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NDEPENDENT AUDTORS REPORT

To TourmaUne Partners LLC

We have audited the accompanying consolidated statement of financial condition of Tourmaline Partners LLC and

Subsidiaries the Company as of December 31 2013 that you are filing pursuant to Rule 17a5 under the

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

Managements Responsibility for the Financial Statement

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

condition in accordance with accounting pnnciples 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 consolidated statement of financial condition based on our audit

We did not audit the financial statements of Tourmaline UK Limited and Tourmaline Associates UK Limited

wholly owned subsidiaries and Tourmaline Europe LLP the Components majority owned subsidiary whose

statements reflect total assets constituting 30% of consolidated total assets at December 31 2013 which were

prepared in accordance with United Kingdom Generally Accepted Accounting Practice were audited by other

auditors in accordance with International Standards on Accounting UK and Ireland whose report has been

furnished to us We have applied audit procedures on the conversion adjustments to the consolidated statement of

financial condition of the Components which conform those financial statements to accounting principles generally

accepted in the United States of America Our opinion insofar as it relates to the amounts included for the

Components prior to these conversion adjustments is based solely on the report of and additional audit

procedures to meet the relevant requirements of auditing standards generally accepted in the United States of

America performed by the other auditors 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 audit to obtain

reasonable assurance about whether the consolidated 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

consolidated 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 to fraud

or error In making those risk assessments the auditor considers internal control relevant to the Companys

preparation and fair presentation of the consolidated 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 Crmpanys 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 evaluahng the overall presentation of the consolidated statement of

hnaricial condition

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our audit

opinion

Opinion

Based on our report and the report of the other auditors in our opinion the consolidated statement of financial

condihon referred to above presents fairly in all material respects the financial position of Tourmaline Partners

LLC and Subsidiaries as of December 31 2013 in accordance with accounting principles generally accepted in the

United States of America

Roseland New Jersey

February 25 2014



TOURMALINE PARTNERS LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

December 31 2013

ASSETS

Cash and cash equivalents 2559321

Receivables from clearing brokers including

clearing deposits of approximately $2000000 2908945

Commissions receivable 292308

Property and equipment net 566738

Other assets 333000

6660312

LIABILITIES AND EQUITY

Liabilities

Accounts payable and accrued expenses 3096702

Equity

Members equity 3565420

Non-controlling interest 36257

Accumulated other comprehensive income 38067

Total equity 3563610

6660312

See accompanying notes to consolidated financial statement



TOURMALINE PARTNERS LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENT

Nature of business

Tourmaline Partners LLC Tourmaline Partners is limited liability company formed under the laws of the state of

Connecticut on June 17 2010 On December 15 2010 Tourmaline Partners became registered as broker-dealer

with the Securities and Exchange Commission the SEC and member of the Financial Industry Regulatory

Authority Tourmaline Partners operations are also conducted through its wholly-owned subsidiaries Tourmaline

UK Limited Tourmaline UK and Tourmaline Associates UK Limited Tourmaline Associates and their majority

owned subsidiary Tourmaline Europe LLP Tourmaline Europe

Tourmaline Partners Tourmaline UK Tourmaline Associates and Tourmaline Europe collectively the Company
execute trades with or on behalf of and earn commission from managers of private investment funds

Summary of significant accounting policies

Principles of Consolidation

The consolidated financial statements include the accounts of Tourmaline Partners Tourmaline UK Tourmaline

Associates and Tourmaline Europe All significant intercompany transactions and balances have been eliminated in

consolidation

Basis of Presentation

The consolidated financial statements have been prepared in conformity with accounting principles generally

accepted in the United States of America GAAP

These consolidated financial statements were approved by management and available for issuance on February

25 2014 Subsequent events have been evaluated through this date

Cash and Cash Equivalents

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

remaining maturities of three months or less at acquisition to be cash equivalents



