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HENDERSON HUTCHERSON MCCULLOUGH PLLC

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS REPORT

To the Members

FourBridges Capital Advisors LLC

Chattanooga Tennessee

We have audited the accompanying statement of financial condition of FourBridges Capital Advisors LLC
Tennessee limited liability company as of December 31 2010 and the related statements of operations

changes in members equity and cash flows for the year then ended that you are filing pursuant to Rule 7a-

under the Securities Exchange Act of 1934 These financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these fmancial 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 misstatements An audit includes examining on test

basis evidence supporting the amounts and disclosures in the fmancial statements 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 financial statements referred to above
present fairly in all material

respects
the financial

position of FourBridges Capital Advisors LLC as of December 31 2010 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 conducted for the purpose of forming an opinion on the basic fmancial statements taken as

whole The information contained in the schedules of the supplemental information is presented for

purposes of additional analysis and is not required part of the basic financial statements but is

supplementary information required by rule 7a-5 under the Securities Exchange Act of 1934 Such

information has been subjected to the auditing procedures applied in the audit of the basic fmancial

statements and in our opinion is fairly stated in all material respects in relation to the basic financial

statements taken as whole

Chattanooga Tennessee

February 22 2010

Nt4Mt1
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FOURBRIDGES CAPITAL ADVISORS LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 312010

ASSETS

ASSETS

Cash 245774

Accounts receivable 56971

Prepaid expenses 3375

Total assets 306120

LIABILITIES AND MEMBERS EQUITY

LIABILITIES

Accounts payable 19812

Accrued expenses 12359

Total liabilities 32171

MEMBERS EQUITY 273949

TOTAL LIABILITIES AND MEMBERS EQUITY 306120

The accompanying notes are an integral part of these financial statements



FOURBRIDGES CAPITAL ADVISORS LLC

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31 2010

REVENUES

Advisory revenue 478338

Retainers 82646

Other revenue 2938

Total revenue 563922

EXPENSES

Employee compensation and benefits 435653

Regulatory fees and expenses 14491

Occupancy 44247

Other 170582

Total expenses 664973

NET LOSS 101051

The accompanying notes are an integral part of these financial statements



FOURBRIDGES CAPITAL ADVISORS LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

YEAR ENDED DECEMBER 31 2010

BALANCE JANUARY 2010 25000

Net loss 101051

Capital contributions 350000

BALANCE DECEMBER 31 2010 273949

The accompanying notes are an integral part of the financial statements



FOURBRIDGES CAPITAL ADVISORS LLC

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2010

CASH FLOW FROM OPERATING ACTIVITIES

Net loss $101051
Increase decrease in operating assets

Accounts receivable 56971
Prepaid assets 3375

increase decrease in operating liabilities

Accounts payable and accrued liabilities 32171

Net cash used by operating activities 129226

CASH FLOWS FROM FINANCING ACTIVITIES

Capital contributions 350000

Net cash provided from financing activities 350000

NET CHANGE IN CASH 220774

Cash beginning of year 25000

Cash end of year 245774

The accompanying notes are an integral part of these financial statements



FOURBRIDGES CAPITAL ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

FourBridges Capital Advisors LLC was formed under the laws of the State of Tennessee and

began operations on March 25 2009 The Company is engaged in the business of investment

banking with an emphasis on providing clients with advisory services related to selling and/or

acquiring businesses obtaining financing and restructuring capital

Basis of Presentation

The accompanying financial statement has been prepared in conformity with accounting principles

generally accepted in the United States of America GAAP They are presented on the accrual

method of accounting thus reflecting income earned regardless of when received and expenses

incurred regardless of when paid

Receivables

The Company reports trade receivables at net realizable value Management will determine the

estimate of its bad debts based on historical losses and current economic conditions On

continuing basis management will analyze delinquent receivables and once the receivables are

determined to be uncollectible they will be written off to the allowance account As of December

