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OATH OR AFFIRMATION

1, Vicki D.E. Barone , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Bathgate Capital Partners LLC , as

of December 31 , 2008 , are true and correct. [ further swear (or affirm) that

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

1/——

i Signature

Chief Financial Officer
Title

U Notary Public

This report ** contains (check all applicable boxes):
[x](a) Facing Page.
[X)(b) Statement of Financial Condition.
[x}{c) Statement of Income (Loss).
{x}(d} Statement of Changes in Financial Condition.
fi(e) Statement of Changes in Stockholders' Equity of Partners' or Sole Proprietors’ Capital.
() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[xl(g) Computation of Net Capital (including reconciliation of X-17A-5 Part Il filing with this Rule 17a-5(d} report, if applicable).

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

[J{i} Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

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

[J(x) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

[%](1} An Oath or Affirmation.

[J(m) A copy of the SIPC Supplementat Report.

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

[x)(0) Independant Auditors' Report on Internal Accounting Control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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INDEPENDENT AUDITORS' REPORT TELEPHONE: {303) 753-1959

FAX: {303) 753-0338

www.spicerjeffries.com

The Member of
Bathgate Capital Partners LLC

We have audited the accompanying statement of financial condition of Bathgate Capital Partners LLC
(the “Company”) as of December 31, 2008, and the related statements of operations, changes in
member's equity and cash flows for the year then ended. 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 audits 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 includes consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’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 audits 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 Bathgate Capital Partners LLC as of December 31, 2008, and the results of its
operations 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 made for the purpose of forming an opinion on the financial statements taken as a whole.
The information contained in the supplementat schedule listed in the accompanying index is presented
for purposes of additional analysis and is not required for a fair presentation of the financial statements,
but is supplementary information required by Rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the auditing procedures applied in our audit of the financial
statements and, in our opinion, is fairly stated in all material respects in relation to the financial
statements taken as a whole.

As described in Note 4, the Company is party to a significant arbitration case. Because of the inherent
uncertainty of the arbitration, the outcome could have a material impact on the financial statements.

Greenwood Village, Colorado
February 17, 2009
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BATHGATE CAPITAL PARTNERS LLC

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

ASSETS

Cash and cash equivalents
Due from broker
Receivables:
Commissions
Other
Securities owned, at fair value (Note 5)
Office equipment and leasehold improvements, at cost,
net of accumulated depreciation and amortization of $278,630
Other assets
Long-term investments, at fair value (Note 5)

Total assets

- LIABILITIES AND MEMBER'S EQUITY

LIABILITIES:
Accounts payable and accrued expenses

COMMITMENTS AND CONTINGENCIES (Note 3 and 4)

' MEMBER'S EQUITY (Note 2)

The accompanying notes are an integral part of this statement.

$ 191,274
12,633

75,582
35,986
39,238

15,587
27,657
43,124

$ 441,081

$ 105,167

335,914

$ 441,081




BATHGATE CAPITAL PARTNERS LLC

STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2008

REVENUES:
Commussions $ 4,715,686
Trading loss, net (46,376)
Investment banking and other 904,916
Total revenues 5,574,226
EXPENSES:
Salaries, commissions and benefits 4,190,419
General and administrative 587,706
Clearing charges 380,934
Professional fees 170,087
Management fees (Note 3) 306,000
Occupancy costs 345,495
Travel and entertainment 65,076
Communications “ 46,501
Marketing 4,079
Total expenses : 6,096,297
NET LOSS $ (522,071)

The accompanying notes are an integral part of this statement.




BATHGATE CAPITAL PARTNERS LLC

STATEMENT OF CHANGES MEMBER’S EQUITY

YEAR ENDED DECEMBER 31, 2008

BALANCE, December 31, 2007 $ 798,985
Contributions 84,000
Distributions (25,000)
Net loss (522,071)

BALANCE, December 31, 2008 $ 335,914

The accompanying notes are an integral part of this statement.




BATHGATE CAPITAL PARTNERS LLC

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss h) (522,071)
Adjustments to reconcile net loss to net cash used in
operating activities:

Depreciation and amortization 34,468
Decrease in due from clearing broker 2,826
Decrease in commissions receivable 204,663
Decrease in other receivables 103,822
Decrease in securities owned _ 320,547
Decrease in accounts payable and accrued expenses (204,914)
Decrease In securities sold, not yet purchased (22,184)
Net cash used in operating activities (82,843)

CASH FLOWS FROM INVESTING ACTIVITIES:

Increase in other assets and long-term investments (50,522)
Purchase of equipment {4,541)
Net cash used in investing activities (55,063)

CASH FLOWS FROM FINANCING ACTIVITIES:

Contributions 84,000
Distributions (25,000)
Net cash provided by financing activities 59,000
NET DECREASE IN CASH AND CASH EQUIVALENTS (78,906)
CASH AND CASH EQUIVALENTS, beginning of year 270,180
CASH AND CASH EQUIVALENTS, end of year s 191,274

The accompanying notes are an integral part of this statement.



