
UNITEDST ATES 

llllllllllll~! II II 
SECURITIES AND EXCHANGE COMMISSION 

D.C. 20549 

14049732 

REPORT FOR THE PERIOD 01/01/13 AND 
---------------------

MM/DD/YY 

NAME OF BROKER-DEALER: HFBE Capital 
1 

LP 

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) 

815 Walker STE 1140 

(No. and Street) 

Houston TX 
(City) (State) 

OMB APPROVAL 
OMBNumber: 3235-0123 
Expires: March31,2016 
Estimated average burden 
hours per response ...... i 2.00 

SEC FILE NUMBER 

8- 51548 

12/31/13 

MM/DD/YY 

OFFICIAL USE ONLY 

FIRM I.D. NO. 

77002 
(Zip Code) 

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT 
Alex Howard (713) 225-9580 

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* 

& Pearson 1 P.C. 
(Name ifindividual, state last, first, middle name) 

One , Suite 1000 Houston TX 
(Address) 

CHECK ONE: 

0 Certified Public Accountant 

0 Public Accountant 

(City) 

Accountant not resident in United States or any of its possessions. 

(State) 

77056 
(Zip Code) 

*Claims for exemption ji·om the requirement that the annual report be covered by the opinion of an independent public accountant 
must be supported by a statement offacts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e}(2} 

SEC 1410 (06-02) 

persons who 
information contained in 
unless 



OATH OR AFFIRMATION 

I, __ A_l_e_x_H_o_w_a_r_d _______________________ , swear (or affirm) that, to the best of 

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of 

HFBE Capital, LP 
--------------------------------------------'as 
of __ D_e_c_e_mb_e_r_3_1 ___________ __J __ __,are true and correct. I 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: 

This report** contains (check all applicable boxes): 
1]1 (a) Facing Page. 
I.Z! (b) Statement of Financial Condition. 
I.Z! (c) Statement of Income (Loss). 
129 (d) Statement of Changes in Financial Condition. 

Alex Howard, Designated Principal 

Title 

0 (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital. 

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

I.Z! (g) Computation of Net Capital. 
I.Z! (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3. 

I.Z! (i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3. 

0 G) A 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 A of Rule 15c3-3. 

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

consolidation. 
I.Z! (I) An Oath or Affirmation. 
I.Z! (m) A copy of the SIPC Supplemental Report. 
I.Z! (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit. 

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5 {e)(J). 
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HARPER & PEARSON 
COMDANY. P.C CEI<TIFIEDPUBUC r 1"\. 1 • • ACCOUNTANTS 

-
INDEPENDENT AUDITOR'S REPORT 

Board 
HFBE Capital, l.P. 
Houston, Texas 

We have audited the accompanying statement financial condition of HFBE Capital, LP. (the Partnership) as 
of December 31, and the related statements operations, changes i.n partners' capital and cash flows 
for the year then ended, and the related notes to the financial statements that you are filing pursuant to Rule 

under the Securities Exchange Act of 1934. 

Management's Responsibility for the financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements hi 
accordance with accounting principles generally accepted in the United States; this indudes the design, 
implementation, maintenance of internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our 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. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are of material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures In the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair 

· presentation of the financial statements in order to design 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. Accordingly, we express no such opinion. An audit includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis our 
audit opinion. 

Opinion 

our opinion, the financial statements referred to above present fairly, in all material respects, financial 
position of HFBE Capital, l.P. as of December 2013, and the results of its operations and its cash flows 
for the year then ended in conformity with generally accepted accounting principles in the United States. 
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Other Matter 

Our was made the purpose forming an opinion on financial statements as a whole. Schedules 
I and II on pages 10 and 11 are presented for purposes additional analysis and are not a required part of 
the financial statements, but are supplementary information required by Rule 17a-5 under the Securities 
Exchange Act of 1934. Such information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the financial statements 

certain additional procedures, including comparing and reconciling such information to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States. In our opinion, the information is fairly stated in all material respects in 
relation to the financial statements as a whole. 

