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OATH OR AFFIRMATION

MICHAEL FRI.JCHTER swear or affirm that to the best of

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

ISRAEL ENGLANDER CO. LLC as

of DECEMBER31 2013 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

C--v

Title

ILENE LICHT

Notary Public State of New York

No 01L16137473

Qualified in New York County

Wrw 28.2017

This report contains check all applicable boxes
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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
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Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

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

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 15c3-3

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

consolidation

EEl 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

Notary Public

Forconditions of confidential treatment of certain portions ofthisfihing see section 240.1 7a-5e3
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T.C
TARLOW CO C.P.AS

PROFESSIONAL CORPORATION

Penn Plaza Suite 210 New York N.Y 10001 Tel 212-697-8540 Fax 212-573-6805

INDEPENDENT AUDITORS REPORT

To the Managing Member

of Israel Englander Co LLC
New York New York

We have audited the accompanying statement of financial condition of Israel Englander Co LLC the Company
Delaware limited liability company that is filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and

Regulation 1.10 under the Commodity Exchange Act the CEAct and the related notes to the financial statements

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

from 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 from fraud or error In making those risk

assessments the auditor considers internal control relevant to the entitys 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 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 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 the Company as of December 31 2013 in accordance with accounting principles generally accepted in the

United States of America

7arLw Co ePJ
Tarlow Co CPAs
New York New York

February 22 2014



ISRAEL ENGLANDER COLLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2013

ASSETS

Cash and cash equivalents 958337

Receivable from clearing organizations net 2345899

Floor brokerage receivables net 2754649

Securities owned at fair value 8828

Property and equipment net of accumulated depreciation and

amortization of $1395735 334699

Other assets 1185191

Total assets $7587603

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accrued compensation $2598888
Accounts payable 820866

Capital lease 67426
Other liabilities 10019

Total liabilities 3497199

Commitments contingencies and guarantees

Members equity 4090404

Total liabilities and members equity $7587603

The accompanying notes are an integral part of these financial statements
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ISRAEL ENGLANDER COLLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2013

NOTE ORGANIZATION

Israel Englander Co LLC the Company is registered broker-dealer

under the Securities Exchange Act of 1934 and is member of the Financial

Industry Regulatory Authority Inc the Securities Investor Protection

Corporation SIPC NYSE Alternext US LLC a/k/a NYSE Amex Options

formerly the American Stock Exchange the Chicago Board Options Exchange

NYSE Arca Inc the international Securities Exchange C2 and the National

Futures Association The Company provides floor and off-floor brokerage

execution services to qualified institutional investors

The Company operates under the provisions of Paragraph k2ii of Rule 15c3-3

of the Securities Exchange Act of 1934 and accordingly is exempt from the

remaining provisions of that rule Essentially the requirements of Paragraph

k2ii provide that the Company clear all transactions on behalf of customers

on fully disclosed basis with clearing broker-dealer and promptly transmit all

customer funds and securities to the clearing broker-dealer The clearing broker-

dealer carries all the accounts of the customers and maintains and preserves all

related books and records as are customarily kept by clearing broker-dealer

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The Company follows accounting standards established by the Financial

Accounting Standards Board the FASB to ensure consistent reporting of

financial condition results of operations and cash flows References to

accounting principles generally accepted in the United States of America

GAAP in these notes are to the FASB Accounting Standards CodificationTM

sometimes referred to as the Codification or ASC

Use of estimates

The preparation of financial statements in conformity with GAAP requires

management to make estimates and assumptions that affect the amounts reported

in the financial statements and accompanying notes Management believes that the

estimates utilized in preparing its financial statements are reasonable and prudent

Actual results could differ from these estimates

Cash and cash equivalents

The Company has defined cash and cash equivalents as highly liquid investments

with original maturities of less than 90 days that are not held for sale in the

ordinary course of business
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ISRAEL ENGLANDER CO LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2013

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES Continued

Commissions

Commissions and related brokerage and clearing expenses are recorded on trade-

date basis The Company recognizes income from its various membership exchanges

for Maker/Taker rebates and the Payment for Order Flow

Interest and dividend income/expense

The Company recognizes contractual interest on securities owned on an accrual basis

and dividend income is recorded on the ex-dividend date

Property and efluipment

Property and equipment is stated at cost less accumulated depreciation and

amortization The Company depreciates computer equipment and furniture and

fixtures using the straight-line method over the estimated useful life of the asset

Leasehold improvements are amortized using the straight-line method over the

shorter of the estimated useful life of the asset and the remaining term of the lease

