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OATH OR AFFIRMATION
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Title

A Notary Public

This report ** contains (check all applicable boxes):
M (a) Facing Page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
X (d) Statement of Changes in Financial Condition.
[X (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors” Capital.
[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
) (g) Computation of Net Capital.
B (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
[0 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
B4 () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
OO (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
i (1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
[0 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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INDEPENDENT AUDITOR'S REPORT

To the Members
of La Honda Advisors LLC
Palo Alto, California

Report on the Financial Statements

We have audited the accompanying statement of financial condition of La Honda Advisors LLC (the
“Company”), as of December 31, 2013, and the related statements of income, changes in members’
equity, and cash flows for the period from July 16, 2013 through December 31, 2013, that are filed
pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, and the related notes to the financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; 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.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with U.S. generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from 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 auditor's 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 Company’s
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 Company’s 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 a basis for
our audit opinion.

Member of

PKF

North America

An association of legally
independent firms



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of La Honda Advisors LLC as of December 31, 2013, and the results of its operations
and its cash flows for the period from July 16, 2013 through December 31, 2013, in accordance with U.S.
generally accepted accounting principles.

February 26, 2014



La Honda Advisors LLC
Statement of Financial Condition
December 31, 2013

ASSETS
Current Assets:
Cash and Cash Equivalents $ 79,654
Accounts Receivable 35,828
Total Current Assets 115,482
TOTAL ASSETS $ 115,482

LIABILITIES & MEMBERS' EQUITY

Current Liabilities:

Accounts Payable $ 4,347
Accrued Expenses 2,597
Distribution Payable 25,389
Owed to Members 8,401
Total Current Liabilities 40,734
Total Members' Equity 74,748
TOTAL LIABILITIES & MEMBERS' EQUITY $ 115,482

The accompanying notes are an integral part of these financial statements.



La Honda Advisors LLC
Statement of Income
For the Period from July 16, 2013 to December 31, 2013

Revenues:
Retainer Income 3 170,000
Success Fees 256,248
Total Revenue 426,248

Expenses:
Salaries and wages 64,541
Travel and Entertainment 12,854
Events and Conferences 2,227
Computer and Internet 13,400
Telephone 536
Rent 9,600
Regulatory Fees and Expenses 6,882
Insurance 796
Office Supplies 448
Postage and Delivery 647
Other 15
Total Expenses 111,946
Net income $ 314,302

The accompanying notes are an integral part of these financial statements.



La Honda Advisors LLC
Statement of Changes in Members' Equity
For the Period from July 16, 2013 to December 31, 2013

Balance at July 16, 2013 $ 7,919

Distributions (247 ,473)
Net income 314,302
Balance at December 31, 2013 $ 74,748

The accompanying notes are an integral part of these financial statements.



La Honda Advisors LLC
Statement of Cash Flows
For the Period from July 16, 2013 to December 31, 2013

Cash flows from operating activities:

Net Income $ 314,302
Adjustments to reconcile net income to net cash provided by operating activities:
Accounts Receivable (35,828)
Accounts Payable 4,347
Accrued Expenses 27)
Owed to Members (6,015)
Net cash provided by operating activities 276,779
Cash flows from investing activities
Members' distributions . (222,084)
Net cash used in investing activities (222,084)
Net cash and cash equivalents increase for period 54,695
Cash and cash equivalents at beginning of period 24,959
Cash and cash equivalents at end of period $ 79,654 ‘

The accompanying notes are an integral part of these financial statements.



La Honda Advisors LLC
Notes to Financial Statements
For the Period from July 16, 2013 through December 31, 2013

Note 1 - Nature of business

La Honda Advisors LLC (a California limited liability company formed in 2012),
hereinafter referred o as the “Company”, performs investment banking advisory services to companies
seeking private placements, mergers, and acquisitions.

The Company’s new member application with the Financial Industry Regulatory Authority
(FINRA) was granted on July 5, 2013, with the Company allowed to commence business operations on
July 16, 2013. Therefore, these financial statements reflect the financial condition of the Company as of
December 31, 2013, and the results of its operations and cash flows for the period from July 16 through
December 31, 2013.

The Company is a member of the Securities Investor Protection Corporation (SIPC).

Note 2 - Summary of significant accounting policies

Basis of presentation

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of America
(“GAAP)))‘

Use of estimates

The preparation of the Company's financial statements in conformity with generally
accepted accounting principles requires and includes management estimates and assumptions that affect
the reported amounts of assets and liabilities, the 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 and could be material to the financial statements.

Cash and cash equivalents

For purposes of the Statement of Cash Flows, the Company considers all cash and
short-term investments with original maturities of three months or less, and clearing deposits, to be cash
equivalents.