Texas 
2014 
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ASSETS 

cash and cash equivalents 

Prepaid other 

PARTNERS' CAPnAl 

Partners' capital 

TOTAl PARTNERS' CAPITAl 

The accompanying notes are an integral part of the financial statements. 
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HFBE CAPnAl, l.P. 
BAlANCE SHEET 

DECEMBER 31, 2013 

$ 



Expenses 
Management and administrative expense 

Net 

HFBE CAPITAL, L.P. 
STATEMENT OF OPERA. nONS 

FOR THE YEAR ENDED DECEMBER 31, 2013 

The accompanying notes are an integral part of the financial statements. 
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HFBE CAPITAL,L.P. 
STATEMENT OF CHANGES IN PARTNERS' CAPITAL 

FOR THE YEAR ENDED DECEMBER 311 2013 

limited Partners 
Howard Frazier Barker 

Balance, December 31, 2012 $ 92,591 $ 92,590 $ 

Contributions 831 830 

Distributions (73,548) (73,548) 

Net loss 

Balance, December 31, 2013 

The accompanying notes are an integral part of the financial statements. 
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92,587 

830 

(73,549) 

General 
Partner 
HFBE 

Capital 
GPLLC Total 

$ (2,123) $ 275,645 

5,634 8,125 

(8) (220,653) 



FLOWS FROM OPERATING Acnvn1ES 
Net loss 
Changes in assets and liabilities: 

Prepaid expenses - affiliate 

CASH 
Contributions 

Net 

AND 

CASH AND CASH 

FINANCING 

AT BEGINNING 

ATEND YEAR 

HFBE CAPITAL, l.P. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED DECEMBER 31, 2013 

$ 

The accompanying notes are an integral part of the financial statements. 
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NOTE A 

HFBE CAPITAL, LP. 
NOTES TO FINANCIAL STATEMENTS 

BASIS PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

capital, LP. Texas limited partnership) Partnership") maintains accounts on 
the accrual basis of accounting in accordance with accounting principles generally accepted in 

States (GAAP). Accounting principles followed by the Partnership and the methods 
of applying principles which materially affect determination of financial position, 
results of operations and cash flows are summarized below: 

"""""'"""'""'=""'-'-'""-"~== - The Partnership is located in Houston, Texas and is a private 
investment banking firm. Accordingly, the Partnership has claimed an exemption from the 
Securities and Exchange Commission (SEC) Rule 15c3-3 under section (K)(2)(i). The 
Partnership is registered as a Broker-Dealer the SEC, and a member of the Financial 
Industry Regulatory Authority (FINRA). Partnership was being marketed for sale during 
2013 and did not engage in investment banking activities. 

~~le!:!U~~amm - The unclassified statement of financial condition is presented in 
accordance with industry standards. 

~ill.JmQ_g§!l.~J.M~~ - The Partnership rnr1c:in&Orc: highly liquid debt instruments with 
three months or less to cash equivalents. 

Revenue Recognition - Commissions are recognized when transactions settle and receivables 
are recorded at that time. 

""""""~""--'-=""" - The Partnership's income, and tax credits wm be included in the 
income tax returns the Partners. Accordingly, the Partnership does not record a provision 

income taxes. The Partnership accrues Texas Margin if 
Partnership did not owe any Texas Margin Tax at December 31, 2013. 

Partnership believes that all tax positions will more likely than not be upon 
examination. As of December 31, 2013, the tax years that remain subject to examination by 
the major tax jurisdictions under the statute of limitations are from the 2010 forward 
(with limited exceptions). Tax penalties and Interest, if any, would be accrued as incurred and 
would be classified as tax expense in the statements of operations. 

~in:lil~ - The preparation of financial statements requires management to make estimates 
and assumptions that affect the reported amounts assets and liabilities and disclosure 
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. 

