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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 
Opinion on the Financial Statement 

 
We have audited the accompanying statement of financial condition of First Tryon Securities, LLC (the “Company”) as 
of December 31, 2022, and the related notes to the financial statement (collectively referred to as the “financial 
statement”). In our opinion, the financial statement presents fairly, in all material respects, the financial position of the 
Company as of December 31, 2022, in conformity with accounting principles generally accepted in the United States of 
America. 

 
Basis for Opinion 

 
The financial statement is the responsibility of the Company’s management. Our responsibility is to express an opinion 
on this financial statement based on our audit. We are a public accounting firm registered with the Public Company 
Accounting Oversight Board (United States) (“PCAOB”) and are required to be independent with respect to the 
Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities 
and Exchange Commission and the PCAOB. 

 
We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statement is free of material 
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of material 
misstatement of the financial statement, whether due to error or fraud, and performing procedures that respond to those 
risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the 
financial statement. Our audit also included evaluating the accounting principles used and significant estimates made 
by management, as well as evaluating the overall presentation of the financial statement. We believe that our audit 
provides a reasonable basis for our opinion. 

 
 

We have served as the Company’s auditors since 2020. 

 
Certified Public Accountants 
February 27, 2023 
Greenville, SC 

 
 
 
 
 
 
 
 
 
 
 
 

GreerWalker LLP | GreerWalker Corporate Finance LLC I greerwalker.com 
Charlotte Office The Carillon | 227 West Trade St., Suite 1100 | Charlotte, NC 28202 | USA | Tel 704.377.0239 
Greenville Office Wells Fargo Center | 15 South Main St., Suite 800 | Greenville, SC 29601 | USA | Tel 864.752.0080 
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Assets 
 

Cash and cash equivalents $ 414,492 
Cash deposited with clearing broker 275,441 
Marketable securities owned, at market value 32,821,768 
Interest receivable 112,891 
Operating lease right-of-use asset, net 791,619 
Property and equipment, net 136,372 
Other assets  467,273 

Total assets  $ 35,019,856 
 

Liabilities and Members’ Equity 
 

Liabilities  

Securities sold not yet purchased, at market value $ 17,824,438 
Margin account borrowings 2,671,983 
Accrued compensation 1,897,929 
Operating lease liability 882,244 
Other accrued expenses and liabilities  392,432 

Total liabilities   23,669,026 
 
Members’ equity 
Capital 

 
 

7,929,447 
Distributable earnings   3,421,383 

Total members’ equity  11,350,830 
Total liabilities and members’ equity $ 35,019,856 
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Note 1 - Nature of operations 
 

First Tryon Securities, LLC (the “Company”) is a broker-dealer registered with the Securities and Exchange 
Commission (“SEC”) and is a member of the Financial Industry Regulatory Authority (“FINRA”). The Company’s 
purposes of operation are to i) engage as a broker-dealer on a fully disclosed basis in the purchase and sale of fixed 
income securities primarily with other brokers, dealers and financial institutions, and ii) provide advisory services to 
cities, counties, school districts, utility systems, colleges/universities, hospitals and other not-for-profit entities. The 
advisory services are offered primarily in connection with debt issuances and long-range capital planning. The 
Company was approved by the National Association of Securities Dealers to initiate trading operations on October 
21, 1996. 

 
The Company is a North Carolina limited liability company, organized on September 1, 1996 and currently operating 
under the Operating Agreement of First Tryon Securities, LLC effective May 3, 2011 (“Operating Agreement”). The 
Company shall continue in existence until it is terminated in accordance with the provisions of the Operating 
Agreement. 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 Company’s option to purchase the same ownership interests. Ownership interests are 
transferable in accordance with the terms of the Operating Agreement. 

 
Note 2 - Summary of significant accounting policies 

 
Basis of accounting 

 
The accompanying financial statements have been prepared on the accrual basis of accounting in accordance with 
accounting principles generally accepted in the United States (“GAAP”) as determined by the Financial Accounting 
Standards Board (“FASB”) Accounting Standards Codification (“ASC”). 

 
Cash equivalents 

 
For purposes of the statement of cash flows, the Company considers all highly liquid debt instruments purchased 
with a maturity of three months or less to be cash equivalents. 

 
Marketable securities owned 

 
Marketable securities consist of fixed income securities and are valued at quoted market values. If a 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. All marketable 
securities owned by the Company are considered trading 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 and equipment, software, and leasehold improvements are carried at cost. Depreciation is charged to 
operations over the estimated useful lives of the assets using principally the declining balance method for furniture 
and equipment and the straight-line method for software and 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 and equipment are eliminated from the accounts upon 
disposal, and any resulting gain or loss is included in the determination of net income. 
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Note 2 - Summary of significant accounting policies (continued) 
 

Revenue Recognition 
 

Net trading revenue: The Company’s trading revenue is comprised of gains and losses resulting from the sale of 
investment securities. These gains and losses are recorded on a trade date basis. Accordingly, all related 
performance obligations related to the sale transaction are considered completed at settlement date. In addition 
to the revenue generated at the transaction level, net trading revenue also includes the write up or write down of 
the market value of the securities in inventory at the financial statement date. 

