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[] (f) Statement of Changes in Liabilities Subordinated to C il&Cred

[] (2) Computation of Net Capital.
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Computation for Determination of the Reserve Requirements Under

D (k) A Reconciliation between the audited and unaudited Statements of |
consolidation.
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(m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to exist or found

** [or conditions of confidential treatment of certain portions of this filing,
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Identifying opportunities.
Delivering solutions.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members of
First Southern Securities, LLC

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of First Southern Securities, LLC (the “Company”) as of
December 31, 2017, and the related notes (collectively referred to as the “financial statement”). In our opinion, the financial
statement presents fairly, in all material respects, the financial position of the Company as of December 31, 2017, in conformity

with accounting pri%enerally accepted in the United States of America.

Basis for Opinion

This financial statement i§ the ponsibility of the Company’s management. Our responsibility is to express an opinion on the
Company’s financial stat on our audit. We are a public accounting firm registered with the Public Company
Accounting Oversight Board tates) (“PCAOB”) and are required to be independent with respect to the Company in
accordance with the U.S. fede rities laws and the applicable rules and regulations of the Securities and Exchange

Commission and the PCAOB.

We conducted our audit in accordance withi the s ards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance abou er the financial statement is free of material misstatement, whether due to
error or fraud. Our audit included performing pfecedures to assess the risks of material misstatement of the financial statement,
whether due to error or fraud, and performing proced at respond to those risks. Such procedures included examining, on
a test basis, evidence regarding the amounts and dis€losures in the financial statement. Our audit also included evaluating the
accounting principles used and significant estimates made b gement, as well as evaluating the overall presentation of the
financial statement. We believe that our audit provides a reason@ble’basis for our opinion.

FEMK (L c

We have served as the Company’s auditor since 2015.

Chicago, lllinois ;
February 28, 2018 <

FGMK, LLC 333 W. Wacker Drive, 6th Floor 2801 Lakeside Drive, 3rd Floor

fgmk.com Chicago, IL 60606 Bannockburn, IL 60015
312.818.4300 847.374.0400




FIRST SOUTHERN SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2017
ASSETS

Cash and cash equivalents $ 288,112
Receivable from clearing broker 22,247
Deposit with clegring broker 1,265,551
Securities ow fair value 2,796,330
Furniture, e nd leasehold improvements, net of accumulated depreciation

amortization o 5 130,046

Other assets 97.497

Total Assets 6(/ $4,599.783

LlAB@éﬂAND MEMBERS’ EQUITY
Due to clearing broker 4 $ 2,869,431

LIABILITIES
Accounts payable and accrued expenses 196,244

Securities sold, not yet purchased, at fair value; 5,229
Due to related party 98,525
Deferred rent 39,469

Total Liabilities i/( 3.208.898

MEMBERS’ EQUITY fy
Total Members® Equity @( 1.390.885
6@ 4,599,783

Total Liabilities and Members® Equity

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



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2017

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.

usiness is retail brokerage of marketable securities for customers located
pates. The Company operates from offices located in Alpharetta, Georgia.

The Compafly's
throughout the Uni

e provisions of paragraph (k)(2)(ii) of Rule 15¢3-3 of the Securities
C

Exchange Act of 1934 aifd, ord'ngly, is exempt from the remaining prov1310ns of that rule. The
requirements of paragraph (k) D!
customers on a fully disclose with a clearing broker-dealer. The clearing broker-dealer

ers and maintains and preserves all related books and

records as are customarily kept by a earini broker-dealer.

A summary of the Company’s significant ccountm policies are as follows:

Cash and Cash Equivalents: The Company considers all c ' money market instruments with
a maturity of ninety days or less to be cash and cash equivale ;

The Company maintains its demand deposits in a high credit quallty institution. Balances
at times may exceed federally insured limits. \ 4

Property and Equipment: Property and equipment are recorded at cost. Deprg
by use of straight-line methods over the estimated useful lives of the "¢ spective 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 included in the
results of operations. Depreciation expense for 2017 was $27,303.

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, 2017

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 @om the estimates that were assumed in preparing the financial statements.

Revenue Recogni@ommission revenues and clearing expenses are recorded on a settlement-
date basis. Transactieffs ded on a settlement-date were not materially different from the trade-

date basis.
Securities Transactions: P{mf sactions and related revenues and expenses are recorded at
fair value on a trade-date basiS (@s if they had settled). Profit and loss arising from all securities
transactions entered into for the up#and risk of the Company are recorded in trading revenue
in the statement of operations. Amefints rdteivable and payable for securities transactions that

have not reached their contractual settler te are recorded net as receivable from clearing
broker on the statement of financial condffion.

