a large financial institution. The Company is subject to credit risk should
this broker be unable to fulfill its obligations.

END
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