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OATH OR AFFIRMATION

1, John Holman , 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 , as
of _December 31 ,20 18 , 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:

p!

Sigﬁgture

%,
% Soeee’
“s,, COUNTY:
is report ** contains (check all applicable Botpgpran\®
(a) Facing Page.
(b) Statement of Financial Condition.
(¢) Statement of Income (Loss) or, if there is oth
of Comprehensive Income (as defined in §210.1-8
(d) Statement of Changes in Financial Conditi
(¢) Statement of Changes in Stockholders’ Equ
{(fy Statement of Changes in Liabilities Subordin

Th
|
L]
ﬂ g) Computation of Net Capital.
[
O
[ |
L]

(h) Computation for Deterpaifi
(i) Information Relatingflo”

()

(k) A Reconciliation b& udited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(m) A copy of the SIPC Suppleir

(n) A reportdescribing any materiaffiadequacies 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)(3).



FIRST SOUTHERN SECURITIES, LLC
Separately Bound
Statement of Financial Conditio
For the Year Ended
December 31,
With
Repert of Independent Register

Filed as PUBLIC Information pursuant to Rule 17a-5(d) under the Securities Exchange Act
of 1934,



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Management 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, 2018, 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, 2018, in conformity
with accounting principles generally accepted in the United States of America.

Basis for Opinion
This financial statement is the responsibility of the Company’s management. Our re
Company's financial statement based on our audit. We are a public accounting
Accounting Oversight Board (United States) (“PCAOB”) and are requ -
accordance with the U.S. federal securities laws and the applicabl
Commission and the PCAOB.

fity is to express an opinion on the
m registered with the Public Company

the purpose of expressing an opinion on the effectivene
we express no such opinion.

Our audit included performing procedures to assess
to error or fraud, and performing procedure
evidence regarding the amounts. aad discl8
principles used and significar stinm
statement. We believe thag@ur W :a8enablé Basis for our opinion.

jaFmisstatement of the financial statement, whether due
sks. Such procedures included examining, on a test basis,

FEME, ([ CQ

We have served as the Company or since 2015.

Chicago, Illinois
March 1, 2019

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

femk.com ¢ 0, IL 60606 Hannockburn, Il 60015
: 847.374.0400




FIRST SOUTHERN SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2018
ASSETS
Cash and cash equivalents $ 194,234
Receivable from clearing broker 34.969
Deposit with clearing broker 1,296,355
Securities owned, at fair value 2,214,154
Due from related parties 35,301

Furniture. equipment and leasehold improvements, net of accumulated depreciation
amortization of $139,225 g
Otherassets

93,345
40.870

Total Assets

LIABILITIES AND

LIABILITIES
Due to clearing broker
Accounts payvable and accrued exp
Deferred rent

Total Liabilitigss§
MEMBERS’ EQUf}

Total Mem

Total Liabilities and Men

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




FIRST SOUTHERN SECURITIES, L1.C
NOTES TO FINANCIAL STATEMENTS
December 31, 2018

NOTE A — DESCRIPTION OF BUSINESS

Oreanization 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 paragra i) of Rule 15@3-3 of the Securities

Exchange Act of 1934 and, accordingly, is exempt from*¥he rema s of that rule. The
requirements of paragraph (k)(2)(ii) provide that tf&Comgdhy c ctions on behalf of

customers on a fully disclosed basis with a clearin
carries all of the accounts of the customers and main
records as are customarily kept by a clearing brok

earing broker-dealer
eserves all related books and

NOTE B - SUMMARY OF SIGNIFICAN']

A summary of the Company’s significan cies are as follows:
Accounting policies: , ally accepted accounting principles (“GAAP™),
as established by i / ' ndards Board (the “FASB”™) to ensure consistent

reporting of fing rations, and cash flows.

Cash and Cash Equ
a maturity of ninety da

¢ The Company considers all cash and money market instruments with
less to be cash and cash equivalents.

The Company maintains its demand deposits in a high credit quality financial institution. Balances
at times may exceed federally 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 included in the
results of operations.