Accounts receivable

Accounts receivable are stated at the amount management expects to collect from
outstanding balances. The Company extends unsecured credit to its customers in the ordinary course of
business and assesses the allowance for doubtful accounts based on the Company’s collection history.
Management provides for probable uncollectible amounts through a charge to earnings and a credit to a
valuation allowance based on its assessment of the current status of individual accounts. Balances that
are still outstanding after management has used reasonable collection efforts are written off through a
charge to the valuation allowance and a credit to accounts receivable. At December 31, 2013, the
Company had no allowance for uncoliectible receivables.

Page 8



La Honda Advisors LLC
Notes to Financial Statements
For the Period from July 16, 2013 through December 31, 2013

Note 2 - Summary of significant accounting policies - continued

Revenue recognition

The Company’s revenue is generated from income derived from services rendered to
clients under advisory agreements. The Company charges monthly, non-refundable retainer fees upon
engagement with clients, which may be credited against eventual success fees. The Company earns
success fees on completed transactions. Success fee revenue is recorded when earned and all third
party contingencies are met.

Property and equipment

The Company has not incurred expenditures of more than $1,000 on an individual basis,
thus not necessitating such expenses to be capitalized as property and equipment.

Income and franchise faxes

The Company is a California limited liability company and has elected to be treated as a
partnership for income tax purposes. For federal income tax purposes, profits and losses are passed
through to the Members. California law is much the same as federal in terms of the Members reporting
the pass-through of profits and losses, with the exception that the Company is subject to at least a
minimum $800 annual fee based on gross receipts.

Uncertain tax positions

The Company accounts for uncertain tax positions in accordance with ASC 740-10,
Accounting for Uncertainty in Income Taxes ("ASC 7407). The Company has elected to recognize interest
and penalties related to tax uncertainties as operating expenses. At December 31, 2013, management
has determined that there are no uncertain tax positions requiring recognition in its financial statements.

The Company’s 2012 federal and California tax returns are subject to examination.

Advertising costs

Advertising costs are charged to operations when incurred. For the year ended
December 31, 2013, the Company did not incur any advertising costs.

Subsequent events

The Company has evaluated subsequent events through February 26, 2014, the date the
financial statements were issued.

Note 3 - Prepaid expenses

There were no prepaid expenses as of December 31, 2013.

Note 4 - Property and equipment

There was no property and equipment as of December 31, 2013,

Page 9



La Honda Advisors LLC
Notes to Financial Statements
For the Period from July 16 through December 31, 2013

Note 5 - Net capital requirements

The Company’s minimum net capital requirement is the greater of $5,000 or 12.5 percent
of its aggregate indebtedness during its first year of operations. The requirement may be higher based on
the nature of the business conducted by the Company, an aggregate indebtedness calculation, or higher
state required minimums. SEC and Blue Sky regulations also require that the ratio of aggregate
indebtedness to net capital cannot exceed 8:1 under applicable regulations and during its first 12 months
of operations. Finally, FINRA has the authority to increase capital requirements for some firms. At
December 31, 2013, the Company had net capital of $38,920 which was $33,828 in excess of its required
net capital of $5,092. The Company’s aggregate indebtedness to net capital ratio was 1.05:1.

Note 6 - Members’ equity and ownership

The membership interests in the Company are divided into and represented by "shares".
The Company currently has two Members whose ownership comprises 100% of the shares allocated. At
December 31, 2013, 100,000 shares were issued and allocated.

Note 7 - Commitments and contingencies

Facility lease

The Company entered into a month-to-month sublease agreement for their corporate
office, commencing on June 30, 2013, with Wellington Partners GMBH. The Company pays a monthly
base rent of $1,600. The sublease agreement expires on May 31, 2016. The Company may terminate
the lease at any time, and there are no minimum future rental commitments.

Contingencies

In the normal course of operations, the Company is involved with certain claims and
disputes, and is subject to periodic examinations by regulatory agencies. It is the opinion of the
Company’s management that liabilities, if any, arising from such claims, disputes, or examinations would
not have a material effect on the Company’s financial condition.

Page 10
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INDEPENDENT AUDITOR'S REPORT ON SUPPLEMENTARY INFORMATION REQUIRED
BY RULE 17a-5 UNDER THE SECURITIES EXCHANGE ACT OF 1934

To the Members
of La Honda Advisors LLC
Palo Alto, California

We have audited the financial statements of La Honda Advisors LLC (the “Company”) as of December
31, 2013 and for the period from July 16, 2013 through December 31, 2013, and have issued our report
theron dated February 26, 2014, which contained an unmodified opinion on those financial statements.
Our audit was performed for the purpose of forming an opinion on the financial statements as a whole.
The supplementary information contained in Schedules I, I, and lll, required by Rule 17a-5 under the
Securities Exchange Act of 1934, is presented for purposes of additional analysis and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information in Schedules I, I, and Il has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information in Schedules |, I and lil is fairly stated in all material respects in relation to the financial
statements as a whole.