~~4!5!..!.!:...J!il!!i~ - The Partnership has evaluated subsequent events through March 
the date the financial statements were available to be issued. The Partners have 

received a letter of intent from a third party to acquire the Partnership pending FINRA 
approval. No other subsequent events occurred, which require adjustment or disclosure to the 
financial statements at December 31, 2013. 

8 



NOTEB 

NOTEC 

NOTED 

HFBE CAPITAL, L.P. 
NOTES TO FINANCIAL STATEMENTS 

PARTNERSHIP AGREEMENT 

The Partnership was formed October 1, 1998. The general partner of the Partnership is HFBE 
Capital GP and the limited partners are Donald Barker, William Frazier and Alex Howard . 

.. ,.....,, ..... """' September 1, Howard Frazier Barker Elliott, Inc. {HFBE) (the owner 
general partner) was acquired by Risius Ross, which operates a separate broker dealer. 
As a Inc. changed its name to 1140 Esperson, Inc. and acquired 100% of HFBE 
Capital GP llC. 

All Partnership profits, losses and distributions are to be allocated to the partners in proportion 
to their respective percentage interests. 

MANAGEMENT AGREEMENT 

"""''...,. ... ;,., entered into a management agreement with Howard Barker Elliott, 
Inc. (now 1140 Esperson, Inc), a company related through common ownership, 
whereby HFBE will provide administrative and operational services, facilities, furniture and pay 
all overhead expenses the Partnership. HFBE receives an incremental allocation services fee 
of $563 per month. 

REQUIREMENTS 

Pursuant to the net capital provisions of Rule of the Securities Exchange of 
the Partnership is required to maintain a minimum net capital, as defined under such 
provisions. Net capital and the related net capital ratio may fluctuate on a daily basis. 

At the Partnership had net capital of $9,209 a net capital 
requirement $5,000. The Partnership's ratio of aggregate indebtedness to net capital was 0 
to 1 at December 31, 2013. The Securities and Exchange Commission permits a ratio of 
aggregate indebtedness for the Partnership at this time of no greater than 15 to 1. 

E CONCENTRATIONS AND CREDIT RISK 

Partnership's bank balance, which was at December 2013, is insured the 
Federal Deposit Insurance Corporation (FDIC) to $250,000. It is the Partnership's practice 
to utilize high net worth financial institutions to minimize its credit risk. 

NOTE F NON-CASH DISTRIBUTIONS 

At December 31, the Partnership· $200,653 in prepaid amounts that were 
subsequently distributed to the Partners in a non-cash financing transaction. 

9 



HfBE CAPITAL, L.P. 
SCHEDULE I 

COMPUTATION Of NET CAPITAL UNDER RULE 15C3-1 
Of THE SECURITIES .AND EXCHANGE COMMISSION 

DECEMBER 31, 2013 

NET CAPITAL 
Total partners' capital qualified for net capital 

Total capital and allowable subordinated liabilities 

Deductions and/or charges 
Nonallowable assets: 

Prepaid other 

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES POSffiON 

Haircuts on securities 

Net capital 

COMPUTATION OF BASIC CAPITAL REQUIREMENTS 
Minimum net capital required (6 of total aggregate 

indebtedness) 

Minimum dollar net capital requirement 

Net capital requirement (greater of above two minimum 
requirement 

net 

Ratio: Aggregate indebtedness to net capital 

Note: above computation does not differ materially from the computation of net capital under 
Rule 15c3-1 as of December 31, filed with the Securities and Exchange Commission by the 
Partnership on Part IIA Form X-17a-5. 

independent auditor's report. 
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HfBE CAPITAl, l.P. 
SCHEDUlE II 

COMPUTATION fOR DETERMINATION Of RESERVE REQUIREMENTS 
AND INFORMATION RElATING TO POSSESSION OR CONTROl Of SECURITIES 

UNDER RUlE 1SC3·3 Of THE SECURITIES AND EXCHANGE COMMISSION 

Partnership has claimed an exemption from Rule under Section {k)(2)(i}, in which a "'"",.,..'"'' 
Account for the Benefit Customers" is maintained. 