Costs of maintenance and repairs that do not improve or extend the lives of the

respective assets are expensed as incurred Estimated useful lives of property and

equipment are as follows

Art Indefinite

Software 3-4 years

Computer and other equipment 3-5 years

Furniture and fixtures
years

Leasehold improvements Shorter of life or lease

Securities owned

Securities owned traded on national securities exchange or reported on the Nasdaq

global market are stated at the last reported sales price on the day of valuation

Securities traded in the over-the-counter market and listed securities for which no sale

was reported on that date are stated at the last quoted bid price except for call options

written for which the last quoted ask price is used

Compensated absences

Employees of the Company are entitled to paid vacation paid sick days and personal

days off depending on job classification length of service and other factors It is

impracticable to estimate the amount of compensation for future absences related to

unused vacation time and accordingly no liability has been recorded in the

accompanying financial statements The Companys policy is to recognize the cost of

unused vacation time when actually paid to the employees
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ISRAEL ENGLANDER COLLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2013

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES Continued

Income taxes

The Company is disregarded entity for tax purposes and therefore is included as

part of the tax returns filed by Israel Englander Co Inc the Parent The

Parent is exempt from federal and most state income taxes The Company calculates

state and local income taxes as if the companies filed on separate return basis and

the amount of current tax or benefit calculated is either remitted to or received from

the Parent The amount of current and deferred taxes payable or refundable is

recognized as of the date of the financial statements utilizing currently enacted tax

laws and rates Deferred tax expenses or benefits are recognized in the financial

statements for the changes in deferred tax liabilities or assets between years

Subsequent events

The Company has evaluated subsequent events for potential recognition and/or

disclosure through the date these financial statements were issued

Recently adopted accountin2 pronouncements

In December 2011 the FASB issued new guidance that requires an entity to disclose

information about offsetting and related arrangements to enable users of its financial

statement to understand the effect of those arrangements on its financial position

This guidance is effective for annual and interim periods beginning on or after

January 2013 and was adopted by the Company An entity should provide the

disclosures required by those amendments retrospectively for all comparative periods

presented Since this pronouncement is disclosure-related the adoption of this

guidance did not have material impact on the Companys financial position or

results of operations

In February 2013 the FASB issued an ASU which exempts nonpublic entities from

the requirement to disclose the fair value hierarchy level i.e Level or for fair

value measurements of financial assets and financial liabilities that are disclosed in

the footnotes to the financial statements but not reported at fair value in the statement

of financial condition This ASU does not change any other fair value disclosure

requirements This ASU amendment is effective upon issuance Since this

pronouncement is disclosure-related the adoption of this guidance did not have

material impact on the Companys financial position or results of operations
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ISRAEL ENGLANDER COLLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2013

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES Continued

Recently issued accounting pronouncement

In July 2013 the FASB issued an ASU related to the financial statement presentation

of unrecognized tax benefits UTB when net operating loss NOL
carryforward similar tax loss or credit carryforward exists Under this guidance
an entity must present UTB or portion of UTB in the fmancial statements as

reduction to deferred tax asset DTA for an NOL carryforward similar tax

loss or credit carryforward except when an NOL carryforward similar tax

loss or tax credit carryforward is not available as of the reporting date under the

governing law to settle taxes that would result from the disallowance of the tax

position and the entity does not intend to use the DTA for this purpose provided
that the law permits choice If either of these conditions exist an entity should

present UTB in the financial statements as liability and should not net the UTB
with DTA New recurring disclosures are not required because this ASU does not

affect the recognition or measurement of uncertain tax positions under ASC 740 This

ASU amendment is effective for the fiscal years beginning after December 15 2014

and interim periods within those years Early adoption is permitted and entities may
choose to apply the amendments retrospectively to each prior period being presented

The adoption of this guidance is not expected to have material impact on the

Companys financial position or results of operations

NOTE 3- RECEIVABLE FROM CLEARING ORGANIZATIONS NET

Receivable from clearing organizations net represents cash held at several clearing

brokers at December 31 2013 netted by clearing broker

NOTE 4- FLOOR BROKERAGE RECEIVABLES NET

Floor brokerage receivables net represent amounts receivable by the Company from

various financial institutions for floor brokerage execution services These amounts are

shown on the statement of financial condition net of an allowance for doubtful accounts

of $21695 On periodic basis management evaluates its receivables and determines

whether to provide an allowance or if any accounts should be written off based on past

history of write-offs collections and current credit conditions
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ISRAEL ENGLANDER COLLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2013

