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~ INDEPENDENT AUDITOR’S REPORT




OATH OR.AFFIRMATION
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I, MICHAEL BUTLER o , - - , swear (or afﬁrm) that, to the best of

my knowledge ‘and belief the accompanymg financial statement and supportmg schedules pertammg to the firm of ,
CASCADIA lCAPI‘I‘AL LLC » o : : : ~,.as
of DECEMBER 31 ,w : o K , 20 0'5 ., are true and correct I further swear (or affrm) that

neither the company nor any partner proprletor pnncrpal officer or director has any. proprletary interest m any account

classrﬁed so]el)‘l as that ofa customer except as follows

\ t
| -
T

1 - Signature
o

P A ‘ T Title

i
r
|
d

Notary Publrc ' l

This report ** contams (check aIl applrcable boxes)

@ (a) Facing Page I .

H ) Statement of Financial Condmon

@ (c) Statement of Incorhe (Loss). |

X (d) Statement of Changes in Financial Condrtron

@ (e) Statement of Changes in Stockholders Equity.or Partners or Sole Proprletors Caprtal
0o Stateme}.nt of Changes in Liabilities Subordmated to Clarms of Credltors : ) ,
B @ Computation of Net Capital. . | A o T
O ) Computatron for Determmatlon of Reserve Requrrements Pursuant to Rule 15¢3-3.

O o Informz‘itlon Relatmg to the Possessron or Control Requirements Under Rule 15¢3-3.

X
O
=
O
g

() A Recohcrhatlon mcludmg appropriate explanatlon of the Computation of Net Capital Under Rule 15¢3-1 and the

Computatron for Determination of the Reserve Requirements. Under Exhibit A of Rule 15¢3-3.

ky A Recohcxllatlon between the audlted and unaudited Statements of Fmancral Condition wrth respect to methods of
consolidation. l . 1

() An Oath or Affirmation. !

(m) A copy ‘of the SIPC Supplemental Report

(n) A report descrlbmg‘ any materlal madequacxes found to exist or found to have exrsted since the date ofthe prevrous audlt. ,

‘ **For condztzonjs ofconfdentzal treatment of certain portlons ofthzsflzng see section 240 17a- 5(e)(3)
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CERTIFIED PUBLIC ACCOUNTANTS -

|

To the Member |
Cascadia Capital, LLC |

‘ Independent Auditor’s Report _'
" ‘ ’

We have audlted the accompanymg statements ‘of ﬁnanc1al condltlon of Cascadla Cap1ta1

LLC(a wholly owned subsidiary of Cascadia Capital Holdings, LLC) as of December 31,

2005 and 2004 and'the related statements of earnings, changes in member’s equity and cash '

. flows for the years then ended that you are filing pursuant to rulé 17a-5 under the Securities

and’ Exchange Act of 1934. These financial statements are the responsrbrhty of the
Company s management Our respon51b111ty is to express an opinion on these ﬁnanc1a1

statements based on our audits. "

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. ‘Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material -

, mrsstatement An audit mcludes examining, on a test basis, evidence supporting the amounts

and dlsclosures in the financial statements. An audit-also includes assessing the accounting

" principles used. and significant estimates made by management as well as evaluating the

overall ﬁnanmal >tatement presentatlon We believe that our audlts prov1de a reasonable
ba51$ for opr opmlon : :

N

~ Inour opmlon the financial statements refeired to above present fairly, in all material

respects, the ﬁnanc1al position of Cascadia Capital, LLC as of December 31, 2005 and 2004,
and the results of i 1ts operations and its cash flows for the year then ended, in conformity w1th

accountlng pr1nc1ples generally accepted in the Umted States of America.

Our audit was conducted for the purpose of formmg an opinion on the basic ﬁnanc1al

statementsitaken as a whole. The information contained in Schedules I and II is présented for
purposes of additi onal analysis and is not a required part of the basic financial statements, but
is supplementary information requrred by rule 17a-5 of the Securities and Exchange Act of
1934. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in our opinion, is fairly stated, in all material respects, in

relatlon to the basic ﬁnanc1a1 statements taken as-a whole.
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SRR \CASCADIA CAPITAL, LLC

(A Wholly Owned Subsidiary of Cascadia Capital Holdmgs, LLC) ‘
} STATEMENTS OF FINANCIAL CONDITION '

’ 'AS OF DECEMBER 31, 2005 AND 2004.
ASSETS 45 A‘ | 2065 | | | 2004
>Cashl‘ i ﬂ BRI o ($61,136 - $9,738
Total";iséets | o T seLse 9738
o | ’
L-IlABIL‘IT'IES' ’ | | | | | |
Accouﬁ‘ts payablg': S | e S $687
»Acc‘ou‘nts payabl% ‘tq_kParent o | : | %195 - | '1,95
| Tofalgliabilitjiesi' . S . B 19 5 T A
'MEMBFR'S EQUITY - o o 60,941 . '8,855
Total 11ab111t1es}and.member’s equlty’ - . $61,1‘36l‘ o $9,‘738
: ‘ ; - | . | ‘