TOURMALINE PARTNERS LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENT

Summary of significant accounting policies continued

Receivables from Clearing Brokers and Commissions Receivable

The amounts receivable from broker and commissions receivable arise in the ordinary course of business and are

pursuant to clearing agreement with clearing firm

Revenue and Expense Recognition from Securities Transactions

Securities transactions and the related commission and trading revenues and expenses are recorded on the trade-

date basis and unrealized gains and losses are reflected in revenues

Deferred Rent Expense

The difference between the rent expense and rent paid is recorded as deferred rent in the consolidated statement of

financial condition Tenant incentives used to fund leasehold improvements are recorded in deferred rent and

amortized as reductions of rent expense over the term of the lease

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amortization The Company provides

for depreciation and amortization as follows

Estimated

Asset Useful Life Principal Method

Furniture and fixtures 3-7 years Straight-line

Computer hardware 3-5 years Straight-line

Computer software 3-5 years Straight-line

Leasehold improvements Lease term Straight-line

Impairment of Long-Lived Assets

In accordance with GAAP long-lived assets are reviewed for impairment whenever events or changes in

circumstances indicate that the carrying amount of an asset may not be fully recoverable If an impairment

indicator is present the Company evaluates recoverability by comparison of the carrying amount of the assets to

future undiscounted net cash flows expected to be generated by the assets If the assets are impaired the

impairment recognized is measured by the amount by which the carrying amount exceeds the estimated fair value

of the assets There was no impairment of long-lived assets recorded during the year ended December 31 2013



TOURMALINE PARTNERS LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENT

Summary of significant accounting policies continued

Foreign Currency Translation

Foreign currency transactions and the financial statements of Tourmaline Partners foreign subsidiaries are

translated into U.S dollars at prevailing or current rates respectively except for revenues and expenses which are

translated at average currency rates during the reporting period Exchange gains and losses resulting from foreign

currency transactions are recognized currently Gains and losses resulting from translation of financial statements

are excluded from the consolidated statement of operations and are reported as separate component of equity

The annual currency translation adjustment decreased equity by approximately $73000 at December 31 2013

Comprehensive Income Loss

The Company reports and displays comprehensive income loss and its components in members equity The

components of other comprehensive income loss such as changes in foreign currency translation adjustments

are added to net income to arrive at comprehensive income loss Other comprehensive income loss items have

no impact on net income as presented in the consolidated statement of operations and comprehensive income

Income Taxes

The Company is limited liability company and treated as partnership for income tax reporting purposes The

Internal Revenue Code IRC provides that any income or loss is passed through to the members for federal and

state income tax purposes Accordingly the Company has not provided for federal or state income taxes

At December 31 2013 management has determined that the Company had no uncertain tax positions that would

require financial statement recognition This determination will always be subject to ongoing reevaluation as facts

and circumstances may require The Company remains subject to U.S federal and state income tax audits for all

periods subsequent to 2010

Tourmaline UK is subject to corporate income taxes at 24.50% tax rate

Non-ControllingInterest

The consolidated subsidiaries that are less then wholly owned are referred to as non-controlling interests The

portion of net income loss attributable to non-controlling interests for such subsidiaries is presented as net

income applicable to non-controlling interests on the consolidated statement of operations and the portion of

equity of such subsidiaries is presented as non-controlling interests on the consolidated statement of financial

condition and consolidated statement of changes in equity

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in

the United States of America 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 consolidated

financial statements and the reported amounts of revenues and expenses during the reporting period In

particular estimates have been made in reference to the other investment valuations Actual results could differ

from those estimates



TOURMALINE PARTNERS LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENT

Property and equipment

Property and equipment consist of the following at December 31 2013

Furniture and fixtures 141841

Computer hardware 463289

Computer software 303638

Leasehold improvements 168363

1077131

Less accumulated depreciation 510393

566738

Depreciation expense for the year ended December 31 2013 was approximately $194000

Commitments

Tourmaline Partners is obligated under operating lease agreements expiring through May 2018 Rent expense for

the year ended December 31 2013 was approximately $319000 Included in other assets at December 31 2013

are security deposits related to these lease agreements in the approximate amount of $114000

Tourmaline Europe is obligated under an operating lease for its London office space that expires in June 2014

Rent expense for the year ended December 31 2013 was approximately $138000 Included in other assets at

December 31 2013 is security deposit related to this lease agreement in the approximate amount of $22000

Aggregate future lease payments of office space under this lease agreement for the five years subsequent to

December 31 2013 are as follows

2014 359000

2015 226000

2016 231000

2017 236000

2018 99000

1151000

For the year ended December 31 2013 rent expense for the Company was approximately $457000



TOURMALINE PARTNERS LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENT

Net capital requirement

Tourmaline Partners is subject to the SEC Uniform Net Capital Rule 5c3-1 This Rule requires the maintenance of

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

to and that equity capital may not be withdrawn if the resulting net capital ratio would exceed 10 to At December

