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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
member’s 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
Company’s 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 a 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
Company’s internal control over financial reporting. Accordingly, we express no such opinion. An
audit also includes examining, on a 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 a 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
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 a whole. The information contained on page 12 is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
requirsd by Rule 17a-5 under the Securities Exchange Act of 1934. Such supplementary information
is the responsibility of the Company’s management. The supplementary information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinicn, is faitly stated in all material respects in relation to the basic financial statements taken as a
whole.

Philadelphia, Pennsylvania

Marct. 14, 2012

Grant Thornton | LP
U.S. rember firm of Grant Thornton International Ltd



ABAX Brokerage Services LLC
STATEMENT OF FINANCIAL CONDITION

December 31, 2011

ASSETS
Cash $ 371,673
Commissions receivable 363,472
Fixed assets, net 90,569
Income tax receivable 89,679
Other assets 34,400
Total assets $ 949,793

LIABILITIES AND MEMBER’S CAPITAL

Liabilities
Accounts payable and accrued liabilities $ 302,044
Membet’s capital 647,749
Total liabilities and member’s capital $ 949,793

The accompanying rotes are an integral part of this financial statement.
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Revenues
Commission incotne

Expenses
Commission expeases
Salaries and wages
Regulatory fees and expenses
Professional fees
Travel and entertainment
General and administrative
Depreciation
Taxes

Total expenses

Net income

ABAX Brokerage Services LLC
STATEMENT OF INCOME

Year ended December 31, 2011

The accompanying totes are an integral part of this financial statement.
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$ 5,576,802

3,118,719
185,850
68,261
418,140
614,698
201,111
3,902
111,121

4,721,802

$ 855,000



ABAX Brokerage Services LLC
STATEMENT OF CHANGES IN MEMBER’S CAPITAL

Year ended December 31, 2011

Additional Total
Common paid-in Retained Total member’s
stock capital earnings equity capital
Balance, January 1, 2011 $ 10 $ 14,990 $ 42,749 $ 57,749 $ -
Reorganization from a “C” corporation

to LLC (10) (14,990) (42,749) (57,749) 57,749
Net income - - - - 855,000
Member redemptions - - - - (265,000)
Balance, December 31, 2011 $ - $ - $ - $ - $ 647,749

The accompanying notes are an integral part of this financial statement.
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ABAX Brokerage Services LLC
STATEMENT OF CASH FLOWS

Year ended December 31, 2011

Cash flows from operating activities

Net income
Adjustments to reconcile net income to net cash
provided by ooerating activities
Depreciation
Operating assets. and liabilities changes
Increase in commissions receivable
Increase in other assets
Increase in accounts payable

Net cash provided by operating activities

Cash flows used for investing activities
Purchases of fixed assets

Cash flows used for financing activities
Member redemptions

Net increase in cash
Cash, beginning of vear

Cash, end of year

The accompanying notes are an integral part of this financial statement.
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$ 855,000

3,902
(271,672)
(124,079)

__ 238482

701,633

(94,471)

(265,000)

342,162
29,511

$ 371,673



ABAX Brokerage Services LLC
NOTES TO FINANCIAL STATEMENTS

December 31, 2011

NOTE A - ORGANIZATION

ABAX Brokerage Services LLC (“ABAX” or the “Company”) (formerly, ABAX Brokerage Services, Inc.) is a
Delaware limited liability company. The Company is a broker-dealer registered with the Securities and Exchange
Commission (“SEC”) and a member of the Financial Industry Regulatory Authority (“FINRA”) and is engaged in
retailing mutual funds, selling variable life insurance or annuities, and private placement of securities. On February
4, 2012, ABAX Brokerage Services, Inc. was converted into a limited liability corporation and renamed ABAX
Brokerage Services LLC.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Basis of Preseritation

The Company’s 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 labilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the amounts. of revenues and expenses during the reporting
period. Actual results could differ from these estimates.

2. Cash

®

The Company maintains deposits in federally insured financial 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 $121,673.

3. Fixed Assets

Depreciation is provided on a straight-line basis using estimated useful lives of 5 years. Leasehold improvements
are amortized over the lesser of the economic useful life of the improvement of 3 years.

4. Revenue Recoznition

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 B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
5. Income Taxes

The Company, with the consent of its single member, has elected to be taxed as a disregarded entity under sections
of the federal and state income tax law which provides that the Company’s items of income, deductions, losses and
credits are allocaed fully to the Member. As a result of this election, no income taxes have been recognized in the
accompanying financial statements. As a result, the Company filed a final tax return with an estimated tax payment
with the Internal Revenue Service (“IRS”). The Company received a tax refund of $89,679 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 Company’s 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 a 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 a tax benefit or expense in the
current year. As of and during the year ended December 31, 2011, the Company did not have a liability for any
unrecognized tax amounts. However, management’s conclusions concerning its determination of “more likely than
not” tax positions may be subject to review and adjustment at a later date based on factors including, but not
limited to, furthzr 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 interest or penalties.

