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Elizabeth Tractenberg, CPA
3832 SHANNON ROAD
'LOS ANGELES, CALIORNIA 90027
 323/669-0545 ~'Fax 323/669-0575
elizabeth@tractenberg.net

INDEPENDENT AUDITOR’S REPORT

Member Managers
NPB Financial Group, LLC
Burbank, California

1 have audited the accompanying statement of financial condition of NPB Financial ’
Group, LLC (the Company) as of December 31, 2010 and related statements of income,
changes in financial condition, and changes in members’ equity.for the year then ended.
These financial statements are being filed pursuant to Rule 17a-5 of the Securities
Exchange Act of 1934 and include the supplemental schedule of the net capital
computation required by rule 15¢3-1. These financial statements are the responsibility of
the Company's management. My responsibility is to express an opinion on these
financial statements based on my audit. =

1 conducted my audit in accordance with auditing standards generally accepted in the
United States. Those standards require that I plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a 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 presentatlon I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, such financial statements referred to above present fairly, in all material
respects, the financial condition of the Company as of December 31, 2010 and the results
of its income, changes in financial condition and members’ equity for the year then ended
in conformity with accounting principles generally accepted in the United States.

My audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contdined in Schedules I, II and I is
presented for purposes of additional analysis and is not a 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 my opinion, is
fairly.stated in all material respects in relation to the basic ﬁnanmal statements taken as a
whole.

Elolb N Tanchsloy

Elizabeth Tractenberg, CPA
Los Angeles California
February 17, 2011
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NPB FINANCIAL GROUP, LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2010

SR

ASSETS
Cash and equivalent
Clearing broker deposit o
- Commissions rc_ceivavbl-‘q‘f o ;' ) ! “

Other réceivablg,_ - non allowable @ -

Other assets and deposits - = e 5 ‘;

Prepaid expenses
Organization costs, net of accumulated amortization of $4,393
Fumiture, fixtures and equipment; it 050 o

net of accumulated depreciation of '$""16",05"__2“¥i e o

Total Assets
LIABILITIES AND MEMBERS' EQUITY
'Liabilities

Accounts payable and accrued expenses .-

Commissions payable

Total Liabilities U Y
Members' Equity
Total Liabilities and Members' Equity

See Accompanying Notes to Financial Statements -

2

©-$300,834

25,000
422,701
14,499

3,440

25228

8,785

4,124

5804611

$ 408,351

- _217.185

625.536

179,075

£804,611



NPB FINANCIAL GROUP, LLC
STATEMENT OF INCOME

' FOR THE YEAR ENDED DECEMBER 31, 2010

Revenue

Commissions
Advisory fees
Other income

Total Revenue

Direct Costs
Advisory fee expense
Commissions expense
Clearing expense
Communications
Trade e,rvrorsA ‘

Total Direct Costs

.Gross _Proﬁt

Expenses

Computer and software expenses
Consulting N
Depreciation and amortization.
Insurance = o
Interest expense
Meetings and conferences
Office supplies
Payroll and related
Pension plan contribution
Professional fees
Recruiting
Registration and regulatory fees
Rent and parking ‘
Travel
All other

Total Operating Expenses

Income Before Income Tax Provision

Income Tax Provision
Net Income

$ 6,129,491
2,547,600
350,515

9.027.606

2,401,234
5,467,260
178,849
39,141

(5.986)
8,080,498

947,108

100,595
20,164
2,885
34,511

2,496
45,880
5,874

542,570

12,340
6,826
8,974

34,585

45,783

13,006

18,138

894.627

52,481

12590

§ 39891

See Accompanying Notes to Financial Statements
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NPB FINANCIAL GROUP, LLC '~ -

STATEMENT OF CHANGES IN MEMBERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2010

v

Retained’

Paid-In Earnings '
Capital (Deficit) Total
Balance, December 31, 2009 $ 390,000 $° (250,816) $ 139,184

Net Income (loss)