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, LL.C
NOTES TO FINANCIAL STATEMENTS
December 31, 2018

NOTE B — 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.

Securities Transactions: Principal transactions and related revenues and expenses are recorded at
fair value on a trade-date basis (as if they had settled). Profit anc fising from all securities
in trading revenue
$ transactions that
have not reached their contractual settlement da e 1e od REhas able from clearing
broker on the statement of financial condition. ’

Recent Accounting Pronouncements: 1 ALy, Sk ied ASU 2016-02, Leases
(Topic 842). FASB issued ASU 201
organizations by recognizing lease assels a
key information about leasing arrangement
required, as well as a retrospective ree
guidance is effective for fiscal years
December 15, 2019, with earlyé
standard. '

he balance sheet and disclosing
tative and quantitative disclosures are
purement of impacted leases. The new
ds within those years beginning after
Management is currently evaluating this

Implementatio ontracts with Customers:

Effective January the Company adopted ASC Topic 606 Revenue from Contracts with
Customers (“ASC Topi@07"). The new revenue recognition guidance requires that an entity
recognize revenue to dep e transfer of promised goods or services to customers in an amount
that reflects the consideratiomto which the entity expect to be entitled in exchange for those goods
or services. The guidance requires an entity to follow a five step model to (a) identify the
contract(s) with a customer, (b) identify the performance obligations in the contract, (¢) determine
the transaction price, (d) allocate the transaction price to the performance obligations in the
contract, and (e) recognize revenue when (or as) the entity satisfies a performance obligation. In
determining the transaction price, an entity may include variable consideration only to the extent
that it is probhably that a significant reversal in the amount of cumulative revenue recognized would
not occur when the uncertainty associated with the variable consideration is resolved. The
Company applied the modified retrospective method of adoption which resulted in no cumulative
adjustment to member's equity as of january 1, 2018. Reported financial results for historic periods
were not restated and are reported under The Accounting Standards in effect during the historic
period. Refer to the company’s audited financial statements for the year ended December 31, 2017
for discussion related to the Company’s previots revenue recognition policies.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2018

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The recognition and measurement of revenue is based on the assessment of individual contract
terms. Significant judgement is required to determine whether performance obligations are
satisfied at a point in time or over time; how to allocate transaction prices where multiple
performance obligations are identified; when to recognize revenue based on the appropriate
measure of the Company’s progress under the contract; and whether constraints on variable
consideration should be applied due to uncertain future events.

Services within the scope of ASC 606 include,

Trading. Commissions and Fees (Gross):

The Company earns brokerage fees from its contracts
account. Fees are transaction based, including trade exce
in time that the transaction is executed. (i.e.,
(government and corporate bonds) trans@ésion

A customer and the Company purchases th nother person or entity to offset the
sale to the customer. Company buys the ) e than it sells it. The riskless principal

These services i
the customers fees
mergers and acquisiiy
the pricing of securitie

pany provides advisory services/corporate finance activity including
rganizations, tender offers, leveraged buyouts, fundraising activity and
e issued.

Mutual Fund (pooled investri¥eént vehicles) and 12b-1 fees:

Mutual Funds or pooled investment vehicles (collectively, "funds") have entered into agreements
with the Company to distribute/sell its shares to investors. Fees are paid up front and over time (12b-
1 fees) on the basis of a contractual rate applied to the monthly or quarterly market value of the fund
(that is, net asset value [“NAV™]), the fund may also pay, upon investor exit from the fund (that is, a
contingent deferred sales charge [“CDSC”]), or as a combination thereof. Revenue is recognized
monthly ag cervices are provided.

Date of Management’s Review: Subsequent events were evaluated through March 1. 2019, the
date which the financial statements were available to be issued.




FIRST SOUTHERN 5ECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2018

NOTE C —NET CAPITAL

The Company, as a registered broker dealer is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital
and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed
15to 1. At December 31, 2018, the Company had net capital of $287,124, which was $187,124
in excess of its required net capital of $100,000 and its ratio of aggregate indebtedness to net capital
was 0.63 to 1.0.