NOTE C - FIXED ASSETS
Fixed assets consist of the following:

Depreciable December 31,

lives 2011
Leasehold improvements 3 years $ 26,613
Office equipment and furniture 5 years 67,858
94,471
Less accumulated depreciation 3902
Total $____90,569



ABAX Brokerage Services LLC
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2011

NOTE D - RELATED PARTY TRANSACTIONS

Under a setvicinz agreement, the Member pays certain of the Company’s 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 a long-term operating lease for office space. Rent
expense allocated to the Company for the year ended December 31, 2011 was $51,824.

NOTE E - COMMITMENTS AND CONTINGENCIES

In the ordinary course of business, the Company enters into contracts that contain a variety of indemnifications.
The Company’s maximum exposure under these arrangements is unknown. However, the Company has not had
prior claims or losses pursuant to the contracts and expects the risk of loss to be remote.

NOTEF - NET CAPITAL REQUIREMENTS

The Company as a member of FINRA is subject to the Securities and Exchange Commission (“SEC”) Uniform
Net Capital Rule 15¢3-1. This rule requires the Company to maintain minimum net capital equal to the greater of
$5,000 or 6-2/3% of aggregated indebtedness at December 31, 2011, as defined. At December 31, 2011, the
Company’s net capital was $69,629, which was $49,493 in excess of its minimum requitement of $20,136. The
Company’s ratio of aggregate indebtedness to net capital was approximately 433.79%.

NOTE G - REGULATORY EXEMPTION

The Company hes been designated as an exempt broker-dealer under exemption (k)(2)(i) of the SEC Rule 15¢3-3
and, therefore, has not included the schedules entitled “Computation for Determination of Reserve Requirements
under Rule 15¢2-3” and “Information for Possession or Control Requirements Under Rule 15¢3-3” in the
supplementary information of this report.

NOTE H - SUBSEQUENT EVENTS

The Company hzs 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.
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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 member’s capital $ 647,749
Non-allowable assets (578,120)
Net capital $ 69,629

AGGREGATE INDEBTEDNESS
Accounts payable and accrued liabilities $ 302,044

NET CAPITAL REQUIREMENT MINIMUM

Net capital requirzd as 6.67% of aggregate indebtedness $ 20,136
Minimum dollar ret capital required per SEC Rule 15¢3-1 $ 5,000
Net capital requirement ‘ $ 20,136
Excess net capital $ 49,493
Ratio of aggtregate indebtedness to net capital 433.79%

Reconciliation of unaudited computation of net capital to audited computation of net
capital as of Dezember 31, 2011

Unaudited compu tation of net capital per most recent quarterly filing $ 558,070
Audit adjustments for additional other assets 89,679
Adjusted computation of net capital § 647,749

Statement pursuant to Paragraph (d)(4) of Rule 17a-5

The audit adjustment noted above is the only difference between the computation of net capital pursuant
to Rule 15¢3-1 and the cotresponding computation prepared by ABAX Brokerage Services LL.C and
included in the Company’s unaudited Part II of Form X-17A-5 as of December 31, 2011 filed on
January 30, 2012.
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from SEC Rule 15¢3-3

In planning 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 Company’s internal
control over financial reporting (“internal control”) as a 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 Company’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (“SEC”), we 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 we considered relevant to the objectives stated in Rule 17a-5(g) in making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under Rule
17a-3/2)(11) and for determining compliance 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, we did not review the practices and procedures followed by the
Company in any of the following:

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

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

The raanagement 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 rzlated costs of controls and of the practices and procedures refetred 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 accounting
princioles generally accepted in the United States of America. Rule 172a-5(g) lists additional objectives
of the practices and procedures listed in the preceding paragraph.
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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.

A defciency in internal control 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 and correct misstatements on a timely basis. A significant deficiency is a deficiency, 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 marerial weakness is a deficiency, or combination of deficiencies, in internal control, such that
there s a reasonable possibility that a material misstatement of the company’s financial statements
will not be prevented, or detected and corrected, on a 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
mater.al weaknesses. We did not identify any deficiencies in internal control and control activities
for sa‘eguarding 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 a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2011, to meet the SEC’s objectives.

This repott is intended solely for the information and use of management, the SEC, FINRA, and
other regulatory agencies that rely on Rule 17a-5(g) 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 anvone other than these specified parties.

Gaomd Thytra LLP

Philadelphia, Pennsylvania

March 14, 2012
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