 
Financial advisory revenue: The Company’s financial advisory income is comprised of fees earned from advisory 
services provided to cities, counties, school districts, utility systems, colleges/universities, hospitals and other not- 
for-profit entities. The advisory services are offered primarily in connection with debt issuances and long-range 
capital planning. The Company recognizes advisory fees as earned in accordance with the terms of the individual 
engagements. The Company believes the performance obligation for providing advisory services is satisfied over 
time because the customer is receiving and consuming the benefits as they are provided by the Company. 

 
Service agreement revenue: On November 1, 2021, the Company entered into a service agreement with another 
entity. The services outlined in the agreement include accounting, compliance, and administrative support. As a 
result of this agreement, the Company has recorded other income totaling $156,000 for year-ended December 31, 
2022. The Company believes the performance obligation for providing these services is satisfied over time 
because the other entity is receiving and consuming the benefits as they are provided by the Company. 

 
The following table disaggregates the Company's fee income based on the timing of revenue recognition for the 
year ended December 31, 2022: 

 
Revenue earned at a point in time $ 5,223,720 
Revenue earned over time  7,430,850 
Total revenues $12,654,570 

 
In some circumstances, significant judgment is needed to determine the timing and measure of progress 
appropriate for revenue recognition under a specific contract. Retainers and other fees received from customers 
prior to recognizing revenue are reflected as contract liabilities. As of December 31, 2022 and January 1, 2022, the 
Company recorded contract liabilities of $1,300 and $5,980, respectively. Contract assets are recognized as 
receivables from customers on the accompanying statement of financial condition. As of December 31, 2022 and 
January 1, 2022, the Company recorded accounts receivable of $185,258 and $253,249, respectively. The contract 
liabilities and accounts receivable are included in other liabilities and other assets on the accompanying statement 
of financial condition. 

 
Use of estimates in the preparation of financial statements 

 
The preparation of financial statements in conformity with GAAP requires management to make estimates and 
assumptions. These estimates and assumptions 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 
Company’s financial statements. 
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Note 2 - Summary of significant accounting policies (continued) 
 
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. 

 
Recently issued accounting pronouncements 

 
Accounting standards that have been issued or proposed by the FASB or other standards-setting bodies are not 
expected to have a material impact on the Company’s financial position, results of operations or cash flows. 

 
Note 3 – Clearing broker and related payable 

 
The Company had a clearing agreement with Pershing, LLC (“Pershing”) to clear all trade transactions. This 
agreement ended October 31, 2022 when the Company entered into a new clearing agreement with Hilltop 
Securities Inc. (“Hilltop”). The Company is required to maintain a cash deposit of $175,000 as of December 31, 2022 
with Hilltop in accordance with the terms of the clearing agreement. The cash deposit required by Pershing of 
$100,000 is still outstanding as of December 31, 2022. 

 
The accounts maintained with Hilltop 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 Hilltop. The accounts are also used by the Company to transfer funds to bank 
accounts for the administrative operations of the Company. 

 
The Company has a margin account with its clearing broker and has a net payable of $2,671,983 in this account as 
of December 31, 2022. Securities owned by the Company are pledged as collateral for any outstanding payables, 
which accrue interest at a variable rate determined as described in the clearing agreement. Interest expense on the 
margin accounts for the year ended December 31, 2022 was $646,335. The amount of margin available to the 
Company is based on the requirements of Hilltop. If the fair value of margin securities decreases to the extent the 
amount of margin available is less than the amount of margin securities available, a margin call would occur. As a 
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, 2022 was $5,526,651. 

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

 
The Company applies “Fair Value Measurements,” which defines fair value, establishes a 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 a 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 a 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 Company 
requires fair value measurements be separately disclosed by level within the fair value hierarchy. For assets and 
liabilities recorded at fair value, it is the Company’s policy to maximize the use of observable inputs and minimize  
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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. All marketable securities owned 
by the Company are considered trading securities. Trading securities are recorded at fair value on a 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 1 - Valuations for assets and liabilities traded in active exchange markets, such as the New York Stock 

Exchange. Level 1 securities include state and municipal obligations, corporate bonds, debentures, 
notes and foreign bonds as outlined below. The Company had no Level 1 assets or liabilities as of 
December 31, 2022. 

 
Level 2 - Valuations are obtained from readily available pricing sources via independent providers for 

market transactions involving similar assets or liabilities. The Company’s principal market for these 
securities is the secondary institutional markets and valuations are based on observable market 
data in those markets. Level 2 securities include state and municipal obligations, corporate bonds, 
debentures, notes and foreign bonds as outlined below. 