»
o
|

|
!
|
7 |
Co
f,
B
[
:
t
S
|
|
} . R . . .
The accompanying notes are an integral part of these financial statements.
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| Total révé

EXPENSES

'REVENUES‘ e

b

‘Success fee? |
Consulting and other income

. S
nues

|
'

Total expénses ;

* Net earnin

gs

CASCADIA CAPITAL LLC
(A Who Ily‘Owned Sub51dlary of Cascadia Capltal Holdings, LLC)

STATEMENT OF EARNINGS

Expense allocation frbm Parent
Professwnal fees | '
Regulatory fees |

!

|FOR I‘HE YEARS ENDED DECEMBER 31 2005 AND 2004

- 2005

2004
37,860,556 $8.004.645
1,887,902 1,443,710
0748458 10,438,355
8,269,951 6.934,709
202 o
11,667
L 8.269.951 6,946,406 -
$1.478,507 $3,491,949

: The dccompanying notes are an integral part of these financial statements.
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Net earnings

|
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|
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i |
|

\ |
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Balancé - Jamhary 1, _2094
' )

Transfers of recervables to Parent net
N |
Net earnings t ‘
o , ~ - S
Balance - ‘DecFmber 31 ,[ 2004
Capital contributed -
' | i
[ o |

i
| j
3

|

Balance - December 31, 2005

‘r

!
g
|

r CASCADIA CAPITAL LLC
(A Wholly Owned Subsidiary of Cascadla Capital Holdmgs, LLC)
STATEMENT OF CHANGES IN MEMBER’S EQUITY"

AS OF DECEMBER 31, 2005 AND 2004

Receivable

Accrlmulated

Transfers of receivables to Parent, net
. ' [ R

" Capital c ‘
contributed Ifrom Parent Earnings . Total
$1‘1?.811’ f($2,‘565‘,136) $2,561,578 © $8,253
(3.491,346) (3.491.346)
3,491,049 . 3,491,049 |
11,811 (6,056,482) 6,053,527 8;856
| 51,000 | 51,000
| (1,477,422) (1,477,422) |
L , 1,478,507 \1,478,507
$62,81'1]‘ ,T($7,533,904) $7,532,o34' o $60,941

The act:ompanying,:notes are an integral part of these financial statements.
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} CASCADIA CAPITAL LLC
(A Wholly Owned Subsidiary of Cascadla Capltal Holdmgs, LLC)
{ STATEMENT OF CASH FLOWS
I« OR THE YEARS ENDED DECEMBER 31, 2005 AND 2004
S -

2004

i‘ S 2004

‘Ca‘lsh ﬂow‘s from operatmg act1v1tles - S IR o
' hkteanungs’v - o o . $1,478,507 $3,491,949
Ad]ustm‘ents to reconcﬂe net earnings to net cash prov1ded '
by operating a<ct1v1t1es o o , ,
Transfer of recewables to Parent, net o o (1,477,422) (3,491,346)
Changes in oper atmg assets and liabilities: - ,
Accounts payawble R o - (687) 687
Nei cash p:royided by'oper"atingiactivitié\s» S 398. 1,290
Cash ﬂow‘s from ﬁrlancmg act1v1t1es ‘ : o :
Capltal contrlbutlon v S o S 51,000
Net/cash p:rO\%ided by financing activities - L 51,000
Net increase in cas'H ‘ ! : , S A o 51,398 1,290
3 i ] ' S
Cash at be girming df year : SR 9,738 8,448
$9,738.

T‘Cashatendofyeart Lo - - 861,136

t

N - 5

! The accompanying notes are an integral part of these financial statements.
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’  CASCADIA CAPITAL, LLC _

(A Wholly Owned Subsrdlary of Cascadla Caprtal Holdmgs, LLC)

} NOTES TO FINANCIAL S‘TATEMENT’S‘

i

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POALICIES

Cascadia Capital, LLC (the Company) is a wholly owned subsrdrary of Cascadia Caprtal
Holdings; lLLC (the Parent). The Company was formed on December 1, 2000 (date of
for the pr1nc1pal purpose of acting as a broker- dealer and investment advisor focusing -
nationally on compames in the following emerging growth industries: information technology,
commumcaﬂons healthcare security and defense, and consumer and industrial. The Company
isa regrstered broker dealer with the Securities and Exchange Commission (SEC) and is a

_member of the Natronal Assocratron of Securrtres Dealers Inc (NASD).

’ l

A summary of the srgmﬁcant accountlng policies consrstently apphed in the preparatron ofthe =

: accompanymg ﬁnancral statements follows

Basrs of PJr_esentza'tmn

!

