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OATH OR AFFHRMATION

{. John Halman o . swear (or affirm} that. 1o the best of
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Management of
First Southern Securities, LLC

Opinion on the Finoncial Statement

We have audited the accampanying statement of financial condition of First Southern Securities, LLC {the “Company”) as of
December 31, 2019, and the related notes icollectively 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. O
Company's financial statement based on our audit, We are a public accou
Accounting Oversight Board (United States) ("PCAOB"} and are required to be
accordance with the U.S. federal securities laws and the applicabie
Commission and the PCACB.

sponsibility is to express an opinion on the
g firm registafi@d with the Public Company
espect to the Company in

gulations e Securities and Exchange

We conducted our audit in accordance with the standards
audit to obtain reasonable assurance about whether the fina
error or fraud. The Company is not required 1o have, nor v
reporting. As part of our audit we are required to ob!

rds require that we plan and perform the
material misstatement, whether due to

we express no such opinion.

Our audit included performing procedures
to error or fraud, and performing procedures |
evidence regarding the amounts apd disclosures e find staterent. Our audit also included evaluating the accounting

{ ‘g,emn:, as well as evaluating the overall presentation of the financial
statement. We believe that oupr guGitg 5 iable basis for our opinion.

FEME, L

We have served as the Com

Chicago, lllinois

February 24, 2020

FEMK, LLC 333 W Wacker Drive, 6th Floor 2801 | akeside Drive

fgmk.com Chicago, IL 60606 Bannockburn, IL 60¢
31128184300 S47.374.0400




FIRST SOUTHERN SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

Cash and cash equivalents 3 328.008
Receivable from clearing broker 67,259
Deposit with clearing broker 1,330,617
Securities owned, at fair value 568,159
Due from related parties 23,429
Furniture, equipment and leasehold improvements, net of accun epreciation
amortization of $175,192 87,379
Right-of-use asset 206,156
Otherassets 33947
Total Assets 32,614,654
LIABILITIES MENGL RS PUITY
LIABILITIES

Due to clearing broker $ 637,533

Due to related parties 15,000

Accounts payable and accrued ex 172,729

Lease hability 230.972

Total Liabiljg _1.056.234
MEMBERS' @

Total Memb @Equity _1.558.420

Total Liabilities and Members™ Equity $..26140604

The accompanying notes are an integral part of this financial statement.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT
December 31, 2019

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 ("SEC™). the Financial Industry Regulatory Authority and
the securities commissions of appropriate states.

tor customers located
yeated in Alpharetta, Georgia.

The Company's business is retail brokerage of marketable sec
throughout the United States. The Company operates from offic

of Rule 1588 3 of the Securities
> provisihs of that rule. The
Ractions on behalf of
1c clearing broker-dealer
serves all related books and

The Company operates under the provisions of paragraph (k)(2)
Exchange Act of 1934 and, accordingly, is exempt from 14y
requirements of paragraph (k)(2)(ii) provide that the Comy
customers on a fully disclosed basis with a clearing broker-
carries all of the accounts of the customers angmnaintains and
records as are customarily kept by a clearing brok galer.

NOTE B - SUMMARY OF SIGNIF i b

olicies are as follows:
Accounting policies: T

as established by the
reporting of finangj

s getlerally accepted accounting principles ("GAAPY),
Standards Board (the “FASB™) to ensure consistent

Cash and Cash
a maturity of nine

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

The Company maintainSg@pdemand deposits in high credit quality financial institutions. Balances
at times may exceed federally insured limits.

Furniture, Equipment and Leaschold Improvements: Property and equipment arc 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 Lo expense as incurred; major renewals
and betterments arc capitalized. When items of property or cquipment are sold or retired. the
related cost and accumulated depreciation are removed {rom 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 mcome or
losses of the Company [low through to its members and no income taxes are recorded in the
accompanying financial statements.