 
Level 3 - 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 3 valuations incorporate certain 
assumptions and projections in determining the fair value assigned to such assets or liabilities. The 
Company had no Level 3 assets or liabilities as of December 31, 2022. 

 
Marketable securities owned and securities sold, not yet purchased, as of December 31, 2022 consist of the 

following: 
 

Marketable securities owned at market value: 
Fair Value Measurements at Reporting Date 

Description 
   

Level 1 
  

Level 2 
Corporate bonds, debentures and notes $ 15,511,309 $ - $ 15,511,309 
Asset-backed securities  106,494  -  106,494 
US Govt Agency securities  10,579,964  -  10,579,964 

Municipal bonds  5,759,320  -  5,759,320 

Foreign bonds   864,681   -  864,681 
 $  32,821,768 $  - $  32,821,768 
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Securities sold, not yet purchased, at market value: 
Fair Value Measurements at Reporting Date 

Description 
   

Level 1 
  

Level 2 

Corporate bonds, debentures and notes $ 168,532 $ - $ 168,532 
US Govt Agency securities  10,413  -  10,413 
US Treasury securities   17,645,493   -   17,645,493 
 $  17,824,438 $  - $  17,824,438 

 
 

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, a risk exists due to the nature of 
fluctuating market prices for the securities. These amounts are recorded as a liability on the statement of financial 
condition. 

 
Note 5 – Property and equipment 

 
Property and equipment as of December 31, 2022 is summarized as follows: 

 
 
 

Furniture and equipment $ 596,293 
Leasehold Improvements     57,267  
  653,560 
Less: accumulated depreciation     517,188  

 $             136,372  
 

Depreciation expense for the year ended December 31, 2022 was $70,192. 
 

Note 6 - Capital requirements 
 

The Company is subject to the SEC’s Uniform Net Capital Rule 15c3-1, which requires the maintenance of minimum 
net capital of $100,000 and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall 
not exceed 15 to 1. As of December 31, 2022, the Company had net capital of $6,486,408, which was $6,149,543 
in excess of required minimum net capital of $336,865. The Company’s net capital ratio was 0.78 to 1. 

 
Note 7 - Part I, 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 SEC. 
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Note 8 – 401(k) Profit sharing plan 
 

Effective June 15, 2000, the Company adopted a 401(k) profit sharing plan available to all employees. For 2022, 
participants were allowed to contribute up to $20,500 plus an additional $6,500 in catch-up contributions if age 50 
or older. The Company guarantees a 3 percent safe harbor contribution and may also make a discretionary 
contribution. The Company recognized net expense of $120,804 related to the 401(k) profit sharing plan for the year 
ended December 31, 2022. 

 
Note 9 - Operating lease 

 
On January 11, 2021, the Company entered into an agreement to lease 6,948 square feet of office space in Charlotte, 
North Carolina. The lease commenced on August 1, 2021. The lease will expire 65 months following the 
commencement date. The annual base rent under the lease is $225,810 for the first lease year and is subject to 
annual increases of 2%. The Company has recorded the operating lease liability amount based on the present value 
of the lease payments, discounted using the current commercial lending rate. The discount rate associated with the 
operating lease as of December 31, 2022 is 4%. 

 
Rent expense associated with the Company’s lease for the year ended December 31, 2022 was $232,647. Future 
lease obligations under the new lease are shown in the table below: 

 
 

Year ending December 31  

2023 232,237 
2024 236,880 
2025 241,634 
2026 246,457 

Less: Present Value Discount ( 74,964) 
Lease Liability $ 882,244 

 
 

Note 10 - 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 a counterparty before making 
a 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 financial institutions and with Hilltop. 
The balance at the financial institution is insured by the Federal Deposit Insurance Corporation (“FDIC”) up to 
$250,000. From time-to-time, the Company may have balances in excess of the FDIC insured limit. The balance with 
Hilltop and Pershing ($175,000 and $100,000, respectively) is not insured. 

\ 
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Note 11 – Legal Contingencies 
 

The Company is not currently a defendant in litigation incidental to its securities business. The Company accounts 
for litigation losses in accordance with FASB ASC Topic 450, “Contingencies” (“ASC 450”). Under ASC 450, loss 
contingency provisions are recorded for probable losses at management’s best estimate of a loss, or when a best 
estimate cannot be made, a minimum loss contingency amount is recorded. These estimates are often initially 
developed substantially earlier than the ultimate loss is known, and the estimates are refined each accounting period 
as additional information becomes available. Accordingly, the initial amount estimated and recorded could be as low 
as zero. As information becomes known, the initial estimate may be increased, resulting in additional loss provisions. 
Also, a best estimate amount is changed to a lower amount when events result in an expectation of a more favorable 
outcome than previously estimated. 

 
Note 12 - Subsequent events 

 
On January 1, 2023 the Company entered into an agreement to move the existing municipal advisory business of 
First Tryon to a separate legal entity, First Tryon Advisors LLC. Assets to be moved include accounts receivables and 
equipment offset by accrued liabilities. 