independent auditor's 
11 



HARPER & PEARSON 
COMRtANY. P.C CERTIFIEDPUBUC !"'\ 1 • • ACCOUNTANTS 

R.EpQRT ON INTERNAl CONTROl STRUCIURE REQUIRED BY SEC RUlE 17 A.;S(g)UJ 
FOR A BROKER-DEALER ClAIMING AN EXEMPDON FROM SEC RUlE 15C3-3 

Partners 
HFBE Capital, 

In planning and performing our audit of the financial statements and supplemental schedules 
Capital, (the Partnership), as of and for the year ended December 2013, in accordance with 
auditing standards generally accepted in the United States, we considered the Partnership's internal 
control over financial reporting control) as a basis designing our auditing procedures the 
purpose of our opinion on the financial statements, but not for the purpose of expressing an 
opinion on effectiveness of the Partnership's internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Partnership's internal control. 

as required by rule 17a-5(g)(1) of the Securities and Exchange Commission {SEC), we have a 
study the practices and procedures followed by the Partnership including consideration control 
activities for safeguarding securities. study included tests of such practices and procedures that we 
considered relevant to the objectives stated in rule in making the periodic computations 
aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for 
determining compliance with the exemptive provisions of rule 15c3-3. Because the Partnership 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 Partnership in any of the following: 

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation 
of differences required by rule 

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal 
Regulation T of the Board of Governors of the Federal Reserve, System. 

The management the Partnership 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 management are required to as5ess 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. 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 Partnership has 
responsibility are safeguarded against from unauthorized use or disposition and that transactions are 
executed in accordance with management's authorization recorded properly to permit 
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 preceding paragraph. 

Because of inherent limitations in internal control or the practices and procedures referred to above, error 
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is 
subject to the risk that may become inadequate because of cllanges in conditions or that the 
effectiveness of their design and operation may deteriorate. 

One Riverway ·Suite 1900 ·Houston, Texas 77056-1973 · 713.622.2310 · 713.622.5613 
harperpearson.com 



A deficiency in internal control 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 slgniflcant deficiency is a deficiency, or a combination of 
deficiencies, in internal control that is less severe than a material weakness, yet important enough to 
merit attention by those charged with governance. 

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is 
a reasonable possibility that a material misstatement of the Partnership's financial statements will not be 
prevented or detected and corrected on a timely basis. 

Our consideration of control was for the limited purpose described in the first and c::"'"'"""ri 
paragraphs 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. 

understand that practices procedures that accomplish the objectives referred to In the second 
paragraph of this are considered by the SEC to be adequate for its purposes in accordance with 
the Securities Exchange of 1934 and related regulations, and the practices and procedures that 
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 Partnership's practices and procedures 
were adequate at December 2013, to meet the SEC's objectives. 

This report is intended solely for information. and use of the partners, management, the and 
other regulatory agencies that rely on rule under the Securities Exchange Act of 1934 in their. 
regulation of registered brokers and dealers, and is not intended to be an should not be used by anyone 
other than these specified parties. 

Houston, Texas 
March 2014 
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HARPER & PEARSON 
COMDANY. P.C CEfmFIEDPUBliC 

~~ 1 • • ACCCHJNTANTS 

INDEPENDENT AUDUOR'S REPORT ON APPLYING AGREED UPON PROCEDURES 
ON SCHEDULI; OF ASSESSMENT AND PAYMENTS (FORM SIPS:-7) 

To the Partners 
HFBE Capital, L.P. 

In accordance with Rule 17a-5(e)(4) 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, 
2013, which were agreed to by HFBE Capital, L.P. and the Securities and Exchange Commission, Anancial 
Industry Regulatory Authority, Inc., and the SIPC, solely to assist you and the other specified parties in 
evaluating HFBE Capital, l.P.'s compliance with the applicable instructions of the Form SIPC-7. HFBE 
Capital, l.P.'s management is responsible for HFBE Capital, L.P.'s compliance with those requirements. 
This agreed upon procedures 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 
representation regarding the sufficiency of the procedures described below either for the purpose for 
which this report has been requested or for any other purpose. The procedures we performed and our 
findings are as follows: 

1. We compared the listed assessment payments in Form SIPC-7 with respective cash disbursement 
records entries including the general ledger detail and cash disbursements journal noting no 
differences. No payments were made for the year ended December 31, 2013. 