39.891 -

Balance, December 31, 2010 $___390,000

See Accompanying Notes to Financial Statements

4 -

39,891

§ 179,075



NPB FINA'NCLALAGROUP, LLC
STATEMENT OF CHANGES IN FINANCIAL CONDITON
DECEMBER 31, 2010

Cash Flows from Operating Activities:
‘Net income (loss) R ' . % 39,891
Depreciation and ambrtizaﬁog‘ Lo . 2,885
Changes in operating pSSeié and fiabiliﬁi??: o ' '

Commissions receivable (160,631)

Other receivables . - (2,657)
Other assets and deposits - L R 301
Prepaid expenses - ' : - o (8471
Accounts p_ayablé and accruéd expenses o 152,237
Commissions payéble - 126365
Net éash used in operating activities | $ 149,920

Cash Flows for Investing Activities: : -

Cash Flows from Financing Actiilities: - N =
Net increase incash 3  § 149,920
Cash at beginning of year ‘ 08 1_50,‘914 ’
Cash at end of year ‘ . $.300.834 -
SUPPLEMENTAL INFORMATION -~ - ‘
TInterest paid - $ 2496
Income taxes paid o B $ 12,590

See Accompanying Notes to Financial Statements
' 5



. NPB FINANCIAL GROUP, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 1 - NATURE OF BUSINESS -

NPB Financial Group, LLC (the “Company”) was organized as a Limited Liability

Company in the State of California on August 19, 2005 and is registered with the

Securities and Exchange Commission as a broker-dealer in securities. The Company is
“also registered as a broker-dealer with the’ Fmanc1a1 Industry Regulatory Agency

(“FINRA™). : S D

The Company has an agreement with its clearing broker to clear securities transactions,
carry customers’ accounts and perform certain recordkeeping functions. Accordingly, the
Company operates under the exemptive provisions of Securities and Exchange
Commission (SEC) Rule 15¢3-3 (k) (2) (ii). As a result, the Company is exempt from
certain provisions and requirements of the Securities Exchange Commlssmn

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation —~ The preparation of ﬁnanc1al statements in conformity with
generally accepted accounting principles requires 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 financial statements and the reported ...
amounts of revenues and expenses during the reportmg period. Actual results could
differ from those estimates.

Cash and Cash Equivalents - The Company considers all highly liquid investments
with original maturities of three months or less to be cash equivalents.

Investments - Investments in securities are valued at market value,

Property, Equipment and Depreciation - Property and equipment are carried at cost.
Depreciation is calculated using a modified accelerated cost recovery system. The
estimated lives of the depreciable assets range from five to seven years.

Revenue Recognition - The Company recognizes revenue upon rendering of services.
Commissions and related clearing expenses are recorded on a trade-date basis as
securities transactions occur.

Income taxes - Income taxes are provided based on earnings reported for financial
statement purposes. In accordance with FASB ASC 740, the asset and liability method
requires the recognition of deferred tax liabilities and assets for the expected future tax
consequences of temporary differences between tax basis and financial reporting basis of
assets and liabilities.



NPB FINANCIAL GROUP, LLC
NOTES TO FINANCIAL STATEMENTS - Continued
DECEMBER 31, 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Recent accounting pronouncements — The Financial Accountlng Standards Board
(“FASB”) implemented the FASB Accounting Standards Codification (Codification)
effective July 1, 2009. The Codification has become the source of authoritative
Generally Accepted Accounting Principles (“GAAP”) recognized by FASB to be applied
to nongovernmental entities. On the effective date of the Codification, the Codification
superseded all then existing accounting and reporting standards. All other non-grand-
fathered accounting literature not included in the FASB Codification has become non-
authoritative. References to GAAP included in the FASB Codification are noted as
Accounting Standards Codification (“ASC”) ‘

Following the effectwe date of the Codification, FASB will not release new standards in
the form of Statements, FASB Staff Positions, or Emerging Issues Task Force Contracts,
but instead will issue Accounting Standards Updates. Updates will not be considered
authoritative in their own right, but will, serve only to update the Codification, provide
background information about the guldance in the Codification, and prov1de the basis for
the changes in the Codification.

