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elliott davis

INDEPENDENT AUDITORS REPORT

The Members

First Tryon Securities LLC

Charlotte North Carolina

Report on the Financial Statements

We have audited the accompanying statements of financial condition of First Tryon Securities LLC the Company as

of December 31 2013 and 2012

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presen ation 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 the financial statements as of December 31 2013 and 2012 based on our

audits We conducted our audits in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audits to obtain reasonable assurance about whether

the financial statements are free of 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 financial 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 First Tryon Securities LLC as of December 31 2013 and 2012 in accordance with accounting principles generally

accepted in the United States of America

Charlotte North Carolina

February 25 2014

Elliott Davis PLLC www.elliottdavis.com Page



FIRST TRYON SECURITIES LLC

Statements of Financial Condition

For the years ended December31 2013 and 2012

2013 2012

Assets

Cash and cash equivalents 183289 158483

Cash deposited with clearing broker 100000 100000

Marketable securities owned at market value 45745054 73830810

Interest receivable 320898 419127

Property and equipment net 247550 188923

Other assets 247335 184791

Total assets 46.844.126 74.882.134

Liabilities and Members Capital

Liabilities

Securities sold not yet purchased at market value 18464.898 6168487
Margin account borrowings 18668944 56325353
Accrued compensation 554253 758761

Other accrued expenses and liabilities 254867 304557

Total liabilities 37942.962 63557158

Members Capital

Capital 7938000 7938000
Distributable earnings 963164 3386976

Total members capital 8901164 11324976

Total liabilities and members capital 46.844.126 74.882.134

The accompanying notes are an integral part of this financial statement Page



FIRST TRYON SECURITIES LLC

Notes to Financial Statements

For the years ended December 31 2013 and 2012

Note 1- Nature of operations

First Tryon Securities LLC the Company is an introducing broker-dealer registered with the Securities and

Exchange Commission SEC and is member of the Financial Industry Regulatory Authority FINRA The

Companys purpose of operation is to engage as broker-dealer on fully disclosed basis in the purchase and sale

of fixed income securities primarily with other brokers dealers and financial institutions The Company was

approved by the National Association of Securities Dealers to initiate trading operations as of October 21 1996

First Tryon Securities LLC is North Carolina limited
liability company organized on September 1996 and

currently operating under the Operating Agreement of First Tryon Securities LLC North Carolina Limited Liability

Company effective May 2011 The Company shall continue in existence until it is terminated in accordance with

the provisions of the Operating Agreement or the Act Members are not ultimately liable for any debts liabilities or

obligations of the Company losses of capital or losses of profits solely for acting as an equity owner and not

beyond the respective capital contributions of each member Withdrawing members ownership interests are

transferable with no management rights upon the lapse of the term for the Companys option to purchase same

ownership interests Ownership interests are transferable in accordance with the terms of the Operating

Agreement

Note Summary of significant accounting policies

Cash equivalents

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

with maturity of three months or less to be cash equivalents

Securities owned

Marketable securities consist of fixed income securities and are valued at quoted market values If quoted

market value is not available market value is determined using quoted market prices for similar investment

securities Security transactions and any related gains or losses are recognized on the trade date Cost is

determined by the average cost method for the purpose of computing realized gains or losses on investment

securities Changes in the fair value from one reporting period to the next unrealized gains and losses are

recorded as trading revenue in the accompanying statements of operations

Property and equipment

Furniture equipment and leasehold improvements are carried at cost Depreciation is charged to operations over

the estimated useful lives of the assets using principally the 200 percent declining balance method for furniture

and equipment and the straight line method for leasehold improvements The costs of maintenance and repairs

that do not improve or extend the life of the respective asset are expensed as incurred The cost and accumulated

depreciation and amortization of property are eliminated from the accounts upon disposal and any resulting gain

or loss is included in the determination of net income

Financial advisory income

Financial advisory income primarily represents income earned from advisory services and is recorded based on

contract price in the period earned

Page



FIRST TRYON SECURITIES LLC

Notes to Financial Statements

For the years ended December31 2013 and 2012

Note 2- Summary of significant accounting policies continued

Use of estimates in the preparation of financial statements

The preparation of financial statements in conformity 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 revenues and expenses during the reporting period Actual results could

differ from those estimates

Income taxes

Limited
liability corporations are essentially taxed as partnerships with the net income or loss flowing through to

the members individual income tax returns Accordingly no provision for income taxes is reflected on the

Companys financial statements

Management has evaluated the tax positions of the Company and it is the opinion of management that there are

no significant uncertain tax positions that would be material to these financial statements

