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i . -. e :, (A Wholly Owned Subsrdlary of Cascadla Capltal Holdmgs, LLC)

s ﬁxed and determmable and collecthIhty s reasonably assured

T CASCADIA CAPITAL, LLC ENN o

SR i NOTES TO FINANCIAL STATEMENTS L

NOTE 1~ SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES E : :—1,. S

Cascadra CapItal LLC; (the Company) is. a wholly owned subsrdlary of Cascadla Capltal

'Holdmgs LLC, (the Parent) The ‘Company was formed on' December 1, 2000 (date of
' ':»,Inceptlon) for the prmcrpal purpose of acting as a broker dealer and Investment advisor focusmg
. natronally on companies: in‘the followmg emerging growth mdustnes mformatlon technology,
'c0mmumcatlons healthcare; security and defense, and consumer and industrial. ‘The' Company
is a registered broker-dealér with the- Sécurities and Exchange Comm1ss10n (SEC) andisa -, .
_member of the Natrona] Assoc1at10n of Secuntles Dealers Inc. (NASD) e a

v

\ i . -

) A Summary of the si gmﬁcant accountmg pollcles consrstently applled In the preparatlon of the -
- ..accompanymg fmanCIal statements follows T A T o

PR

L -
- . T e T e . s D .
b n ’ '. - ' ’ .o T

BaSIsofPresentatmn ) F P A PR SO

R . o . . ~ [
- . - . L. . LR LA ..
. ‘."' s A . P , . . a.
N

The Company S ﬁnancral statements have been prepared in conformlty w1th accountmg ey ,'f:i |
prmmples generally accepted in the Umted States of Arnenea (GAAP) v

- T . .
vl ..‘. ‘ g : . [ PR .
- Ao o - gt B - J -

Revenue Recogmtlom N TR T et e

‘e N . L. J R Dot P .

i . } L, . N ’ i .- f vy )
. v . A e i . e v . e - e L e
. - . »,_,, . L .o ' N "'
T . P, A - v ) g ..:‘r‘ At -~

Consultrng Income represents feeS eamed from prov1dmg advrsory ser\nces Consultmg Incomc
.is'recorded in'the month eamed. Advance. payments are deferred untIl earned Success fees:

fmancmg actIvrtIes ‘Success fees are recorded at the time the ﬁnanemg 1s completed the Incorne

.
v 'I_
.
e . o .
o 1.

On oceasmn the Company may recerve a portlon of Its fees in. equlty securItIeS of its, cllents
- These non-cash fees recelved are.recorded at estrmated faIr value whrch may Include dIscounts

C - R ,,-w .h-. . s

_- include fees earned from prov1d1ng mtroductory "and advrsory services to companies Involved m' a

for requIrecI holdmg penods or: other factors S S T o
_ 'Inco'me Tax_es' T Sy ‘_ SOl il
The Company is classrﬁed as’ a dlsregarded entlty for federal income tax purposes Therefore ,
income faxes ‘afe the obllgatlon«of the member and are not mcluded in the accompanymg STE
R . v et N R S
fmanCIal Statements BRI LT A SECHERE B o
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e Use:()'f Estima'tes'-—

B - and assumptrons that. affect the reported amounts of assets and habrhtles and disclosure of - B
. contrngent assets and habrlrtres at the date of the ﬁnanc1al statements, and the reported amounts L

b e

“NOTE 1 -contimued:. »" . %" " o e AT R T T e e

Lo - - . T Lo
SR . oo e , B ,—'.,‘.