For the year ending December 31, 2010, various accounting pronouncements or
interpretations by the FASB were either newly issued or had effective implementation
dates that would require their provisions to be related in the financial statement for the
year then ended. The Company has reviewed ‘the Statements of Financial Accounting
Standards (“SFAS”)/ASC topics for the year to determme relevance to the Company’s
operatlons .

The Company has either evaluated or is currently evaluating the implications, if any, of
each of these pronouncements and the pos51b1e impact they may have on the Company’s
financial statements. In most cases, management has determined that the pronouncement
has either limited or no application to the Company a_nd in all cases, implementation
would not have a material impact on the financial statements taken as a whole.

NOTE 3 - NET CAPITAL REQUIREMENT

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities and Exchange Act
of 1934, the Company is required to mamtam a minimum net capital (85,000), or 6 2/3% ‘
of aggregate indebtedness, whichever is greater, as defined, under such provisions. See
page 10 for the computation of net capital.



NPB FINANCIAL GROUP, LLC
- NOTES TO FINANCIAL STATEMENTS Continued
DECEMBER 31, 2010
NOTE 4 - DEPOSIT - CLEARING ORGANIZATION

The Company has an agreement w1th 1ts clearmg broker which requlres a mmlmum
deposit of $25,000. | R |

_'NOTE 5~ PROVISION FOR INCOME TAXES

The Company files its income tax returhs as'a Limited L1ab111ty Company (LLC)
Income and losses of LLC s pass dlrectIy to the members The State of California
requires LLC’s to pay a minimum $800 plus a percent of its revenue computed on an
ascending scale.

NOTE 6 - COMMITMENTS AND CONTIN GENCIES

The Company entered into an agreement with 1ts clearmg broker in June 2006 whereby a
penalty is charged for early term1nat10n, $75 000 the first two years and $50 000 the next
“two years. The penalty period expired in 2010."

NOTE 7 - OFF BALANCE-SHEET RISK

The customers securities transactlons are introduced on a fully disclosed basis with its
clearing broker-dealer. The clearing broker-dealer carries all of the accounts of the *
customers of the Company and is responsible for execution, collection and payment of’
funds, and receipt and delivery of securities relative to customers’ transactions. If
securities are purchased on margin and the customer funds are not adequate to meet the
obligations, the Company may be liable for the negative balance in the account. Off
balance-sheet risk exists with respect to these transactions if the customer purchases
securities on a margin account and is unable to mieet its commitment. The Company
seeks to minimize this risk through procedures des1gned to monitor the credit worthiness
of its customers and to ensure that customer transactions are executed properly by the

" clearing broker-dealer.

NOTE 8 — PENSION PLAN

The Company established a retirement plan effective J anuary 1 2010 covering
substantially all of its employees over 21 years of age and w1th at least 1,000 hours of
service per year. ‘

The Profit Sharing Plan is qualified under Section 401(k) of the Internal Revenue Code.
The plan allows eligible employees to contribute up to 100% of their compensation (not
to exceed the current IRS limits). The Company makes a 4% Employer Profit Sharing
Contribution based on compensation of all qualifying participants under the Plan for the
Plan year. The Employer contribution vests 100% after 5 years of service. The
Company contributed $12,340 to the Plan during the year ending December 31, 2010.

8



NPB FINANCIAL GROUP, LLC
NOTES TO FINANCIAL STATEMENTS - Contmued
' DECEMBER 31, 12010

NOTE 9 - SUBSEQUENT EVEN-TS‘ -

Management has reviewed the results of operations for the penod of time from its year

* end December 31, 2010 through February 17,2011, the date the financial statements
were available to be issued, and has determined that no adjustments are necessary to the
amounts reported in the accompanying combined financial statements nor have any
subsequent events occurred, the nature of which would requlre disclosure.



