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OATH OR AFFIRMATION

David Stone swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
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classified solely as that of customer except as follows
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Certified Public Accountants

COMPANY P.C and Business Consultants

INDEPENDENT AUDITORS REPORT

To the Member of

Liberty Tree Advisors LLC

Acton Massachusetts

We have audited the accompanying statement of financial condition of Liberty Tree Advisors

LLC the Company as of December 31 2009 and the related statements of income changes

in members equity and cash flows for the year then ended 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 financial 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 fmancial statement

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

In our opinion the fmancial statements referred to above present fairly in all material respects

the financial position of Liberty Tree Advisors LLC as of December 31 2009 and the results of

its operations and its cash flows for the year then ended in conformity with accounting principles

generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The supplementary information presented on pages 12 through 15 is presented

for purposes of additional analysis and is not required part of the basic financial statements but

is supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934

Such information has been subjected to the auditing procedures applied in the audit of the basic

financial statements and in our opinion is fairly stated in all material respects in relation to the

basic financial statements taken as whole

LJO4C panPC
Boston Massachusetts

February 2010

99 High Street Boston Massachusetts 02110-2320 Phone 617-439-9700 Fax 617-542-0400

1500 Main Street Suite 1500 Springfield Massachusetts 01115 Phone 413-747-9042 Fax 413-739-5149
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LIBERTY TREE ADVISORS LLC

STATEMENT OF FINANCEAL CONDITION

December 31 2009

ASSETS

Cash and cash equivalents 94972
Accounts receivable 14728

Prepaid expenses 13381

Investment in warrants 40183

Property and equipment net 57

Total assets 163321

LIABILITIES AND MEMBERS EQUITY

Accrued expenses 520

Total liabilities 520

Members equity 162801

Total liabilities and members equity 163321

See accompanying notes to financial statements



LIBERTY TREE ADVISORS LLC

STATEMENT OF INCOME

Year Ended December 31 2009

Revenue 124615

Expenses

Dues and subscriptions 19646
Insurance 16954

Professional fees 9717
Subcontractor fees 8844
General and administrative 8831

Bad debt expense 5005
Travel and entertainment 3299

Depreciation 1132
Total expenses 73428

Other income expense

Interest income 1176

Unrealized loss on investment in warrants 4506
Total other income expense 3330

Net income 47857

See accompanying notes to financial statements



LIBERTY TREE ADVISORS LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

Year Ended December 31 2009

Members equity at December31 2008 as restated Note 199944

Net income 47857

Distributions to member 85000

Balance atDecember3l 2009 162801

See accompanying notes to financial statements



LIBERTY TREE ADVISORS LLC

STATEMENT OF CASH FLOWS

Year Ended December 31 2009

Cash flows from operating activities

Net income 47857

Adjustments to reconcile net income to net

cash provided by operating activities

Depreciation 1132
Revenue received in the form of warrants 14207
Unrealized loss on investment in warrants 4506

Changes in assets and liabilities

Accounts receivable 4242
Prepaid expenses 1865
Accrued expenses 2480

Net cash provided by operating activities 30701

Cash flows from fmancing activities

Distributions to member 85000
Net cash used in fmancing activities 85000

Net decrease in cash and cash equivalents 54299

Cash and cash equivalents at beginning of year 149271

Cash and cash equivalents at end of yeai 94972

See accompanying notes to financial statements



LIBERTY TREE ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS

Year Ended December 31 2009

ORGANIZATION AND NATURE OF BUSINESS

Liberty Tree Advisors LLC the Company was organized on Februaiy 22 2006 under

the laws of the State of Massachusetts as Limited Liability Company David Stone is

the Companys sole member The Companys registration as broker-dealer with the

Securities and Exchange Commission SEC and as member of the Financial Industry

Regulatory Authority F1NRA was approved on August 2007 The Company

provides business consulting private placement and other investment banking services for

its clients in Massachusetts and elsewhere in the United States

The Company claims exemption from the requirements of Rule 15c3-3 under

Section K2i of the Rule

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying fmancial statements have been prepared in conformity with accounting

principles generally accepted in the United States of America All items of income and

expense are accounted for on the accrual basis

Cash and cash Equivalents

Cash and cash equivalents include cash and highly liquid investments with an original

maturity of three months or less Cash and cash equivalents exclude amounts seegated

under federal or other regulations

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America GAAP requires management to make

