
LI III

12060957 0MB APPIIOVAL

Si RI FR \D XCIIANGF COMMISSIO 0MB Number 323U1 At

Vs ashington LE 20549 Explrus Apn 313
stirnated averaq ur Al

ANNUAL AUDTED REPORT hL0I00rI0 1.OO

FORM X17A-5
SECHLL NUMBER

PARTW

In tot on Requ ol Mi kers aini ilet Put suant Sot tio 17 of the

Set ni ti chau of at 1934 tnd It 7a ii utl

RI PORE LOR 111 R10I IIIR4NNING /0 /11 ANI NDJNO
2/3//u

IS 115/S 515 11

RFGISTRANT IDENTIF ICA flON

NAME 01 BROKE DLAI ER AX 8Kr5evcs LL OFFICIAL USE ONLY

ADORE S5 II PRIN P1 01 SINE 55 Do not usc Box No FIRM NO

/0 H/ Sir 701
No od S1c

Osroi1

NAMI ANI It P11 NUMBE 01 P1 RSO\ 10 ON At IN R1OARD 10 1115 R1POR

OUN NI 11EN FI1 LION

P1 BE If AL CCI IAN whose op iion is contained Ifl his Repcn

L4J
if iluaf i5if ii fii iiud Ii iuon

Zoo tAe4 tt3ioc P/I hiQ3
ak

IIF ONE

Ar countn 101 sdcnt in ed St1cs oi any of Its posssloICs

FOR OFF1CAL USE ONLY

Potential persons who ae to respond to the colloc on of

information contained this farm are not required to respond
1410 06 02 unless the form dsplaysa currently vahd 0MB control number



OATH OR AFFIRMATION

swear or affirm that to the best of

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

as
of 2. 20 2. are true and correct further swear or affirm that

neither the company oar any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as thai of customer except as follows

NA
cHMOMcOuN1Y

UC01SE50S4275
Si nature

COMMISSION EXPIRES /OV2O13

Title

Notary Public

Tb report contains check all applicable boxes

Facing Page

./b 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

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

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule l5c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

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

consolidation

An Oath or Afirmation

in 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 of this filing see section 240.1 7a-5e3
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GrantThornton

Audit Tax Advisory

Report of Independent Registered Public Accounting Firm Grant Thornton LLP

2001 Market Street Suite 3100

Phitadeiphia PA 19103-7080

To the Members
215 561 4200

ABA Brokerage Services LLC 215.561.1066

www.Grantlhornton.com

We have audited the accompanying statement of financial condition of ABAX Brokerage Services

LLC he Company as of December 31 2011 and the related statements of income changes in

members capital and cash flows for the
year

then ended that you are filing pursuant to Rule 17a-5

under the Securities Exchange Act of 1934 These financial statements are the responsibility of the

Comp anys 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 as established by the American Institute of Certified Public Accountants Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether

the firancial statements are 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 tlso includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements 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 statements referred to above
present fairly in all material respects the

financial position of ABAX Brokerage Services LLC as of December 31 2011 and the results of its

operations and cash flows for the
year

then ended in conformity with accounting principles generally

accepled 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 information contained on page 12 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 supplementary information

is the responsibility of the Companys management The supplementary 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

GAJi 17v
Philadelphia Pennsylvania

MarcF 14 2012

Grant Thornton ILP

member firm of Grant Thornton international Ltd



ABAX Brokerage Services LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2011