NOTE 5- RELATED PARTY TRANSACTIONS

On November 15 2012 the Company agreed to forgive interest free $1260616 of

obligations from one employee in equal annual installments through September 30 2016

expiration of employment agreement Therefore during the year ended December 31

2013 the Company forgave $315152 of this debt which was recorded as compensation

and related expenses in the statement of operations As of December 31 2013 the

balance of this debt was $945464 which is included in other assets on the statement of

financial condition The Company has agreed to enter into an asset purchase agreement

subject to successful completion of the current employment agreement to sell the assets

of one of its divisions to this employee effective September 30 2016 The agreed-upon

sales price is based on an earn-out over twelve month period

The Company had one other receivable from an employee totaling $30000 This

receivable is not interest-bearing and is payable on demand This receivable is included in

other assets on the statement of financial condition

NOTE PROPERTY AND EQUIPMENT

Property and equipment is summarized as follows

2013

Art 49464

Software 154244

Computer and other equipment 720307

Furniture and fixtures 77174

Leasehold improvements 729245

1730434

Less accumulated depreciation and amortization 1395735

334699

NOTE 7- OTHER LIABILITIES

Other liabilities include amounts related to general and administrative expenses from

operations
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ISRAEL ENGLANDER COLLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2013

NOTE 8- INDEMNIFICATIONS

In the normal course of business the Company enters into contracts that contain variety

of representations and warranties that provide indemnifications under certain

circumstances Such contracts may contain variety of representations and warranties

and that provide general indemnifications and guarantees against specified potential

losses in connection with their activities as an agent of or providing services to the

Company The Companys maximum exposure under these agreements is unknown as

this may involve future claims that could be made against the Company and have not yet

occurred The Company expects the risk of any future obligation under these

arrangements to be remote and has not recorded any contingent liability in the financial

statements for these indemnifications

NOTE 9- NET CAPITAL REOUIREMENT

The Company is subject to the Securities and Exchange Commissions Uniform Net

Capital Rule 15c3-1 the Rule which specifies among other requirements minimum

net capital requirements for registered broker-dealers The Company has elected to

compute its net capital under the alternative method permitted by the Rule which

requires aniount other things that the Company maintain minimum net capital as

defined at $250000 At December 31 2013 the Company had net capital of

$1565797 which exceeded its requirement by $1 15797

Certain advances dividend payments and other equity withdrawals are restricted by the

provisions of the rules of the Securities and Exchange Commission

Under the clearing arrangements with the
clearing broker the Company is required to

maintain certain minimum levels of capital and comply with other financial ratio

requirements At December 31 2013 the Company was in compliance with all such

requirements

NOTE 10- INCOME TAXES

As previously noted the Company is wholly-owned subsidiary of Israel Englander

Co Inc an S-Corporation The entities are not subject to federal taxation State and

local income taxes are calculated as if the companies filed on separate return basis

There are no current or deferred income taxes recorded for the year ended December
2013
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ISRAEL ENGLANDER CO LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2013

NOTE 10- INCOME TAXES Continued

The FASB provides guidance for how uncertain tax positions should he recognized

measured disclosed and presented in the financial statements This requires the

evaluation of tax positions taken or expected to be taken in the course of preparing the

Companys tax returns to determine whether tax positions are more likely than not of

being sustained when challenged or when examined by the applicable tax authority

Tax positions not deemed to meet the more-likely-than-not threshold would be recorded

as tax benefit or expense and liability in the current year For the year ended December

31 2013 management has determined that there are no uncertain tax positions The

Company is not subject to examination by U.S federal state and local tax authorities for

tax years before 2010

NOTE 11- FAIR VALUE OF FINANCIAL INSTRUMENTS

As described in Note the Companys records its securities owned at fair value

Guidance provided by FASB ASC Topic 820 ASC 820 Fair Value Measurements
and Disclosures defines fair value establishes fair value hierarchy based on the quality

of inputs used to measure fair value and provides for disclosure requirements for fair

value measurements 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 The Company utilizes valuation techniques to maximize the use of

observable inputs and minimize the use of unobservable inputs Assets and liabilities

recorded at fair value are categorized based upon the level of judgment associated with

the inputs used to measure their value The fair value hierarchy gives the highest priority

to quoted prices in active markets for identical assets or liabilities Level and the

lowest priority to unobservable inputs Level Inputs are broadly defined as

assumptions market participants would use in pricing an asset or liability The three

levels of the fair value hierarchy are

Level Unadjusted quoted prices in active markets for identical assets or liabilities

that the
reporting entity has the ability to access at the measurement date

Level
Inputs other than quoted prices within level that are observable for the asset

or liability either directly or indirectly and fair value that is determined

through the use of models or other valuation methodologies significant

adjustment to Level input could result in the Level measurement

becoming Level measurement

Level Inputs that are unobservable for the asset or liability and that include

situations where there is little if any market activity for the asset or liability

