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Langdon Cook Government Securities LLC

Statement of Financial Condition

December 31 2012 __________________________

Assets

Cash

Certificate of deposit restricted

Receivable from brokers-dealers and clearing organizations

Securities owned at fair value

Securities purchased under agreements to resell

Interest receivable

Property and equipment at cost less accumulated

depreciation and amortization of $44216

Other assets

Liabilities and Members Equity

Liabilities

Securities sold not yet purchased at fair value

Securities sold under agreements to repurchase

Accrued expenses and other liabilities

Interest payable

Commitments and contingencies

Members equity

Class members

28659

84.860

38841056

4.23 229879

2.252.698.073

11.561.868

3.388

6415

6534454198

1520895530

4986054265

425148

1462378

6508837321

25616877

6534.454198

The accompanying notes are an integral part
of this financial statement



Langdon Cook Government Securities LLC
Notes to Financial Statement

Year Ended December 31 2012

Organization and Nature of Business

Langdon Cook Government Securities LLC the Cornpany was organized in the state of Delaware

as limited liability company On March 2011 the Company was approved for membership in the

Financial Industry Regulatory Authority and has become registered government securities broker-dealer

under the provisions of the Securities Exchange Act of 1934 As such the Company is subject to the liquid

capital requirements of Rule 17 CFR 402.2 of the Department of Treasury

Pursuant to the terms of the operating agreement dated March 30 2001 the Company will operate in

perpetuity unless terminated by the members No member of the Company is personally liable for any

indebtedness liability or obligation of the Company by reason of being such member

Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the

United States of America GAAP 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 revenue and expenses during the reporting period

Actual results could differ from those estimates

Securities Owned Securities Sold Not Yet Purchased and Open Contractual Commitments

Securities owned securities sold not yet purchased and open contractual commitments principally

financial futures are recorded at fair value in accordance with the Financial Accounting Standards Board

FASB Accounting Standards Codification ASC No 820 Fair Value Measurements and Disclosures and

the resulting unrealized gains or losses are reflected in principal transactions

Securities transactions and the related trading gains and losses are recorded on trade-date basis as if the

trade has settled Gains and losses on the sales of securities are computed on first-in first-out basis

unless specific identification is made at the time of the transaction

Investments in United States government obligations are valued at the last closing bid price if held long and

at the last closing asked price if held short

The Company may sell security it has not yet purchased in anticipation of decline in the fair value of

that security When the Company sells security it has not yet purchased it must borrow the security and

deliver it to the broker-dealer through which it made the sale gain limited to the price at which the

Company sold the security it has not yet purchased or loss unlimited in size will be recognized upon

termination of such sale

Repurchase and Resale Agreements

Repurchase and resale agreements are carried at the amount at which the securities will be subsequently

reacquired or resold as specified in the respective agreements Due to the short-term nature of these

agreements the amount at which they are caiTied is deemed to approximate fair value It is the Companys

policy to obtain control or take possession of securities purchased under agreements to resell The

Company monitors the market value of the underlying securities as compared to the related receivable on

resale agreements including accrued interest and requests additional collateral where deemed appropriate

The Company continues to report assets it has pledged as collateral in secured borrowing and other

arrangements when the secured party cannot sell or repledge the assets



Langdon Cook Government Securities LLC

Notes to Financial Statement

Year Ended December 31 2012

Interest on such contract amounts is accrued and is included in the statement of financial condition in

interest receivable and payable

The fair values including accrued interest at December 31 2012 of the collateral for repurchase
and resale

agreements are as follows
Fair Value

Securities purchased under agreements to resell 2.252.698.02

Securities sold under agreements to repurchase
986.054265

Financial Futures Contracts

The Company invests in financial futures contracts for trading purposes
and to hedge its existing portfolio

securities or securities that the Company intends to purchase against
fluctuations in fair value caused by

changes in prevailing market interest rates Financial futures contracts are carried at fair value Unrealized

gains or losses on these contracts are recognized currently in the statement of operations as principal

transactions Upon entering into financial futures contracts the Company is required to pledge to the broker

an amount of cash U.S government securities or other assets equal to certain percentage of the contract

amount initial margin deposit Subsequent payments kiown as variation margin are made or received

by the Company each day depending on the daily fluctuations in fair value of the underlying security The

Company may recognize gain or loss equal to the daily variation margin Should market conditions move

unexpectedly the Company may not achieve the anticipated benefits of the financial futures contracts and

may realize loss The usc of futures transactions as hedge involves the risk of imperfect correlation in

movements in the price of futures contracts interest rates and the underlying hedged assets See Note

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortization Depreciation is

computed using the straight line method over the estimated useful lives of the assets Amortization of

leasehold improvements is computed over the shorter of the lease terms or the estimated useful lives of the

improvements

Income Taxes

The Company is limited liability company and as such is treated as partnership
for Federal income tax

purposes Consequently the Company is not subject to Federal state and local income taxes Members are

liable for their distributive shares of the Companys income and losses

The Company recognizes and measures its unrecognized tax benefits in accordance with FASB ASC No