ASSETS

Cash 371673

Commissions receivable 363472

Fixed assets net 90569

Income tax receivable 89679

Other assets 34400

Total assets 949793

LIABILITIES AND MEMBERS CAPITAL

Liabilities

Accounts payable and accrued liabilities 302044

Members capital 647749

Total liabi1itie and members capital 949793

The accompanying otes are an integral part
of this financial statement



ABAX Brokerage Services LLC

STATEMENT OF INCOME

Year ended December 31 2011

Revenues

Commission income 5576802

Expenses

Commission expelses 3118719

Salaries and wages 185850

Regulatory fees and expenses 68261

Professional fees 418140

Travel and entertainment 614698

General and administrative 201111

Depreciation 3902

Taxes 111121

Total expense 4721802

Net income 855000

The accompanying otes are an integral part
of this financial statement



ABAX Brokerage Services LLC

STATEMENT OF CHANGES IN MEMBERS CAPITAL

Year ended December 31 2011

The accompanying not are an integral part of this financial statement

Additional Total

Common paid-in Retained Total members

stock capital earnings equity capital

Balance January 201 10 14990 42749 57749

Reorganization from corporation

to LLC 57749

Net income 855000

Member redemptions 265000

Balance December 31 2011 647749

10 14990 42749 57749



ABAX Brokerage Services LLC

STATEMENT OF CASH FLOWS

Year ended December 31 2011

Cash flows from operating activities

Net income 855000

Adjustments to reconcile net income to net cash

provided by erating activities

Depreciation 3902

Operating asset and liabilities changes

Increase in conmissions receivable 271672

Increase in other assets 124079

Increase in accounts payable 238482

Net cash provided by operating
activities 701633

Cash flows used for investing activities

Purchases of fixed assets 94471

Cash flows used for financing activities

Member redemptions 265000

Net increas in cash 342162

Cash beginning ofTear 29511

Cash end of year 371673

The accompanying notes are an integral part of this financial statement



ABAX Brokerage Services LLC

NOTES TO FINANCIAL STATEMENTS

December 31 2011

NOTE ORGAN
ABAX Brokerage Services LLC ABAX or the Company formerly ABAX Brokerage Services Inc is

Delaware limited Liability company The Company is broker-dealer registered with the Securities and Exchange

Commission SE and member of the Financial Industry Regulatory Authority FINRA and is engaged in

retailing mutual finds selling variable life insurance or annuities and private placement of securities On February

2012 ABAX Brokerage Services Inc was converted into limited liability corporation and renamed ABAX

Brokerage Services LLC

NOTE SUMMAIY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The Companys financial statements have been prepared in accordance with accounting principles generally

accepted in the United States of America GAAP which 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 dite of the financial statements and the amounts of revenues and expenses during the reporting

period Actual results could differ from these estimates

Cash

The Company maintains deposits
in federally insured fmancial institutions in excess of federally

insured FDIC
limits and in institutions in which deposits are not insured However management believes that the Company is

not exposed to significant credit risk due to the financial position of the depository institution in which those

deposits are held The Company is currently in excess of FDIC insurance coverage by $121673

Fixed Assets

Depreciation is tovided on straight-line basis using estimated useful lives of years
Leasehold improvements

are amortized ovr the lesser of the economic useful life of the improvement of years

Revenue Recognition

Revenue is recognized as earned or contractually due in accordance with respective agreements between the

Company and other entities

Continued



ABAX Brokerage Services LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

December 31 2011

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Income Taxes

The Company with the consent of its
single member has elected to be taxed as disregarded entity under sections

of the federal and state income tax law which provides that the Companys items of income deductions losses and

credits are allocaed fully to the Member As result of this election no income taxes have been recognized in the

accompanying financial statements As result the Company filed final tax return with an estimated tax payment

with the Internal Revenue Service IRS The Company received tax refund of $89679 in March 2012 upon
final approval from the IRS

No federal or state taxes have been provided on profits of the Company since the Member is individually liable for

the taxes on its saare of the Companys income or loss In accordance with U.S GAAP the Company has defined

the threshold for recognizing the benefits of tax return positions
in the financial statements as more likely than

not to be sustaned by the applicable taxing authority and requires measurement of tax position meeting the

more likely thar not threshold based on the largest benefit that is more than 50 percent likely to be realized Tax

positions not deemed to meet the more likely than not threshold are recorded as tax benefit or expense in the

current year As of and during the
year

ended December 31 2011 the Company did not have liability
for any

unrecognized tax amounts However managements conclusions concerning its determination of more likely than

not tax positions may be subject to review and adjustment at later date based on factors including but not

limited to furth implementation guidance and ongoing analyses of and changes to tax laws regulations and

interpretations thereof If applicable the Company recognizes interest accrued to unrecognized tax benefits in

interest expense and penalties in other expenses on the statement of income During the year the Company did

not incur any intrest or penalties

NOTE FIXED ASSETS

Fixed assets conist of the following

Depreciable December 31

lives 2011

Leasehold improvements years 26613

Office equipment and furniture
years

67.858

94471

Less accumulited depreciation 3.902

Total 90569



ABAX Brokerage Services LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

December 31 2011

NOTE RELATED PARTY TRANSACTIONS

Under servicing agreement the Member pays
certain of the Companys operational expenses Commission

expenses directly related to commission income generated are paid by the Company The operating results or

financial condition may have been significantly different had the Company been autonomous The Company is

also allocated rent expense from the Member which has long-term operating lease for office space Rent

expense allocated to the Company for the year ended December 31 2011 was $51824

NOTE COMMITMENTS AND CONTINGENCIES

In the ordinary cjurse of business the Company enters into contracts that contain variety of indemnifications