2. We compared the amounts reported on the audited Form X-17A-5 for the year ended December 
2013, as applicable, with the amounts reported in Form SIPC-7 for the year ended December 

31, 2013 noting no differences. 
3. We compared adjustments reported in Form SIPC-7 with supporting schedules and working 

papers including general ledger detail noting no differences. 
4. We proved the arithmetical accuracy of the calculation reflected in Form SIPC-7 and in the 

related schedules and working papers including general ledger detail and quarterly Focus reports 
supporting the adjustments, If any, noting no differences. 

5. We compared the amount of overpayment applied to the current assessment with the Form 
SIPC-7 on which it was originally computed noting overpayments were not applicable for this 
report. 

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. 

Houston, Texas 
March 2014 
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7110) 
For !he fiscal year ended 12131120!3 

(Read care!u!ly llle inslrucllons in your Copy belore completing !his 

TO BE FILED BY AlL SIPC MEMBERS WITH FISCAL YEAR ENDINGS 

1. Name ol Member 
purposes ollhe 

2. A. 

B. 

c. 

D. 

E. 

F. 

G. 

H. 

FINRA DEC 
CAPITAL lP 17'17 

815 WALKER ST STE 1140 
HOUSTON TX. 17002.-5700 

General Assessment 2e from page 2) 

Less made wilh SIPC-6 filed 

Dale Paid 

less 

Assessment balance due or 

!nleresl on !ale instruction E) 

Total assessment balance and inleresl due 

carried forward 

3. Subsidiaries and included in !his !orm 

Dated 

1934 Act no. and month in which fiscal year ends lor 

Daniel 

al 20"/o per annum 

carried 

name and 1934 Act 

HFBE 

of !he inlonna!ion shown on the 
coneclion, e·mail 

and so 

number ol person lo 
!his form. 

367-2454 

0 

0 

0 

0 

0 

0 

This rorm and lhe assessment is.due 60 af!er lhe end of lhe fiscal Retain the of !his form 
for a of not less lhan 6 years, !ales! 2 years in an accessible 

Dales: 

Calculations ·-·-- Forward 

of 



0 RMI 

llem No. 
2a. Total revenue Line 12/Part llA Une 9, Code 

2b. AddHions: 
Total revenues !rom lhe securities business of 
IJJeuec:es~:ur~ no! included above. 

OF 
0 GE 

and 

Nelloss from or dislrlbulion ol secmilies. 

lees deducted in 
ol securities. 

Nelloss !rom securities in investment accounts. 

Total addillons 

floor 
securilies lransac!ions. 

Reimbursements lor 

end inveslmenl """"'~'"' 
business or 

or insurance company 

transactions. 

ami clearance !o other SIPC members in cormeclion wilh 

in connection with proxy solicitation. 

Nel !rom securities ill iMeslmelll accounts. 

100% of commissions and 
bills, bankers 

issuance dale. 

{i) Total interest and dividend 
Code 4075 line 
ol total interest and 

earned !rom lransacllons in cer!i!icales of 
or commercial paper mature nine 

fees i11curred in connection with other revenue 
by Section ollhe 

line 22/PART I!A line 
bul not in excess 

inleresl eamed on cuslomers securllies 
ol FOCUS line 5, Code 

Enter the olline (il or 

T olal deductions 

2d. SIPG Net Revenues 

2e. General Assessment @ .0025 

nel 

u " 

Amounts !or lhe llscal 
11112013 

12/3112013 

Eliminate cents 

0 

0 

0 

0 

0 

0 

(to page 1, line 


