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OATH OR AFFIRMATION

James Santori

swear or affirm that to the

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

to the firm of

OTALLC
asof

December 31 2012 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

mission Expires February 282G4

This report contains check all applicable boxes

Facing page

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 5c3-3

Information Relating to the Possession or control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- 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 con

solidation

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 accounting control

Schedule of segregation requirements
and funds in segregation--customers regulated commodity futures account

pursuant to Rule 17 1-5

spor conditions of confidential
treatment of certain portions of this filing see section 240.1 7a-5e3

CFb
Title
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INDEPENDENT AUDITORS REPORT

To OTA LLC

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 OTA LLC as of December 31 2012 in conformity with accounting principles generally accepted

in the United States of America

14
Roseland New Jersey

February 25 2013

An independent firm associated with AGN International Ltd



CONDITION

December 31 2012

ASSETS

Cash

Receivables from clearing brokers

Securities owned at fair value

Other assets

LIABILITIES AND MEMBERS EQUITY

Liabilities

Securities sold not yet purchased at fair value

Accounts payable and accrued expenses

Due to affiliate

Total liabilities

Members equity

182529

75363029

204062468

161449

279769475

217410867

1908980

500337

219820184

59949291

279769475

See accompanying notes to financial statement



TATEMENT

Nature of business and summary of significant accounting policies

Nature of Business

OTA LLC the Company is limited liability company organized under the laws of the state of Delaware The

Companys operations consist primarily of engaging in proprietary principal transactions as dealer on the major

United States securities exchanges The Company also conducts nominal customer agency business primarily

for employees and related parties

The Company is registered broker-dealer with the Securities and Exchange Commission SEC and is member

of the Financial Industry Regulatory Authority FINRA

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the

United States of America GAAP

These financial statements were approved by management and available for issuance on February 25 2013

Subsequent events have been evaluated through this date

Valuation of Investments in Securities and Securities at Fair Value Definition and Hierarchy

In accordance with GAAP fair value is defined as the price that would be received to sell an asset or paid to

transfer liability i.e the exit price in an orderly transaction between market participants at the measurement

date

In determining fair value the Company uses various valuation approaches In accordance with GAAP fair value

hierarchy for inputs is used in measuring fair value that maximizes the use of observable inputs and minimizes the

use of unobservable inputs by requiring that the most observable inputs be used when available Observable

inputs are those that market participants would use in pricing the asset or liability based on market data obtained

from sources independent of the Company Unobservable inputs reflect the Companys assumptions about the

inputs market participants would use in pricing the asset or liability developed based on the best information

available in the circumstances The valuation techniques are consistent with the market cost or income

approaches to measuring fair value If more than one valuation technique is used to measure fair value the results

are evaluated considering the reasonableness of the range of values indicated by those results The fair value

hierarchy is categorized into three levels based on the inputs as follows

Level Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that

the Company has the ability to access Valuation adjustments and block discounts are not applied to Level

securities Since valuations are based on quoted prices that are readily and regularly available in an active

market valuation of these securities does not entail significant degree of judgment

Level 2- Valuations based on quoted prices in markets that are not active or for which all significant inputs are

observable either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement



OTA LLC

NOTES TO FJNANCAL STATEMENT

Nature of business and summary of significant accounting policies continued

Valuation of Investments in Securities and Securities at Fair Value Definition and Hierarchy continued

The availability of valuation techniques and observable inputs can vary from security to security and is affected by

wide variety of factors including the type of security whether the security is new and not yet established in the

marketplace and other characteristics particular to the transaction To the extent that valuation is based on

models or inputs that are less observable or unobservable in the market the determination of fair value requires

more judgment Those estimated values do not necessarily represent the amounts that may be ultimately realized

due to the occurrence of future circumstances that cannot be reasonably determined Because ofthe inherent

uncertainty of valuation those estimated values may be materially higher or lower than the values that would have

been used had ready market for the securities existed Accordingly the degree of judgment exercised by the

Company in determining fair value is greatest for securities categorized in Level In certain cases the inputs

used to measure fair value may fall into different levels of the fair value hierarchy In such cases for disclosure

purposes the level in the fair value hierarchy within which the fair value measurement in its entirety falls is

determined based on the lowest level input that is significant to the fair value measurement