740 Income Taxes Under that guidance the Company assesses the likelihood based on their technical

merit that tax positions will be sustained upon examination based on the facts circumstances and

information available at the end of each period As of December 2012 the Company determined that it

had no uncertain tax positions
that affected its financial position and its results of operations or its cash flows

and will continue to evaluate for uncertain tax positions in the future The measurement of unrecognized tax

benefits is adjusted
when new information is available or when an event occurs which requires change

Generally the Companys U.S tax returns are subject to examination by Federal state and local authorities

for period of three years from the later of either the due date of such returns or the actual date the returns

were filed



Langdon Cook Government Securities LLC
Notes to Financial Statement

Year Ended December 31 2012

Fair Value Measurements

FASBs ASC No 820 defines fair value establishes framework for measuring fair value and establishes

fair value hierarchy which prioritizes the inputs to valuation teclrniques Fair value is the price that would

be received to sell an asset or paid to transfer liability in an orderly transaction between market

participants at the measurement date fair value measurement assumes that the transaction to sell the asset

or transfer the liability occurs in the principal market for the asset or liability or in the absence of

principal market the most advantageous market Valuation techniques that are consistent with the market

income or cost approach as specified by FASB ASC No 820 are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three

broad levels explained below

Level Pricing inputs are quoted prices unadjusted in active niarkets for identical assets or

liabilities the Company has the ability to access

Level Pricing inputs are inputs other than quoted prices included within level that are

observable for the asset or liability either directly or indirectly

Level Pricing inputs are unobservable inputs for the asset or liability and rely on managements

own assumptions about the assumptions that market participants would use in pricing the

asset or liability The unobservable inputs should be developed based on the best

information available in the circumstances and may include the Companys own data

The following table summarizes the valuation of the Companys assets and liabilities by the fair value

hierarchy as described above as of December 31 2012

Description Classification Total Level

Securities Owned

U.S government obligations Assets 4231229879 4231229879

Securities purchased under

agreements to resell Assets 2252698.073 2252698.073

Futures contracts Note Assets 1812070 1812070

Total 6.485.740.022 6.485.740.022

Securities sold not yet purchased

U.S government obligations Liability 1520895530 1520895530

Securities sold under agreements

to repurchase Liability 4986.054265 4986.054265

Total 6.506.949795 6.506.949.795

The Company held no Level or Level securities at December 31 2012



Langdon Cook Government Securities LLC
Notes to Financial Statement

\ear Ended December 31 2012

Receivable from Brokers-Dealers and Clearing Organizations

Receivable from brokers-dealers and clearing organizations results from the Companys securities

transactions Amounts receivable from brokers-dealers and clearing organizations at December 31 2012

consist of the following

Receivable from broker-dealer 6103974

Open trade equity on futures contracts 181 2070

Securities not yet
due for settlement 30925012

38.841.056

Related Party

The Company pays an advisoiy fee to director

Derivative Financial Instruments

Financial instruments owned by the Company and/or designated as fair value hedge the value of which is

based upon an underlying asset index or reference rate and used for risk management purposes include

interest rate financial futures contacts and U.S Treasury financial futures contracts The resulting liability

on open trade equity is included in and classified with receivable from brokers-dealers and clearing

organizations

The open trade equity at fair value of derivative instruments on the statement of financial condition at

December 31 2012 consists of the following

Notional

Derivative Contracts Expiration Amounts Open Trade Equity

Interest rate futures contracts 918 less than year 381878507 58879
U.S Treasury futures contracts 10680 1-3 months 2045492641 1870949

2.427.371.148 1.812.070



Langdon Cook Government Securities LLC

Notes to Financial Statement

Year Ended December 31 2012

Principal Transactions

All principal transactions are result of the Company trading for its own account

Class and Class Members

Class and Class members share similar rights At December 2012 there were no Class

membership interests outstanding

Leased Employees

The Company has an agreement with ADP TotalSource to outsource its human resource function As

result ADP TotalSource provides employees and employee benefits to the Company through
leased

employee/co-employer arrangement whereby the former employees of the Company became the

employees of ADP TotalSource and are leased back to the Company for fee

10 Money Purchase Pension Plan and 401k Plan

Money Purchase Pension Plan

The Company sponsors money purchase pension plan The contribution under the money purchase

pension plan is 10% of compensation as defined by the plan The plan is funded through separate trust

account The plan covers all of the Companys leased employees following the completion of one year of

employment Participants become fully vested after the completion of one year
of service

Forfeitures may be used to reduce future Company contributions to the money purchase pension plan



Langdon Cook Government Securities LLC

Notes to Financial Statement

Year Ended December 31 2012

401k and Profit Sharing Plan

The Company sponsors
defined contribution plan under section 401k of the Internal Revenue Code The

plan covers substantially all of the Companys employees following the completion of six months of service

and provides for participants to defer salary up to statutory
limitations Although not required the

Company may make discretionary contribution in the form of profit sharing andlor matching

contribution

11 Off-Balance Sheet Risk and Concentration of Credit Risk

The Company seeks to control off-balance-sheet credit risk by monitoring the market value of securities

held or given as collateral in compliance with regulatory and internal guidelines Pursuant to such

guidelines
the Company requires additional collateral or reduction of positions

when necessary

The Company sells securities that it does not currently own and will therefore be obligated to purchase such

securities at future date The Company records these obligations in the financial statements at December