Recent Accounting Pronouncements: In Febru 16, FASB issued ASU 2016-02, Leases
(Topic 842). FASB issued ASU 2016-02 to inCr ansparency and comparability among
organizations by recognizing lease assets and lease [1abilg#fG8 on the balance sheet and disclosing
key information about leasing arrangements. Certain qualifati¥€ and quantitative disclosures are
required, as well as a retrospective recognition and meas t of impacted leases. The new
guidance is effective for fiscal years and interim periods Wjthin those years beginning after
December 15, 2019, with early adoption permitted. Manage&grently evaluating this

standard.

In May 2014, the Financial Accounting Standards Board (“FASB”) issuedfAccoghfing Standards
Update (“ASU”) 2014-09, Revenue from Contracts with Customers (Topic is ASU is a
comprehensive new revenue recognition model that requires a company to redggnize revenue to
depict the transfer of goods or services to a customer at an amount that reflects the consideration
it expects to receive in exchange for those goods or services. In August 2015, FASB issued ASU
2015-14, Revenue from Contracts with Customers (Topic 606): Deferral of the Effective Date,
which deferred the effective date of ASU 2014-09 to reporting periods beginning after December
15, 2018. Early adoption is permitted for reporting periods beginning after December 15,
2016. Companies may use either a full retrospective or a modified retrospective approach to adopt
this ASU. Management is currently evaluating this standard, including which transition approach
to use.




FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

In March 2016, FASB issued ASU 2016-08, Revenue from Contracts with Customers (Topic 606):
Principal versus Agent Considerations (Reporting Revenue Gross versus Net). The amendments
are intended to improve the operability and understandability of the implementation guidance on
principal versus agent considerations. The effective date for this ASU is the same as the effective
date for ASU%OQ Management is currently evaluating this standard.

NOTE B— NET CAP

The Company, as a registered(@aler is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (Rule -3, which requires the maintenance of minimum net capital

and requires that the ratio of aggregat€indebfedness to net capital, both as defined, shall not exceed
15to 1. At December 31, 2017, the Com ad net capital of $424,656, which was $324,656
in excess of its required net capital of $10(;000 and its ratio of aggregate indebtedness to net capital

was 0.8 to 1.0.
NOTE C — LEASES L
The Company leases its office facilities under operating lg@iseg?” Bent expense for the year ended

December 31, 2017 was approximately $115,000. The leas amended effective July 2016, to

include an expansion of the original premises and an extensiomof ase term to 2023. A lease
was entered effective June 25, 2017 for premises in Guaynabo, Pu g0, with a lease term to

2022,

At December 31, 2017, the future minimum lease payments under the offi
follows:

1Ngies lease are as

Alpharetta Guaynabo
2018 $ 66,735 $ 34,873
2019 68,754 47,892
2020 70,831 49,329
2021 72,968 50,809
2022 75,165 32,353
Thereafter 38.139 -0-

Total $392.591 $235.236



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE C— LEASES (CONTINUED)

The Company has office premises leases that contain periods of free rent. The deferred rent
liability arose from allocation of the rent payments due in future periods to the free-rent period.
For financial repgrting purposes, lease expense is recognized on a straight-line basis over the term
of the lease.ed rent is recognized for the difference between the recognized lease expense

and the rent paid Ohe term of the lease.

NOTE D - FINANC {RUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

As a securities broker, the / is engaged in buying and selling securities for a diverse group
of individuals and other entiti s.@ompany’s transactions are collateralized and are executed
S

with and on behalf of its custo cluding other brokers and dealers and other financial

institutions. l

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

The Company’s exposure to credit risk associated with t -performance of customers and
counter parties in fulfilling their contractual obligations purstignt t se securities transactions
can be directly impacted by volatile trading markets which mayﬁet customer’s or counter
party’s ability to satisfy their obligations to the Company. In the @non-performance the
Company may be required to purchase or sell financial instruments a aybrable market prices
resulting in a loss to the Company. The Company does not anticipat§ no formance by
customers and counter parties in the above situations. &

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.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE E - FAIR VALUE

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and

establishes a fair value hierarchy which prioritizes the inputs to valuation techniques. Fair value

is the price that would be received to sell an asset or paid to transfer a liability in an orderly

transaction market participants at the measurement date. A fair value measurement

assumes thatthe on to sell the asset or transfer the liability occurs in the principal market
lity,

for the asset or li in the absence of a principal market, the most advantageous market.

Valuation techniques ~@‘
FASB ASC 820, are used

nsistent with the market, income or cost approach, as specified by
easyre fair value.