A

~In’ preparmg the Company s ﬁnanmal statements in conforrmty wrth accountmg prmcrples
"generally accepted in the Umted States of Amerrca management 18 requrred to make estlmates

- of revenuessand expenses durmg the reportmg penod Actual results could differ from those o o
...estlmates ’.:\;‘“‘A s “;. A ) . -_ D . . . .‘. R :

P N B - - i ¥ i EETE T o
¢ . . _, “r".‘ ".'_ _."'.,*I v L .-

1

T-_Srgmﬁcant estrmates 1nclude trmmg of recogmtron of consultmg and success: fees and valuatron
,_of fees recerved in equlty securltles of 1ts chents " o :

r

“'NOTE‘Z RELATEDPARTYTRANSACTIONS

c The COmpany transfers recervables for consultlng'and success fees o 1ts parent In December '3‘ f U
2006 and 2005, the Company transferred its thlrd-party accounts receivables of $1,169, 331 and
o $476 853, respectrvely, ‘at their carrymg value to its ‘Parent.- The total transferred for: the years

L ended December 31 2006 and 2005 was $9 586 514 and $9 747 373, respectwely B

The Company is charged for the. operatronal expenses pnmanly wages and other personnel costs

and facility costs, 1ncurred by its Parent on behalf of the Company “These amounts totaled . -
- $5,097,321 and $8.269,951. during the years ended December 31, 2006 and 2005, respectrvely, of o
: whrch $19S is payable to the Parent at December 31 2006 and 2005 o ‘ A A

. P
3 ' . . .

J The recervable from the Parent totahng $1 1 622 597 and $7 533 904 at December 31 2006 and ‘

. _'2005 respectrvely, 1s. comprrsed of thrrd-party accounts recelvable and' cash transferred less T T
' operatlonal expenses mcurred by the Parent: The recervable from the Parent is netted agamst I
member s equrty 1n the Statement of: Changes in Member s Equrty PRI L T T

R - R, A
"-.,..""-". '.‘.. }—. .'A‘.'-‘

.“"Norns NETCAPITALREQUIREMENT ' .' R T A R R

The Company is subject to-the; Secuntres and Exchange Commrssron Umform Net Caprtal Rule
'(SEC Rule 15¢3-1),-which prohrbtts the Company from engagmg in any securrty transactrons at a-
time when its ratro of aggregate 1ndebtedness to® net caplta]” exceeds 15 to 1, or the'n mrmmum
" “net caprtal” requirément is hot.met, -as those terms are défined by the rule. In 2004 the, v "
+ Company, was required to maintain minimum net- caprtal 0f $5,000." Dunng 2005 the Company L
expanded 'its scope of- possible; actlvrtres and is now required to mamtam minimum net’ caprtal of -~
- $50, 000 As’ ofDecember 31, 2006 and 2005, the Coinpany had:net capltal of $61,694"and:. '
" $60,941 respectrvely, which was $11,694 and $10,941, respectlvely, in excess of its requrred
-"'.Imlmmum net caprtal The Company S ratro of aggregate 1ndebtedness to net caprtal was O 00 to w ot
Las. of, December 315 2006 and 2005... e s e T e e T

et : -
- . E I ] '
v ¢ . LI - > -
r . AT 3 . . .
N . - - . LA
t - - N
-
" "t O L& - .
< a - R T, - ' of
S ¥, Ll - : o - - f
. v . -~ .
L . . - - [ 3 .
KR S ' [ :
- P 1 N .
. ' - e .. 4y .
- .
. . R < o _
1 - L)
- '
.
Lo - o *
- - - > . .
‘ : v




-

g
.

-

- -7 -~ -

i

-

v - . - "L
" - ) -
‘ K

e - . e B PR . L
EN . . . . .

~

By

.

1

[

'

~

.