NOTE D — LEASES

The Company leases its office facilities under operatin Se for the year ended
December 31, 2018 was approximately $67,000. @ effective July 2016. to
include an expansion of the original premises and E 1 rm to 2023.

At December 31, 2018, the future minimum leasg
follows: N

2019
2020
2021
2022
2023

The Company has o remises leases that contain periods of free rent. The deferred rent
liability arose from allocati@m of the rent payments due in future periods to the free-rent period.
For financial reporting purposts, lease expense is recognized on a straight-line basis over the term
of the lease. Deferred rent is recognized for the difference between the recognized lease expense
and the rent paid over the term of the lease.

NOTE E - FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

As a securities broker. the Company is engaged in buying and selling securities for a diverse group
of individuals and other entities. The Company’s transactions are collateralized and are executed
with and on behalf of its customers, including other brokers and dealers and other financial
institutions.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2018

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

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 nonyfféffhance of customers and
counter parties in fulfilling their contractual obligations suant urities transactions
can be directly impacted by volatile trading markets wm omer’s or counter
party’s ability to satisfy their obligations to the Cq dn-performance the
Company may be required to purchase or sell financt vorable market prices
resulting in a loss to the Company. The Company icipate non-performance by
customers and counter parties in the above situatj

In the normal course of business, the
settlement. and financing of various cust
the Company to off-balance-sheet-risk §
its contracted obligations and the Com]%
underlying the contract at a loss

activities involve the execution.,
sactions. These activities may expose
mer or other broker is unable to fulfill
urchase or sell the financial instrument

NOTE F - FATR

FASB ASC 820 d&

air value, establishes a framework for measuring fair value, and
establishes a fair value®

i8archy which prioritizes the inputs to valuation techniques. Fair value
is the price that would b eived to sell an asset or paid to transfer a liability in an orderly
transaction between market¥participants at the measurement date. A 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 a principal market, the most advantageous market.

Valuation techniques that are consistent with the market, income or cost approach, as specified by
FASB ASC 820, are used to measure fair value.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2018

NOTE F ~ FAIR VALUE (CONTINUED)

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value
into three broad levels:

e Level | inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Company has the ability to access.

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

e Level 3 are unobservable inputs for the asset ilityf@hd rely oggimanagement’s own
assumptions about the assumptions that market i
or liability. "

The availability of observable inputs can vary from ins
wide variety of factors, including, for example

new and not yet established in the mark :
particular to the instrument. To the extent™ | on models or inputs that are less
observable or unobservable in the mark ‘ of fair value requires more judgment.
Accordingly, the degree of judgment ex€fisec ing fair value is greatest for instruments
categorized in Level 3.

, whether the mstrument is
parkets, and other characteristics

In certain cases, the i ¢ may fall into different levels of the fair value

hierarchy. In suc ] ¢l within the fair value hierarchy is based on the
lowest level of / air value measurement. The Company’s assessment
of the significan tcular inpui to the fair value measurement in its entirety requires

judgment, and consid tors specific to the instrument.

The following section ibes 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.

The following table presents the Company’s fair value hierarchy for those assets and liabilities
measured at fair value as of December 31, 2018.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2018

NOTEF - FAIR VALUE (CONTINUED)

Fair Value

Measurements
December 31, TLevel 1 Level 2 Level 3
2018 Valuation Valuation  Valuation

Assets:

Securities owned:
State and municipal government bonds
$ 221418

Fair value of investments securities available for sale &
on nauonalh reu),c_.nued securmt‘s cxchanges W il:

atical technique used widely in
ively on quoted prices for the specific
b to other benchmark quoted securities.

thc. mdusuy to value debt sccurmcs w1th
securities but rather by relying on the sec

State and municipal government obligati@is clude U.S. Government seccuritics and
Government-sponsored enterpri e statS@mat fair value based on third-party dealer quotes.
These financial instr % 2 of the fair value hierarchy.

