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OATH OR AFFIRMATION

;. GARY SCHWARTZ L _ . swear (or affirm) that. to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

FIRST SOUTHERN SECURITIES, LLC 7 Cas
of DECEMBER 31 , L2008 . arg true and correct. ] 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:
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gis reporl ** comtains (check all applicable boxesy: \
{a) Facing Page. : 0

tb} Statement of Finaucial Condition,
{c)} Statement of Income {Loss).
{d) Statement of Changes in Financial Condition.
fe) Statement of Changes in Stockholders’ Equity or PartRErs® or Sole Proprietors™ Capital.
(1) Statement of Changes in Liabilities Subordinate§to Ci#ms of Creditors,
ents Pursuant to Rule 15¢3-3.

{z) Computation of Net Capital.

thy Computation for Determination of Reser \ur

(i} Information Relating to the Possess$on G’t ol Requirements Under Rule 15¢3-3.

(j} A Reconciliation, including approgalg? ation of the Computation of Net Capital Under Rule 15¢3-1 and the

Compwmation for Determinatipn g erve Requirements Under Exhibit A of Rule 15¢3-3.
ik} A Reconciliation beyween the % ahd unaudited Statements of Financial Condition with respect to methods of

consolidation.
{1) An Qath or Affirmay
{m} A copy of the SIP le al Report.

{n) A reportdescribing aterial inadequacies found to exist or found to have existed since the date of the previous audit,
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** Cor conditions of confidential trectment of certain portions of this filing. see section 240.1 "u-3re)f 31,
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FIRST SOUTHERN SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2016
ASSETS
Cash and cash equivalents $ 545,061
Receivable from clearing broker 22,004
Deposit with clearing broker 1,220,238
Securities owned, at fair value 2,577,051
Furniture, equipment and leasehold improvements, net of accumulated depreciation
amortization of $72,402 27,274
Other assets \® 55.234
Total Assets Q $4.446 862
‘
LIABILITIES AND MEMB% E;ITY
LIABILITIES A
Due to clearing broker $ 2,582,844
Accounts payable and accrued expenses ? “~ 141,968
Securities sold, not yet purchased, at faigvalu 111,678
Due to related party 179,622
Deferred rent C} 24,785
-
Total Liabilities \\ 3.040.897
MEMBERS’ EQUITY
Total Me quity 1,405,965
Total Liabilities and Members’ Equity $ 4.446.862

The accompanying notes are an integral part of these financial statements.



FIRST SOUTHERN SECURITIES, L1L.C
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Description of Business: First Southern Securities LLC, (“the Company™) is a
registered broker dealer that began business in 2010. The Company is registered with the
Securities and Exchange Commission, the Financial Industry Regulatory Authority and the
securities commissions of appropriate states.

The Company's business is retail brokerage of marketable securities for customers located
throughout the United States. The Company operates from offices located in Alpharetta, Georgia.

The Company operates under the provisions of paragraph (k)(2)(ii) oLRNEY#¥c3-3 of the Securities
Exchange Act of 1934 and, accordingly, is exempt from the remai\ @ ovisions of that rule. The
requirements of paragraph (k)(2)(ii) provide that the Company/€gr®i transactions on behalf of
customers on a fully disclosed basis with a clearing brokeNge P The clearing broker-dealer
carries all of the accounts of the customers and maintgjgS\gM preserves all related books and
records as are customarily kept by a clearing broker-d %

A summary of the Company’s significant acco? icies are as follows:

Accounting policies: The Company followqgene¥ally accepted accounting principles (GAAP), as
established by the Financial Accoufig andards Board (the FASB) to ensure consistent
reporting of financial condition, resu

G cyations, and cash flows,

.
Cash and Cash Equivalents: Thx any considers all cash and money market instruments with
a maturity of ninety days or cash and cash equivalents.

The Company main Q\and deposits in a high credit quality financial institution. Balances
at times may exce rally insured limits.

Property and Equipment: Property and equipment are recorded at cost. Depreciation is provided
by use of straight-line methods over the estimated useful lives of the respective assets.
Maintenance and repairs are charged to expense as incurred; major renewals and betterments are
capitalized. When items of property or equipment are sold or retired, the related cost and
accumulated depreciation are removed from the accounts and any gain or loss is inchuded in the
results of operations. Depreciation expense for 2016 was $18,920.