AR E ' IR PR
. * e

Note The computatlon of net capltal under SEC Rule 1503 1. as of December 31 2006 and 2005
computed by Cascadia Capttal LLC in its'unaudited-Form X- 17a—5a Part. HA as filed with-the -

Natlonal A550c1atlon of SCOUIIUCS Dealers Inc on February 28, 2007 for the year ended N
December 31 2006 and' February 28 2006 for- the year ended December 31 2005 does not’ Y
dlffer matenally from ‘the. above computatlon Wthh is, based on mformatlon derlved from 1ts

audlted ﬁnanmal statements
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T T N T CRSCADIA CAPITAL, LG © Y e L
LR (A Wholly Owned Subsndlary of Cascadla Capltal Holdmgs, LLC) )
'SCHEDULE 1- COMPUTATION OF NET CAPITAL UN])ER RULE 15c3 l OF THE
o _'_: B 4‘- AU SECURIT[ES AND EXCHANGE COMI\/IISSION el :, L
; 5 Ry " ;" i ,. n = ' : .l‘ .o "‘.: N . B . ..'_ - "
Aggregate Indebtedness. I I R . ] L . s "‘ ' ‘ g
Total llabahtles O S o ' Ex e 3195
Less accounts payable o Parent 2 o - o _ 'f* (195)
B :. 'Aggregate indebt‘ed_‘ness E e e - . ,:"'$0 Ty
Net Capltal . " : ';-'_J " o _ v
- Member's equxty : ; St RESIIRIRAC
Adjustments to net capttal pursuant to Rule 1503 1 S - R
= .'-Net-caPitali. e A e e $61,604 .
Computatlon of Basnc Net Capltal Requrrement , % 1 ; RN SRR , ” T
* Minimum’ net capltal requ1red o P e ; 0 $50,000 - ¢ ‘
-'.'Excess net capltal A e S ST 811,694 h
‘ . Excess net capltal at 1; 000 percent e ’ o 2 ERERE T
(net cap1ta1 1ess ]0% of aggregate mdebtedness) R R - $613694 - s
* Ratio ’ofaggregate'indebte'dn'es's'toi net'c_agita_l-- ‘ S St 000601 . ‘
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. .- of Cascadta Capttal ‘LLC (a wholly owned subsrdrary of Cascadra Capltal Holdings; LLC)
.. “for'the 'year ended December 31 2006 we con51dered ifs lnternal control, rncludlng control
K actrvrues for safeguardmg secuntles in order'to determrne our audttlng procedures for the -

o purpose of expressing our opmlon on the frnancral statements and not to provrde assurance
. onthe 1ntema.lcontrol A '—f.&:’ P T AU
) ) ‘_ . . P ) . | b T,
o Also ‘as requ1red by Rule 17a-5(g)(1) of the Securrtres and Exchange Commlssron (SEC) we _
L *have made a study of the practtces and procedures followed by the. Company 1nclud1ng tests 5
o Uof comphance with'such practices : and piocedures that” we! con51dered relevant to the - -,L:t- '
- objectlves stated in Rule 17a-5(g)(1) in maktng the penodte computat1ons ‘of' aggregate
- lndebtedness {or aggregate deblts) ‘and net capital. under Rule ‘17a-3(a)(11). Because the
Company does not carry securities accounts for customers, perform custodial functions -
- »  relating'to customer securltles or obtam or mamtam physrcal possessron or control of all |
o fully paid and excess margm secuntles of customers, we.did not review the practlces and

procedures followed by the Company in any ofthe fol]owmg o \“_ _ “
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l Ty Makrng the quarterly secuntres exammanons, ycounts venﬁcatlons and compansons

2 Complymg wrth the requn‘ements for prompt'payment for securltres under Sectron 8
. of F ederal Reserve Regulanon T of ,the Board of Govemors of the Federal Reserve
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_ 3 Obtalnmg and mamtammg physrcal possessmn or control of all fully pald and excess
syl "-'-.1 ‘ margln secuntres of customers as requrred by rule 15c3 3 o
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) he management of the Company 18 responsrble for estabhshrng and»matntalnmg mternal
___control and the practices and procedures referred t0 in the precedlng paragraph -In fulﬁllmg
this responsrblhty, estimates and Judgments by management are" requ1red to! assess the
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SMITH BUNDAY BERMAN BRIITON Ps. T

o Report of Independent Certlfied PubllciAccountants on Internal Control .' ._ . AT
1 SR L Requrred by SEC Rule 17a- 5 L A ST