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT
December 31, 2019

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of 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 ol 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 reve
fair value on a trade-date basis (as if they had seuled). Profit §

C and expenses are recorded at
loss arisipgg from all securities
in trading revenue
s transactions that
ivable from clearing

have not reached their contractual settlement date are rec
broker on the statenient of financial condition.

Revenue from Contracts with Customers:

“ASC™y Topic 606 Revenue from
® recognition guidance requires that an

entity recognize revenue (o depi ' hised goods or services (o customers in an
amount that reflects the considera Fntity expects to be entitled in exchange for
those goods or services. The guidancd ntity to follow a five step model to (a) identify
the contract(s) with a ¢ e performance obligations in the contract, (¢)
determine the transacti the transaction price to the performance obligations in
the contract, and ( en (or as) the entity sutisfies a performance obligation.

n price ntity may include variable consideration only to the extent
ificant reversal in the amount of cumulative revenue recognized would
ainty associated with the vasiable consideration is resolved.

that it is probabN
not occur when thS

The recognition and m&@urement 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 inchude,

Trading, Commissions and Fees ((Gross):

The Company earns brokerage fees from its contracts with brokerage customers (o transact on their
account, Fees are transaction based, including trade execution services, and are recognized at the



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT
December 31, 2019

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

point in time that the transaction is executed (i.e. the trade date). This includes riskless principal
(zovernment and corporate bonds) transactions in which the Company receives a buy order from
a customer and the Company purchases the security from another person or entity to offset the sale
to the customer. Company buys the bond at a lower price than it sells it. The riskless principal
revenue is carned at the time the transaction is executed. Mutual Funds or pooled investment
vehicles (collectively, "funds") have entered into agreements with thedaggupany to distribute/sell its
shares to investors. Fees are paid up front and over time (12b-1 feegPh the basis of a contractual rate
applied to the monthly or quarterly market value of the fund (th alue ["NAVT]), the
fund may also pay, upon investor exit from the fund (that is, erred sales charge
[*CDSC™]), or as a combination thereof. Revenue is recog iy es are provided.

Underwriting Commissions:

These services include agreements to provide advi customers for which they charge
the customers fees. The Company providessiasory es/@Phorate finance activity including

mergers and acquisitions, reorganizatiog
the pricing of securities to be issued.

Accounts Receivable: The Compe B(US L
received at the time they are consi ) Yaib~cnt unconditional rights to consideration. are
recorded as a receivable.

Recent Accounting
[Ipdate (“ASU’
transparency a
liabilities on the be
qualitative and quan
measurement of impactC

LeaS opic 842). FASB issued ASU 2016-02 to increase
sility among organizations by recognizing lease assets and lease
reel and disclosing key information aboul leasing arrangements. Certain
ive disclosures are required, as well as a retrospective recognition and
vases. Management adopted this standard effective January 1, 2019.

NOTE C — NET CAPITAL

The Company. as a registered broker dealer is subject to the SEC Uniform Net Capital Rule (Rule
15¢3-1), which requites the maintenance of miohmum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December 31,
2019, the Company had net capital of $1,007.476, which was $907.476 in excess of its required
net capital of $100,000 and its ratio ol aggregate indebtedness to net capital was 0,01 to 1.0,



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT
December 31, 2019

NOTE D — LEASES

The Company recognizes and measures its leases in accordance with FASB ASC 842, Leases. The
Company is a lessee in & non-cancelable operating lease, for office space. The Company
determines if an arrangement is a lease, or contains a lease, at inception of a contract and when the
terms of an existing contract are changed. The Company recognizes 4 leasc liability and a right-
of-use (ROU) asset at the commencement date of the lease. The lease liability is initially and
subsequently recognized based on the present value of its fut ase payments. Variable
payments are included in the future lease payments when those g 1able payments depend on an
index or rate. The discount rate is the implicit rate if it is readlly determinggle or otherwise the
Company uses its incremental borrowing rate. The Company h al the implicit rate
tal borrowing rate
: ¥es. The Company’'s
incremental borrowing rate for a lease is the rate ol interest it Wigghdl have 1o pay ona collateralized

i throughout the lease term at the

economic environment. The ROU asset is subseq
L remaining lease payments), plus

amount of the remeasured lease liability
any impairment recognized. Lease cog

The Company’'s
financial or coven?