‘ NPB FINANCIAL GROUP LLC

COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT

TO RULE 15¢3-1
DECEMBER 31, 2010

Computation of Net Capital :
Total ownership equity from statement of ﬁnanmal condmon :
Nonallowable assets: . . TR Y ’
"“ Commissions recelvable -non allowable portlon -

RS

Other receivable - non allowable

Other assets and deposits
Prepaid expenses
Orgallization costs, net of accumulated amortization of $4,393
Furniture, fixtures and equipment
net of accumulated depreciation of $6,576
Net Capital

Computation of Net Capital Requirements
Minimum net aggregate indebtedness -
6-2/3% of net aggregate indebtedness

Minimum dollar net capital required
Net Capital required (greater of above amounts)

EXCESS CAPITAL

Excess net capital at 1000% (net capital less 10% of
aggregate indebtedness) '

Computation of Aggregate Indebtedness
Total liabilities '

Percentage of aggregate indebtedness to net capital

$179,075

$17,153

14,499

3,440
25,228
8,785

4,124 (73.229)
$ 105,846

$ 41.703
5.000
§ 41,703

64,143

43,293

$ 625,536
600%

The following is a reconciliation of the above net capital computation with the
Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):

Net Capital Per Company's Computatlon
Variance
Additional accrued expenses

Rounding
Net Capital Per Audited Report

$111,235

(5,390)
1

$ 105,846

See Accompanying Notes to Financial Statements
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NPB FINANCIAL GROUP, LLC
SCHEDULE II - COMPUTATION FOR DETERMINATION OF RESERVE
. REQUIREMENTS PURSUANT TO RULE 15¢3-3
AS OF DECEMBER 31, 2010 .

A computation of reserve requirement is not applicable to NPB Financial Group, LLC as the
Company qualifies for exemption under Rule,15¢3-3 (k) (2) (ii).

11



' ; NPB FINANCIAL GROUP, LLC
SCHEDULE III - INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3
AS OF DECEMBER 31, 2010

Information relating to possession or cohtrol requirenients is not applicable to NPB Financial
Group, LLC as the Company qualifies for exemption under Rule'15¢3-3 (k) (2) (ii).

12



Elizabeth Tractenberg, CPA
3832 SHANNON ROAD
LOS ANGELES, CALIORNIA 90027
323/669-0545 — Fax 323/669-0575
elizabeth@tractenberg.net

-PART I
Report on Internal Control Requlred by SEC Rule 17a-5(g)(1) for a
Broker-Dealer Claiming an Exemption from SEC Rule 15¢3-3

Member Managers
NPB Financial Group, LLC .
Burbank, Cahforma }

In planning and performing my audit of the financial'statements of NPB Financial Group, LLC

~ (the Company), as of and for the year ended December 31, 2010, in accordance with auditing
standards generally accepted in the United States of Amerxca I considered the Company’s internal
control over financial reporting (mtemal control) asa bas1s for designing my auditing procedures
for the purpose of expressing my opinion on the financial statéments, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordmgly, I do
not express an oplmon on the effecnveness of the Company s mtcrnal control. :

Also, as required by, Rule 17a-5(g) (1) of the Secuntres and Exchange Commission (SEC), I have
made a study of the practices and procedures followed' by the Company including consideration of
control activities for safeguarding securities, This study included tests of such practices and
procedures that I considered relevant to the obJectlves stated in Rule 17a-5(g) in making the
periodic computations of aggregate ‘indebtedness (or aggregate debits) and net capital under Rule
17a-3(a)(11) and for determmmg comphance with the exemptive provisions of Rule 15¢3-3.
Because the Company does not carry.securities accounts for customers or perform custodial
functions relating to customer securities, I did not review the practices and procedures followed by
the Company in any of the following: ) ;

1. Making quarterly securities examinations, counts, verlﬁcatlons and comparisons and
recordation of differences required by Rule 17a-13

2. Complying with the requlrements “for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

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 SEC's previously 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
management's authorization and recorded properly to permit the preparation of financial statements
in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures 11sted in the preceding paragraph.