“In planmng and performmg our audst of the ﬁnancral statements and supplemental schedules o f -

- . . P
N T . . [

' fiexpected bénefits and related costs of. controls and.of the Jpractices and procedures referred to o '
1n the precedmg paragraph and to assess whether those practrces and procedures can be R

: 11808 Northup Way, Surte 240 . Bellevuc Washmgton 98005 1922 ‘
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IR SMITH BUNDAY BERMAN BRI‘I’TON PS ‘ et

. expected to achteve the SEC’s above mentroned objectrves Two of the obJectwes of AT

: mternal control and the practlces and procedures are to_provide management with reasonable e )
but not absolute assyrance: that assets’ for whlch the Company has responstblhty are. ?'; e AE T
: safeguarded agamst loss ffom’ unauthonzed use or disposition, and that transactions- are SRR

PO— !
- .

) ',_ executed in- accordance w1th management s authorization and recorded properly to permrt the-..
preparatlon of ﬁnanc1al statements in conformlty with accountmg prmcrples generally

- accepted in the Unrted States.. Rule17a-5(g) lists addttlonal ObJCCtIVCS of the practlces and PRI
proccdures llsted in the precedmg paragraph TR s ' o SR R

P . -‘l‘_‘_.l,‘, L e . Ca, ot [

N . L— i r e . . P - r - .
e Y . . . . »
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N

Because of mherent llmrtatlons in 1nternal control pr the practrces and procedures referred fo~ , R
. above, error or. fraud- may oceur and not be detected Also, pro_;ectron of any evaluatron of

- them' to future perrods s subject to the risk that they may. become madequate because of ﬁ o .

changes in. condrtrons or that the effectrveness of their desrgn and operatron may deterlorate R T

.

-

Our con51deratron of, 1nterna1 contro] would not necessanly dlsclose all matters in 1ntemal S
: '{- " control that mlght be matenal weaknesses under standards estab]rshed by the Amertcan — h AR
‘Institute of Certlﬁed Publlc Accountants A matenal weakness isa condmon In which the '-._ LT '! R
"+ design’or operation of the specific. 1ntema1 controhcomponents does not reduce toa relatlvely ‘
" Jow level ‘the Tisk that error or fraud,’ m amounts that would be mater1al in relatton to, the ] T -
“financial statements bemg audlted may-occur and not be detécted: W1th1n a tlmely perlod by, : o
- employees in the hormal course of performmg their assrgned functions.” However we noted e

- - oy . . * . . . . . L
— — . . —_—
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. R
- B N Wt Al . - . - L
L . . - ‘.

o eDO, matters mvolvmg 1nternal control we consrder to be mater1a1 weaknesses as deﬁned R
. . ot F'." ‘-v_'.' , 5 . .’_ . PR W . L ;— ! "- . A :
; Y above Tl i L "'" '. L AT I ‘_"_',. el e

T We understand that practrces and procedures that accomphsh the objectlves referred to in the Pl

" second paragraph of this report are considered by the SEC to be -adequate for its purposes in - o T

f".uaccordance with the Securltles Exchange Act of 1934 and rélated regulatlons and that o B
practlces and procedures that do not accompltsh such ob_]ectlves n all material respects L S

" indicate a material madequacy for such purposes. Based on thls understandlng and our study, ;

iy

. - we believe thdtithe Compariy’s praticés and procedures ‘Were adequate at December 31 SRR

' 2006 to meet the SEC SObjCCthCS AR ; R
. ‘.Thts report is mtended solely for the mformatlon aiid use of the member management the S e o
: SEC, and other regulatory agencies | that rely on Rule 17a-5(g) under the Securities. and S :

e
N

_ Exchange Act of 1934 in thelr regulanon ‘of registered.brokers*and dealers and is not '_ - o il
mtended to be and’ should not be used by anyone other than these specrﬁed partles L '

i gmdaj Belrmenn By rtom 25
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