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OATH OR AFFIRMATION

MARIE-REGINA FORBES swear or affirm that to the

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

SMITH JACOBS CO INC as of SEPTEMBER 30 2011 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

______________
Signature

PRESIDENT
Title

Notary Public
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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 5c3-3
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Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l 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

Independent auditors report on internal control
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CITRINCOOPERMAN
Attest Assurance lax CompIance Research Specialty Consulting

INDEPENDENT AUDITORS REPORT

To the Stockholders

Smith Jacobs Co Inc

New York New York

We have audited the accompanying statement of financial condition of Smith Jacobs Co Inc

the Company as of September 30 2011 that you are filing pursuant to Rule 7a-5 under the

Securities Exchange Act of 1934 This financial statement is the responsibility of the Companys

management Our
responsibility

is to express an opinion on this financial statement 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 statement is free of material misstatement An audit includes consideration

of internal control over financial reporting as basis for designing audit procedures that are appropriate

in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control over financial reporting Accordingly we express no such opinion An audit

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

statement of financial condition assessing the accounting principles used and significant estimates

made by management as well as evaluating the overall statement of financial condition presentation

We believe that our audit of the statement of financial condition provides reasonable basis for our

opinion

In our opinion the statement of financial condition referred to in the first paragraph above presents

fairly in all material respects the financial position of Smith Jacobs Co Inc as of September

30 2011 in conformity with accounting principles generally accepted in the United States of America

CERTIFIEDUBLIC
ACCOUNT

NTS1J
December 15 2011

CITRIN COOPERMAN COMPANY LLP

529 FIFTH AVENUE NEW YORK NY 10017 TEL 212.697.1000 FAX 212.697.1004
cITRIrJC00PE RM4N CO vI

AN 1NDEPENeENT FIRM ASSOCIATED WITH MOORE STEPHENS



SMITH JACOBS CO INC
STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2011

ASSETS

Cash and cash equivalents 22587

Due from clearing brokers 500342

Securities owned at fair value 6110

Loans and advances receivable 37000

Investment in affiliate 74922

Property and equipment net of accumulated depreciation of $410901 33143

Other assets 7.633

TOTAL ASSETS 681.737

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Loan payable to bank 100349

Accrued expenses and other liabilities 54579

Due to affiliate 132.883

Total liabilities 287.811

Commitments and contingencies Notes and 12

Stockholders equity

Common stock no par value 300 shares authorized

210 shares issued and outstanding 2082728

Additional paid-in capital 66740
Accumulated deficit 1.517.1l7

Stockholders equity before related receivable 632351

Less receivable from an affiliate 238.42

Total stockholders equity 393.926

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 681.737

See accompanying notes to statement of fmancial condition



SMITH JACOBS CO INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2011

NOTE ORGANIZATION AND NATURE OF BUSINESS

Smith Jacobs Co Inc the Company broker-dealer registered with the

Securities and Exchange Commission the SEC and member of the NASDAQ
Stock Market NYSE Arca Inc Financial Industry Regulatory Authority Inc

FINRA and various exchanges is engaged in the execution of stock transactions for

its own account

As more fully described in Note the Companys former wholly owned subsidiary

Christopher Forbes LLC changed its name to NativeOne Institutional Trading LLC

NativeOne NativeOne then accepted investments from third parties

The Company employ traders whose compensation is based on portion of the trading

profits net of related trade execution costs

NOTE MANAGEMENTS PLANS

During the fiscal year ended September 30 2011 the Company experienced trading

profits that were not sufficient to offset operating expenses Managements plans in

response to these events is to reduce operating expenses and to limit its traders to those

individuals who can demonstrate profitable track record

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

Cash and cash equivalents include cash in bank accounts and deposits in money market

accounts

Securities Transactions

Securities transactions and related revenues and expenses are recorded on trade-date

basis Commission income and
expenses relating to customer transactions are recorded

on trade-date basis as securities transactions occur Commission income represents the

amounts received from the clearing broker for ticket charges before charges from the

clearing broker

Securities owned are valued at fair value Securities not readily marketable are valued at

fair value as determined by management

Fair Value Measurements

The Company follows accounting principles generally accepted in the United States of

America GAAP for financial assets and liabilities and nonfinancial assets and

liabilities that are recognized or disclosed at fair value in the statement of financial

condition GAAP clarifies the definition of fair value and the methods used to measure

fair value and expands disclosures about fair value measurements

During the year ended September 30 2011 certain additional new disclosures regarding

Level securities became effective The Company will adopt the new relevant

disclosures as they become applicable Management does not anticipate any material

effect on the financial statements as result of the adoption of this additional guidance

Investment in Affthate

Investment in affiliate represents equity interests in an operating entities and is reflected

in the statement of financial condition based on the equity method of accounting



SMITH JACOBS CO INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2011

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Property and Equipment

The Company records property and equipment at cost Depreciation is computed over

the estimated useful lives of the assets on straight-line
basis

Use of Estimates

The preparation of statement of financial condition in conformity with GAAP

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 statement of financial condition Actual results could differ from those

estimates

Income Taxes

The Company utilizes an asset and liability approach to financial accounting and

reporting for income taxes in accordance with GAAP Deferred income tax assets and

liabilities are computed annually for differences between the financial statement and tax

bases of assets and liabilities that will result in taxable or deductible amounts in the

future based on enacted tax laws and rates applicable to the periods in which the

differences are expected to affect taxable income Valuation allowances are established

when necessary to reduce deferred tax assets to the amount expected to be realized

