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OATH OR AFFIRMATION

_____________________________________________________________________
swear or affirm that to the best of

my knowledge and belif the accompapying financial statement and supporting schedules pertaining to the firm of

LLG
of 4_ 20 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

f1 --

NANCY MAU.OZZI

NOTARY PUBLIC-STATE OP NEW YORK

No 01MA617712$ _______________________________
Qualified In Kings Counly Title

Commission Ixpi br 13 2015

otaiy Public ..-

This repo
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 CapitalS

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

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

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 1503-1 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 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

For conditions of confidential treatment of certain portions of this filing see se%ion 240.1 7a-5e3
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We have audited the accompanying financial statements of Legend Trading LLC the Company which comprise the

statement of financial condition as of December 31 2012 and the related statements of operations changes in members

equity and cash flows for the year then ended and the related notes to the financial statements that you are filing

pursuant to Rule 7a-5 under the Securities Exchange Act of 1934

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements 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 financial statements that are free from

material misstatement whether due to fraud or error

Auditors Responsibility

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 Those standards require that we

plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material

misstatement

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

statements The procedures selected depend on the auditors judgment including the assessment of the risks of material

misstatement of the fmancial statements whether due to fraud or error In making those risk assessments the auditor

considers internal control relevant to the entitys preparation and fair presentation of the financial statements 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 entitys 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 financial statements

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

Legend Trading LLC as of December 31 2012 and the results of its operations and its cash flows for the year then

ended in accordance with accounting principles generally accepted in the United States of America

SELIGs0N
GIANNATTAsT0 LLP
Certified Public Accountants and Consultants

SEC
MIII ProovIn9

MA1 04 2013

Wa8h QcIependent Auditors Report

To the Members

Legend Trading LLC
New York NY



Supplemental Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole The supplemental

information included in the accompanying Schedule required by Rule 7a-5 under the Securities Exchange Act of 1934

is presented for purposes of additional analysis and is not required part of the financial statements Such information is

the responsibility of management and was derived from and relates directly to the underlying accounting and other

records used to prepare the financial statements The information in Schedule has been subjected to the auditing

procedures applied in the audit of the financial statements and certain additional procedures including comparing and

reconciling such information directly to the underlying accounting and other records used to prepare the financial

statements or to the fmancial statements themselves and other additional procedures in accordance with auditing

standards generally accepted in the United States of America In our opinion the information in Schedule is fairly

stated in all material respects in relation to the financial statements as whole

Seligson Giannattasio LLP

White Plains New York

February 28 2013



LEGEND TRADING LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2012

ASSETS

Cash and cash equivalents 32930

Securities at market 210821

Receivable from clearing agent 2670

Prepaid expenses 3330

Total assets 249.751

LIABILITIES MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses 43201

Payable to clearing agent 20723

Total liabilities 63924

Commitments and contingencies

Members Equity 185827

Total liabilities and members equity 249.751

See notes to financial statements



LEGEND TRADING LLC

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31 2012

Revenues

Trading income and fees 46895

Expenses
Trader distribution expenses 115512
Floor brokerage and clearance charges 186682
Professional fees 110091

Regulatory costs 79429

Other general and administrative expenses 222557

Total expenses 714271

Net loss 667.376

See notes to financial statements



LEGEND TRADING LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

YEAR ENDED DECEMBER 31 2012

Members equity January 2012 $3991595

Member contributions 1096422

Net loss 667376

Distributions to members 4234.814

Members equity December 31 2012 185.827

See notes to financial statements



LEGEND TRADING LLC

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss 667376
Changes in operating assets and liabilities

Receivable from clearing agent 23762

Securities Purchased at Market 442278

Securities sold not yet purchased 12192
Other current assets 3330
Accounts payable and accrued expenses 21653
Payable to clearing agent 248.962