BATHGATE CAPITAL PARTNERS LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 1- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Business

Bathgate Capital Partners LLC (the "Company") was incorporated in 1995 and is a securities broker-
dealer registered with the Securities and Exchange Commission and is a member of the Financial
Industry Regulatory Agency, Inc. The Company is a wholly-owned subsidiary of Bathgate Partners,
LLC ("Parent").

The Company, under Rule 15¢3-3(k)(2)(i1), 1s exempt from the reserve and possession or control
requirements of Rule 15¢3-3 of the Securities and Exchange Commission. The Company does not carry
or clear customer accounts. Accordingly, all customer transactions are executed and cleared on behalf of
the Company by its clearing broker on a fully disclosed basis. The Company's agreement with its
clearing broker provides that as clearing broker, that firm will make and keep such records of the
transactions effected and cleared in the customer accounts as are customarily made and kept by a
clearing broker pursuant to the requirements of Rules 17a-3 and 17a-4 of the Securities and Exchange
Act of 1934, as amended (the “Act”). It also performs all services customarily incident thereon,
mcluding the preparation and distribution of customer's confirmations and statements and maintenance
margin requirements under the Act and the rules of the Self Regulatory Organizations of which the
Company is a member.

Revenue Recognition

The Company records proprietary transactions, commission revenue and related expenses on a
settlement date basis. Transactions recorded on a trade date basis would not be materially different. In
connection with the Company’s investment banking activities, underwriting deposits and expense
advances received by the Company, along with any related expenses, are deferred and recognized when
its services are completed. Consulting fees are recognized when earned in accordance with applicable
consulting agreement.

Fair Value of Financial Instruments

The Company's financial instruments, including cash, deposits with and due from clearing broker,
receivables, other assets, accounts payable and accrued expenses are carried at amounts that
approximate fair value due to the short-term nature of the instruments.

Securities Inventory and Long-term Investments

The Company adopted the provisions of SFAS No. 157, “Fair Value Measurements™ (SFAS No. 157),
effective January 1, 2008. Under SFAS No. 157, fair value is defined as the price that would be received
to sell an asset or paid to transfer a hability (i.e., the “exit price) in an orderly transaction between
market participants at the measurement date.



BATHGATE CAPITAL PARTNERS LLC

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE I - BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Securities Inventory and Long-term Investments {continued)

In determining fair value, the Company uses various valuation approaches. SFAS No. 157 establishes a
fair value hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs
and minimizes the use of unobservable inputs by requiring that the most observable inputs be used when
available. Observable inputs are those that market participants would use in pricing the asset or liability
based on market data obtained from sources independent of the Company. Unobservable mnputs reflect
the Company’s assumption about the inputs market participants would use in pricing the asset or
liability developed based on the best information available in the circumstances. The fair value hierarchy
is categorized into three levels based on the inputs as follows:

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or
liabilities that the Company has the ability to access. Valuation adjustments and blockage
discounts are not applied to Level 1 securities. Since valuations are based on quoted prices that
are readily and regularly available in an active market, valuation of these securities does not
entail a significant degree of judgment.

Level 2 - Valuations based on quoted prices in markets that are not active or for which all
significant inputs are observable, either directly or indirectly.

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair
value measurement.

The availability of valuation techniques and observable inputs can vary from security to security and is
affected by a wide variety of factors, including the type of security, whether the security is new and not
yet established in the marketplace, and other characteristics particular to the transaction. To the extent
that valuation 15 based on models or inputs that are less observable or unobservable in the market, the
determination of fair value requires more judgment. Those estimated values do not necessarily represent
the amounts that may be ultimately realized due to the occurrence of future circumstances that cannot be
reasonably determined. Because of the inherent uncertainty of valuation, those estimated values may be
materially higher or lower than the values that would have been used had a ready market for the
securities existed. Accordingly, the degree of judgment exercised by the Company in determining fair
value is greatest for securities categorized in Level 3. In certain cases, the inputs used to measure fair
value may fall into different levels of the fair value hierarchy. In such cases, for disclosure purposes, the
level in the fair value hierarchy within which the fair value measurement falls in its entirety is
determined by the lowest level input that is significant to the fair value measurement.