The Company files its corporation income tax returns on an August 31 fiscal year-end

The Company has net operating loss carryforwards of approximately $2452000 which

are available to reduce future taxable income Such loss carryforwards expire as follows

August 31

2024 298000

2027 409000

2028 153000

2030 773000

2031 819.000

2.452.000

The net operating loss carryforwards give rise to deferred tax asset of $981000

However the Company has determined that valuation allowance of $981000 against

such deferred tax asset is
necessary as it is

unlikely
that the carryforwards will be

utilized

At September 30 2011 management has determined that the Company had no

uncertain tax positions that would require fmancial statement recognition This

determination will always be subject to ongoing reevaluation as facts and circumstances

may require The Company remains subject to U.S federal and state income tax audits

for all periods subsequent to 2008

Subsequent Events

The Company did not identify any material subsequent events requiring adjustment to

or disclosure in its financial statements



SMITH JACOBS CO INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2011

NOTE NET CAPITAL REQUIREMENTS

As
registered broker-dealer the Company is subject to the SECs Uniform Net Capital

Rule 15c3-1 which requires that net capital as defined shall be the
greater

of $100000

or 6-2/3% of aggregate indebtedness as defined Net capital and aggregate

indebtedness change from day to day As of September 30 2011 the Company had net

capital of approximately $239000 which exceeded its requirement of $100000 by

approximately $139000

NOTE PROPERTY AND EQUIPMENT

Property and equipment consisted of the following as of September 30 2011

Machinery and equipment 11586

Furniture and fixtures 111389

Leasehold improvements 76463

Computer equipment 244.606

444044

Less accumulated depreciation 410.901

Property and equipment net 33.143

NOTE ACCRUED EXPENSES AND OTHER LIABILITIES

Accrued expenses and other liabilities consisted of the following as of September 30

2011

Deposits from traders 10000

Other accrued expenses 44.579

54.579

NOTE INVESTMENT IN AFFILIATE

As disclosed in Note the Companys subsidiary Christopher Forbes LLC changed
its name to NativeOne Institutional Trading LLC NativeOne as of December 31
2010 NativeOne then accepted investments from third parties which resulted in the

Companys loss of its controlling interest The Company did not recognize any gain or

loss when it lost its controlling interest The deconsolidation had no significant effect on

the statement of fmancial condition

The Company retains interests of 2.5% of profits and 25% of losses as defined

NativeOne is registered broker-dealer with the SEC and is also member of FINRA
The Companys investment in NativeOne amounted to $74922 as of September 30
2011

Financial information about NativeOne is summarized below

Assets 1.240.819

Liabilities 67.073



SMITH JACOBS CO INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2011

NOTE LOAN PAYABLE TO BANK

The Company is obligated under bank loan that amounted to $100349 at September

30 2011 Amounts advanced bear interest at 4.25% per annum at September 30 2011

and are guaranteed by individuals affiliated with the stockholders

NOTE LEASE COMMITMENTS

The Company leases office space under an operating lease expiring on April 30 2012

NOTE 10 PENSION AND PROFIT SHARING PLAN

The Company together with related company participates
in

profit-sharing plan

Contributions to the plan are based on the wages of eligible employees up to $200000

The plan is on fiscal year September to August 31 Contributions to the plan are

determined each year by the Board of Directors and may be up to 15% of
eligible

compensation

NOTE 11 401k PLAN

The Company adopted 401k plan the Plan that covers all full-time employees

who are twenty-one years
of age or older and have completed one year of service

Participants are permitted to make contributions of set percentage of their annual

gross salary The amount deferred in any calendar year may not exceed the limits

specified under Internal Revenue Code Section 401k

The Company may make matching contributions equal to an employees elective

deferral contributions up to maximum of 4% of the employees compensation

NOTE 12 DERIVATIVE FINANCIAL INSTRUMENTS AND OFF-BALANCE SHEET
RISK

During the year ended September 30 2011 the Companys trading activities included

equity options which are forms of derivative financial instruments These derivatives

were used for trading purposes and for managing risk associated with the portfolio of

investments Derivative transactions are entered into for trading purposes or to

economically hedge other positions or transactions All positions are reported in the

accompanying statement of financial condition at fair value

The Company records all derivative contracts at fair value For this reason the

Company does not monitor its risk exposure to derivative contracts based on derivative

notional amounts rather the Company manages its risk exposure on fair value basis

Aggregate market risk limits have been established and market risk measures are

routinely monitored against these limits The Company also manages its exposure to

these derivative contracts through variety of risk mitigation strategies including but

not limited to entering into
offsetting economic hedge positions The Company

believes that the notional amounts of the derivative contracts generally overstate its

exposure

The Company does not apply hedge accounting as defined by GAAP as all financial

instruments are marked to market with changes in fair values reflected in earnings