NET CASH FLOWS FROM OPERATING ACTIVITIES 487473

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from fixed assets 20000

CASH FLOWS FROM FINANCING ACTIVITIES

Capital contributions from members $1096422
Distributions to members 605.084

NET CASH FLOWS FROM FINANCING ACTIVITIES 491.338

NET CHANGE IN CASH AND CASH EQUIVALENTS 23865

Cash and cash equivalents beginning of period 9065

Cash and cash equivalents end of period 32.930

SUPPLEMENTAL DISCLOSURES OF CASH FLOWS
Cash paid for

Income taxes --

Interest --

Non-cash Investing and Financing Activities

Distribution of securities to Class member $3629730

See notes to financial statements



LEGEND TRADING LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2012

NOTE ORGANIZATION

Legend Trading LLC the Company is broker-dealer registered with the Securities and

Exchange Commission SEC and is member of the Chicago Board Stock Exchange

CBSX and the Securities Investor Protection Corporation SIPC The Companys

principal business activity is proprietary trading as principal in the securities markets The

Company has entered into Clearing Agreement with another broker/dealer the Clearing

Broker which provides for all securities transactions to be cleared through the Clearing

Broker on fully disclosed basis As result the Company is exempt from SEC Rule 5c3-

The Company was organized as limited liability company under the laws of the State of

New York in 2008 The Company was granted membership privileges with the Chicago

Board Stock Exchange CBSX in July 2009 and began trading operations in October

2009

The principal owner of the Company is Stocktrade Network Inc which in turn is majority

owned by the Manager Member of the Company Class members include individual

traders who are required to make an initial capital contribution and who receive

percentage of their trading profits less certain allocated trading and overhead expenses

In January 2013 the Company withdrew as registered broker dealer of securities

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES

Basis of Presentation

The preparation of financial statements in conformity with generally accepted accounting

principles 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 date of the financial statements and the reported amounts of revenues and expenses

during the reported period Actual results could differ from those estimates

Securities Transactions

Securities transactions and the related revenue and expenses are recorded on the trade

date as if they had settled

Commissions

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

securities transactions occur



LEGEND TRADING LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2012

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES continued

Receivable from Broker-Dealers and Clearing Organizations

Receivables from broker-dealers and clearing organizations represent billings for trading

commissions and trading profits Based on the Companys history bad debts to date have

not been material and as such reserve has not been established

Cash and cash eciuivalents

For purposes of the statement of cash flows the Company considers all highly liquid

investments purchased with maturity of three months or less to be cash equivalents

Income taxes

The Company is limited liability company taxed as partnership as such is not subject

to federal or state income taxes as all taxable income and losses and relevant deductions

flow through to the partners Accordingly the Company has not provided for U.S federal

and state income taxes

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

tax positions that would require financial statement recognition in accordance with

application of the provisions of ASC 740 Accounting for Income Taxes This determination

will always be subject to ongoing re-evaluation as facts and circumstances may require

The Company remains subject to U.S Federal and State income tax audits for all periods

Estimates

The preparation of financial statements in accordance with accounting principles generally

accepted in the United States requires management to make estimates and assumptions

that affect the reported amounts of 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

Fair Value Measurements of Investments in Securities

The Company adopted the provisions of ASC Topic 820 FairValue Measurements

effective January 2009 the pronouncement 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 The standard

establishes fair value hierarchy for inputs 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 fair value

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



LEGEND TRADING LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2012

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES continued

Fair Value Measurements of Investments in Securities continued

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 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

The Company owned $210821 of Level positions at market December 31 2012

Depreciation

Depreciation is provided on straight-line basis using estimated useful lives of five years

for equipment and the lesser of the estimated useful life or the lease term for leasehold

improvements During 2011 the Company made deposit toward the equipment costs

related to an anticipated move or expansion of its offices In 2012 that deposit was

refunded

Commitments and Contingencies

The Company paid an affiliate $5000 per month for its allocated share of rent expense

during 2012

Concentration

The Company maintains cash balances at financial institutions subject to Federal deposit