The Company ] hnancral statemients have been prepared in conformrty with accounting

prmmples generally accepted in the Umted States of Amerlca (GAAP)

Revenue Recogmtron :

B ‘ o _
Consultiné income represents fees earned from providing advisory services. Consulting income
is recorded in the month earned. Advance payments are deferred until earned. Success fees .
include fees earned from providing introductory and advisory services to companies involved in
ﬁnancmg activities. Success fees are recorded at the time the ﬁnancmg is completed the income
is fixed and determinable and collectrbrhty 1S reasonably assured
b

On occasion, the Company may recéive a portron of i 1ts fees in equity securities of its clients.
~ These non-cash fees received are recorded at estimated fair value, which may include drscounts
. for requrred holdmg per1ods or other factors.

Income T“axes‘ Ty

|
'

~ The Company is classified as a disregarded entity for federal income tax purposes. Therefore,
~ income taxes are the obligation of the member, and are not mcluded in the accompanying
' ﬁnanmal stateme nts. ‘ ' :

l’<

-




: 0 08to 1 as of December 31, 2004

|
|
N
o

NOTE 1— continuied:
. e \
Use of Estimates -

'
]

In preparmg the Company s financial staternents in conformlty with accountlng prlncrples
generally bcceptt :d in the United States of America, management is required to make estimates -
and assun':tptlons 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 durmg the reporting perlod Actual results could differ from those

estimates. |

Slgnrﬁcant estim ates include t1m1ng of recogmtron of consultmg and success fees and valuation -

" of fees recerved in equrty securmes of its chents

NOTE 2 - RELATED PARTY TRANSACTIONS

‘The Company transfers recelvables for consultmg and success fees to 1ts parent. In December ,

2005 and ?004 the: Company transferred its third-party accounts receivables of $476,853 and .

$427,141] respectlvely, at their carrying value to its Parent. The total transferred for the years

- ended December 31 2005 and 2004 was $9 747 373 and $10 426, 658, respectively.

t

~ The Company is charged for the operatlonal expenses, prlmarlly wages and other personnel costs -

and facthty costs, mcurred by i its Parent on behalf of the Company. These amounts totaled
$8,269, 951 and $6, 934 709 during the years ended December 31, 2005 and 2004 respectrvely, of
which $195 is pa yable to the Parent at December 31, 2005 and 2004 ' .

The receivable from the Parent totahng $7,533,904 and $6 056, 482 at December 31 2005 and ’

|

12004, respectively, is comprised of third-party accounts recervable and cash transferred less

|

operatronal expenses incurred by the Parent. - The receivable from the Parent is netted against

member’s equity in the Statement of Changes in Member S Equrty
t

NOTE 3 NET CAPITA]L REQUIREMENT

- The Company is subject to the Securltres and Exchange Commission Uniform Net Capital Rule

(SEC Rule 15¢3-1); which prohrblts the Company from engaging in any security transactions at a
time when its ratio of ‘aggregate indebtedness” to “net capital” exceeds 15 to 1, or the minimum
“net capital” requlrement is not met, as those terms are defined by the rule. In 2004, the
Company|was required to mamtam minimum net capital of $5,000. During 2005, the Company
expanded|its scope | of possible activities and is now required to maintain minimum net capital of
$50,000. ‘As of December 31, 2005 and 2004, the Company had net capital of $60,941 and
$8,856, respectively; which was $10,941 and $3,856, respectlvely, in excess of its required
mlmmum‘ net capital. The Company s ratio of aggregate indebtedness to net capital was 0.00 to -

1 as of December 31, 2005. The Company’s ratio of aggregate mdebtedness to net capital was




b
|
j CASCADIA CAPITAL LLC '
- A VV holly Owned Sub51d1ary of Cascadia Capltal Holdings, LLC)
SCHEDULE I- COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
- 'SECURITIES AND EXCHANGE COMMISSION

i
i
|
\
I

Aggregate Indebtednes's

Total liabilities | B © $195

|

b
|
|

Less: aecourl}ts payable to Parent - : o | - (195)
' : | ’ . '
Aggregate ‘indebtedrtess L S , » $0
- Net Caprtal } S ‘i -
 Member's eql‘nty X - 60,941
'Adjustments ‘to net capltal pursuant to Rule 1503 1
Net capitalj‘ i - $60,941
o | :
' ‘Computatlon of Basic Net Caprtal Requ1rement o }
Minimum net capital requlred Vo T ‘ $50,000
Excess net ca‘pltal ‘ . R S : - $10,941
- Excess net cap1ta1 at 1 000 percent : . : o
(net: caprtal less lCt%wof aggregate indebtedness) - = = - : . $60,941
- Ratio of aggr =gate 1ndebtedne<s to net capltal I - 0.00t0 1 -

!