Allocations and distributions to Members

Allocation of income losses and distributions of cash are made to the members in accordance with terms of the

operating agreement and amendments entered into by the members The allocations are based on the members

ownership interests

Note Clearing broker and related receivable

The Company currently has clearing agreement with Pershing LLC Pershing to clear all trade transactions on

its behalf and does not have custody of any customers accounts The Company is required to maintain cash

deposit of $100000 as of December 31 2013 and 2012 with Pershing in accordance with the terms of the clearing

agreement

The accounts maintained with Pershing are composed of funds to settle securities traded not yet settled and

proceeds from all trade transactions The funds in these accounts are available for the daily trading transactions

initiated by the Company that are cleared through Pershing The accounts are also used by the Company to

transfer funds to bank accounts for the administrative operations of the Company

The Company has margin account with its clearing broker and has net payable of $18628054 and $56325353

in this account as of December 31 2013 and 2012 respectively Securities owned by the Company are pledged as

collateral for any outstanding payables which accrue interest at variable rate determined as described in the

clearing agreement Interest expense on the margin accounts for the years ended December 31 2013 and 2012

was $590628 and $428256 respectively The amount of margin available to the Company is based on the

requirements of Pershing LLC its clearing broker If the fair value of margin securities decreases to the extent the

amount of margin available is less than the amount available margin call would occur As result the Company

would be required to either pay cash or liquidate securities to the extent needed to be compliant with contractual

parameters The amount of unused margin as of December 31 2013 and 2012 was approximately $4607960 and

$5507572 respectively

Page



FIRST TRYON SECURITIES LLC

Notes to Financial Statements

For the years ended December31 2013 and 2012

Note 4- Marketable securities owned and securities sold not yet purchased

The Company adopted Fair Value Measurements which defines fair value establishes framework for

measuring fair value under GAAP and enhances disclosures about fair value measurements The Company records

marketable securities owned and securities sold not yet purchased at fair value but does not expand the use of

fair value in any new circumstances Fair value is defined as the exchange price that would be received to sell an

asset or paid to transfer
liability

in the principal or most advantageous market for the asset or liability in an

orderly transaction between market participants on the measurement date The Company believes that fair value

should be based on the assumptions market participants would use when pricing an asset or liability and

establishes fair value hierarchy that prioritizes the information used to develop those assumptions The fair value

hierarchy gives the highest priority to quoted prices in active markets and the lowest priority to unobservable data

The fair value measurements are required to be separately disclosed by level within the fair value hierarchy For

assets and liabilities recorded at fair value it is the Companys policy to maximize the use of observable inputs and

minimize the use of unobservable inputs when developing fair value measurements in accordance with the

adopted fair value hierarchy

Fair value measurements for which there exists limited or no observable market data requires assets and liabilities

be based primarily upon estimates These estimates are often calculated based on the economic and competitive

environment the characteristics of the asset or liability
and other factors Therefore the results cannot be

determined with precision and may not be realized in an actual sale or immediate settlement of the asset or

liability Additionally there may be inherent weaknesses in any calculation technique and changes in the

underlying assumptions used including discount rates and estimates of future cash flows could significantly affect

the results of current or future values

The Company utilizes fair value measurements to determine fair value disclosures Securities available-for-sale are

recorded at fair value on recurring basis

The Company groups assets and liabilities at fair value in three levels based on the markets in which the assets

and liabilities are traded and the reliability of the assumptions used to determine fair value These levels are

Level Valuations for assets and liabilities traded in active exchange markets such as the New York

Stock Exchange Level securities include state and municipal obligations corporate bonds

debentures notes and foreign bonds as outlined below

Level Valuations are obtained from readily available pricing sources via independent providers for

market transactions involving similar assets or liabilities The Companys principal market for

these securities is the secondary institutional markets and valuations are based on observable

market data in those markets Level securities include state and municipal obligations

corporate bonds debentures notes and foreign bonds as outlined below

Level Valuations for assets and liabilities that are derived from other valuation methodologies

including option pricing models discounted cash flow models and similar techniques and not

based on market exchange dealer or broker traded transactions Level valuations incorporate

certain assumptions and projections in determining the fair value assigned to such assets or

liabilities The Company has no Level assets or liabilities at December 31 2013 or 2012

Page



FIRST TRYON SECURITIES LLC

Notes to Financial Statements

For the years ended December31 2013 and 2012

Note 4- Marketable securities owned and securities sold not yet purchased continued

