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OATH OR AFFIRMATION

Cheryl Kallem and Neal Stearns swear or affirm that to the best of our knowledge and belief the

accompanying consolidated statement of financial condition pertaining to the firm of First Manhattan Co the

Company as of December 31 2011 is true and correct We 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 customer except as follows

Signature

Senior Managing Director

Title

Signature

LAURA MARINO

Notary Public State of New York

No 01 MA4899870
Qualified in New York County

Senior Managing Drector

Commission Expires September 10 2012
Title
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Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and

the Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

El Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods

of consolidation

El An Oath or Affirmation

copy
of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the

previous audit
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ErnstYoungLLP

New York NY 10036-6530

Tel 212 773 3000

Fax 212 773 6350

Report of Independent Registered Public Accounting Firm

To the Partners of

First Manhattan Co

We have audited the accompanying consolidated statement of fmancial condition of First

Manhattan Co the Company as of December 31 2011 This statement of frnancial condition

is the responsibility of the Companys management Our responsibility is to express an opinion

on this statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States 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 We were not

engaged to perform an audit of the Companys internal control over financial reporting Our audit

included consideration of internal control over financial reporting as 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 Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the statement of financial condition

assessing the accounting principles used and significant estimates made by management and

evaluating the overall statement of financial condition 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 consolidated financial position of First Manhattan Co at December 31

2011 in conformity with U.S generally accepted accounting principles

rWfLLP

February 27 2012

member firm of Ernst Young Global Limited



First Manhattan Co

Consolidated Statement of Financial Condition

December 31 2011

/n thousands

Assets of First Manhattan Co
Cash in banks 942

Cash and securities seegated deposited in special reserve bank account for the exclusive

benefit of customers 2447

Receivable from clearing broker net 403

Investment advisory fees receivable 1847

Investments in U.S Government securities oned by the Company at fair value 32306

Other marketable securities 8715

Secured demand notes receivable fully collateralized 8916

Furniture fixtures and leasehold improvements at cost net of accumulated depreciation and

amortization of 54951 298

Other assets 1684

57558

Assets of consolidated investment entities

Investments in readily marketable securities at fair value cost $300742 350160

Investments in non readily marketable securities cost $26827 17114

Due from brokers net 61.915

Warrants purchased at fair value cost $3446 3829

Option contracts purchased at fair value cost $3567 351

Unrealized gain on forward
currency contracts 435

Other assets 438

434242

Total assets 491800

Liabilities and net worth

Liabilities of First Manhattan Co
Accounts payable and accrued expenses 9245

Secured demand notes 8916

18161

Liabilities of consolidated investment entities

Securities sold short at fair value proceeds $15473 16884

Redemptions payable to non controlling interest holders 5648

Option contracts written at fair value proceeds $589 349

Accounts payable
225

23106

Total liabilities 41267

Net worth

Net worth attributable to First Manhattan Co 42703

Non controlling interests in consolidated investment entities 407830

Total net worth 450533

Total liabilities and net worth 491800

See accompanying notes



First Manhattan Co

Notes to Consolidated Statement of Financial Condition

December 31 2011

in thousands

Organization and Consolidation Policy

First Manhattan Co FMC or the Company is broker-dealer registered with the Securities

and Exchange Commission SEC and is member of the Financial Industry Regulatory

Authority F1NRA The Company is engaged in the business of providing investment

advisory and securities brokerage services The Company has entered into fully disclosed

clearing agreement with Pershing LLC Pershing pursuant to which Pershing provides certain

clearing and related functions Under this arrangement Pershing under the Companys

continuing supervision assumes the physical custody of and conducts the brokerage settlement

activities for accounts of the Company and its customers The Company is New York limited

partnership the sole general partner of which is First Manhattan LLC New York limited

liability company

The accompanying consolidated statement of financial condition includes the accounts of the

Company and those FMC Investment Entities Investment Entities which are consolidated

into FMC notwithstanding the fact that FMC may have only partial economic interest in the

Investment Entities Consequently the Companys consolidated statement of financial condition

reflects the assets and liabilities of FMC and the Investment Entities on consolidated basis

in accordance with Financial Accounting Standards Board FASB Accounting Standards