Fair value is a market-based measure considered from the perspective of a market participant rather than
an entity-specific measure. Therefore, even when market assumptions are not readily available, the
Company’s own assumptions are set to reflect those that market participants would use in pricing the
asset or liability at the measurement date.
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BATHGATE CAPITAL PARTNERS LLC

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 1 - BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(concluded)

Securities Inventory and Long-term_Investments (concluded)

The Company uses prices and inputs that are current as of the measurement date, including during
periods of market dislocation. In periods of market dislocation, the observability of prices and inputs
may be reduced for many securities. This condition could cause a security to be reclassified to a lower
level within the fair value hierarchy.

The Company values its securities and securities sold, not yet purchased that are freely tradable and are
histed on a national securities exchange or reported on the NASDAQ national market at their last sales
price as of the last business day of the year. Changes in fair value are reflected in the Company’s
statement of operations.

The Company’s long-term investments consists of investments in private companies consisting of direct
equity investments. The transaction price, including transaction costs, is typically the Company’s best
estimate of fair value at inception. When evidence supports a change to the carrying value from the
transaction price, adjustments are made to reflect expected exit vaiues. Ongoing reviews by the
Company’s management are based on an assessment of each underlying investment, incorporating
valuations that consider evaluation of financing and sale transactions with third parties as well as
comparable transactions. These nonpublic securities are considered to be Level 3 of the fair value
hierarchy.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid instruments
purchased with an original maturity of three months or less to be cash equivalents.

Income Taxes

The Company is a single member LLC and is a disregarded entity for federal and state income tax
purposes. Accordingly, no provision for income taxes has been provided for in the accompanying
financial statements. The Company’s Parent is also an LLC and therefore, all income and expense is

reported by the members of the Parent.

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 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.
Actual results could differ from those estimates.

10
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BATHGATE CAPITAL PARTNERS LLC

NOTES TO FINANCIAL STATEMENTS

(Continued)

NOTE 2 - NE T CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-1 of the Secunties Exchange Act of 1934, the
Company is required to maintain a minimum net capital, as defined under such provisions. At
December 31, 2008, the Company had net capita! and net capital requirements of $199,566 and $7,011,
respectively. The Company's net capital ratio (aggregate indebtedness to net capital) was 0.53 to 1.
According to Rule 15¢3-1, the Company's net capital ratio shall not exceed 15 to 1.

NOTE 3- COMMITMENTS AND RELATED PARTY TRANSACTIONS
The Company leases office space and equipment from unrelated parties under non-cancelable operating

leases expiring through 2010. Future minimum rental commitments under these leases are
approximately as follows:

Year Amount

2009 $ 211,066

2010 102,330
$ 313,396

Total rental expense, including the leases referred to above, was $311,027 for the year ended December
31, 2008.

The Company has an agreement with its Parent, whereby the Company pays them a management fee.
During the year ended December 31, 2008, the Company paid $306,000 in management fees.

NOTE 4- FINANCIAL INSTRUMENTS, OFF-BALANCE SHEET RISKS AND
CONTINGENCIES

In the normal course of business, the Company's customers' activities ("customers") through its clearing
broker involve the execution, settlement, and financing of various customer securities transactions.
These activities may expose the Company to off-balance sheet risk. In the event the customer fails to
satisfy its obligations, the Company may be required to purchase or sell financial instruments at
prevailing market prices in order to fulfill the customer's obligations. In the Company's trading
activities, the Company has purchased securities for its own account and may incur losses if the fair
value of these securities decline subsequent to December 31, 2008.

11
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BATHGATE CAPITAL PARTNERS LLC

NOTES TO FINANCIAL STATEMENTS

(Continued)

NOTE 4 - FINANCIAL INSTRUMENTS, OFF-BALANCE SHEET RISKS AND
CONTINGENCIES (concluded)

The Company is engaged in various trading and brokerage activities in which counterparties primarily
include broker-dealers, banks and other financial institutions. In the event counterparties 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 with which it conducts business.

The Company is a defendant in a FINRA arbitration case alleging securities losses and damages in the
amount of $27,536,950. In addition, the Company is involved in other disputes arising n the normal
course of business, some of which are in the preliminary or early stages. In certain of these matters,
large amounts are sought.

Managment, after review and discussion with legal counsel, believes the Company has meritorious
defenses and intends to vigorously defend itself in these various matters, but it is not feasible to predict

the final outcomes at the present time.

The Company bears the risk of financial failure by its clearing broker. If the clearing broker should
cease doing business, the amounts due from this clearing broker could be subject to forfeiture.