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

disclosure of contingent assets and liabilities at the date of the financial statements and the

reported amounts of revenues and expenses during the reporting period Actual results

could differ from those estimates



LIBERTY TREE ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Revenue Recognition

The Company recognizes consulting service revenue on monthly basis as work is

performed Fees earned in connection with private placements and financings are generally

recognized upon the closing of the related transaction In instances in which securities are

received in lieu of cash for all or some of fees earned the related revenue is measured at the

fair value of the securities received or the services rendered whichever is more reliably

determinable In addition the Company records revenues derived from reimbursement of

out-of-pocket expenses as invoiced

Accounts Receivable

Accounts receivable represent amounts invoiced by the Company Management assesses

the need for any allowance for doubtful accounts based on information regarding individual

accounts and historical experience An allowance for doubtful accounts if any is

determined based on managements best estimate of probable losses inherent in the

accounts receivable balance

Property and Equipment

Property and equipment are stated at cost and are depreciated using the
straight-line

method over their estimated useful lives Generally property and equipment with cost

less than $200 are expensed when purchased Office equipment consists of computers

printers and cellular telephones which are considered to have useful life of three years

The Company periodically reviews the canying value of its property and equipment to

determine if facts and circumstances suggest that they may be impaired or that the

depreciation period may need to be chaiiged Repair and maintenance expenditures are

charged to operations as incurred

Fair Value

Fair value is defined as the price that would be received to sell an asset or paid to transfer

liability i.e the exit price in an orderly transaction between market participants at the

measurement date

GAAP establishes hierarchal framework which prioritizes and ranks the level of market

price observability used in measuring fair value Market price observability is impacted by
number of factors including the type of asset or liability and the characteristics specific

to the asset or liability



LIBERTY TREE ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES concluded

Fair Value concluded

Observable inputs are those that market participants would use in pricing the asset or

liability based on market data obtained from sources independent of the Company
Unobservable inputs reflect the Companys assumptions about the inputs market

participants would use in pricing the asset or liability developed based on the best

information available in the circumstances The fair value hierarchy is categorized into

three levels based on the inputs as follows

Level Inputs are unadjusted quoted prices in active markets for identical assets or

liabilities that management has the ability to access at the measurement date

Level Inputs include quoted prices for similar assets and liabilities in active markets

quoted prices for identical or similar assets or liabilities in markets that are not active

inputs other than quoted prices that are observable for the assets or liability i.e interest

rates yield curves etc and inputs that are derived principally from or corroborated by
observable market data by correlation or other means market corroborated inputs

Level Inputs include unobservable inputs that reflect managements assumptions about

the assumptions that market participants would use in pricing the asset or liability

Management develops these inputs based on the best information available including

managements own data

In certain cases the inputs used to measure fair value may fall into different levels of the

fair value hierarchy In such cases the level within the fair value hierarchy is based on the

lowest level of input that is significant to the fair value measurement

Income Taxes

The Company is single-member limited liability company and does not file its own
income tax returns The Company is disregarded entity for US Federal and

Massachusetts tax purposes Instead the results of operations are included in the income

tax returns of its sole member David Stone

The Company follows accounting guidance regarding the recognition measurement

presentation and disclosure of uncertain tax positions in the financial statements Tax

positions taken or expected to be taken including the position that the Company qualifies

as pass-through entity are required to be evaluated to determine whether the tax positions

are more-likely-than-not to be upheld under regulatory review The resulting tax impact

of these tax positions are recognized in the financial statements ba3ed on the result of this

evaluation There are no such provisions for uncertain tax positions as of December 31
2009