The fair value hierarchy priorfliZ€s th§ inputs to valuation techniques used to measure fair value
into three broad levels:

e Level 1 inputs are quoted pr1<es Husted) in active markets for identical assets or
liabilities the Company has the ability to access.

e Level 2 inputs are inputs (other thaﬁe prices included within level 1) that are
observable for the asset or liability, either@irgCtlyer indirectly.

e Level 3 are unobservable inputs for the asset (ﬁlity and rely on management’s own
pargic

assumptions about the assumptions that market % would use in pricing the asset
or liability.
The availability of observable inputs can vary from instrument {8 ifgffugagnt and is affected by a
wide variety of factors, including, for example, the type of instrum her the instrument is

new and not yet established in the marketplace, the liquidity of marke
particular to the instrument. To the extent that valuation is based on mod
observable or unobservable in the market, the determination of fair value re
Accordingly, the degree of judgment exercised in determining fair value is grea
categorized in Level 3.

ther characteristics
inguts that are less

t for instruments

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 the Company to measure
different financial instruments at fair value and includes the level within the fair value hierarchy
in which the financial instrument is categorized.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE E - FAIR VALUE (CONTINUED)

The following table presents the Company’s fair value hierarchy for those assets and liabilities
measured at fair value as of December 31, 2017.

A Fair Value
Measurements
O December 31, Level 1 Level 2 Level 3
@ 2016 Valuation  Valuation _Valuation

Assets:
Securities owned: (n/
State and municipal governnienf’bongds
$ 2796330 $ - $2,796330 $ -

Liabilities: F

Securities sold, not yet purchased:
State and municipal government bonds 9 % -$ 5229 % -

ermined by obtaining quoted prices
f,quoted prices are not available,
atical technique used widely in

Fair value of investments securities available for sale
on nationally recognized securities exchanges when avail
fair value is determined using matrix pricing, which is a
the industry to value debt securities without relying exclusiv

on giwted prices for the specific
securities but rather by relying on the securities’ relationship to 0&1 ark quoted securities.
I

State and municipal government obligations which include U.S. ent securities and
Government-sponsored enterprises are stated at fair value based on thigd-pa ealer quotes.
These financial instruments are classified in Level 2 of the fair value hierar

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, 2017,
there were no transfers of securities between levels.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE F — CLEARING BROKER AND CLEARANCE AGREEMENT

The Company has an agreement with a clearing broker to execute and clear, on a fully disclosed
basis, customer accounts of the Company. In accordance with this agreement, the Company is
required to maintain a deposit in cash or securities. The deposit with its clearing broker is

refundable but, sybject to offsets, if and when the Company ceases doing business with the clearing
broker. As c%’nber 31, 2017 the deposit with the clearing broker amounted to $1,265,551.

Amounts receiva@\ its clearing organization at December 31, 2017 consist of commissions
receivable and fun sit in various accounts. The receivable is considered fully collectible

margin debt collateralized by”sg€uritles owned. The margin debt bears interest at 3.04%, the

and no allowance is r A
Amounts payable to the c{;% ker dealer at December 31, 2017 of $2,869,431 consists of
&

federal funds rate plus 2.5% as o

(ber 31,2017.
NOTE G — CONTINGENCIES };

The Company is subject to litigation in the course of business. The Company has no
litigation in progress at December 31, 2017.

NOTE H — INDEMNIFICATIONS

In the normal course of business, the Company enters j/ tracts that contain a variety of

representations and warranties that provide indemnification§gnderggrtain circumstances. The
Company’s maximum exposure under these arrangements is

as this would involve
future claims that may be made against the Company that have not rred. The Company
expects the risk of future obligation under these indemnifications to b

NOTE I - RELATED PARTY

During 2014, the members of the Company 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 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
Company paid consulting fees during 2017 totaling approximately $928,000 to FSPR, LLC.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2017

NOTE I - RELATED PARTY (CONTINUED)

During 2016, the members formed a limited liability company, First Southern LLC (“FS LLC”), a
registered Broker-Dealer, pursuant to the laws of the Commonwealth of Puerto Rico. The
Company and FS LLC entered into a commission sharing agreement for services connected to the
Company’s broker-dealer operations. Such services are with respect to the Company’s investment
activities an%nce with market research and analysis with respect to prospective investments.

The agreement’s gfigi
periods unless ei
commission share du

term is one year and shall automatically extend for successive one-year
D & terminates with 90-days prior written notice. The Company paid
ig 3¢ 3 totaling approximately $510,000 to FS LLC.

The due to related party atNDe r 31, 2017 arose from this consulting arrangement and this
commission sharing arrangen€n