The Company does not have deposits in banks in excess of the FDIC insured amount of $250,000 at
December 31, 2008.

12
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BATHGATE CAPITAL PARTNERS LLC

NOTES TO FINANCIAL STATEMENTS

(Continued)

NOTE 5- FAIR VALUE MEASUREMENTS

The following table presents information about the Company’s assets.measured at fair value as of
Pecember 31, 2008

Quoted Prices in Significant Significant
Active Markets Other Observable Unobservable
for Identical Assets Inputs Inputs Balance as of
{Level 1) (Level 2) (Level 3)  December 31, 2008
. Assets
Securities owned, at
fair value b 39,238 § - $ - $ 39,238
Long-term
investments, at fair
value - - 43,124 43,124
Total Assets b 39,238 §$ - § 43,124 § 82,362

The following table presents additional information about the Company’s Level 3 assets measured at fair
value. Both observable and unobservable inputs may be used to determine the fair value of positions
that the Company has classified within the Level 3 catergory. As a result, the unrealized gains and
losses for assets and habilities within the Level 3 category may include changes in fair value that were
attributable to both observable (e.g., changes in market interest rates) and unobservable (e.g., changes in
unobservable long-dated volatilites) inputs.

Changes in Level 3 assets measured at fair value for the year ended December 31, 2008 are as follows:

Change in
Unrealized
Realized and Gain (Loss)
Purchases Unrealized Net On Long-term
Balance as of and Gains and Transfers Balance as of Investments
December 31, 2007 Sales, net (Losses) In (Out) December 31, 2008 Still Held
Assets
Long-term
investments, at fair
value s - 3 32,2571 § - 3 10,867 § 43,124  §
13
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BATHGATE CAPITAL PARTNERS LLC

COMPUTATION OF NET CAPITAL PURSUANT TO
UNIFORM NET CAPITAL RULE 15¢3-1

DECEMBER 31, 2008
CREDIT:
Member's equity $ 335,914
DEBITS:
Nonallowable assets:
Commussions and other receivables : 44,094
Nonmarketable securities 43,124
Office equipment and leasehold improvements, net 15,587
Other assets 27,657
Total debits 130,462
NET CAPITAL BEFORE HAIRCUTS 205,452
Haircuts on securities positions 5,886
NET CAPITAL 199,566

Minimum requirements of 6-2/3% of aggregate indebtedness of
$105,167 or $5,000, whichever is greater 7,011

Excess net capital S 192,555

AGGREGATE INDEBTEDNESS:
Accounts payable and accrued expenses $ 105,167

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.53 to 1

NOTE: There are no material differences between the above computation of net capital and the
corresponding computation as submitted by the Company with the unaudited Form X-
17A-5 as of December 31, 2008. '

See Independent Auditors’ Report. 14
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FAX: (303) 753-0338

www.spicerjeffries.com

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

The Member of
Bathgate Capital Partners LLC

In planning and performing our audit of the financial statements and supplementary information of
Bathgate Capital Partners (the “Company™) as of and for the year ended December 31, 2008, in
accordance with auditing standards generally accepted in the United States of America, we considered
the Company’s internal control over financial reporting 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
express an opinion on the effectiveness of the Company’s intermal 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 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 and net capital under Rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of Rule 15¢3-3. We did not review the practices and procedures followed by the
Company in making the quarterly securities examinations, counts, verifications and comparisons, and
the recordation of differences required by Rule 17a-13 or 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, because the Company does not carry security accounts for customers or
perform custodial functions relating to customer securities.

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
internal control structure policies and procedures 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 conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.
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Seicer Jereries LLP

Because of inherent limitations in intermal control and the practices and procedures referred to above,
errors 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. This report recognizes that it is not
practicable in an organization the size of the Company to achieve all the divisions of duties and cross-
checks generally included in a system of internal accounting control and that alternatively greater
reliance must be placed on surveillance by management.

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 assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is 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 more 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 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 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. However,
although the Company generates financial statements on a timely basis in accordance with generally
accepted accounting principles, it does not include footnotes to these statements. Accordingly, this is
considered a control deficiency.

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
as described in the second paragraph of this report were adequate at December 31, 2008, to meet the
SEC’s objectives.

In addition, our review indicated that the Company was in compliance with the conditions of exemption
from Rule 15c3-3 pursuant to paragraph k(2)(ii) as of December 31, 2008, and no facts came to our
attention to indicate that such conditions had not been complied with during the year.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the Financial Industry Regulatory Authority, Inc., and other 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 1s not intended to be and should not be used by anyone other than these specified parties.

' L&P
Greenwood Village, Colorado

February 17, 2009
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