Note: The computatior}l of net capital under SEC Rule 15¢3-1 as of December 31, 2005 and 2004
computed by Cascadia/Capital, LLC in its unaudited Form X-17a-5a, Part ITA, as filed with the
National Association of Securities Dealers Inc. on February 28, 2006 for the year ended '
December 3 1‘ 2005 and February 28, 2005 for the year ended December 31,2004 does not

differ materlally from, the above computatron which 1s based on 1nformat10n derived from its

. audited ﬁnanr'lal statements. :
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SMI’H BUNDAY BERMAN BR].‘ITON P.S.

‘ January 21 2006

* on the mternal co ntrol

!
l N . CERTIFIED PUBLIC ACCOUNTANTS

S
|
'lr

.
. . |
- To the Member | .

Cascadia Cap1tal LLC

J.

B Report of Independent Certlfied Publlc Accountants on Internal Control
I S Requnred by SEC Rule 17a-5
gl i : P
In plannm‘g and performmg our audlt of the ﬁnanc1al statements and supplemental schedules

of Cascadra Caprtal LLC (a wholly owned subsidiary of Cascadia Capital Holdings, LLC)

for the year ended December 31, 2005, we considered its internal control, including control

activities for safeguardmg secur1t1es in order to determine our auditing procedures for the -
purpose of expressing our opinion on the financial statements and not to prov1de assurance

t

“Also, as requlred by Rule l7a-5(g)(l) of the Securltles and Exchange Commrssron (SEC) we

have made a study of the pract1ces and procedures followed by the Company including tests -
of comphance with such practices and procedures that we considered relevant to the

objectwes]stated in- l(ule 17a-5(g)(1) in making the periodic computations of aggregate -

- indebtedness (or aggregate debrts) and net capital under Rule 17a-3(a)(11), and for
' determmmg comphance with the exemptive provisions of Rule 15¢3-3. Because the
- Company does not carry securmes accounts for custorers or perform custod1a1 functions
- relating to customer securities, we did not review the pract1ces and procedures followed by
, the Company in any of the followmg :

1. Makmg the quarterly securmes exam1nat10ns counts ver1ﬁcat10ns and compansons
R R R
2. Relcordatlon of d1fferences requrred by Rule l7a—13
3. 'Co‘mplym g W1th the requirements for prompt payment for secuntles under Sect1on 8.
" of l: ederal Reserve Regulat1on T of the Board of’ Governors of the F ederal Reserve
: lSystem DR | : ’

I
ok
[N

The. manaéement of the Company is respon51ble for estabhshmg and ma1nta1n1ng internal

control and the practices and procedures referred to in the preceding paragraph. In fulfilling

" this. respon51b111ty 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 v_ |

in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC S above-mentioned" -objectives.- Two of the Ob_]CCthCS of R
mternal control and the practlces and procedures are to provide management with reasonable

|
l

|

| R

‘\ 11808 Northup Way, Suite 240 o Bellevue, Washmgton 98005- 1922 ,
' ‘Phone (425) 827-8255 ¢ Fax (425) 827-0641 = www. sbbb com . -
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_ l | | |
but not absolute dssurance that assets for whrch the Company has responsrbrhty are
safeguarded agamst loss from unauthorized use or disposition, and that transactions are
executed i m accordance with management’s authorization and recorded properly to permit the -
preparatlop of ﬁnanc1al statements in conformity with accounting principles generally
accepted in the Lmted States. Rule 17a-5(g) lists additional obJectlves of the practices and
procedures listed in, the precedrng paragraph.
| S
Because o‘f 1nherent limitations in: internal control or the practrces and procedures referred to
above, error or fraud may occur and not be detected. Also, projections of any evaluation of

them to fu‘ture penods are subject to the risk that they may become inadequate because of
changes in condltlons or that the effectrveness of their design and operatron may deterrorate

( N ‘\ . ‘
Our cons1derat10 n of 1ntema1 control would not necessarrly disclose all matters in internal
control that might be material weaknesses under standards established by the American

Institute o‘f Certif 1ed Public Accountants. A material weakness is a condition in which the

~ design or operation; of the speelﬁc internal control components does not reduce to a relatively

low level: the risk that error or fraud, in 'amounts to would be material in relation to the

financial statements being audited, may occur and not be detected within a timely period- by
employees in the normal course,of performing their assigned functions. However, we noted

" no matters involving internal control we consider to be materlal weaknesses as defined

|

{E i . |
We under‘stand that. practlces and procedures that accomphsh the obJ ectrves 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,

above

i

we beheve}: that the Company S practrces and procedures were adequate at December 31,
2005, to meet the SEC ] objectlves -

~ This report is inte nded solely for the information and use of the member, management, the

SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities and

- 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 partles
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