Codification ASC 810 onsolidation FMC consolidates those Investment Entities in which

it has substantive interest or in which it is the primary beneficiary of variable interest entity

as defined In addition the Company consolidates those Investment Entities it controls through

majority voting interest or otherwise including those Investment Entities in which the general

partner is presumed to have control over the Investment Entities

The ownership interests in the Investment Entities not owned by the Company are reflected as

non controlling interests in consolidated Investment Entities in the consolidated statement of

financial condition Investments of $298 by FMC in the Investment Entities have been

eliminated in consolidation Investment advisory fees receivable from the investment Entities of

$3008 have been eliminated in consolidation The consolidation of the investment Entities has

no effect on FMCsnet worth

Non controlling interests in certain consolidated Investment Entities are subject to withdrawal or

redemption restrictions At December 31 2011 13505 is currently subject to withdrawal or

redemption restrictions in excess of one year When permitted redemptions become payable to

non controlling investors on current basis they are classified as redemptions payable in the

consolidated statement of financial condition



First Manhattan Co

Notes to Consolidated Statement of Financial Condition continued

Organization and Consolidation Policy continued

The Company has retained the specialized accounting for the Investment Entities in accordance

with ASC 810-10-25-15 Retention of Specialized Accounting for investments in consolidation

Accordingly the Company reports the investments of the Investment Entities on the consolidated

statement of financial condition at their estimated fair value see Note Additionally various

disclosures relevant to the Investment Entities specifically the Investment Entities investment

activities and holdings have been included in the footnotes on consolidated basis

The Company is the general partner of and/or the investment advisor to two Investment Entities

not included in the consolidated statement of financial condition which were organized by the

Company and in which the Company does not have an investment At December 31 2011 15%

of investment advisory fees receivable were attributable to these two Investment Entities

Significant Accounting Policies

The consolidated statement of financial condition has been prepared in accordance with

accounting principles generally accepted in the United States U.S GAAP as codified in the

ASC and set forth by the FASB Significant accounting policies are as follows

The preparation of the consolidated statement of fmancial condition in conformity with U.S

GAAP 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

consolidated statement of financial condition

The Company records all transactions on trade date basis Investments owned are carried at

market value which generally is the last trade for listed securities or the closing bid for over the

counter securities or at fair value as determined by management Investments in securities

which are non readily marketable included in consolidated Investment Entities have fair value

of $17114 at December 31 2011 in accordance with managements estimates and assumptions

The fair value of the Companys and Investment Entities assets and liabilities approximates the

carrying amount presented in the consolidated statement of financial condition

Assets and liabilities of Investment Entities denominated in foreign currencies are translated into

U.S dollars at the closing rates of exchange at December 31 2011



First Manhattan Co

Notes to Consolidated Statement of Financial Condition continued

Receivable from Clearing Broker Net and Due from Brokers Net

Receivable from clearing broker net represents cash maintained at Pershing commissions

receivable earned as an introducing broker for the transactions of its customers net of clearing

and related expenses and interest receivable

Due from brokers net for Investment Entities consists of cash and margin balances dividends

receivable and receivable for unsettled transactions

Taxes

The Company is partnership and therefore is not subject to federal state and city income taxes

but it is subject to the New York City unincorporated business tax For each of the Investment

Entities which is partnership each partner is responsible for the tax liability or benefit related

to his distributive share of taxable income or loss for federal state and local income tax

purposes Accordingly no provision for federal state and local income tax has been provided in

the accompanying consolidated statement of financial condition

The Company has determined that there are no uncertain tax positions at either FMC or the

consolidated investment Entities

Secured Demand Notes

Secured demand notes from limited partners of FMC maturing January 31 2020 are

collateralized by marketable securities and cash By agreement collateral in excess of the face

amount of the notes amounting to $8715 has also been contributed as capital by the limited

partners

Regulatory Capital and Other Information

The Company is subject to the SEC Uniform Net Capital Rule 5c3 which requires the

maintenance of minimum net capital The Company has elected to use the alternative method

which requires that the Company maintain minimum net capital as defined equal to the greater

of $250 or 2% of aggregate debit balances arising from customer transactions as defmed At

