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OATH OR AFFIRMATION

Daniel LeGaye swear or affirm that to the best of

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

NativeOne Institutional Trading LLC as

of December 31 20 13 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

Chief Financial fficer

AMANSHANKO
Notary Public

Notary Public State of Texas

My Commission Expires
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114 West 47th Street Floor

New York NY 10036

Tekphone 212.785.9700

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

Independent Auditors Report

To the Members of

NativeOne Institutional Trading LLC

Leonardo NJ

Report on the financial statements

We have audited the accompanying statement of financial condition of NativeOne Institutional Trading

LLC the Company as of December 31 2013 and the related statements of income changes in

members equity and cash flows for the year then ended that you are filing pursuant to Rule 7a-5 under

the Securities Exchange Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation 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 these financial statements based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United States of

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

whether the financial 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 Companys

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 Companys internal control

Accordingly we express no such opinion An audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of significant estimates made by management as well as

evaluating the overall presentation of the financial statements
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114 West 47th Street 19th Floor

New York NY 10036

Telephone 212.785.9700

CEPTIFIED PUBLiC ACCOUNTANTS AND ADVISORS

Independent Auditors Report Continued

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 NativeOne Institutional Trading LLC as of December 31 2013 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

Other Matter

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken

as whole The information contained in the Computation of Net Capital for Broker Dealers Pursuant to

Rule 15c3-1 and the Reconciliation to the Computation of Net Capital Included in Part IIA of Form

X- 7A-5 and the Schedule of Computation for Determination of Reserve Requirements Pursuant to Rule

5c3-3 are presented for purposes of additional analysis and are not required part of the basic financial

statements but are supplementary information required by rule 7a-5 under the Securities Exchange Act

of 1934 Such information has been subjected to the auditing procedures applied in the audits of the basic

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

the Computation of Net Capital for Broker Dealers Pursuant to Rule 15c3-1 and the Reconciliation to the

Computation of Net Capital Included in Part IIA of Form X-I7A-5 and the Computation for

Determination of Reserve Requirements Pursuant to Rule 15c3-3 is fairly stated in all material respects in

relation to the basic financial statements taken as whole

I4
KBL LLP

New York NY

April 12014
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NativeOne Institutional Trading LLC
Statement of Financial Condition

December 31 2013

Assets

Cash

Total Assets

Liabilities and Members Equity

Liabilities

Total Liabilities

Commitments and contingencies

Members equity

Total Liabilities and Members Equity

110000

110000

110000

110000

The accompanying notes are an integral part of these financial statements



Revenue

NativeOne Institutional Trading LLC
Statement of Income

For The Year Ended December 31 2013

Fee income

Interest income

Total revenue

117605

267

117872

Operating expenses

Salaries and benefits

Technology data and communications

Regulatory fees and expenses

Professional fees

Other expenses

Total operating expenses

The accompanying notes are an integral part of these financial statements

Net loss

134075

41474

12648

72919

27779

288895

171023
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NativeOne Institutional Trading LLC
Statement of Changes in Members Equity

For The Year Ended December 31 2013

Balance December 31 2012 971429

Members distributions during the year 376953
Reclassification of receivable from parent to member distribution 313453
Net loss 171023

Balance December 31 2013 110000

The accompanying notes are an integral part of these financial statements
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NativeOne Institutional Trading LLC
Statement of Cash Flows

For The Year Ended December 31 2013

Cash flows from operating activities

Net loss 171023
Adjustments to reconcile net loss to net cash provided by

operating activities

Changes in operating assets and liabilities

Accounts receivable from clearing broker 660308

Accounts receivable 15494

Other assets 16573

Accounts payable and accrued expenses 49427

Net cash provided by operating activities 471925

Cash flows from financing activities

Members distributions 376953

Net cash used in financing activities 376953

Net increase in cash 94972

Cash beginning of year 15028

Cash end of year 110000

Supplementary disclosures of cash flow information

Cash paid during the year for

Income taxes

Interest expense 200

The accompanying notes are an integral part of these financial statements
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NativeOne Institutional Trading LLC
Notes to Financial Statements