: uments at each measurement date, and transfers
| on the actual date of the event or change in circumstances that
ance with the Company’s accounting policy regarding the recognition
, of the fair value hierarchy. For the year ended December 31, 2018,
@uritics between levels.

The Company
between levels a
caused the transfer
of transters between 1688
there were no transfers o

NOTE G - 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 depowsit in cash or securities. The deposit with its clearing broker is
refundable but, subject to offsets, if and when the Company ceases doing business with the clearing
broker. As of December 31, 2018 the deposit with the clearing broker amounted to $1.296.355.

Amounts receivable from its clearing organization at December 31, 2018 consist of commissions
receivable and funds on deposit in various accounts. The receivable is considered fully collectible
and no allowance is required.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2018

NOTE G - CLEARING BROKER AND CLEARANCE AGREEMENT (CONTINUED)

Amounts payable to the clearing broker dealer at December 31, 2018 of $2,225.813 consists of
margin debt collateralized by securities owned. The margin debt bears interest at the federal funds
rate (3.04% as of December 31, 2018) plus 2.5%.

NOTE H - CONTINGENCIES

The Company is subject to litigation in the normal coprse of
litigation in progress at December 31, 2018.

Company has no
NOTE I - INDEMNIFICATIONS

(umpam maximum Pxpo»surt, under
future claims that may be made agains ave not yet occurred. The Company

ations to be remote.

During 2016, the
registered Broker-1
Company and FS LLC
Company’s broker-deale
activities and assistance wit

ned a limited liability company, First Southern LLC (“FS LLC™)

ursuant to the: laws of the Commonwealth of Puerto Rico. The
red into'a commission sharing agreement for services connected to the
Berations. Such services are with respect to the Company’s investment
arket research and analysis with respect to prospective investments.

The agreement’s original term is one year and shall automatically extend for successive one-year
periods unless either party terminates with 90-days prior written notice. The Company incurred
commission share expenses during 2018 totaling app: ovmmtc’ $1.476,801 to FS LLC.

The outstanding receivable as of December 31. 20 18 “was $3._145, is included in Due from related
parties, which arose from this consulting arrangement and this commission sharing arrangement.

During 2014, the members formed a limijted liabilitvcompany, I SP.{ LLC, pursuant to the laws
of the commonw ealth of Puerto Rico. 1 he Lompanv and F SPR LLC previously had a consulting
agreement under terms of which, the Com pany paic F SPR. LLC for services connected to the
Company’s broker-dealer operations. T hf,rc_ is a rec mxabm ouv;iandmg, from FSPR,LLC as a



| FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2018

NOTE J - RELATED PARTIES (CONTINUED)

result of transactions related to this prior agreement. The outstanding receivable as of December
31, 2018 was $20,929, is included in Due from related parties. This balance due to the Company
is expected to be fully repaid during 2019. :

During 2009, the members formed Phorcys Capital Partners, LLC, (“Manager™) and Phorcys
Opportunities I, LLC (the “Fund™), both organized as Delaware Limited Liability Companies. The
Company executes substantially all of the Fund's securities transactions through accounts
maintained at the Company and its clearing broker and custo p Securities. Manager
serves as the manager of the Fund. The Manager and Eund payfi€asonable gxpenses incurred in
the execution of securities transactions, including expenses billed
and the Fund. The outstanding receivable as of Deg ‘
from related parties, and arose from this arrangen

During 2017, the members formed FSAM
Management, LLC, pursuant to the 1488, of;
company. The Due from related party ¢
Investment Advisor. The outstanding regeiva

med First Southern Asset
as an Investment Advisor

amber 31, 2018 was $23,352.

NOTE K ~LINE OF CREDIT

The Company ha h a bank of $300,000. There were no borrowings
against the line, » or 32018, The line bears interest at the bank’s index rate.
The rate at Decer 18 was 6.60%. The line is reviewed annually and is due on demand.
The line expired F ,2019. The members intended to let the line expire without renewal.



