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OATH OR AFFIRMATION

Ed Smith swear or affirm that to the best of my knowledge and belief the accompanying financial statements and supporting

schedules pertaining to the firm of Liberty Group LLC as of 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

Signature

Title

Subscribd and sworn to before me

this2layof1 2013
Commission 1969220

_7 Notary Pctornuia

My Comm Expires Mar 2016

NotaPublic
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reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the Securities Investor Protection Corporation 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 control

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

pursuant to Rule 171-5
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INDEPENDENT AUDITORS REPORT

To the Members of

Liberty Group LLC

Report on the Statement of Financial Condition

We have audited the accompanying statement of financial condition of Liberty Group LLC as of

December 31 2012 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 States of America this includes the design

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

fmancial statement that are 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 from material misstatement

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

fmancial 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 entitys preparation and fair presentation

of the fmancial 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 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 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 present fairly in all material respects the financial

position of Liberty Group LLC as of December 31 2012 in accordance with accounting principles generally

accepted in the United States of America

San Francisco CA

February 25 2013

New York New Jersey Pennsylvania California Cayman Islands

EisnerAm per on independent member of PKF International Limited



Liberty Group LLC

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents including money market account of $5507 91159

Deposits at clearing broker 75817

Account receivable 5965

Commissions receivable 176847

Investment advisory fees receivable 365250

Prepaid expenses 22946

Furniture and office equipment net 12699

Total Assets 750683

Liabilities and Members Equity

Commissions payable and accrued expenses 392855

Members equity 357828

Total Liabilities and Members Equity 750683

See Accompanying Notes to the Statement of Financial Condition
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Liberty Group LLC

Notes to the Statement of Financial Condition

December 31 2012

Summary of Business and Significant Accounting Policies

Business

Liberty Group LLC the Company is California corporation formed on March 11

1999 The Company is registered with the Securities and Exchange Commission SEC
as fully disclosed securities broker-dealer and is member of the Financial Regulatory

Authority Inc F1NRA

As limited liability company each members liability is limited to amounts reflected in

their respective members capital account

The Company operates under clearing broker agreement with National Financial Services

LLC NFS whereby the Company will introduce certain brokerage accounts to NFS and

NFS will provide clearing services to such accounts on fully disclosed basis

Cash and Cash Equivalents

The Company maintains its cash in bank deposit accounts which at times may exceed

federally insured limits The Company also maintains cash in money market account with

its clearing broker which is not federally insured The Company has not experienced any

losses in such accounts and believes it is not exposed to any significant credit risk on cash

Furniture and Office Equipment Net

Furniture and office equipment are recorded at cost net of accumulated depreciation of

$12699 Depreciation is computed under the straight-line method using estimated useful

lives of to years

Income Taxes

The Company elects to be treated as pass-through entity for all relevant jurisdictions and

therefore files informational income tax returns which attribute taxable income and taxes

paid if any to the members Management has concluded that the Company is not subject to

income taxes in any jurisdiction and that there are no uncertain tax positions that would

require recognition in the financial statements Accordingly no provision for income taxes

is reflected in the accompanying financial statements If the Company were to incur an

income tax liability in the future interest on any income tax liability would be reported as

interest expense and penalties on any income tax liability would be reported as income

taxes Managements conclusions regarding uncertain tax positions may be subject to review

and adjustment at later date based upon ongoing analyses of tax laws regulations and

interpretations thereof as well as other factors With few exceptions the Company is no

longer subject to examination by tax authorities for years before 2008
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Liberty Group LLC

Notes to the Statement of Financial Condition

December 31 2012

Summary of Business and Significant Accounting Policies continued

Use of Estimates

The process of preparing financial statements in conformity with accounting principles

generally accepted in the United States of America requires the use of estimates and

assumptions regarding certain types of assets and liabilities Such estimates primarily relate

to unsettled transactions and events as of the date of the financial statements Accordingly

upon settlement actual results may differ from estimated amounts

Pension Plan

The Company sponsors 401k pension plan under which employees may defer certain

percentage of their salary to the plan The Company can elect to match the employees

contribution at their discretion however no election was made for the year ended December

31 2012

Related Party Transactions

The Company is affiliated with Lifetime Insurance Marketing Inc Lifetime During

2012 Lifetime paid certain expenses on behalf of the Company Lifetime does not seek

reimbursement for these expenses

The Company operates its headquarters from an office owned by trust which is controlled

by relative of the managing member and for which relative of the managing member of

the Company is the beneficiary The Company pays the trust $2000 in monthly rent for use

of the office under month-to-month rental agreement

Indemnification

The Company enters into contracts that contain variety of indemnifications for which the

maximum exposure is unknown but for which management expects the risk of loss if any
to be remote The Company has no current claims or losses pursuant such contracts

DeDosits at Clearing Broker

Under the Companys clearing agreement good faith deposit of $50000 is required to be

held with the clearing broker As of December 31 2012 the Company had $75817 on

deposit with the clearing broker The deposit is held by the clearing broker in money
market mutual fund

-4-



Liberty Group LLC

Notes to the Statement of Financial Condition

December 31 2012

Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule SEC 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 At December 31

2012 the Company had net capital of $268871 which was $242681 in excess of its

required net capital of $26190 The Companys aggregate indebtedness to net capital ratio

was 1.461 to

Contingencies

The Company was party to customer complaint filed in 2011 In 2012 the Company and

the customer completed F1NRA arbitration process and agreed to the terms of settlement

The final settlement was signed on May 2012 under which the companys insurance

carrier agreed to pay settlement amount of $65000 to the customer

The Company is party to claim related to employment practices from former employee

Management has consulted an attorney regarding the matter and believes that the claim is

without merit and plans to defend itself Management believes that the resolution of this

matter will not result in any material adverse effect on the Companys fmancial position

Subsequent Events

Management evaluated subsequent events through February 25 2013 the date these

financial statements were available to be issued With the exception of the matter described

below there were no material subsequent events that required disclosure in these financial

statements

During the period January 2013 to February 25 2013 the Company distributed $116468

to the managing member
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