@01 include termination options for either party 10 the lease or restrictive
, avments due under the lease contracts include fixed payments plus, for
many of the Compan¥gleases. variable payments. The Company s office space leases require it
to make variable paymengyor the Company 's proportionate share of the building’s property taxes.
insurance. and common area maintenance. These variable lease payments are not included in lease
payments used to determine lease liability and are recognized as variable costs when incurred.

The components of lease cost for the year ended December 31, 2019 are as follows:

Amounts reported in the consolidated balance sheet as of December 31, 2019 were as follows:
Operating leases:
Operating lease ROU assels _ $206,156
Operating lease liabilities 230,972



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT
December 31, 2019

NOTE D — LEASES (CONTINUED)
Other information related 1o leases as of December 31, 2019 was as follows:
Supplemental cash flow information:
Cash paid for amount included in the measurement of lease liabilities:
Operating cash flow from operating leases $ 68,754

ROU assets obtained in exchange for lease obligations:
Operating leases

Weighted average remaining lease term:
Operating leases

Weighted average discount rate:
Operating leases

0%

Amounts disclosed for ROU assets ol
ROU assets resulting from reductio
from the carrying amount of
TEASSESSMEnts.

ease obligations and reductions to
inciude amounts added to or reduced
from new leases, lease modification or

Maturities of lease liabili celable operating leases as of December 31, 2019 are

as follows:

2020 $70.831
2021 i 72,968
12022 75,165
| 2023 38.139
' Sub-total g 257,103
| (Less imputed interest) (26,131)
| Total . = 230,972

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 behall of its customers, including other brokers and dealers and other financial
institutions,



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT
December 31, 2019

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 & fully disclosed basis. The agreement between the Company and its clearing
hroker 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.

of customers and
rities transactions

can be directly impacted by volatile trading rnarkets whi ay ir omer’s or counter
party’s ability to satisfy their obligations to the Company. on-performance the
Company may be required to purchase or sell financial instruriiggs at unlavorable market prices

resulting in a loss to the Company. The Cc icipatc non-performance by

settlement, and financing of various cf s rd¥sactions. These activities may ¢xpose
the Company to off-balance-sheelgusk 1 % 8 ustomer or other broker is unable 1o fulfill
its contracted obligations and 1ho@gmpA @V purchase or sell the financial instrument
underlying the contract at a loss. ‘

NOTE F - FAIR VALUE

FASB ASC 82
establishes a fal
is the price that W

bir Vo @S (ablishes u frumework for measuring fair value, und
8. chy which prioritizes the inputs to valuation techniques. Fair value
Re received to sell an asset or paid to transfer a liability in an orderly
transaction between Wgket participants at the measurement date. A fair value measurement
assumes that the transac¥@ to sell the asset or transfer the liability occurs in the principal market
for the assel 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.

The fair valuc hicrarchy prioritizes the inputs to valuation techniques used to measure fair valuc
into three broad levels:

e Level 1 inputs are quoted prices (unadjusied) in active markets for identical assets or
liabilities the Company has the ability to access.

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



FIRST SOUTHERN SECURITIES, LLC
NOTES TO FINANCIAL STATEMENT
December 31, 2019

NOTE F — FAIR VALUE OF ASSETS AND LIABILITIES (CONTINUED)

-

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 ol instr ‘hether the instrument is
new and not vet established in the marketplace, the liquidity of @farkets, and other characteristics
particular to the instrument. To the extent that valuation is bas@ on models @inputs that are less
observable or unobservable in the market, the determinatign of value req@ifes more judgment.
Accordingly, the degree of judgment exercised in determi ; i test for instruments
categorized in Level 3.

measured at {ag December 31, 2019,
Total
December 31,
Level ! __Level 2 Level3 2019
Assets:
Securities owned:
State and municipal government bonds  $ - 3. 568,159 % o8 OSB8I0

Fair value of investments securities availabie 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 mutrix pricing, which is « mathematical technique used widely in
the industry to value debt securities without relying exclusively on quoted prices lor the specific
securities but rather by relving on the securities” relationship to other benchmark quoted securities.