December 31 2011 the Company had net capital as defmed of approximately $35466 which

exceeded the minimum net capital requirement by approximately $35216

The Companys consolidated statement of financial condition has been prepared on the basis of

U.S GAAP and certain financial statement classifications differ from classifications prescribed

by the SECs general instructions to Form X-17A-5 Under such general instructions the non

controlling interests in Investment Entities are classified as liability on the consolidated Form

X- 7A5 The Companys consolidated statement of financial condition includes such interests



First Manhattan Co

Notes to Consolidated Statement of Financial Condition continued

Regulatory Capital and Other Information continued

as component of net worth The remaining differences between the consolidated statement of

financial condition and the consolidated Form X- 7A5 relate to the elimination of intercompany

balances and other immaterial differences Total assets liabilities and partners capital on the

Form X-i7A-5 totaled $493944 $451241 and $42703 as compared to $49i800 $41267 and

$450533 in the consolidated statement of financial condition

Investments

ASC 820 Fair Value Measurements and Discios tires ASC 820 defines fair value as the

price that would be received upon the sale of an asset or paid upon the transfer of liability in an

orderly transaction between market participants at the measurement date an exit price The

transaction to sell an asset or transfer liability is hypothetical transaction at the measurement

date considered from the perspective of market participant Therefore the objective of fair

value measurement is to determine the price that would be received to sell the asset or paid to

transfer the liability at the measurement date an exit price fair value measurement assumes

that the transaction to sell the asset or transfer the liability occurs in the principal market for the

asset or liability or in the absence of principal market the most advantageous market for the

asset or liability

ASC 820 establishes fair value hierarchy for the inputs used in valuation models and

techniques used to measure fair value The fair value hierarchy gives the highest priority to

quoted prices in active markets for identical financial instruments Level and the lowest

priority to unobservable inputs Level In some cases the inputs used to measure fair value

might fall in different levels of the fair value hierarchy The level in the fair value hierarchy

within which the fair value measurement in its entirety falls is determined based on the lowest

level input that is significant to the fair value measurement in its entirety Assessing the

significance of particular input to the fair value measurement in its entirety requires

considerable judgment and involves considering number of factors specific to the fmancial

instrument

Level inputs are quoted prices occurring on an arms length basis in active markets for

identical financial instruments that the reporting entity has the ability to access at the

measurement date An active market for the financial instrument is market in which

transactions for the financial instrument occur with sufficient frequency and volume to provide

pricing information on an ongoing basis Level inputs are inputs other than quoted prices

included within Level that are observable for the financial instrument either directly or

indirectly Level inputs are unobservable inputs for the financial instrument



First Manhattan Co

Notes to Consolidated Statement of Financial Condition continued

Investments continued

The following table summarizes the valuation of the Companys investments within the fair

value hierarchy levels as of December 31 2011

Investments in U.S Government securities include securities on deposit in special reserve bank

account for the exclusive benefit of customers fair value $2440 and investments in U.S

Government securities fair value $32306

Marketable investments owned and securities sold short by consolidated Investment Entities are

valued at quoted prices in active markets for identical instruments

Forward currency and option contracts have been valued at fair value based on observable

inputs

Non readily marketable investments are valued based on valuation techniques using publicly

available prices and operating performance metrics of similarcompanies

FMC
Investments

in U.S Other

Government Marketable

Securities Securities

34746 8715

34746 8715

Level

Level

Level

Assets

Level

Level

Level

Liabilities

Level

Level

Level

investments Owned Sold Short

by Consolidated Investment Entities

Marketable

350160

Non Readily Option
Marketable Warrants Contracts

3829 351

Securities

Sold Short

17114

350160 17114 3829 351

Forward

Currency
Contracts

435

435

Option
Contracts

16884

16884 349



First Manhattan Co

Notes to Consolidated Statement of Financial Condition continued

Schedule of Investments

The following table presents information about the investments in securities at fair value and

financial instruments of the consolidated Investment Entities as of December 31 2011