13



Member Managers
NPB Financial Group, LLC
Burbank, California 3

Because of inherent limitations in internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, proj ection 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 effectivéness of their desigh and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a deficienty, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance. ,

A material weakness is a deficiency, or”comb1 atior ',dfqu’ﬁcienciés,,_'ir_i‘_ internal control, such that
there is a reasonable possibility that a matetial misstatement of the Cotiipany’s financial statements

. ; N TN T S P E L T S e I R L
- will not be prevented or detected and corrected on 2 timely basis.

My consideration of internal ¢ontrol was for the,

for the limited putpose described in the first and second
paragraphs and would not necessarily idéntify all déficienieies in internal control that might be
material weaknesses. 1 did not identify any deficiencies in internal control and control activities
for safeguarding securities that I cénside’f‘"f'é"lb’“ material weaknesses, as defined previously,

T 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 a material

_ inadequacy for such purposes. Based on this understanding and on my study, I'believe that the
Company's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2010 to meet the SEC's objective's. ‘ '

This report is intended solely for the information and 'use of the Members, management, the SEC,
and FINRA, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokérs and dealers, and is not intended to
be and should not be used by anyone other than these specified parties. ‘ '

Elizabeth Tractenbcrg, CPA e , _
Los Angeles, California e RS e o
February 17,2011 . B U _ y o
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Elizabeth Tractenberg, CPA
3832 SHANNON ROAD
LOS ANGELES, CALIORNIA 90027
323/669-0545 — Fax 323/669-0575
elizabeth@tractenberg.net

PART III

_ SIPC S_up_plemental Rep’ ort Pursuant tq SEC Rule 17a-5(e)(4)

Member Managers
NPB Financial Group, LLC
Burbank, California

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, I have
performed the procedures enumerated below with respect to the accompanying Schedule of
Assessment and Payments [General Assessment Reconciliation (Form SIPC-7)] to the
Securities Investor Protection Corporation (SIPC) for the year ended December 31, 2010,
which were agreed to by NPB Financial Group, LLC and the Securities and Exchange
Commission, Financial Industry Regulatory Authority, Inc., and SIPC, solely to assist you
and the other specified parties in evaluating NPB Financial Group, LLC’s compliance with
the applicable instructions of the General Assessment Reconciliation (Form SIPC-7).

NPB Financial Group, LLC’s management is responsible for the NPB Financial Group,
LLC’s compliance with those requirements. This agreed-upon procedures engagement was
conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility
of those parties specified in this report. Consequently, I make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has
been requested or for any other purpose. The procedures 1 performed and my findings are as
follows: :

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement records entries to the copies of checks dated July 26, 2010 noting no
differences. »

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2010, as applicable, with the amounts reported in Form SIPC-7 for the
year ended December 31, 2010 noting no differences.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers. Noted no adjustments.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in
the related schedules and working papers as noted in section 2 above noting no
differences.

5. Compared the amount of any overpayment applied to the current assessment with the
Form SIPC-7 on which it was originally computed noting no overpayment.

I was not engaged to, and did not conduct an examination, the objective of which would be
the expression of an opinion on compliance. Accordingly, I do not express such an opinion.
Had I performed additional procedures, other matters might have come to my attention that
would have been reported-to you.
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Member Managers
NPB Financial Group, LLC
Burbank, California

SIPC Supplemental Report page 2

This report is intended solely for th:é iﬁf‘ormatibhﬁ'aﬁa ﬁ"\sv'é‘vofb the ép’éci‘ﬁ“éd Iﬁérties listed above
and is not intended to be and should not be used by anyone other than these specified parties..

Elizabeth Tractenberg, CPA B
Los Angeles, California .
February 17 , 2011

i

16 -