February 26, 2014

Member of

North America

An association of legally
independent firms



LA HONDA ADVISORS LLC
Computation of Net Capital

December 31, 2013

Schedule |

The Company received approval and became an authorized broker dealer effective July 16, 2013 and
therefore, its net capital must exceed 12.5% of its aggregate indebtedness. The Company’s minimum net
capital at December 31, 2013 was $5,092 and excess net capital totaled $33,828.

Members’ Equity $ 74,748
Less: Non-allowable Assets 35,828

Net Capital $ 38920
Minimum Net Capital Required — 12.5% of $40,734 $ 5092
Minimum Dollar Net Capital Requirement $ 5000
Net Capital Requirement $ 5092
Excess Net Capital $ 33,828
Net Capital Less Greater of 10% of $40,734 or 120% of $5,000 $ 32920

12



LA HONDA ADVISORS LLC

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3
and Information Relating to Possession or Control Requirements Under Rule 15¢3-3

December 31, 2013

Schedule li

The Company did not handle any customer cash or securities during the period and does
not have any customer accounts.

Exemptive provision under Rule 15¢3-3. Firm is operating as a (k)(2)(i) broker/dealer.

Firm is a FINRA member.

13



LA HONDA ADVISORS LLC
Reconciliation of Net Capital Pursuant to Rule 15¢3-1

December 31, 2013

Schedule lli
The respondent’s reconciliation of the computation of net capital is as follows:
Unaudited
FOCUS

Report as of Audit Final Audited

12/31/2013  Adjustments Total
Assets $ 115482 $ - $ 115,482
Liabilities 13,475 27,259 40,734
Members’ Equity 102,007 (27,259) 74,748
Non-Allowable Assets 35,828 - 35,828
Net Capital 66,179 (27,259) 38,920
Minimum Net Capital Required 898 N/A 5,092
Minimum Dollar Requirement 5,000 N/A 5,000
Net Capital Required 5,000 N/A 5,092
Excess Net Capital 61,179 N/A 33,828
Total A.l. from Statement of Financial

Condition 13,475 27,259 40,734

Total Aggregate Indebtedness 13,475 27,259 40,734
Percentage of A.l. to Net Capital 20.36% N/A 104.66%

14
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INDEPENDENT AUDITOR'S REPORT ON APPLYING AGREED-UPON PROCEDURES

To the Members
of La Honda Advisors LLC
Palo Alto, California

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
General Assessment Reconciliation (Form SIPC-7) to the Securities Investor Protection Corporation
(SIPC) for the period from July 16, 2013 through December 31, 2013, which were agreed to by La Honda
Advisors LLC (the "Company”), and the Securities and Exchange Commission, Financial Industry
Regulatory Authority, Inc., and SIPC, solely to assist you and the other specified parties in evaluating the
Company’s compliance with the applicable instructions of the General Assessment Reconciliation (Form
SIPC-7). The Company’s management is responsible for the Company’s compliance with those
requirements. This agreed-upon procedures engagement was conducted in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in this report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the purpose for
which this report has been requested or for any other purpose. The procedures we performed and our
findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement records entries, noting no adjustments;

2. Compared the amounts reported on the audited Form X-17A-5 for the period from
July 16, 2013 through December 31, 2013, as applicable, with the amounts reported
in Form SIPC-7 for the period from July 16, 2013 through December 31, 2013, noting
no adjustments;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers, noting no adjustments;

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in
the related schedules and working papers supporting the adjustments noting no
adjustments; and

5. Compared the amount of any overpayment applied to the current assessment with
the Form SIPC-7 on which it was originally computed noting no adjustments.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have been
reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

AU, g & Zoek

February 26, 2014

North America

An association of legally
independent firms
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL

To the Members
of La Honda Advisors LLC
Palo Alto, California

In planning and performing our audit of the financial statements La Honda Advisors LLC (the “Company”),
as of December 31, 2013 and for the period from July 16, 2013 through December 31, 2013, in
accordance with auditing standards generally accepted in the United States of America, we considered
the Company’s internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made
a study of the practices and procedures followed by the Company including consideration of control
activities for safeguarding securities. This study included tests of such practices and procedures that we
considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not
carry securities accounts for customers or perform custodial functions relating to customer securities, we
did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC’s previously mentioned objectives. Two of
the objectives of internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Member of

PKF

North America

An association of legally
independent firms



A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the Company's financial statements will not be
prevented, or detected and corrected, on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safeguarding
securities that we consider to be material weaknesses, as defined previously.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and our study, we believe that the Company’s practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2013, to meet the
SEC'’s objectives.

This report is intended solely for the information and use of management, the SEC, the Financial Industry
Regulatory Authority, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

ALH, faf™> ¢ Lok

February 26, 2014
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