Other cost $11409

Japan

Mitsubishi Tanabe Pharma Corp

Nippon Shinyaku

Total Japan cost S43089

Spain

Other cost $2663

Switzerland

Other cost $7975
United Kingdom

Other cost $1 5148

Total healthcare equity securities cost

$213833

Equity securities banking

United States

Other cost $13341

Total equity securities cost $227174

Mutual fund

United States

Other cost $79

Total mutual fund cost $79

261700 11779 2.6%

2036600 32219 7.2%

1991400 24598 5.5%

4028000 56817 12.7%

319332 2198 0.5%

246541 9516 2.1%

1812.687 14.788 3.3%

18630102 266089 59.1%

1813008 10502 2.3%

20443110 $276591 61.4%

7270 77 0.0%

7270 77 0.0%

Shares

Principal Fair Value

Investments in securities at fair value

Equity securities healthcare

United States

Medtronic Inc

Other

Total United States cost $133549

Ireland

Percent of

Net Assets

921400

11040442

11961842

$35244

135747

170991

7.8%

30.i%

37.9%



First Manhattan Co

Notes to Consolidated Statement of Financial Condition continued

Schedule of Investments continued

United States Treasury Bills

Treasury Bill due 05/10/2012 cost $73489 ___________________________________________

Total investments in securities at fair value

cost $300742

Investments in non readily marketable

securities

Equity securities banking

United States cost $26827 _____________________________________________

Total investments in non readily marketable

securities cost $26827
_____________________________________________

Warrants healthcare

United States

Other cost $3446

Total warrants cost $3446

Option contracts purchased heaithcare at fair

value cost $3567

Unrealiied gain on forward currency contracts

Equity securities sold short

United States

Other proceeds $15473

Total equity securities sold short proceeds

$15473

Option contracts written healthcare at fair

value proceeds $589

Shares

Principal

Percent of

Net AssetsFair Value

73500000 73492 16.3%

350160 77.7%

Fair Percent of

Shares Value Net Assets

3133916 17114 3.8%

3133916 17114 3.8%

Fair

Value

Percent of

Net Assets

3829 0.8%

3829 0.8%

351 0.1%

435 0.1/h

16884 3.7%

16884 3.7%

349 0.1%



First Manhattan Co

Notes to Consolidated Statement of Financial Condition continued

Derivative Contracts

In the normal course of business the Investment Entities enter into trading activities which may
include forward currency contracts options swaps and other derivatives Derivative instruments

may be used as substitutes for securities in which the Investment Entities can invest to hedge

portfolio investments or to generate income or gain to the investment Entities Derivatives are

not accounted for as hedging instruments

Derivative financial instruments base their value upon an underlying asset index or reference

rate These instruments are subject to various risks including market credit liquidity and

operational risks Changes in the market value of these instruments subsequent to year-end may
be in excess of amounts recognized in the Companys consolidated statement of financial

condition The Company manages the risks associated with its trading as part of its overall risk

management policies

Unrealized gains on forward currency contracts of $435 are included in the consolidated

statement of financial condition at December 31 2011 Equity options contracts purchased and

written at fair values of $351 and $349 respectively are included in the consolidated statement

of financial condition at December 31 2011

Notional amounts are an indicator of the volume of the Companys derivative activities These

amounts along with the duration of the derivative instrument are disclosed in the accompanying

schedule of investments The amount outstanding at December 31 2011 is representation of the

volume throughout the year

10 Indemnifications

The Company has agreed to indemnify Pershing for losses that Pershing may sustain from

customer accounts introduced by the Company At December 31 2011 these accounts were

fttlly collateralized by securities of such customers thereby reducing the associated risk The

investment Entities enter into contracts that contain variety of indemnifications the maximum

exposure for each Investment Entity under these arrangements is unknown However the

Investment Entities have not had prior claims or losses pursuant to these contracts and believe

any risk of loss to be remote

Concentration of Credit Risk

The Company and its investment Entities are engaged in various trading brokerage and custodial

activities with brokers in the event those brokers do not fulfill their obligations the Company

may be exposed to risk It is the Companys policy to review as deemed necessary the credit

standing of each broker

10



First Manhattan Co

Notes to Consolidated Statement of Financial Condition continued

12 Subsequent Events

The Company has evaluated subsequent events through February 27 2012 and has determined

that no subsequent events have occurred that would require disclosure in the consolidated

statement of financial condition or accompanying notes

11