LIBERTY TREE ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS Continued

CONCENTRATIONS OF CREDIT RISK

Financial instruments which potentially subject the Company to credit risk include cash

and cash equivalents which may exceed federally insured limits Cash in federally insured

banks was within insured limits at December 31 2009 Accounts receivable from two

customers accounted for 90% of total accounts receivable at December 31 2009 The

Company does not anticipate non-performance by its counterparties and the financial

statements do not include any reserves for such risks

PROPERTY AND EQUIPMENT

Property and equipment consists of the following as of December 31 2009

Office equipment 3418

Less accumulated depreciation 3361

57

FAIR VALUE MEASUREMENTS

The following table categorizes within the fair value hierarchy Note the Companys
financial assets measured at fair value on recurring basis as of December 31 2009

Level Level Level Total

Assets

Jnvestmentinwarrants $- $40183 40183

The fair value of warrants is estimated using the Black-Scholes model This model

requires input of assumptions including the volatility of the stock price the contractual

term of the warrant and the risk-free interest rate Volatility is estimated using stock price

volatility of comparable public companies The risk-free rate is based on the yield of

U.S Treasury security with term consistent with the warrant

Both observable and unobservable inputs may be used to determine the fair value of

investments that the Company has classified within the Level category As result the

unrealized gains and losses for assets and liabilities within the Level category may
include changes in fair value that were atftibutable to both observable and unobservable

inputs



LIBERTY TREE ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS Continued

FAIR VALUE MEASUREMENTS concluded

The following table presents additional information about Level investments measured at

fair value

Balance as of December 31 2008 30482

Revenue received in the form of warrants 14207

Net realized and unrealized gains losses 4506

Balance as of December31 2009 40183

Change in net realized and unrealized gains losses for

investments still held at December 31 2009 4506

There are no liabilities measured at fair value on recurring basis nor are there assets or

liabilities measured at fair value on non-recurring basis

REGULATORY NET CAPITAL REQUIREMENTS

As broker-dealer the Company is subject to the Securities and Exchange Commissions

SEC regulations and operating guidelines which require the Company to maintain

specified amount of net capital as defined and ratio of aggregate indebtedness to net

capital as defined not to exceed 81 Net capital and the related ratio of aggregate

indebtedness to net capital may fluctuate on daily basis At December 31 2009 the

Company had net capital of $94452 which is $89452 in excess of its required net capital

of $5000 The Company had aggregate indebtedness of $520 at December 31 2009 so its

aggregate indebtedness to net capital ratio was 0.1

CUSTOMER CONCENTRATION

Transactions with one customer accounted for 51% of the Companys revenues for the

year ended December 31 2009 and transactions with three customers accounted for 81%
of the Companys revenue

RELATED PARTY

The Company operates from the home office space of its member No occupancy costs are

charged to the Company associated with this space

10



LIBERTY TREE ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS Concluded

PRIOR PERIOD ADJUSTMENTS

The financial statements of the Company as of and for the year ending December 31 2008

have been restated for the correction of an error related to the Companys recognition of

broker-dealer revenue received in the form of warrants The correction of this error

increased 2008 broker-dealer revenue by $29873 and resulted in the 2008 recognition of

an unrealized gain on investment in warrants of $609 and corresponding increase in

assets and retained earnings as of December 31 2008 of $30482 The correction had no

impact on regulatory net capital

10 SUBSEQUENT EVENTS

Management has evaluated subsequent events through February 2010 which is the date

the financial statements were issued There were no subsequent events that require

adjustment to or disclosure in the financial statements

ii



LIBERTY TREE ADVISORS LLC

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3-1

AND STATEMENT PURSUANT TO RULE 17a-5d4
OF THE SECURITIES AND EXCHANGE COMMISSION

December 31 2009

Computation of net capital

Total membefs equity from statement of financial condition 162801
Less non-allowable assets