31 2010 there were no delinquent accounts receivable therefore management felt that an

allowance for uncollectible accounts was unnecessary

Income Taxes

The Company files as limited liability company for income tax purposes The Companys net

income is taxed at the member level rather than at the Company level and thus no provision for

income taxes has been made in the accompanying financial statement

Uncertain tax positions

The Company recognizes and measures its unrecognized tax benefits in accordance with Financial

Accounting Standards Board FASB Accounting Standards Codification ASC 740 Income

Taxes Under that guidance the Company assesses 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 measurement of unrecognized tax benefits is

adjusted when new information is available or when an event occurs that requires change

The adoption of this standard did not have material impact on the Companys fmancial

statements The Company has concluded that there are no significant uncertain tax positions

requiring recognition or disclosure and there are no material amounts of unrecognized tax benefits

There were no tax penalties and interest levied against the Company during the year

Continued



FOURBRIDGES CAPITAL ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Recognition of Income

The Company records fees from advisory services as income when received Retainers incurred

from customers are non-refundable payments for services rendered and are considered earned when

billed

Cash and Cash Equivalents

For the purpose of the statement of cash flows the Company considers all highly liquid

investments with original maturities of less than ninety days to be cash equivalents

Uses of Estimates

The preparation of financial statements in conformity with generally accepted accounting

principles 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

Advertising Costs

Advertising costs are expensed as incurred Advertising expense was $64031 for the year ended

December 31 2010

NOTE 2- RELATED PARTY TRANSACTIONS

The Company is solely owned by FourBridges Holding LLC FBH which has provided all the

current-year capital contributions FBH also owns furniture and equipment in the amount of

$133172 at December 31 2010 which is used by the Company during the regular course of their

business at no charge

During 2010 the Company received advisory fees from TN Investco Consortium LLC TNT
related entity owned by FBH for the sale of state issued tax credits to insurance companies TNT

was formed by the Company and law firm to provide shared services legal tax and investment

banking to Tennessee based venture capital companies VCs that applied for tax credit awards

under the Tennessee Small Business Investment Company Credit TN Investco Act VCs paid

TNT for legal tax and investment banking services Those fees were subsequently paid by TNI to

the service providers which included the Company the law firm and an accounting firm

Advisory revenue from TNT $445.83



FOURBRIDGES CAPITAL ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

NOTE 3- CONCENTRATION OF CREDIT RISK

The Company maintains cash balances at CapitalMark Bank and Trust located in Chattanooga

Tennessee which is insured by the Federal Deposit Insurance Corporation on balances up to

$250000 There were no uninsured cash balances as of December 31 2010 However the

uninsured cash balances fluctuate on daily basis throughout the year

NOTE 4- NET CAPITAL COMPUTATION

The following reconciles net capital per managements computation included in the unaudited

FOCUS Report as of December 31 2010 to the audited computation thereof

Net capital per managements unaudited

FOCUS Report $212322

Decrease in accrued expenses 1281

Net capital audited $213603

NOTE 5- SUBSEQUENT EVENTS

Management has evaluated events and transactions subsequent to the balance sheet date through

the date of the auditors report the date the financial statements were available to be issued for

potential recognition or disclosure in the fmancial statements Management has not identified any

items requiring recognition or disclosure

NOTE 6- ACCOUNTS RECEIVABLE

Included in the Accounts Receivable is balance due of $50000 from one customer This

customer is restructuring and the Company is in negotiations to acquire 1.67% minority interest

in this customer total of $40000 is expected to be converted from receivables to an investment

in the customers equity The remaining balance of th.e Accounts Receivable is expected to be

collected in cash



HENDERSON HUTCHERSON MCCULLOUGH PLLC

CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17A-5 FOR
BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15C3-3

To the Members

FourBridges Capital Advisors LLC

Chattanooga Tennessee

In planning and performing our audit of the fmancial statements and supplemental schedules of