The Companys maximum exposure under these arrangements is unknown However the Company has not had

prior
claims or lo ses pursuant to the contracts and expects the risk of loss to be remote

NOTE NET CAPITAL REQUIREMENTS

The Company as member of FINRA is subject to the Securities and Exchange Commission SEC Uniform

Net Capital Rule 15c3-1 This rule requires the Company to maintain minimum net capital equal to the greater of

$5000 or 6-2/3% of aggregated indebtedness at December 31 2011 as defined At December 31 2011 the

Companys net capital was $69629 which was $49493 in excess of its minimum requirement of $20136 The

Companys ratio aggregate
indebtedness to net capital was approximately 433.79%

NOTE REGULATORY EXEMPTION

The Company his been designated as an exempt broker-dealer under exemption k2i of the SEC Rule 15c3-3

and therefore has not included the schedules entitled Computation for Determination of Reserve Requirements

under Rule 15c-3 and Information for Possession or Control Requirements Under Rule 15c3-3 in the

supplementary information of this report

NOTE SUBSEQUENT EVENTS

The Company has evaluated subsequent events through March 14 2012 the date these financial statements were

issued and determined that no events which have occurred would require adjustments to the financial statements

10
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ABAX Brokerage Services LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

December 31 2011

NET CAPITAL

Total members capital 647749

Non-allowable asets 578120

Net capital 69629

AGGREGATE INDEBTEDNESS

Accounts payable
and accrued liabilities 302044

NET CAPITAL REQUIREMENT MINIMUM

Net capital requird as 6.67% of
aggregate

indebtedness 20136

Minimum dollar net capital required per SEC Rule 15c3-1 5000

Net capital requirment 20136

Excess net capital 49493

Ratio of
aggregate

iidebtedness to net capital
433.79%

Reconciliation of utiaudited computation of net capital to audited computation of net

capital as of Deember 31 2011

Unaudited compL.tation of net capital per most recent quarterly filing 558070

Audit adjustment for additional other assets 89679

Adjusted computttion of net capital 647749

Statement pursuant to Paragraph d4 of Rule 17a-5

The audit adjustment noted above is the only difference between the computation of net capital pursuant

to Rule 15c3-1 and the corresponding computation prepared by ABAX Brokerage Services LLC and

included in the Companys unaudited Part II of Form X-17A-5 as of December 31 2011 filed on

January 30 2012

12



Grantlhornton

Audit Tax Advisory

Grant Thornton LLP

2001 Market Street Suite 3100

Report of Independent Registered Public Accounting
Philadelphia PA 19103-7080

Firm on Internal Control Required by SEC Rule
1215 561 4200

17a-5g1 for Broker-Dealer Claiming an Exemption 215.561.1066

www.Grantlhointon.com
from SEC Rule 15c3-3

In ph nning and performing our audit of the financial statements of ABAX Brokerage Services 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

controi 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 SECwe 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 l7a-5g in making the

periodic computations of
aggregate indebtedness or aggregate debits and net capital under Rule

7a-3a 11 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

relatirLg 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 raanagement of the Company is responsible for establishing and maintaining internal control

and ihe 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 rriated 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 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 wiich the Company has responsibility are safeguarded against loss from unauthorized use or

dispot and that transactions are executed in accordance with managements authorization and

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

princiDles generally accepted in the United States of America Rule l7a-5g lists additional
objectives

of the practices and procedures listed in the preceding paragraph

13
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U.S member firm of Grant Thornton internationai Ltd



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

def ciency in internal control 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 and correct 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

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

there .s 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

paragiaphs and would not necessarily identify all deficiencies in internal control that might be

mater al weaknesses We did not identify any deficiencies in internal control and control activities

for saeguarding securities that we consider to be material weaknesses as defined previously

We uaderstand 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

Comç.anys 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 is intended solely for the information and use of management the SEC FINRA 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 anTone other than these specified parties

rA77frt LLF

Philadelphia Pennsylvania

March 14 2012
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