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INDEPENDENT AUDITORS REPORT

To the Members of

Banyan Securities LLC

We have audited the accompanying statement of financial condition of Banyan Securities LLC the Company as

of December31 2012 that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the

related notes to the statement of financial condition

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of the statement of financial condition in

accordance with accounting principles generally accepted in the United States of America this includes the design

implementation and maintenance of internal control relevant to the preparation and fair presentation of the

statement of financial condition that is free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the statement of financial condition 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

statement of financial condition is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

statement of financial condition The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the statement of financial condition whether due to fraud or

error In making those risk assessments the auditor considers internal control relevant to the Companys

preparation and fair presentation of the statement of financial condition in order to design 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 Accordingly we express no such opinion An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our audit

opinion

Opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects the

financial position of Banyan Securities LLC as of December 31 2012 in accordance with accounting principles

generally accepted in the United States of America

Beverly Hills California

January 23 2013

An independent firpnr ansociated with AGN Innernational Ltd



BANYAN SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2012

ASSETS

Cash 161048

Receivables from clearing broker including clearing deposits of $100000 416046

Commissions receivable 86233

Other assets 65265

728592

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses 93330

Commissions payable 43705

Total liabilities 137035

Members equity 591557

728592

See accompanying notes to financial statement



BANYAN SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Nature of Business and Summary of Significant Accounting Policies

Organization and Nature of Business

Banyan Securities LLC the Company is limited
liability company organized under the laws of the State of

California on December 11 1996 The Company is registered broker-dealer with the Securities and Exchange

Commission SEC and is member of the Financial Industry Regulatory Authority Inc FINRA engaging in

the general securities industry with customers across the United States The term of the Company is until

December 31 2025 but may be terminated earlier as set forth in its operating agreement the Agreement

Basis of Presentation

The accompanying financial statements are presented using U.S generally accepted accounting principles

GAAP Financial statements prepared on GAAP basis require management to make estimates and

assumptions that affect the amounts and disclosures reported in the financial statements and accompanying

notes Such estimates and assumptions could change in the future as more information becomes known which

could impact the amounts reported and disclosed herein

These financial statements were approved by management and available for issuance on January 23 2013

Subsequent events have been evaluated through this date

Securities Transactions

Transactions in securities and related gains and losses are recorded on trade-date basis Securities owned

consist of common stocks of U.S companies and are valued at fair value with gains and losses on securities

included in revenues

Commissions Receivable and Payable

Commissions receivable represents commissions earned by the Company from brokerage transactions not yet

received from its clearing broker No allowance was deemed necessary as of December 31 2012 since the

Company has determined all commissions receivable to be collectible

Commissions payable represents commissions earned by the Companys registered representatives but not yet

paid by the Company

Commissions

Commissions and related clearing expenses are recorded on trade-date basis as securities transactions occur

Income Taxes

The Company is limited liability company and treated as partnership for income tax reporting purposes The

Internal Revenue Code IRC provides that any income or loss is passed through to the members for federal and

state income tax purposes Accordingly the Company has not provided for federal or state income taxes

At December 31 2012 management has determined that the Company had no uncertain tax positions that would

require financial 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 2009



BANYAN SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Summary of Significant Accounting Policies continued

Rental Expenses

In accordance with GAAP the Company recognizes minimum rental expense on straight-line basis over the

lease term The difference between rental expense recognized on straight-line basis and cash paid to the lessor

is recorded as deferred rent liability

Members Compensation

Members compensation is included in compensation and benefits on the statement of operations and primarily

consists of commissions earned specifically by each member

Use of Estimates

The preparation of financial statements in conformity with GAAP requires the Companys management to make

estimates and assumptions that affect the amounts disclosed in the financial statements Actual results could

differ from those estimates

Limitation of Members Liability

The debts obligations and liabilities of the Company shall solely be the debts obligations and liabilities of the

Company and no member shall be obligated personally for any such debt obligation or liability solely by reason of

being member except for any debts obligations and liabilities that may arise from regulatory agency