FourBridges Capital Advisors LLC as of and for the year ended December 31 2010 in accordance with

auditing standards generally accepted in the United States of America we considered the Companys

internal control over financial reporting internal control as 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 Companys internal control Accordingly we do not express an

opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

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 7a-5g in making the periodic computations of aggregate

indebtedness or aggregate debits and net capital under rule 7a-3a1 and for determining compliance

with the exemptive provisions of rule 5c3 -3 Because the Company does not carry
securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices

and procedures followed by the company in any of the following

Making quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by rule 7a-1

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an 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 SECs above-mentioned objectives

1200 MARKET STREET FREIGHT DEPOT CHATTANOOGA TN 37402-2713 423.756.7771 423.265.8125 hhmcpas.com

AN INDEPENDENT MEMBER OF THE BOO SEIDMAN ALLIANCE



Two of the objectives of an 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 managements authorization and recorded properly to permit preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in any internal control or the practices and procedures referred to above

error or fraud mayoccur 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

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect misstatements

on timely basis significant deficiency is control deficiency or combination of control deficiencies

that adversely affects the entitys ability to initiate authorize record process or report
financial data

reliably in accordance with generally accepted accounting principles such that there is more than remote

likelihood that misstatement of the entitys financial statements that is more than inconsequential will not

be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statements will not be prevented

or detected by the entitys internal control

Our consideration of the 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

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 and Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures were

adequate at December 31 2010 to meet the SECs objectives

This report is intended solely for the information and use of the members management the SEC National

Association of Security Dealers NASD and other regulatory agencies that rely on rule 7a-5g under the

Securities 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

Chattanooga Tennessee

February 22 2011

NLM1
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FOURBRIDGES CAPITAL ADVISORS LLC

SCHEDULE-i COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2010

Members equity allowable for net capital 273949

Add other deductions or allowable credits

273949

Total capital allowable

Deductions and/or charges

Nonallowable assets

Other receivable 56971

Prepaid expenses 3375

60346

Net capital before haircuts on securities positions 213603

Haircuts on securities

NET CAPITAL 213603

AGGREGATE INDEBTEDNESS 32171

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital 2145

Minimum dollar net capital requirement 5000

Excess net capital 208603

Excess net capital at 1000 percent 210386

Percentage of aggregate indebtedness to net capital
15.06%

Percentage of debt to equity 11.74%

There is no material difference between the preceding computation and the Companys

corresponding unaudited part II of form X-17A-5 as of December 31 2010

11



HENDERSON HUTCHERSON MCCULLOUGH PLLC

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTITYS SIPC ASSESSMENT RECONCILIATION

To the Members

FourBridges Capital Advisors LLC

Chattanooga Tennessee

In accordance with rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

Form SIPC-7 to the Securities Investor Protection Corporation SIPC for the year ended December 31

2010 which were agreed to by FourBridges Capital Advisors LLC and the Securities and Exchange

Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist you and the other

specified parties in evaluating FourBridges Capital Advisors LLCs compliance with the applicable

instructions of the Form SIPC-7 FourBridges Capital Advisors LLCs management is responsible for the

FourBridges Capital Advisors LLCs compliance with those requirements This agreed-upon procedure

engagement was conducted in accordance with attestation standards established by the American Institute

of Certified Public Accountants The sufficiency of these procedures is solely the responsibility of those

parties specified in this report Consequently we make no representations regarding the sufficiency of the

procedures described below either for the purpose for which this report has been requested or for any other

purposes The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement

records entries by examining the actual signed check tracing the assessment payment to the cash

disbursements journal The amount of the check agreed with the amount to be submitted with the SIPC-7