Marketable securities owned and securities sold not yet purchased at December 31 2013 and 2012 consist of the

following

Marketable securities owned at market value

12/31/2013

20134588

16837855

7463022

1309589

45745054

Quoted Prices In

Active Markets

for Identical

Assets

Level

602818

602818

Significant Other

Observable

Inputs

Level

20134588

16235037

7463022

1309589

45142236

Description

State and municipal obligations

Corporate bonds debentures and notes

Obligations of U.S government agencies

Foreign bonds

12/31/2012

27963387

42539651

2606104

721668

73830810

Level

27963387

39079048

2559673

721668

70323776

Securities sold not yet purchased at market value

Description

Corporate bonds debentures and notes

Obligations of U.S government agencies

Foreign bonds

Description

Corporate bonds debentures and notes

Obligations of U.S government agencies

Foreign bonds

12/31/2013

4982333

13471753

10812

18464898

12/31/2012

1112222

4965030

91235

6168487

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markets Significant Other

for Identical Observable

Assets
Inputs

Level Level

290863 4691470

13471753

10812

290863 18174035

Level Level

563471 548751

4965030

91235

563471 5605016

Page

Description

Fair Value Measurements at Reporting Date Using

State and municipal obligations

Corporate bonds debentures and notes

Obligations of U.S government agencies

Foreign bonds

Level

3460603

46431

3507034



FIRST TRYON SECURITIES LIC

Notes to Financial Statements

For the years ended December31 2013 and 2012

Note Marketable securities owned and securities sold not yet purchased continued

During the normal course of business the Company may sell fixed income securities not yet purchased Since the

Company will eventually purchase these securities at prevailing market prices risk exists due to the nature of

fluctuating market prices for the securities that the actual settlement price could be higher than the current

market value These amounts are recorded as liability on the statements of financial condition

Note Property and equipment

Property and equipment as of December 31 2013 and 2012 is summarized as follows

2013 2012

Furniture and equipment 393848 384496

Software 40426 50693

Leasehold Improvements 380512 256231

814786 691420

Less accumulated depreciation 567236 502497

247550 188923

Depreciation expense for the years ended December 31 2013 and 2012 were $75746 and $72815 respectively

Note Capital requirements

The Company is subject to the Securities and Exchange Commissions Uniform Net Capital Rule 15c3-1 which

requires the maintenance of minimum net capital of $100000 or 2/3% of aggregate indebtedness whichever is

greater and requires that the ratio of aggregate indebtedness to net capital both as defined shall not exceed 15

to The net capital and net capital ratio which agree with the Companys Focus Report as of December 31 2013

and 2012 were as follows

2013 2012

Net capital $4558945 $4835130
Net capital ratio ratio of indebtedness to capital 4.27 to 11.88 to

Note Part Form X-17a-5

The most recent annual report of the Company is available for examination and copying at the office of the

Company and at the Atlanta Regional Office of the Securities and Exchange Commission
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FIRST TRYON SECURITIES LLC

Notes to Financial Statements

For the years ended December 31 2013 and 2012

Note 401k Profit sharing plan

The Company has adopted 401k profit sharing plan available to all employees Participants may contribute

annually up to $17000 plus an additional $5500 in catch-up contributions if age 50 or older The Company

guarantees percent safe harbor contribution and may also make discretionary contribution The Company

recognized net expense of $38386 and $41452 related to this plan for the years ended December 31 2013 and

2012 respectively

Note 9- Supplemental cash flow information

Amounts paid for interest totaled $593150 and $429719 during 2013 and 2012 respectively

Note 10 Operating lease

The Company leases office space in multi-tenant building owned by its majority member under ten-year

operating lease agreement Rent expense under this lease as amended effective March 2013 for the years

ended December 31 2013 and 2012 was $171819 and $179363 respectively In addition the company entered

into 24 month lease agreement for their Texas office on April 2013 This agreement includes variable

element based on portion of operating expenses as determined each month Future minimum lease payments at

December 31 2013 are as follows

2014 194704

2015 184888

2016 185199

2017 190755

2018 subsequent 1080.162

1.835.708

Note 11 Related party transactions

In addition to the leasing arrangement discussed in Note 10 the Company also performed standard accounting

and building maintenance services for the majority member The Company was paid $18000 for the services

rendered in both 2013 and 2012

Note 12 Concentrations of credit risk and other business concentrations

The Company is engaged in various trading and brokerage activities in which counterparties primarily include

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 or

issuer of the security The Company evaluates the financial condition and creditworthiness of counterparty

before making decision to conduct business with that counterparty and on an on-going basis

Additionally the Company places its cash and cash equivalents on deposit with North Carolina financial institutions

and with Pershing The balance at the financial institution is insured by the Federal Deposit Insurance Corporation

FDIC up to $250000 From time-to-time the Company may have balances in excess of the FDIC insured limit

The balances with Pershing are not insured

Note 13 Members capital transaction

During 2012 former employee relinquished his membership interest in the Company As part of this transaction

$81000 of capital was redeemed by the Company in the form of note receivable
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FIRST TRYON SECURITIES LIC

Notes to Financial Statements

For the years ended December 31 2013 and 2012

Note 14- Subsequent events

The Company has evaluated subsequent events through the date these financial statements were issued
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