Income Taxes: The Company has elected to be taxed as an S corporation whereby the income or
losses of the Company flow through to its members and no income taxes are recorded in the
accompanying financial statements.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Estimates: Management uses estimates and assumptions in preparing financial statements in
accordance with GAAP. Those estimates and assumptions affect the reported amounts of assets
and liabilities, and disclosures of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expense during the reporting period. Actual
results could vary from the estimates that were assumed in preparing the financial statements.

Revenue Recognition: Commission revenues and clearing expenses are recorded on a settlement-
date basis. Profit or loss arising from all securities transactions entgged{y@ for the account and
risk of the Company are recorded on a settlement-date basis. wtions recorded on a
settlement-date were not materially different from the trade-date ¥ @

Securities Transactions: Principal transactions and relatedk@and expenses are recorded at
fair value on a trade-date basis (as if they had settled). (Rm loss arising from all securities
transactions entered into for the account and risk of € ﬁ% y are recorded in trading revenue
in the statement of operations. Amounts receivab yable for securities transactions that

have not reached their contractual settlement ecorded net as receivable from clearing
broker on the statement of financial condition.

the date which the financial stateme ailable to be issued.
*

NOTE B —NET CAPITAL \\

The Company, as a regis erQer dealer is subject to the Securities and Exchange Commission
Uniform Net Capi@ e 15¢3-1), which requires the maintenance of minimum net capital

Date of Management’s Review: Subsx%:'ents were evaluated through February 27, 2017,
e

and requires that th! o of aggregate indebtedness to net capital, both as defined, shall not exceed
15to 1. At DecembeN3 1, 2016, the Company had net capital of $812,177, which was $616,896
in excess of its required net capital of $195,281 and its ratio of aggregate indebtedness to net capital
was 3.6 to 1.0.

NOTE C —LEASES
The Company leases its office facilities under an operating lease. The lease was amended effective

July 2016, to include an expansion of the original premises and an extension of the lease term to
2023.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE C — LEASES (CONTINUED)

At December 31, 2016, the future minimum lease payments under the office facilities lease are as
follows:

2017 $ 54,392
2018 66,735
2019 68,754

2020 70,831 @
2021 72,968 \
Thereafter 113.303 \O
Total 446,983 ,\@

The Company has an office premises lease that contaifs ds of free rent. The deferred rent
liability arose from allocation of the rent payment: ture periods to the free-rent period.

For financial reporting purposes, lease expens ized on a straight-line basis over the term
of the lease. Deferred rent is recognized for th ence between the recognized lease expense

and the rent paid over the term of the lease.
NOTE D - FINANCIAL INST, &TH OFF-BALANCE SHEET CREDIT RISK

As a securities broker, the 's engaged in buying and selling securities for a diverse group
of individuals and other e Company’s transactions are collateralized and are executed
with and on behal cy8tomers, including other brokers and dealers and other financial
institutions.

The Company introduces all customer transactions in securities traded on U.S. securities markets
to another firm on a fully disclosed basis. The agreement between the Company and its clearing
broker provides that the Company is obligated to assume any exposure related to non-performance
by customers or counter parties. The Company monitors clearance and settlement of all customer
transactions on a daily basis.

The Company’s exposure to credit risk associated with the non-performance of customers and
counter parties in fulfilling their contractual obligations pursuant to these securities transactions
can be directly impacted by volatile trading markets which may impair the customer’s or counter
party’s ability to satisfy their obligations to the Company. In the event of non-performance the
Company may be required to purchase or sell financial instruments at unfavorable market prices
resulting in a loss to the Company. The Company does not anticipate non-performance by
customers and counter parties in the above situations.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE D - FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK
(CONTINUED)

In the normal course of business, the Company’s customer activities 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 or other broker is unable to fulfill
its contracted obligations and the Company has to purchase or sell the financial instrument
underlying the contract at a loss. 04

NOTE E -FAIR VALUE

FASB ASC 820 defines fair value, establishes a framge measuring fair value, and
establishes a fair value hierarchy which prioritizes the i valuation techniques. Fair value
is the price that would be received to sell an asset transfer a liability in an orderly
transaction between market participants at the ent date. A fair value measurement

assumes that the transaction to sell the asset o e liability occurs in the principal market
for the asset or liability or, in the absence of a p§jgfciffal market, the most advantageous market.