At the time of this procedure the SIPC-7 had not been submitted Compared the payment previously made

with the assessment paid and submitted with form SIPC-6 Examined the front and back of the cleared

check Traced that payment to the bank statement and cash disbursements journal No differences or

fmdings were noted

Compared the amounts reported on Forms X-17A-5 for the
year

ended December 31 2010 as

applicable with the amounts reported in Form SIPC-7 for the year ended December 31 2010 noting no

differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working

papers We traced the additions and subtractions as shown on Form SIPC-7 with the statements and bank

deposits that support the adjustment noting no differences

Proved the arithmetical accuracy of the calculations reflected on form SIPC-7 and in the related

schedules and working papers such as the general ledger detail and supporting source documents for the

period January 2010 through December 31 2010 supporting the adjustments noting no differences

1200 MARKET STREET FREIGHT DEPOT CHATTANOOGA TN 37402-2713 423.756.7771 423.265.8125 hhmcpas.com

AN INDEPENDENT MEMBER OF THE BOO SEIDMAN ALLIANCE 12



We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express
such an opinion Had we

performed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

Chattanooga Tennessee

February 22 2011

L24i44t
/pC JJPL-C
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SECURITIES INVESTOR PROTECTION CORPORATION
P.O Box 92185 Washington D.C 20090-2185

202-371-8300

General Assessment Reconciliation

For the fiscal year ended 2O
Read carefully the instructions In your Working Copy before completing this Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining AuthorIty 1934 Act registration no and month in which fiscal year ends for

purposes of the audit requirement of SEC Rule 7a-5

Note If any of the information shown on the mailing label

requires correction please email any corrections to

1696 form@sipc.org and so indicate on the form filed

Name and telephone number of person to contact

respecting this form

General Assessment item 2e from page ____________________________

Less payment made with SIPC-6 filed exclude interest ______________________________

Date Paid

Less prior overpayment applied ____________________________

Assessment balance due or overpayment ____________________________

Interest computed on late payment see instruction for days at 20% per annum ____________________________

Total assessment balance and interest due or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above $_____________________________

Overpayment carried forward
___________________________

SubsIdiaries and predecessors included In this form give name and 1934 Act registration number

Ck Azç
Name ol Co Part other organizatIon

lAuthortled Signature

.. aes ____________ ____________ ____________
Posimarked Received Reviewed

Calculations _________ Documentation _________ Forward Copy

Exceptions

Cl
Disposition of exceptions

SIPC4

33-REV 7110

SIPC7

33-REV 7110

106828 F1NRA DEC

FOURBRJDC3E$ CAPflAL ADVISORS tiC

1300 BROAD ST STE2OI

CHATTANOOGA TN 37402-4475

\32SO

\LD-\

The SIPO member submitting this form and the

person by whom it is executed represent thereby

that ali information contained herein is true correct

and complete

Dated the__Sy of_______________ 20 Pp

This form and the assessment payment is due 80 days after the end of the fiscal year Retain the Working Copy of this form

for period of not less than years the latest years In an easily accessible place

icc
Title



DETERMINATION OF SJPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Item No
2a Total revenue FOCUS Line 12/Part hA Line Code 4030

2b Additions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted in determining Item 2a

Net loss from management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing registralion lees and legal fees deducted determining net

profit from management ci or participation in underwriting or distribution of securities

Net loss from securities in investment accounts

Amounts fscal
period

beginnin
-L 2OL

and endig b.e.e__ 2O
Eilmlnate cents

Total additions

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security tutures products

Revenues from commodity transactions

Conirnissions floor brokerage and clearance paid to other SIPC members in conectlon with

securities transactions

Reimbursements for postage in connection with proxy solicitaIion

Net gain from securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

Direct expenses of printing advertising and legal fees Incurred in connection with other revenue

related to Ihe securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

s.-L .ZL qei

Total interest and dividend expense FOCUS Line 22/PART hA Line 13

Code 4075 pIus line 2b4 above but not in excess

of total interest and dividend income $________

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS line Code 3960 $________

Enter the greater of line or ii

Total deductions

2d SIPC Net Operating Revenues

2e Genera Assessment .0025

J.LS

to page line 2A
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SOUTHWEST MERCHANT GROUP INC

December 31 2010