The inputs into the determination of fair value are based upon the best

information in the circumstances and may require significant management

judgment or estimation
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ISRAEL ENGLANDER COLLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2013

NOTE 11- FAIR VALUE OF FINANCIAL INSTRUMENTS Continued

The Company assesses the levels of the investments at each measurement date and

transfers between levels are recognized on the actual date of the event or change in

circumstances that caused the transfer in accordance with the Companys accounting

policy regarding the recognition of transfers between levels of the fair value hierarchy
There were not significant transfers among Levels and during the year The
securities owned are classified as common stock Level in the fair value hierarchy

NOTE 12- DERIVATIVE FINANCIAL INSTRUMENTS

In the normal course of business the Company utilizes derivative contracts in

connection with its trading activities The Company does not make investments in

derivative contracts The Company may periodically clear through its error account

derivative transaction executed as an agent in error Similarly the Company may
periodically facilitate customer portfolio positioning by buying or selling derivative

contracts in the Companys proprietary account Investments in derivative contracts are

subject to additional risks that can result in loss of all or part of an investment The

Companys primary underlying risk for its derivative activities and exposure is equity

price risk

Options

The Company is subject to equity price risk in the normal course of pursuing its trading

activities The Company may enter into option contracts to speculate on the price

movements of the financial instruments underlying the option or for use as an economic

hedge against certain equity positions held in the Companys portfolio holdings Option

contracts give the Company the right but not the obligation to buy and sell within

limited time financial instrument 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 Options written by the Company may expose the

Company to market risk of an unfavorable change in the financial instrument underlying
the written option

The Company is exposed to counterparty risk from the potential that seller of an option

contract does not sell or purchase the underlying asset as agreed upon 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
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ISRAEL ENGLANDER COLLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2013

NOTE 13- CONCENTRATION OF CREDIT RISK

The Company clears its securities transactions through major financial services firms In

addition the Company provides execution services for various major financial

institutions These activities may expose the Company to off-balance-sheet risk in the

event that the institution is unable to fulfill its obligation and the Company has to

purchase or sell the securities at loss

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

federally insured limits Accounts in the United States are guaranteed by the Federal

Deposit Insurance Corporation FDIC up to $250000 At December 31 2013 the

Company had $708337 in excess of FDIC insured limits The Company has not

experienced any losses in such accounts

Financial instruments that potentially subject the Company to concentrations of credit

risk consist principally of floor brokerage and clearing organization receivables The

amount of credit risk related to floor brokerage receivables is limited due to the large

number of customers comprising the Companys customer base The Company has cash

on deposit with several clearing organizations The amount of credit risk associated with

the clearing organization receivables is $2345899 and is reflected in the statement of

financial condition

NOTE 14- COMMITMENTSg CONTINGENCIES AND GUARANTEES

The Company amended its lease agreement for office space located in New York City

NY on December 31 2012 The amendment extended its lease agreement to March 15
2016 The Company entered into lease agreements for office space located in Palm

Beach FL on March 31 2013 which is set to expire March 31 2016 and Purchase NY
in June 2013 on month to month basis For the year ended December 31 2013 rent

expense was $290081 and is included in general and administrative expenses on the

statement of operations

Future minimumlease payments are as follows

Year ending December 31

2014 219344

2015 206084

2016 49839

475267
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ISRAEL ENGLANDER COLLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2013

NOTE 14- COMMITMENTS CONTINGENCIES AND GUARANTEES Continued

The Company has entered into capital lease agreements for computer and telephone

equipment Minimum lease payments have been capitalized and the related assets and

obligations have been recorded The assets are depreciated on the straight-line method

over their useful lives

Leased equipment under the capital leases included in property and equipment on the

statement of financial condition at December 31 2013 include

2013

Computer and other equipment 571166

Less accumulated depreciation 380778

190388

Future minimum capital lease payments are as follows

Year ending December 31

2014 101563

Less amount representing interest 17294

Present value of minimum lease payments 84269

The interest rate for the capitalized lease is 6%

In accordance with FASB ASC 450 Accounting for Contingencies the Companys
policy regarding legal and other contingencies is to accrue liability when it is probable

that liability has been incurred and the amount of the loss can be reasonably estimated

At December 31 2013 the Company is not aware of any outstanding contingencies
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