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OATH OR AFFIRMATION

Vij1y Kdfa swear or affirm that to the best of

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

F1xtrd LLC as

of flphr 31 20 are 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 customer except as follows

Non

gsa
KIRT BAROT

NotarY

PubncstateofNej
My Ccnmision ExpiresJuL 28

Title

Notary Public .v/ zx
This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Qianges in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation ofNet Capital tinder Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

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 240.1 7a-5e3
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INDEPENDENT AUDITORS REPORT

To Flextrade LLC

We have audited the accompanying statement of fmancial condition of Flextrade LLC as of

December 31 2008 that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act

of 1934 These financial statements are the responsibility of the Companys management 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 of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the fmancial statements are free of material misstatement

An audit includes examining on test basis evidence supporting the amounts and disclosures in

the financial statements An audit also includes assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall financial statement

presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the financial statement referred to above presents fairly in all material respects

the financial position of Flextrade LLC at December 31 2008 in conformity with accounting

principles generally accepted in the United States of America

AflCIUfl /2/OC4 ../4flCIUfl
LLP

New York New York

February 23 2009



FLEXTRADE LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

ASSETS

Cash 7858112

Accounts receivable net of $385000 allowance

for doubtful accounts 3484474

Total Assets 11342586

LIABILITIES AND MEMBERS EQUITY

Liabilities

Sales tax payable and accrued expenses 420266

Deferred revenues 4347419
Customer deposits 200500

Due to Parent 1123229

Total Liabilities 6091414

Commitments and Contingencies

Members Equity 5251172

Total Liabilities and Members Equity 11342586

See the accompanying Notes to the Statement of Financial Condition



FLEXTRADE LLC

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Flextrade LLC the Company was organized in New York on December 18

2000 as limited liability company The Company is wholly owned by Flextrade

Systems Inc the Parent The operating agreement provides for the Company to

continue until December 31 2040 unless dissolved sooner

Principal Business Activity

The Company licenses computer software primarily to security broker-dealers

located throughout the United States The softwares function is to carry out and

initiate orders to buy and sell securities The software routes an investors order to

the broker-dealer for purposes of executing and settling transactions and all other

elements of broker-dealer services The Parent provides customer support services

and performs other related administrative functions The Company is registered

with the Securities and Exchange Commission SEC and is member of the

Financial Industry Regulatory Authority

Financial Statement Estimates

The preparation of the statement of financial condition in conformity with generally

accepted accounting principles may require management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure

of contingent assets and liabilities at the date of the statement of financial condition

Actual results could differ from those estimates

Revenue Recognition

The Companys revenue from licensing agreements is based on the number of

shares traded through the use of the licensed software and recognized when the

trades occur Upfront fees from customers are deferred and recognized over the life

of the contract Some agreements may provide for maximum annual fee payable

by customer In such cases if the Company estimates that the volume of shares

traded will result in the maximum being reached the revenue is recognized on the

straight line basis over the life of the contract



FLEXTRADE LLC

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Accounts Receivable and Allowance for Doubtful Accounts

The Companys trade accounts receivable are recorded at amounts billed to

customers and presented on the balance sheet net of the allowance for doubtful

accounts if required The allowance is determined by variety of factors

including the age of the receivables current economic conditions historical losses

and other information management obtains regarding the financial condition of

customers The policy for determining past due status of receivables is based on

how recently payments have been received Receivables are charged off when they

are deemed uncollectible which may arise when customers file for bankruptcy or

are otherwise deemed unable to repay the amounts owed to the Company

Income Taxes

No provision is required for federal and state taxes on the income of the Company
Under the Internal Revenue Code and similar state regulations the Company is

treated as partnership accordingly the income of the Company is taxed to the

member

The Company has elected to defer the application of Financial Accounting

Standards Board FASB Interpretation No 48 Accounting for Uncertainty in

Income Taxes FIN 48 an interpretation of FASB Statement No 109 Accounting

for Income Taxes FASB 109 as permitted by FASB Staff Position FIN 48-3 FIN

48 is effective for the Companys annual financial statements in fiscal years

beginning after December 15 2008 FIN 48 clarifies the accounting for uncertainty

in income taxes recognized in companys financial statements in accordance with

FASB 109

The determination of uncertain tax positions for this statement of financial

condition prior to the implementation of FIN 48 uses the tax positions reported on

the Companys tax returns which are based on the requirements for filing tax returns

under the various taxing authorities for the applicable fiscal period These filings

may be subject to amendment or change during an examination by the various

taxing authorities which has not been considered in the determination of the

Companys tax assets or liabilities included in these financial statements The

technical merits of the Companys tax positions are derived from sources of

authorities in the tax law legislation and statutes legislative intent regulations

rulings and case law and their applicability to the facts and circumstances of the

tax positions



FLEXTRADE LLC

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

NOTE 2- CASH SEGREGATED UNDER FEDERAL AND OTHER REGULATIONS

The Company is not required to maintain special reserve bank account for the

benefit of customers under Rule 5c3-3 of the Securities and Exchange

Commission under Section K2i of the Rule

NOTE 3- NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule Rule 5c3 -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 15 to

At December 31 2008 the Company had net capital of $2336491 which was

$1930397 in excess of its required minimum net capital of $406094 The

Companys ratio of aggregate indebtedness to net capital was 2.61 to

NOTE 4- RELATED PARTY TRANSACTIONS

The Company has an agreement with its Parent which provides that the Parent will

provide and pay for specified administrative duties and other services for the

Company and that the Company will reimburse the Parent for its share of the

associated expenses The Parent charges the Company monthly an amount for its

share of the estimated annual expenses and adjusts such amounts as of

December 31 2008 based on actual expenses incurred The difference between the

amounts billed and the actual expenses for the year resulted in an amount due to

Parent which will be repaid in 2009 pursuant to the agreement The agreement

provides that the Parent and the Company shall review the cost allocation between

the parties no less than annually whereby such amounts may be adjusted The

agreement terminates upon the mutual consent of the parties or the termination of

the existence of either party



FLEXTRADE LLC

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

NOTE 5- CREDIT RISK CONCENTRATION

The Company maintains accounts in bank located in New York The excess of

deposit balances reported by the bank over amounts covered by federal insurance

was approximately $7608000 at December 31 2008

NOTE 6- MAJOR CUSTOMERS

Certain larger customers of the broker-dealers which license the Companys

products may influence the selection of the software to be used

NOTE 7- CONTINGENCIES

Sales Tax Examination

The Company is involved in sales tax examination with New York State NYS
which covers the reporting periods from September 2001 to August 31 2008

NYS is questioning the Companys methodology of determining the taxable portion

of its revenue billed to customers that are subject to NYS sales tax and has asserted

that greater portion of the invoice amount should be subject to such tax The

Company has provided liability of $273882 for additional sales tax that may be

payable including interest to cover the reporting periods from September 2001

to December 31 2008 It is reasonably possible that managements estimate may

change in the near term and such amount could be material However management

believes that the Company has adequate resources to meet any obligation that may

arise as result of this matter

Management has recently engaged legal counsel to represent them in this matter

Counsel has advised management that since the sales tax examination is ongoing

they cannot quantify the resultant liability if any



FLEXTRADE LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008



FLEXTRADE LLC

INDEX TO THE FINANCIAL STATEMENTS

DECEMBER 31 2008

Page

Facing Page to Form X-17A-5

Affirmation

Independent Auditors Report

Financial Statements

Statement of Financial Condition

Notes to the Statement of Financial Condition