Members Equity

Contributions and distributions by members may be made from time to time with the consent and approval of

majority interest of the members as set forth in the Agreement Profits and losses are in general terms allocated

to the members on pro rata basis based on their respective membership interest Managing members have

additional rights powers and authority as part of their ownership interest in the Company

Due from Clearing Broker

The Company clears all of its proprietary and customer transactions through National Financial Services LLC on

fully disclosed basis Due from clearing broker represents cash balances at the clearing broker Certain balances

at the Companys clearing broker are restricted to comply with the Companys agreement with the clearing broker

The Company conducts business with brokers and dealers that are members of the major securities exchanges

The Company has policy of reviewing as considered necessary the credit standing of each broker with which it

conducts business



BANYAN SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Execution Services

In the normal course of business the Company provides its customers with trade execution services The

Company is generally compensated for such services as part of the commission charged to its customers

Concentration Risk

For the year ended December 31 2012 nine customer accounts comprised 72% of the Companys total

commission revenues

In the normal course of business the Companys customer activities involve the execution settlement and

financing of various customer securities transactions These activities may expose the Company to off-balance-

sheet risk in the event the customer or other broker is unable to fulfill its contracted obligations and the Company

has to purchase or sell the financial instrument underlying the contract at loss

The Company maintains its cash balances in various financial institutions These balances are insured by the

Federal Deposit Insurance Corporation up to $250000 per institution

Commitments and Contingencies

Clearing Broker Agreement

The Companys agreement with its clearing broker requires the Company to maintain minimum net capital as

defined by the SEC Uniform Net Capital Rule 15c3-1 of at least $100000 an aggregate indebtedness ratio also

defined not to exceed 10 to see Note 10 and minimum deposit of cash or securities totaling $100000

Commissions receivable from the clearing broker may be applied to satisfy the deposit requirement

Leases

The Company leases office space pursuant to long-term lease agreement with minimum annual rental

payments The lease is subject to escalation clauses operating expenses and real estate taxes portion of the

office space is subleased to other companies Sublease agreements are renewed annually and are currently set to

expire on July 31 2013 The occupancy expense for the year ended December 31 2012 was $425076 which is

net of sublease income and reimbursed occupancy expenses received of $166500

At December 31 2012 the Companys remaining future minimum lease commitments and sublease income are

as follows

Minimum

Annual Minimum

Rental Sublease

Payments Income Net

2013 420439 67243 353196

2014 249643 249643
Total 670082 67243 602839



BANYAN SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Exemption from Rule 15c3-3

The Company is exempt from the SEC Rule 15c3-3 and therefore is not required to maintain Special Reserve

Bank Account for the Exclusive Benefit of Customers

Profit Sharing Plan

The Company has qualified retirement multiemployer plan commonly referred to as the 401k Plan the Plan
which covers substantially all of its full-time employees who have at least 1000 hours of service with the

Company

The Plan includes employee contributions and matching contributions by the Company subject to certain

limitations In addition the Company may contribute additional amounts to the Plan at its discretion based on its

profits for the year The Company contributed $11700 to the Plan for the year ended December 31 2012

10 Net Capital Requirements

As registered broker-dealer with the SEC and the FINRA the Company is subject to the SEC Uniform Net

Capital Rule 5c3-1 the Rule which requires the maintenance of minimum net capital equal to or the greater of

$100000 or 6-2/3% of aggregate indebtedness both as defined by the Rule At December 31 2012 the

Company had net capital of $527219 which was $427219 in excess of its required net capital of $100000 The

Companys ratio of aggregate indebtedness to net capital was 0.26 to

11 Financial Instruments with Off-Balance Sheet Risk

The Company engages in short selling activities from time to time throughout the year wherein it borrows

securities and sells them to third parties Until the Company covers its short sales it is exposed to market risk to

the extent that subsequent market fluctuations may require purchasing securities sold not yet purchased at prices

that may be significantly higher than the fair value reflected in the statement of financial condition The Companys

marketable securities owned and receivables from clearing broker may be restricted to the extent of the value of

the short securities