Fair value is market-based measure considered from the perspective of market participant rather than an

entity-specific measure Therefore even when market assumptions are not readily available the Companys own

assumptions are set to reflect those that market participants would use in pricing the asset or liability at the

measurement date The Company uses prices and inputs that are current as of the measurement date including

periods of market dislocation In periods of market dislocation the observability of prices and inputs may be

reduced for many securities This condition could cause security to be reclassified to lower level within the fair

value hierarchy

The Company considers transfers between the levels within the fair value hierarchy when circumstances

surrounding the fair value for particular security conform to different level of the fair value hierarchy than as

previously reported Whenever circumstances occur whereby there is transfer within the fair value hierarchy the

Company considers the date the event or change in circumstances occurred which caused the transfer

Valuation Techniques

Investments in Securities

The Company values investments in securities and securities sold short that are freely tradable and are listed on

national securities exchange or reported on the NASDAQ national market at their last sales price as of the last

business day of the year Options are priced at the midpoint of the bid and ask prices or last sale

Investments in Warrants

The Company applies modified Black-Scholes calculation in the measurement of these restricted warrants This

pricing model takes into account the contract terms including maturity as well as multiple inputs including time

value implied volatility equity prices and interest rates The Company uses an assumed interest rate of 10 basis

points The volatility is based on the underlying equity and is capped at 50% further discount is applied based

on lack of marketability



TATEMENT

Nature of business and summary of significant accounting policies continued

Fair Value Valuation Processes

The Company establishes valuation processes and procedures to ensure that the valuation techniques for

investments that are categorized within Level of the fair value hierarchy are fair consistent and verifiable Senior

management oversees the entire valuation process of the Companys Level investments Senior management is

responsible for developing the Companys written valuation processes and procedures conducting periodic

reviews of the valuation policies and evaluating the overall fairness and consistent application of the valuation

policies

Since December 31 2012 there have been no changes in valuation techniques within Level and fair value

hierarchy that have made material impact on the valuation of financial instruments

Revenue and Expense Recognition from Securities Transactions

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

gains and losses are reflected in revenues

Leasehold Improvements

Leasehold improvements are stated at cost less accumulated depreciation and amortization The Company provides

for depreciation and amortization as follows

Estimated

Asset Useful Life Principal Method

Leasehold improvements lease term Straight-line



OTA LLC

NOTES TO FINANCIAL STATEMENT

Nature of business and summary of significant accounting policies continued

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

The Company follows an asset and liability approach to financial accounting and reporting for income taxes

Deferred income tax asset and liabilities are computed for difference between the financial statement and tax basis of

assets and liabilities that will result in taxable or deductible amounts in the future based on the 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 the deferred income tax assets to the amount expected to be realized

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

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



TATEMENT

The Companys assets and liabilities recorded at fair value have been categorized based upon fair value

hierarchy as described in the Companys significant accounting policies in Note

The following table presents information about the Companys assets and liabilities measured

