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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

NativeOne Institutional Trading LLC as

of
December 31 20 11 arc 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

GLORIA ucij
Notary Public Stils C1NSWI$C

Signature

Nebi
Title

Notary Public

This report contains check all applicable boxes
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12 Statement of Financial Condition

Statement of Income Loss
Statement of Changes 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 Under Rule 15c3- 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 ofthe previous audit

For conditions of confidential treatment of certain portions ofthisfiuing see section 240.1 7a-5e3
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Independent Auditors Report

To the Members

NativeOne Institutional Trading LLC

New York New York

We have audited the accompanying statement of financial condition of NativeOne Institutional Trading LLC as of

December 31 2011 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 basic financial statement is free of material misstatement An audit includes examining on test

basis evidence supporting the amounts and disclosures in the financial statement 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 NativeOne Institutional Trading LLC as of December 31 2011 in conformity with accounting principles

generally accepted in the United States of America

February28 2012

Somerville New Jersey

WithumSmithBrown is member of HLB International world-wide network ot independent professional accounting firms and business advisers



NativeOne Institutional Trading LLC

Statement of Financial Condition

December 31 2011

Assets

Cash and cash equivalents 10501

Due from Broker 1099782

Due from member 271397

Other assets 13833

1395513

Liabilities and Members Equity

Liabilities

Accounts payable and accrued expenses 29222

Due to Affiliate 56727

85949

Members equity 1309564

1395513

The Notes to Financial Statements are an integral part of this statement



NativeOne Institutional Trading LLC

Notes to Financial Statements

December31 2011

Organization and Nature of Business

NativeOne Institutional Trading LLC the Company is organized as New York Limited Liability

Company is registered broker-dealer under the Securities Exchange Act of 1934 and is member of

the Financial Industry Regulatory Authority the New York Stock Exchange the American Stock

Exchange and the Securities Investor Protection Corporation The Company provides equity and fixed

income trading services to institutional clients in exchange for commissions

The Companys majority member is NativeOne Financial Holdings Inc the Parent There are also

individual minority members The Company has certain transactions with some of its members and

Raymond Forbes Co Inc the Affiliate broker-dealer affiliated with the Company through

common ownership interests As such had the Company operated as an unaffiliated entity the financial

position and results of operations could differ from those reflected herein

Significant Accounting Policies

Basis of Accounting
The financial statements have been prepared on the accrual basis in accordance with accounting

principles generally accepted in the United States of America

Cash

Cash and cash equivalents include cash on hand and in the bank as well as all short-term securities held

for the primary purpose of general liquidity Such securities normally mature within three months from the

date of acquisition

Revenue Recognition

Commission revenues and related expenses are recognized on trade date basis as required

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America 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

Income Taxes

The Company is limited liability company and is treated as partnership for federal and state income

taxes As such the members will reflect income or loss as applicable on their individual tax returns

The Company has analyzed its tax positions and has concluded that there are no unrecognized tax

benefits at December 31 2011 All of the Companys previously filed United States federal and New York

State tax returns are subject to income tax examination There are no tax related penalties or interest

reflected on these financial statements

Related Party Transactions

During the year the Company advanced one of its members total of $271397 which remains due as of

December 31 2011 The total amount due from the member is non-interest bearing

Amounts due to affiliate represents amounts paid by the Affiliate on behalf of the Company for payroll and

other expenses The total expenses paid by the Affiliate on behalf of the Company during the year ended

December 31 2011 was $104132 of which $56727 remains payable to the Affiliate at December 31

2011



NativeOne Institutional Trading LLC

Notes to Financial Statements

December31 2011

Credit Risk and Concentrations

Financial instruments that are potentially subject to credit risk include cash and cash equivalents The

Company maintains its cash in bank deposit account with one major financial institution The Federal

Deposit Insurance Corporation insures the Companys interest bearing bank account up to $250000

Fair Value of Assets and Liabilities

Professional standards define fair value establish consistent framework for measuring fair value and

expand disclosure requirements for fair value measurements Due to the nature of the Companys assets

and liabilities there are no disclosures required under these standards

The Companys assets including cash and cash equivalents and due from broker are carried at

contracted values which approximate fair value Similarly accrued expenses are carried at contracted

amounts which approximate fair value

Commitments

The Company entered into clearing agreement with Broadcort Division of Merrill Lynch Pierce Fenner

Smith Inc Broadcort on January 2011 The agreement is considered secondary agreement to

the primary agreement between Broadcort and one of the Companys members The agreement can be

terminated by either party with thirty days notice

The Company also entered into clearing agreement with Incapital LLC on August 31 2011 The

agreement has three year term and will renew each year thereafter unless either party provides at least

ninety days notice of its intent to terminate the agreement

Special Account for the Exclusive Benefit of Customers

The Company is exempt from the provisions of Rule 15c3-3 of the Securities Exchange Act of 1934 and

therefore is not required to maintain Special Reserve Bank Account for the Exclusive Benefit of

Customers as the Companys activities are limited to those set forth in the conditions for exemption of

rule 5c3-3k2ii

Net Capital Requirements

Pursuant to the basic uniform net capital provisions of the Securities and Exchange Commission the

Company is required to maintain minimum net capital as defined in such provisions Further the

provisions require that the ratio of aggregate indebtedness as defined to net capital shall not exceed 15

to Net capital and the related net capital ratio may fluctuate on daily basis At December 31 2011
the Company had net capital and net capital requirements of $1024334 and $100000 respectively The

Companys aggregate indebtedness to net capital ratio was .08 to

10 Subsequent Events

The Company has evaluated subsequent events through the date of financial statement issuance and

has determined that there are no events requiring recognition or disclosure in these financial statements
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Report on Internal Control Required by SEC Rule 17a-5g for Broker-Dealer

Claiming an Exemption from SEC Rule 15c3-3

To the Members

NativeOne Institutional Trading LLC

In planning and performing our audit of the financial statements of NativeOne Institutional Trading LLC the
Company as of and for the year ended December 31 2011 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 17a-5g1 of the Securities and Exchange Commission SEC we have made 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 we considered relevant

to the objectives stated in Rule 17a-5g in making the periodic computations of aggregate indebtedness or
aggregate debits and net capital under Rule 17a-3a11 and for determining compliance with the exemptive

provisions of Rule 15c3-3 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

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation 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 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 generally accepted accounting

principles Rule 17a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

WrthumSmithBromn is member of HLB International world-wide network of independent professional accounting firms and business advisers



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 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 that is less severe than

material weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the companys financial statements will not be prevented or

detected and corrected 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 that we consider to be material weakness 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 as described in the second paragraph

of this report were adequate at December 31 2011 to meet the SECs objectives

This report recognizes that it is not practicable in an organization the size of NativeOne Institutional Trading LLC
to achieve all the divisions of duties and crosschecks generally included in an internal control environment and

that alternatively greater reliance must be placed on surveillance by management

This report is intended solely for the information and use of the Board of Directors management the SEC 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

February 28 2012

Somerville New Jersey