31 2012 at fair value of the related securities and will incur loss if the fair value of the securities

increases subsequent to December 31 2012

The Companys trading activities include the purchase and sale of futures contracts These transactions are

recorded on net-equity basis in the trading accounts carried by other brokers and dealers At December

31 2012 the total of open contractual commitments on long positions at contracted amounts was

approximately $56994000 and on short positions at contracted amounts was $2484365000

The contract amounts of these instruments reflect the Companys extent of involvement in the particular

class of financial instrument and do not represent
the Companys risk of loss due to counterparty

nonperformance The Companys exposure to credit risk associated with counterparty nonperformance on

futures contracts is limited to the amounts reflected in the Companys statement of financial condition The

settlement of these transactions is not expected to have material effect upon the Companys statement of

financial condition

The Company is engaged in trading and brokerage activities in which counterparties include other broker-

dealers banks and other financial institutions In the event counterparties do not fulfill their obligations the

Company may be exposed to risk The risk of default depends on the creditworthiness of the counterparty oi

issuer of the instrument It is the Companys policy to review as necessary the credit standing of each

counterparty

12 Estimated Fair Value of Financial Instruments

In accordance with the provisions of FASBs codification on fair value measurements the Company

discloses fair value information about financial instruments for which it is practicable to estimate the value

whether or not recognized on the statement of financial condition Securities owned and securities sold not

yet purchased are already recorded at fair value The recorded values of all other financial assets and

liabilities consisting primarily of receivables from and payahles to brokers-dealers and clearing

organizations
securities purchased under agreements to resell securities sold under agreements to

repurchase interest receivable and interest payable are considered to approximate fair values due to the

short-term nature of the financial instruments and revaluation policies followed by the Company

From time to time the Company has cash and certificates of deposit at bank in excess of FDIC insured

limits and is exposed to the credit risk resulting from this concentration of cash



Langdon Cook Government Securities LLC

Notes to Financial Statement

Year Ended December 31 2012

13 Leases

The Company is obligated under noncancellable lease agreement for its office space which expires on

September 30 2016 The lease provides for payment of specific amounts subject to escalation based on

certain operating costs The Company in turn sublets portion of this office space under sublease

agreement which also expires on September 30 2016

Future annual minimum lease payments under the lease agreement are as follows

2013
334718

2014
334718

2015
334718

2016
251037

l255j21

The lease commitment is collateralized by $74196 letter of credit in favor of the landlord which is

secured by certificate of deposit and included as such on the statement of financial condition

The sublease agreement is collateralized by $57148 security deposit paid by the subtenant and held by the

Company

14 Concentration

The Company conducts substantially all of its trading activities with its clearing broker which acts as

principal on all transactions

15 Clearing Agreement

The Company has entered into an agreement with another broker clearing broker on fully disclosed

basis to clear finance and act as principal with respect to the proprietary accounts of the Company for the

purchase
and sale of transactions issued or fully guaranteed by the United States government and its

agencies As part of the agreement the clearing broker settles contracts and transactions in securities and

engages in all cashiering functions including receipt delivery and transfer of securities purchased sold

borrowed or loaned and is responsible for the receipt and distribution of interest and principal payments



Langdon Cook Government Securities LLC

Notes to Financial Statement

Year Ended December 31 2012

16 Net Capital Requirements

The Company is subject to the net capital requirements of Rule 17 CFR 402.2 of the Department of the

Treasury which requires government securities broker-dealer to maintain specified minimum liquid

capital In accordance with the rule the Company is required to maintain minimum liquid capital equal to

the greater
of the amount of liquid capital necessary to exceed total haircuts by $100000 or 120% of total

haircuts At December 31 2012 the Company had liquid capital as defined of $25522214 which

exceeded the required minimum liquid capital of $14022000 by $11500214

17 Subsequent Events

The Company has evaluated subsequent events through February 22 2013 the date the financial statements

were available for issuance



The Companys Statement of Financial Condition as of December 31 2012 is available for examination

at the office of the Company and at the Regional Office of the Securities and Exchange Commission

Independent Auditors Report

To the Members and Board of Managers

Langdon Cook Government Securities LLC

We have audited the accompanying statement of financial condition of Langdon Cook Government

Securities LLC the Company as of December 31 2012 that is filed pursuant to Rule 17a-5 under

the Securities Exchange Act of 1934 and the related notes to the financial statement

Managements Responsibility for the Financial Statements

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

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

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

presentation of the financial statement that is free from material misstatement whether due to fraud or

error

Auditors Responsibility

Our responsibility is to express an opinion on this financial statement 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 statement is free of material misstatement

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

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

assessment of the risks of material misstatement of the financial statement 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 financial statement 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 financial statement

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 statement referred to above presents fairly in all material respects the

financial position of Langdon Cook Government Securities LLC as of December 31 2012 in

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

Woodbury NY
February 22 2013