Valuation techniques that are consist %e market, income or cost approach, as specified by

FASB ASC 820, are used to meas
®

The fair value hierarchy pnontl \e inputs to valuation techniques used to measure fair value

into three broad levels:

e Level 1 inpyfRaigydted prices (unadjusted) in active markets for identical assets or
liabilities tiR(mpany has the ability to access.

e Level 2 'mput Pare inputs (other than quoted prices included within level 1) that are
observable for the asset or liability, either directly or indirectly.

e Level 3 are unobservable inputs for the asset or liability and rely on management’s own
assumptions about the assumptions that market participants would use in pricing the asset
or liability.

The availability of observable inputs can vary from instrument to instrument and is affected by a
wide variety of factors, including, for example, the type of instrument, whether the instrument is
new and not yet established in the marketplace, the liquidity of markets, and other characteristics
particular to the instrument. To the extent that valuation is based on models or inputs that are less
observable or unobservable in the market, the determination of fair value requires more judgment.
Accordingly, the degree of judgment exercised in determining fair value is greatest for instruments
categorized in Level 3.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE E - FAIR VALUE (CONTINUED)

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, an instrument’s level within the fair value hierarchy is based on the
lowest level of input that is significant to the fair value measurement. The Company’s assessment
of the significance of a particular input to the fair value measurement in its entirety requires
judgment, and considers factors specific to the instrument.

The following section describes the valuation techniques used by t mpany to measure
different financial instruments at fair value and includes the level will fair value hierarchy
in which the financial instrument is categorized. Q

The following table presents the Company’s fair value §i r those assets and liabilities
measured at fair value as of December 31, 2016.

Fair Va%b
Me
D;% 1, Level 1 Level 2 Level 3
2086 Valuation Valuation  Valuation
Assets:

Securities owned: . 9\
State and municipal govemmew

\Q $ 2577051 $ - $2577.051 § -
Liabilities: 0

Securities sold, not y§purchased:
State and municipal government bonds $ 111,678 $ -3 111678 § -

Fair value of investments securities available for sale are determined by obtaining quoted prices
on nationally recognized securities exchanges when available. If quoted prices are not available,
fair value is determined using matrix pricing, which is a mathematical technique used widely in
the industry to value debt securities without relying exclusively on quoted prices for the specific
securities but rather by relying on the securities’ relationship to other benchmark quoted securities.

State and municipal government obligations which include U.S. Government securities and
Government-sponsored enterprises are stated at fair value based on third-party dealer quotes.
These financial instruments are classified in Level 2 of the fair value hierarchy.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE E — FAIR VALUE (CONTINUED)

The Company assesses the levels of the instruments at each measurement date, and transfers
between levels are recognized on the actual date of the event or change in circumstances that
caused the transfer in accordance with the Company’s accounting policy regarding the recognition
of transfers between levels of the fair value hierarchy. For the year ended December 31, 2016,
there were no transfers of securities between levels.

NOTE F — CLEARING BROKER AND CLEARANCE AGREEMENT

The Company has an agreement with a clearing broker to execute @on a fully disclosed
basis, customer accounts of the Company. In accordance with@z ement, the Company is
required to maintain a deposit in cash or securities. The ith its clearing broker is
refundable but, subject to offsets, if and when the Companyg mmg business with the clearing

broker. \

Amounts receivable from its clearing organization @m’ 31, 2016 consist of commissions
receivable and funds on deposit in various ac receivable is considered fully collectible
and no allowance is required.

Amounts payable to the clearing br ler at December 31, 2016 consists of margin debt
collateralized by securities owned. Tc) g1} debt bears interest at December 31, 2016 at 3.04%,

the federal funds rate plus 2.59/\

NOTE G — CONTINGENGQ

The Company is igation in the normal course of business. The Company has no
litigation in pro ecember 31, 2016.

NOTE H - INDEMNIFICATIONS

In the normal course of business, the Company enters into contracts that contain a variety of
representations and warranties that provide indemnifications under certain circumstances. The
Company’s maximum exposure under these arrangements is unknown, as this would involve
future claims that may be made against the Company that have not yet occurred. The Company
expects the risk of future obligation under these indemnifications to be remote.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE I-RELATED PARTY

During 2014, the members formed a limited liability company, FSPR, LLC, pursuant to the laws
of the Commonwealth of Puerto Rico. The Company and FSPR, LLC have entered into a
consulting agreement under the terms of which, the Company pays FSPR, LLC a minimum of
$120,000 monthly for services connected to the Company’s broker-dealer operations. The original

term of the agreement was for three months and was automatically renewed until either party
terminates the agreement in writing, as defined in the agreement.

The due to related party at December 31, 2016 arose from this consu@ngment.
A\
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