Insurance FDIC regulations At times the amounts on deposit exceed the FDIC

insurance limit of $250000 The Company does not expect to incur any losses

regarding this concentration

At December 31 2012 the Companys assets are receivable from and securities held with

its Clearing Brokers The Company does not expect to incur any losses regarding this

concentration



LEGEND TRADING LLC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2012

NOTE NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 which requires

the maintenance of minimum net capital and requires that the ratio of aggregate

indebtedness to net capital both as defined shall not exceed 15 to 112 to in the first

year operations At December 31 2012 the Company had net capital as defined of

$140424 which was $40424 in excess of its required net capital of $100000

NOTE 4OFF-BALANCE SHEET RISK

Pursuant to the clearance agreements the Company introduces all of its securities

transactions to Clearing Broker on fully-disclosed basis Its money balances and long

and short security positions are carried on the books of the Clearing Broker In accordance

with the clearance agreements the Company has agreed to indemnify the Clearing Brokers

for losses if any which the Clearing Broker may sustain from carrying securities

transactions introduced by the Company In accordance with industry practice and

regulatory requirements the Company and the Clearing Broker monitor collateral on its

proprietary accounts

In the normal course of business the Companys trading activities involve the execution

settlement and financing of various securities transactions These activities may expose

the Company to off-balance sheet risk in the event the other brokers are unable to fulfill its

contracted obligations and the Company has to purchase or sell the financial instrument

underlying the contract at loss

NOTE SUBSEQUENT EVENT

The Company has evaluated subsequent events through the date these financial

statements were available for issuance on February 28 2013



SUPPLEMENTARY INFORMATION



LEGEND TRADING LLC

Schedule Computation of Net Capital Under Rule 15c3-1 of the Securities and

Exchange Commission

December 31 2012

Total members equity 185827

Deductions and/or charges

Non allowable assets 15693

Net capital before haircuts on securities positions 170134

Haircuts 24860

Undue Concentration Charges 4.850

Net capital 140424

Minimum net capital 100000

Excess net capital 40.424

Aggregate indebtedness

Accounts payable and accrued expenses and due to clearing broker 63.924

Ratio aggregate indebtedness to net capital 46%

See notes to financial statements



LEGEND TRADING LLC

RECONCILIATION OF THE COMPUTATION OF AGGREGATE INDEBTEDNESS

AND NET CAPITAL WITH THAT OF THE REGISTRANT AS

FILED IN PART IIAOF FORM X-17A-5

DECEMBER 31 2012

AGGREGATE INDEBTEDNESS

Aggregate indebtedness as reported by Registrant in

Part IIA of Form X-17A-5 as of December 31 2012 58734

Reconciling Items

Additional accrual 5195

Miscellaneous

63.924

NET CAPITAL

Net capital as reported by Registrant in Part IIA of

Form X-17A-5 as of December 31 2012 145789

Reconciling Items

Additional accrual 5195
Change in undue concentration 169
Miscellaneous

140.424
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In planning and performing our audit of the financial statements and supplementary information of

Legend Trading LLC the Company as of and for the year ended December 31 2012 in accordance with

auditing standards generally accepted in the United States of America we considered the Companys internal

control internal control as basis for designing our auditing procedures for the purpose of expressing an

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 includes tests of such practices and procedures that we considered relevant to

the objectives stated in Rule 7a-5g in making the periodic computations of aggregate indebtedness or

aggregate debits and net capital under Rule 17a-3a1 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 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 count verifications and comparisons and recordation of

differences required by Rule 17a-13

Complying with 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 the 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 accordance with generally accepted accounting principles Rule 7a-5g
lists additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or 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 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 or control activities for safeguarding securities that we consider to be

material weaknesses as defined previously

We understand that practices and procedure 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 were adequate at December 31 2012 to meet the

SECs objectives

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

Options Exchange and other regulatory agencies that rely on Rule 7a-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

Seligson Giannattasio LLP

White Plains NewYork

February 28 2013


