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MEMBER
ZELMAN PARTNERS LLC

We have audited the accompanying statement of financial condition of Zelman Partners

LLC the Company as of December 31 2009 This financial statement is the responsibility of

the Companys management Our responsibility is to express an opinion on this financial

statement 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 statement of financial condition is free of material

misstatement An audit includes examining on test basis evidence supporting the amounts

and disclosures in the financial statement An audit also includes 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 reasonable basis for our

opinion

In our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of Zelman Partners LLC as of December 31 2009 in

conformity with accounting principles generally accepted in the United States of America

February 18 2010

Westlake Ohio

BAKER TILLY

Fr RN AT ON AL Registered with the Pubtc Company Accounung Oversight Board



ZELMAN PARTNERS LLC PAGE

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2009

ASSETS

CASH 144957

CERTIFICATE OF DEPOSIT 260149

COMMISSIONS RECEIVABLE 52314

PREPAID EXPENSES 20685

PROPERTY AND EQUIPMENT AT COST

Office equipment 213570

Software 26500

240070

Less Accumulated depreciation and amortization 143653 96417

OTHER ASSETS 3557

578079

LITI ES

DUE TO RELATED PARTIES 150340

COMMITMENT AND CONTINGENCY

MEMBERS EQUITY

MEMBERS EQUITY 427739

578079

The accompanying notes are an integral part of this statement
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NOTES TO THE FINANCIAL STATEMENT

ORGANIZATION

Zelman Partners LLC the Company wholly owned subsidiary of Zelman Holdings LLC

the Parent is broker-dealer registered with the Securities and Exchange Commission

SEC and twenty-eight states including the state of Ohio and two territories The

Company is member of one self-regulatory organization the Financial Industry

Regulatory Authority FINRA

The Company shall continue in perpetuity unless it is dissolved or terminated pursuant to its

operating agreement or involuntarily pursuant to any regulatory action

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

The Company and Zelman Associates Associates an affiliated company through

common ownership are in the business of providing independent equity research as

well as consulting services and financing referrals to public and private companies

seeking to raise debt or equity financing or to acquire and dispose of business

The Parent intends to contribute capital to the Company to the extent necessary to cover

expenses in excess of income in 2010

Cash

At times during the year the Companys cash accounts which are all held at one bank

exceeded the related amount of federal depository insurance The Company has not

experienced any loss in such accounts and believes it is not exposed to any significant

credit risk

Receivables and Credit Policies

Commissions receivable are uncollateralized broker obligations due under normal trade

terms requiring payments within 30 days from the report date The Company generally

collects receivables within 30 days and does not charge interest on commissions

receivable within 30 days and does not charge interest on commissions receivable with

invoice dates over 30 days old

The carrying amount of commissions receivable is reduced by valuation allowance that

reflects managements best estimate of the amounts greater than 30 days that are not

believed to be collectible In the opinion of management at December 31 2009 all

commissions were considered collectible and no allowance was necessary

Certificate of Deposit

The Company holds certificate of deposit at bank which matured in January 2010 The

Company renewed the certificate deposit for an additional twelve months
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NOTES TO THE FINANCIAL STATEMENT

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Prepaid Expenses

At December 31 2009 the Company has $20685 in Central Registration Depository

CRD Account with FINRA that it uses to pay regulatory fees

Depreciation and Amortization

Depreciation and amortization of property and equipment are provided by the use of the

straight-line and double declining balance methods over the following estimated useful

lives of the assets

Office equipment years

Software years

Income Taxes

The Company is single member limited liability company and therefore is disregarded

entity for the Internal Revenue Services filing requirements The Company files as part

of consolidated income tax return which includes the activity of the Parent The Parent

has elected to be treated as partnership as defined in the Internal Revenue Code As

result no provision for federal income taxes has been provided however the

Company is liable for any state and local income taxes

Effective January 2009 the Company adopted the provisions of Financial Accounting

Standards Board FASB Accounting Standards Codification ASC 740-1 Accounting

for Uncertainty in Income Taxes which require recognition of and disclosures related to

uncertain tax positions Under the guidance the Company assessed the likelihood

based on their technical merit that tax positions will be sustained upon examination

based on the facts circumstances and information available at the end of each period

The adoption had no effect on the Companys members equity The Company began

operations during 2007 and therefore all years are subject to examination by U.S

federal tax authorities

Accounting Estimates

Management uses estimates and assumptions in preparing financial statements in

accordance with accounting principles generally accepted in the United States of

America Those estimates and assumptions affect the reported amounts of assets and

liabilities and the disclosure of contingent assets and liabilities and the reported revenue

and expenses Actual results could vary from the estimates that were used

Subsequent Events

Management has evaluated subsequent events through February 18 2010 the date the

financial statements were available to be issued
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NOTES TO THE FINANCIAL STATEMENT

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Concentration of Credit Risk

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 Companys policy to review as necessary the credit standing of

each counterparty

The Company had two customers combined that comprised approximately 89% of the

commissions receivable balance at December 31 2009

RELATED PARTIES

Effective January 2009 the Company entered into an expense sharing agreement the

Agreement with Associates and the Parent for all operating expenses In accordance

with the Agreement the Parent is responsible for the payment of all day-to-day

operational expenses and is reimbursed on monthly basis by the Company and

Associates for their proportionate share of the expenses The Agreement expired on

December 31 2009

Effective January 2010 the Company entered into new annual expense sharing

agreement where the Parent is responsible for the payment of all day-to-day operational

expenses and is reimbursed on monthly basis by the Company and Associates for

their actual share of the expenses

At December 31 2009 the due to related parties included $90130 due to the Parent

related to expenses under the Agreement

At December 31 2009 the due to related parties also included $55958 due to Associates

and $4252 due to member of the Parent for expenses that were paid by the respective

parties on behalf of the Company during 2008

CONTINGENCY

Litigation

The Company from time to time is defendant in various actions filed by individuals or

companies The ultimate outcome of these actions is not determinable however in the

opinion of management the ultimate outcome will have no material effect on the

Companys financial position
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NOTES TO THE FINANCIAL STATEMENT

NET CAPITAL PROVISION OF RULE 15c3-1

Pursuant to the net capital provisions of Rule 15c3-1 of the Securities Exchange Act of

1934 the Company is required to maintain minimum net capital balance as defined

under such provisions

The Companys minimum capital requirement is the greater of $5000 or 6Y3% of aggregate

indebtedness as defined under Securities and Exchange Commission Rule 15c3-

1a1i and 15c3-1a2vi as it does not maintain customer accounts Net capital

may fluctuate on daily basis At December 31 2009 the Company had net capital of

$253174 which was $243151 in excess of its required net capital of $10023

In addition to the minimum net capital provisions Rule 15c3-1 requires that the Company

maintain ratio of aggregate indebtedness as defined to net capital of not more than

15 to At December 31 2009 the ratio was .59 to

EXEMPTION FROM RULE 15c3-3

The Company acts as an introducing broker or dealer promptly transmitting all funds and

delivering all securities received in connection with its activities as broker or dealer and

does not otherwise hold funds or securities for or owe money or securities to customers

The Company operates under Section k2i of Rule 15c3-3 of the Securities

Exchange Act of 1934 and is therefore exempt from the requirements of Rule 15c3-3
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