Note Organization and Operations

NativeOne Institutional Trading LLC the Company was organized as Limited

Liability Company on June II 2003 in the State of New York The Company was

granted membership in the Financial Industry Regulatory Authority FINRA on

October 31 2007 The Company is registered broker-dealer with the Securities

and Exchange Commission SEC and is member of the Securities Investor

Protection Corporation SIPC The Company is owned 90% by NativeOne

Financial Holdings Inc

The Company provides equity and fixed income trading services to institutional

clients in exchange for commissions as well as underwriting services Investors

usually consist of institutional investors pension plans and other legal entities

meeting the regulatory definition of qualified or accredited investors

Note Summary of Significant Accounting Policies

Basis of Presentation

The Companys financial statements are prepared in accordance with accounting

principles generally accepted in the United States of America

Cash and cash equivalents

The Company considers all highly liquid investments with maturity of three

months or less when purchased to be cash equivalents Cash equivalents are carried

at cost which approximates market value The Company held no cash equivalents

at December 31 2013

Accounting basis

The Company uses the accrual basis of accounting for financial statement and

income tax reporting Accordingly revenues are recognized when services are

rendered and expenses realized when the obligation is incurred

See Independent Auditors Report
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NativeOne Institutional Trading LLC
Notes to Financial Statements

Note Summary of Significant Accounting Policies continued

Income Taxes

The Company is limited liability company taxed as partnership for federal

income tax purposes and thus no federal income tax expense has been recorded in

the financial statements Taxable income of the Company is passed through to the

members and reported on their individual tax returns

Pursuant to accounting guidance concerning provision for uncertain income tax

provisions contained in Accounting Standards Codification ASC 740-10 there

are no uncertain income tax positions The federal and state income tax returns are

subject to examination by the IRS and state taxing authorities generally for three

years after they were filed

Use of Estimates

The preparation of 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 financial

statements and the reported amounts of revenues and expenses during the reporting

period Actual results could differ from those estimates

Revenue Recognition

The Companys revenues are from consulting fees fixed fees and percentage of

asset managers money management fee Consulting agreements with asset

managers are multi-year contracts

Consulting fees are accrued when earned They are paid in arrears on the last day of

each calendar quarter

Marketing and sales fee contracts are also for multiple years The Company is

compensated by fixed fee and percentage of the asset managers money

management fee The fixed fee component is paid in advance on the first day of

each calendar quarter Percentage fees are paid in arrears usually within 45 days

after the end of each calendar quarter

See Independent Auditors Report
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NativeOne Institutional Trading LLC
Notes to Financial Statements

Note Summary of Significant Accounting Policies continued

Accounts Receivable

Accounts receivable is recorded at the amount the company expects to collect on

balances outstanding at year-end The members closely monitor outstanding

balances and write off as of year-end all balances over year old that have not

been collected by the time the financial statements are issued The Company had

no receivables at December 31 2013

Fair Values of Financial Instruments

Financial Accounting Standards Board Accounting Standards Codification ASC
825 Financial Instruments requires the Company to disclose estimated fair

values for its financial instruments Fair value estimates methods and assumptions

are set forth below for the Companys financial instruments The carrying amount of

cash accounts receivable prepaid expenses and accounts payable and accrued

expenses approximate fair value because of the short maturity of those instruments

Concentrations of Credit Risk

The Company places its cash with high credit quality financial institution The

Companys account at this institution is insured by the Federal Deposit Insurance

Corporation FDIC up to $250000 To reduce its risk associated with the failure

of such financial institution the Company evaluates at least annually the rating of

the financial institution in which it holds deposits

Recent Issued Accounting Pronouncements

The Company does not believe that the adoption of any recently issued but not yet

effective accounting standards will have material effect on its financial position

and results of operations

Note Net Capital

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-l which

requires the maintenance of minimum net capital of the greater of $100000 or

2/3% of aggregate indebtedness At December 31 2013 the Company had net

capital of $110000 which was $10000 in excess of the FINRA minimum net

capital requirement On February 27 2014 the Company requested reduction in

their minimum net capital requirement from $100000 to $5000 In March 2014
FINRA approved the reduction request Accordingly the Companys minimum net

capital requirement shall be the greater of $5000 or 2/3% of aggregate

indebtedness

See Independent Auditors Report
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NativeOne Institutional Trading LLC
Notes to Financial Statements