FIRST SOUTHERN SECU RITIES, LLC
NOTES TG FINANCIAL STATEMENT
December 31, 2019

NOTE F - FAIR VALUE OF ASSETS AND LIABILITIES (CONTINUED)

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.

The Company assesses the levels of the instrumenis at cach measurement date, and transfers
between levels are recognized on the actual date of the event or.g ¢ in circumstances that
caused the transfer in accordance with the Company’s accounting icy regarding the recognition
of transfers between levels of the fair value hicrarchy. For th@ear ended ddecember 31, 2019,
there were no transfers of securities between levels.

NOTE G ~ CLEARING BROKER AND CLEARANCE AG

The Compuny has an agreement with a clearing
basis, customer accounts of the Compan ySil
required 10 maintain o deposit in cagd#,
refundable but. subject to offsets, if arf@
broker. As of December 31, 201

sor L0 execyle and clear, on a fully disclosed

RanyCeases doing business with the clearing
@/clearing broker amounted to $1,330),617,

ccounts. The receivable is considered fulty collectible

receivable and funds on d s10 10 vario

and no allowance 18 requirec

r dealer at December 31, 2019 of $637,533 consists of
9y sccurities owned. The margin debt bears interest at the federal funds
ver 31, 20119) plus 2.5%.

Amounts payablg
margin debt collg
rate (4.25% as of D
NOTE H - CONTINGENBIES

The Company is subject to litigation in the normal course of business. The Company has no
litigation in progress at December 31, 2019,

NOTLE I~ INDUEMNIDICATIONS

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 ihese arrangements is unknown. as this would involve
tuture 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 STATEMENT
December 31, 2019

NOTE J - RELATED PARTIES

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 and assistance with market research and analysis with respect to prospective investments.

The agreement’s original term is one year and shall automatical
periods unless either party terminates with 90-days prior writt
commission share expenses during 2019 totaling dppm,\xmdt
outstanding payable as of December 31, 2019 was $ 158
parties.

tend for successive one-year
notice. ThgaCompany incurred
to FS LLC. The
in Due to related

ital Partners,

During 2009. the members formed Phoreys A
Jelaware 1i

Opportunities 1, LLC (the “Fund™), both owamze
Company executes substantially all of g
maintained at the Company and its ¢l
serves as the manager of the hmd pay reasonable expenses incurred in
the execution of securities transa hses billed by the Company to the Manager
and the Fund. The outstanding rece B @Wher 31, 2019 was 81,494, is included in Due

", ("Manager™) and Phorcys

transactions through accounts
dian, Hilltop Securities. Manager

During 2017, the mgmbeRN
Management, LLC
company. The L
Investment Adv

LLC, formerly named First Southern Assct
of the State of Georgia, as an Investment Advisor

tstanding reccivable as of December 31, 2019 was $21,635.
NOTE K ~ LINE OF
The Cormpany had a line of credit agreement with o bank of 3300.,000, which expired February 21,
2019. There were no borrowings against the line of credit at December 31, 2019, The members let
the line expire without renewal.

NOTI L. -~ SUBSEQUINT EVENTS

The Company is selling its business lines to First Southern, LLC (“FS LLC™). a related party. The
Company will maintain status as a broker dealer and continue to operate, effective in 2020. The

Company will maintain its current business lines with FINRA,

Date of Management's Review: Subsequent events were evaluated through February 24, 2020
the date which the financial statements were available o be issued.