December 31 2012

at fair value as of

Quoted Prices

in Active

Markets for

Identical Assets

Level

Significant

Other

Observable

Inputs

Level

Significant

Unobservable

Inputs

Level

Balance

as of

December 31
2012

Assets at fair value

Investments in securities

Common stocks

Closed-End Fund

Agriculture

Pharmaceutical

Energy

Other

Preferred stocks

Energy

Insurance

Banking

Other

American depository receipts

Energy

Telecommunications

Other

Exchange traded funds

Equity Funds

Commodity funds

Debt funds

Warrants

Auto Manufacturers

Bioscience

Pharmaceutical

Computers

Other

Debt securities

Commercial services

Semiconductors

Other

Total investments in securities

10731877

10169452

5627902
5016821

17628482

9796804
2067968
1850341

1937786

3555709
1256062

2482491

17019636

6634049
2227664

33946527

1327915

45913256
15500000

680310

195371052

3641679
1836323

1451051

1235923

10731877

10169452

5627902
5016821

18154922

9796804
2067968
1850341

1937786

3555709

1256062

2482491

17019636

6634049
2227664

33946527

3641679
1836323

1451051

2563838

45913256

15500000

680310

204062468

Fair value measurements

526440

526440 8164976



TATEMENT

Identical Assets

Level

Inputs

Level

Inputs

Level

December 31
2012

Liabilities at fair value

Securities sold short

Common stocks

Automotive

Commercial Services

Semiconductors

Oil and Gas

Close-end Funds

Pharmaceuticals

Agricultural

Other

Preferred stocks

Real estate investment trust

Banking

Other

American depository receipts

Energy

Basic materials

Communications

Other

Exchange traded funds

Equity Funds

Commodity funds

Debt funds

Warrants

Options

Auto manufacturers

Biotechnology

Other

Total securities sold short

39866959
45208548
15310785

13989352
9148222
9710011
8155294

22264447

1690915
986326

1479205

5879162
1489954
1477627

233236

22225796
7388252
2896885

448517

5750780

1610813
199781

217410867

39866959

45208548
15310785
13989352

9148222
9710011
8155294

22264447

1690915
986326

1479205

5879162
1489954

1477627
233236

22225796
7388252
2896885

448517

Fair value measurements continued

5750780
1610813

_______________ ______________ 199781
217410867



TATEMENT

The following table summarizes the quantitative information with respect to valuation methodology and significant

observable inputs used for the Companys investments that are categorized within Level of the fair value

hierarchy as of December 31 2012

Equity Securities $526440 Quoted prices in an active market

25% discount of stock price

due to lack of marketability

due to the legended stock

requiring month holding

period

The following table presents additional information about Level assets and liabilities measured at fair value Both

observable and unobservable inputs may be used to determine the fair value of positions that the Company has

classified within the Level category As result the unrealized gains and losses for assets and liabilities within

the Level category may include changes in fair value that were attributable to both observable e.g changes in

market interest rates and unobservable e.g changes in unobservable long-dated volatilities inputs

Assets at fair value

Investments in securities

Warrants

Biotechnology

Pharmaceuticals

Computers

Other

Total investments in securities

Realized and unrealized gains and losses are included in principal transactions in the statement of

operations

The change in unrealized gains losses for the year ended December 31 2012 for investments still held at

December 31 2012 are reflected in principal transactions in the statement of operations

Fair value measurements continued

Investments in

Equity Securities

Fair Value at

December31 2012

Valuation

Techniques Observable Inputs

Changes in Level assets and liabilities measured at fair value for the year ended December 31 2012 were as

follows

Level Investments at Fair value

Change in

Unrealized

Gains Losses

Realized for Investments

Beginning Unrealized Ending still held at

Balance Gains Balance December 31

January Losses December 31 2012

2012 Purchases Sales 2012

4553623 457388 3503888 3958444 3641679 4415832

841134 1981932 3545621 568500 1836323 2039682

2608295 31 57191 1999947 1451051 3157191

16830521 17141564 1546965 1235923 17141563

24833573 22738075 10596421 4526944 8164976 26754268



TATEMENT

The following table summarizes the quantitative information with respect to valuation methodology and significant

unobservable inputs used for the Companys investments that are categorized within Level of the fair value

hierarchy as of December 31 2012

Investments

Private

Operating

ratnanae

Fair Value at

December 31

2012

Valuation

Techniques Unobservable Inputs

Range of Inputs

Weighted Average

Warrant positions $8164976 Proprietary

Pricing Model

Industry Volatility

Risk-free interest rate

Estimated time to exit maturity

remaining on option contracts

Discount for lack of marketability

.7%-50% 49.53%

10bps

799 days on average

2.7%-i 00% 25.06%

Derivatives

In the normal course of business the Company utilizes derivative contracts in connection with its proprietary

trading activities Investments in derivative contracts are subject to additional risks that can result in loss of all or

part of an investment The Company is also subject to additional counterparty risk due to inability of its

counterparties to meet the terms of their contracts

Options

The Company is subject to equity price risk in the normal course of pursuing its investment objectives Option

contracts give the Company the right but not the obligation to buy or sell within limited time financial

instrument commodity or currency at contracted price that may also be settled in cash based on differentials

between specified indices or prices Options written obligate the Company to buy or sell within limited time

financial instrument at contracted price that may also be settled in cash based on differentials between specified

indices or prices

The Company is exposed to counter-party risk from the potential that seller of an option contract does not sell or

purchase the underlying asset as agreed under the terms of the option contract The maximum risk of loss from

counterparty risk to the Company is the fair value of the contracts and the premiums paid to purchase its open

option contracts The Company considers the credit risk of the intermediary counterparty to its option transactions

in evaluating potential credit risk

Fair value measurements continued

10



TATEMENT

Derivatives continued

Warrants

The Company may purchase warrants in the normal course of pursuing its investment objectives The value of

warrant has two components time value and intrinsic value warrant has limited life and expires on certain

date As time to the expiration date of warrant approaches the time value of warrant will decline In addition

if the stock underlying the warrant declines in price the intrinsic value of an in the money warrant will decline