31 2013 Tourmaline Partners net capital was approximately $1007000 which was approximately $757000 in

excess of its minimum requirement of $250000

Off-balance sheet risk and concentration of credit risk

The Company is exposed to off-balance sheet risk of loss on unsettled transactions in the event that other

counterparties are unable to fulfill their contractual obligations

The clearing operation for securities transactions are provided by one broker This broker is member of major
securities exchange At December 31 2013 all of the securities owned and the amounts due from broker reflected in

the consolidated statement of financial condition are positions held by and amount due from such broker Amounts

due from broker may be restricted to the extent that they serve as deposits for securities sold not yet purchased The

Company is subject to credit risk should this broker be unable to fulfill their obligations to return the Companys
securities or repay amounts owed Substantially all of the Companys receivables from broker relate to cash balances

on deposit and approximately $2000000 required by the clearing broker to be maintained on deposit

From time to time the Company will maintain cash balances in financial institution which at times may exceed

federally insured limits The Company is subject to credit risk to the extent any financial institution with which it

conducts business is unable to fulfill contractual obligations on its behalf Management monitors the financial

condition of such financial institutions and does not anticipate any losses from these counterparties

Employee benefit plan

The Company maintains retirement plan the Plan pursuant to Section 401k of the Internal Revenue Code for

eligible participants to make voluntary contributions of portion of their annual compensation on deferred basis

subject to limitations provided by the Internal Revenue Code The Company may make matching contribution at

the discretion of the Board of Directors At December 31 2013 the Company incurred expenses related to the Plan

in the amount of approximately $122000

Exemption from Rule 5c3-3

The Company is exempt from the Securities and Exchange Commission Rule 15c3-3 pursuant to provision k2ii
with respect to clearing all transactions on fully disclosed basis through its clearing firm Further the Company
operates pursuant to the exemptive provision of Rule 5c3-3 with respect to its soft dollar business and as such

segregates funds accordingly in Special Reserve Bank Account for the Exclusive Benefit of Customers The

funds segregated in this account are not used in the normal business operations of the Company

Contingency

In December 2012 the Company initiated legal action against former employee Management believes based on

the advice of the Companys legal counsel that the suit could result in settlement or award by the court in favor of

the Company However the ultimate outcome of the litigation cannot be determined and no amount has been

recognized for possible collection of any claims asserted in the litigation



TOURMALINE PARTNERS LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENT

10 Major customer

During the year ended December 31 2013 the Company had one major customer that aggregated approximately

11% of total revenues

11 Soft dollar transactions

During 2013 the Company entered into soft dollar arrangements with certain clients within the provisions of Rule

28e Section 28 of the Exchange Act establishes safe harbor for money managers which allows them to

purchase research and brokerage services for clients using soft dollars Other clients specifically hedge funds

may still participate in the soft dollar program pursuant to the guidelines established in their fund documents Under

the soft dollar program the Company uses commissions to pay brokerage and research related expenses on

behalf of clients At December 31 2013 the Company has an outstanding liability of approximately $1293000

included in accounts payable and accrued expenses on the statement of financial condition

12 Recent regulatory developments

In July 2013 the U.S Securities and Exchange Commission SEC adopted amendments to its broker-dealer

reports rules which will now require among other things that audits of all SEC-registered broker-dealers be

conducted under Public Company Accounting Oversight Board PCAOB standards for fiscal years ending on or

after June 2014 effectively replacing the American Institute of Certified Public Accountants with the PCAOBas

the auditing standard-setter for auditors of broker-dealers and replacing Generally Accepted Auditing Standards

with PCAOB standards for broker-dealers that are subject to audit Broker-dealers will be required to file either

compliance reports or exemption reports as applicable and file reports of independent public accountants

covering compliance reports or exemption reports prepared in accordance with the PCAOB standards

Additionally effective December 31 2013 if broker-dealer is SIPC member firm broker-dealer audited

financial statements will also be required to be submitted to SIPC and broker-dealerswill be required to file new

quarterly Form Custody

In addition SEC adopted amendments to various financial responsibility rules For broker-dealer such as the

Company these amendments were mostly technical in nature and effectively ratified various interpretive and no-

action positions taken by SEC staff over many years or which conformed to existing practices or self-regulatory

organization rules

Management has evaluated the implications of the amendments to the broker-dealer reports and the financial

responsibility rules and does not expect that the adoption of the amendments will have material impact on the

Company or its financial statements

13 Subsequent event

Subsequent to December 31 2013 Members affected withdrawals of approximatel $750000