Therefore the disclosures required in GAAP are generally not applicable with respect to

these financial instruments



SMITH JACOBS CO INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2011

NOTE 12 DERIVATWE FINANCIAL INSTRUMENTS AND OFF-BALANCE SHEET
RISK CONTINUED

Derivative financial instruments derive their value based upon an underlying asset index

or reference rate These instruments are subject to various risks similar to nonderivative

financial instruments including market credit liquidity and operational risks The

Company manages these risks associated with derivatives on an aggregate basis

Fair values of options contracts are recorded in Securities owned or Securities sold

not yet purchased as appropriate

GAAP
requires

additional disclosures surrounding how and why the reporting entity

uses derivative instruments how those instruments are accounted for and how they

affect the Companys financial position The Company records its trading-related

derivative activities on fair-value basis

The following table presents additional information about derivatives held by the

Company including the volume of the Companys derivative activities based on the

number of contracts categorized by primary risk exposure and reflected in the

statement of financial condition as of September 30 2011

Assets

Classification in Statement of

Primary Risk Exposure Financial Condition Fair Value Notional value

Equity option contracts

due within one year
Securities owned at fair value 4.185 96.800

Market risk is the potential change in an instruments value caused by fluctuations in

interest rates equity prices credit spreads or other risks Exposure to market risk is

influenced by number of factors including the
relationships

between financial

instruments and the volatility
and liquidity in the markets in which the financial

instruments are traded Derivative financial instruments involve varying degrees of off-

balance-sheet market risk Changes in the market values of the underlying financial

instruments may result in changes in the value of the derivative financial instruments In

many cases the use of derivative financial instruments serves to modify or offset market

risk associated with other transactions and accordingly serves to decrease the

Companys overall exposure to market risk The Company utilizes various analytical

monitoring techniques to control its exposure to market risk

The Company is also subject to certain inherent risks from its trading activities of selling

securities short Subsequent market fluctuations of securities sold not yet purchased

may require purchasing the securities at higher prices

The Company acts on behalf of its customers to arrange
for the purchases and sales of

securities The Company is exposed to losses if such customers do not satisfy their

responsibilities for these trades The Company seeks to control these risks by

monitoring the activities of these customers Transactions for the Companys customers

are generally cleared through and carried by carrying broker-dealer on fully disclosed

basis Accordingly open customer transactions are not reflected in the accompanying

statement of financial condition



SMITH JACOBS CO INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2011

NOTE 12 DERIVATIVE FINANCIAL INSTRUMENTS AND OFF-BALANCE SHEET
RISK CONTINUED

The Company is exposed to credit losses in the event customers fail to satisfy their

obligations in connection with their securities transactions As of September 30 2011

customer obligations to the
clearing firm were collateralized by cash and securities with

market values in excess of the obligations

NOTE 13 CONCENTRATIONS OF CREDIT RISK

Cash equivalents amounts due from
clearing brokers and securities positions all

represent concentrations of credit risk Management does not believe that the ultimate

disposition of these items will result in any loss to the Company

The Company is engaged in various trading and brokerage activities whose

counterparties primarily include broker-dealers and other financial institutions In the

event counterparties do not fulfill their obligations the Company may be exposed to

risk The risk of default depends on the creditworthiness of the counterparty or issuer

of the instrument It is the Companys policy to review as necessary the credit-standing

of each counterparty with which it conducts business

The Company maintains cash in bank account that at times may exceed federally

insured limits

NOTE 14 RELATED PARTY TRANSACTIONS

The Company has incurred floor brokerage and
clearing expenses to

party
related

through common ownership The amount due to this affiliate was $132883 at

September 30 2011

An individual affiliated with the stockholders is indebted to the Company at September

30 2011 in the amount of $238425 The loan is non-interest bearing with no

repayment terms Stockholders equity is reduced by this loan receivable

NOTE 15 FAIR VALUE MEASUREMENTS

Assets and liabilities measured at fair value are based on one or more of three valuation

techniques identified in the table below The valuation techniques are as follows

Market approach Prices and other relevant information generated by market

transactions involving identical or comparable assets or liabilities

Cost approach Amount that would be required to replace the service
capacity

of an asset replacement cost and

Income approach Techniques to convert future amounts to single present

amount based on market expectations including present value techniques

option-pricing and excess earnings models



SMITH JACOBS CO INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2011

NOTE 15 FAIR VALUE MEASUREMENTS CONTINUED

The following table presents the Companys fair value hierarchy for those assets and

liabilities measured at fair value on recurring basis as of September 30 2011

Level

Quoted

Prices in Level

Active Significant Level

Markets for Other Significant Total at

Identical Observable Unobservable September Valuation

Descriotion Assets Inputs Inputs 30 2011 Technique

Investment securities

Equity securities 1925 1925

Options 4.185 4.185

Total 6.110 6.110

During the year ended September 30 2011 there were no transfers between levels of

the fair value hierarchy

The carrying amounts of cash and cash equivalents loans and advances and other

receivables other assets and accounts payable and other liabilities approximate fair

value based on their short-term maturities