Further if the price of the stock underlying the warrant does not exceed the strike price of the warrant on the

expiration date the warrant will expire worthless As result there is the potential for the Company to lose its

entire investment in warrant

The Company is exposed to counterparty risk from the potential failure of an issuer of warrants to settle its exercised

warrants The maximum risk of loss from counterparty risk to the Company is the fair value of the contracts and the

purchase price of the warrants The Company considers the effects of counterparty risk when determining the fair

value of its investments in warrants

Volume of Derivative ActWities

At December 31 2012 the volume of the Companys derivative activities based on their notional amounts and

number of contracts categorized by primary underlying risk are as follows

Primary Underlying Risk

Long exposure

Notional Number

amounts of contracts

Short exposure

Notional Number

amounts of contracts

Options

Warrants 39918795 5481238

Notional amounts presented are based on the fair value of the underlying shares as if the options and

warrants were exercised at December 31 2012

Notional amounts for long contracts presented are based on the intrinsic value of warrants that are in the money at

December 31 2012 as if those warrants had been converted to underlying shares

23112769

992122

26262

73214

11



TATEMENT

Derivatives continued

Impact of Derivatives on the Statement of Financial Condition and Statement of Operations

The following table identifies the fair value amounts of derivative instruments included in the statement of

financial condition as derivative contracts categorized by primary underlying risk at December 31 2012 The

following table also identifies the net gain and loss amounts included in the statement of operations as net gain

loss from derivative contracts categorized by primary underlying risk for the year ended December 31 2012

Derivative Derivative Amount of

Primary Underlying Risk assets liabilities gain loss

8164976

8164976

7561373 4799406

448517 __________________

8009890 4799406

Net capital requirement

Off-balance sheet risk

Options

Warrants

Total

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

Rule 15c3-1 The Company computes its net capital under the net capital requirement for market makers

permitted by the rule which requires that the broker-dealer shall maintain net capital in an amount not less than

$2500 for each security in which it makes market unless security in which it makes market has market

value of $5 or less in which event the amount of net capital shall be not less than $1000 for each such security

based on the average number of such markets made by such broker or dealer during the 30 days immediately

preceding the computation date Under no circumstances shall minimum net capital be less than or equal to the

greater of $250000 or 2% of aggregate debit items as defined or more than $1000000 At December 31 2012

the Companys net capital was $41323874 which was $40478424 in excess of its minimum requirement of

$845450

Pursuant to clearance agreements the Company introduces all of its securities transactions to clearing brokers on

fully-disclosed basis All of the customers money balances and long and short security positions are carried on the

books of the clearing brokers In accordance with the clearance agreements the Company has agreed to indemnify

the clearing brokers for losses if any which the clearing brokers may sustain from carrying securities transactions

introduced by the Company In accordance with industry practice and regulatory requirements the Company and the

clearing brokers monitor collateral on the customers accounts

In addition the receivables from the clearing brokers are pursuant to these clearance agreements There is

clearing deposit of $50000 with Merrill Lynch Professional Clearing Corp

12



TATEMENT

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

Exemption from Rule 15c3-3

The Company is exempt from the Securities and Exchange Commission Rule 15c3-3 and therefore is not required

to maintain Special Reserve Bank Account for the Exclusive Benefit of Customers

Contingencies

In the normal course of business the Company is subject to reviews and inquiries by various regulatory authorities

arising out of its activities as broker-dealer in securities It is the opinion of management that the various reviews

and inquiries by regulatory authorities will not have material adverse effect on the Companys financial position

Related party transactions

The Company occupies office space under lease which is held by management company with common

ownership As such portion of the rental expense was allocated to the Company Total allocated rent expense for

2012 was $205200

For the year ended December 31 2012 the Company paid management fees of $6182676 to management

company with common ownership

10 Employee benefit plan

The Company maintains retirement plan the Plan pursuant to Section 401k of the Internal Revenue Code for

eligible participants to make voluntary contributions of portion of their annual compensation on deferred basis

subject to limitations provided by the Internal Revenue Code Matching contributions made by the Company to the

plan are based on specified percentage of employee contributions Additionally the Company has profit sharing

plan to which it may contribute an amount at its discretion

11 Subsequent events

Subsequent to December 31 2012 Members affected withdrawals of approximately $103000

Concentrations of credit risk

13