Note Concentration of Customer Revenues

For the year ended December 31 2013 two customers accounted for 33% and 16%

of the Companys revenues

The Company is engaged in various brokerage activities and securities transactions

primarily for institutional customers The Companys transactions are

collateralized and are executed with and on behalf of broker-dealers and other

financial institutions and are introduced for clearance to other broker-dealers

clearing broker on fully disclosed basis The agreement between the Company

and its clearing brokers provides that the Company is obligated to assume any

exposure related to non-performance by its customers The Companys exposure to

credit risk associated with non-performance of customers in fulfilling their

obligations pursuant to securities transactions can be directly impacted by the

volatility of the securities markets In the event that customer does not fulfill its

obligation the Company is exposed to credit risk The Company seeks to control

the risk associated with nonperformance by monitoring all customer activity and

reviewing information it receives from its clearing broker on daily basis

Note Related Party Transactions

$313453 originally reflected as receivable from NativeOne Financial Holdings

Inc in the previous years financial statements was charged as member

distribution in 2013

During 2013 NativeOne Financial LLC increased its membership interest in the

Company from 85% to 90%

During 2013 the Company made distribution of $376953 to NativeOne Financial

Holdings Inc

Note Subsequent Events

The Company evaluated events occurring between the end of its fiscal year

December 31 2013 and March 31 2014 when the financial statements were

available to be issued

On February 27 2014 the Company requested reduction in their minimum net

capital requirement from $100000 to $5000 In March 2014 FINRA approved the

reduction request Accordingly the Companys minimum net capital requirement

shall be the greater of $5000 or 2/3% of aggregate indebtedness

See Independent Auditors Report
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NativeOne Institutional Trading LLC

Computation for Determination of Reserve Requirements and

Information Relating to Possession or Control Requirements

for Brokers and Dealers Pursuant to Rule 15c3-3

December 31 2013

The Company is exempt from the provisions of Rule 5c3-3 under paragraph k2i under the

Securities Exchange Act of 1934

See Independent Auditors Report
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NativeOne Institutional Trading LLC

Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

For the Year Ended December 31 2013

COMPUTATION OF NET CAPITAL

Members equity 110000

Less non-allowable assets

Net capital 110.000

AGGREGATE INDEBTEDNESS

Accounts payable and accrued expenses

Total aggregate indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required 2/3 of total aggregate

indebtedness

Minimum net capital required of broker dealer 100000

NET CAPITAL REQUIREMENT Greater ofa or 100000

EXCESS NET CAPITAL 10000

EXCESS NET CAPITAL AT 1000% Net Capital 10% of

Aggregate Indebtedness

RATIO OF AGGREGATE INDEBTEDNESS TO NET
CAPITAL

RECONCILIATION WITH COMPANYS COMPUTATION

Included in Part IIA of Form X-17A-5 as of December 31 2013

NET CAPITAL As reported in the Companys Part hA unaudited

FOCUS report 110022

NET AUDIT ADJUSTMENTS 22

NET CAPITAL December 31 2013 audited 110.000

There were no material differences between the Companys computation of net capital and the focus

filing

See Independent Auditors Report
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KBiS
CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

Independent Auditors Report on Internal

Control Required by SEC Rule 17a-5

for Broker-Dealer Claiming an Exemption from SEC Rule 15c3-3

To the Members of

NativeOne Institutional Trading LLC

Leonardo NJ

In planning and performing our audit of the financial statements of NativeOne Institutional Trading LLC

the Company as of and for the year ended December 31 2013 in accordance with auditing standards

generally accepted in the United States of America we considered the Companys internal control over

financial reporting internal control as 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 Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by Rule l7a-5g1 of the Securities and Exchange Commission SEC we have

made 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-5g in making the periodic computations

of aggregate indebtedness and net capital under Rule 7a3a1 and for determining compliance with

the exemptive provisions of Rule 15c3-3 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

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation 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 SECs above-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 managements authorization and recorded properly to permit the preparation of the

114 West 47th Street 19th Floor

New York NY 10036

Telephone 212.785.9700

www.kbl.com
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CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

Independent Auditors Report on Internal

Control Required by SEC Rule 17a-5

for Broker-Dealer Claiming an Exemption from SEC Rule 15c3-3 Continued

financial statements in accordance with generally accepted accounting principles Rule 17a-5g 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

deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of business performing their assigned functions to prevent or detect and

correct misstatements on timely basis significant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough to merit

attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of the 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 above

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 material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures were

adequate as of December 31 2013 to meet the SECs objectives

This report is intended solely for the information and use of the members the Board of Directors

management the SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on

Rule 17a-5g 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

R4 4f
KBL LLP

New York NY
April 12014

114 West 47th Street 19th Floor

New York NY 10036

Telephone 212.785.9700

www.khl.com
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