Accounts receivable 14728

Prepaid expenses 13381
Investment in warrants 40183
Property and equipment net 57

Total non-allowable assets 68349
Less haircuts on securities

Net capital 94452

Computation of basic net capital requirement

Minimum dollar net capital requirement of reporting broker-dealer 5000

Excess net capital 89452

Aggregate indebtedness 520

Statement Pursuant to Rule 17a-5d4

There were no material differences between the computation of net capital as reported in the

unaudited Part hA of Form X-17A-5 and the computation of net capital pursuant to Rule 15c 3-1

contained herein

See independent auditors report
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Certified Public Accountants

COMPANY P.C and Business Consultants

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5 FOR
BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3

To the Member of

Liberty Tree Advisors LLC

Acton Massachusetts

In planning and performing our audit of the financial statements of Liberty Tree Advisors
LLC the Company as of and for the year ended December 31 2009 in accordance

with auditing standards generally accepted in the United States of America we considered

the Companys internal control over financial reporting internal control as basis for

designing our auditing procedures for the purpose of expressing our opinion on the

financial statements but not for the purpose of expressing an opinion on the effectiveness

of the Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by rule 7a-5gl of the Securities and Exchange Commission the
we have made study of the practices and procedures followed by the Company

including tests of such practices and procedures that we considered relevant to the

objectives stated in rule 17a-5g in making the periodic computations of aggregate

indebtedness and net capital under rule 17a-3a1 and for determining compliance with

the exemptive provisions of rule 5c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we
did not review the practices and procedures followed by the Company in any of the

following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 17a- 13

Complyingwith the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System

99 High Street Boston Massachusetts 02110-2320 Phone 617-439-9700 Fax 617-542-0400

1500 Main Street Suite 1500 Springfield Massachusetts 01115 Phone 413-747-9042 Fax 413-739-5149

125 Wolf Road Suite 209 Albany New York 12205 Phone 518-454-0880 Fax 518-454-0882

www.wolfandc.o.com



The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures referred to in the preceding paragraph In

fulfilling this responsibility estimates and judgments by management are required to assess

the expected benefits and related costs of controls and of the practices and procedures

referred to in the preceding paragraph and to assess whether those practices and procedures

can be expected to achieve the SECs above-mentioned objectives Two of the objectives

of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has

responsibility are safeguarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded

properly to permit the preparation of financial statements in conformity with accounting

principles generally accepted in the United States of America Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices and procedures referred

to above error or fraud may occur and not be detected Also projection of any evaluation

of them to future periods is subject to the risk that they may become inadequate because of

changes in conditions or that the effectiveness of their design and operation may
deteriorate

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect misstatements on timely basis significant deficiency is deficiency

or combination of deficiencies in internal control over financial reporting that is less

severe than material weakness yet important enough to merit attention by those

responsible for oversight of the Companys financial reporting

material weakness is deficiency or combination of deficiencies in internal control

over financial reporting such that there is reasonable possibility that material

misstatement of the Companys annual or interim financial statements will not be

prevented or detected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control

that might be material weaknesses We did not identify any deficiencies in internal control

and control activities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in

the second paragraph of this report are considered by the SEC to be adequate for its

purposes in accordance with the Securities Exchange Act of 1934 and related regulations

and that practices and procedures that do not accomplish such objectives in all material

respects indicate material inadequacy for such purposes Based on this understanding and

on our study we believe that the Companys practices and procedures were adequate at

December 31 2009 to meet the SECs objectives

14



This report is intended solely for the use of the member the SEC the Financial Industry

Regulatory Authority and other regulatory agencies that rely on rule 17a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and

is not intended to be and should not be used by anyone other than these specified parties

7c
Boston Massachusetts

February 2010
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