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INDEPENDENT AUDITORS REPORT

To the Members of

Arcadia Securities LLC

We have audited the accompanying statement of financial condition of ArcadIa Securities LLC the Company
as of December 31 2010 and the related statements of operations 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 These
financial statements are the responsibility of the Companys management 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 We were not engaged to perform an audit of the Companys
internal control over financial reporting An audit includes consideration of internal control over financial reporting

as basis for designing 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 over financial reporting Accordingly

we express no such opinion An audit also includes examining on test basis evidence supporting the amounts

and disclosures in the financial statements assessing the accounting principles used and significant estimates

made by management as well as evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial position

of Arcadia Securities LLC as of December 31- 2010 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

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as whole
The information contained in the supplementary schedule on page 11 is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementary information required by

Rule 17a-5 under the Securities 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 relation to the basic financial statements taken as whole

e9UJUQQ CLALQ
Iselin New Jersey

February 25 2011

New York New Jersey Los Angeles Cayman IslandsSan Francisco



ARCADIA SECURITIES LLC

STATEM ENT OF FINANCIAL CONDITION

December 31 2010

ASSETS

Cash and cash equivalents 17757

Receivable from clearing broker and other broker dealer 958415

Securities owned at fair value 211

Prepaid expenses and other 20878

Prepaid unincorporated business taxes 24180

Property and equipment net of accumulated

depreciation and amortization of $138445 73774

Total assets 1095215

LIABILITIES AND MEMBERS EQUITY

Liabilities

Bank overdraft 4969
Accounts payable and accrued expenses 75455

Total liabilities 80424

Members equity 1014791

Total liabilities and members equity 1095215

See accompanying notes to financial statements



ARCADIA SECURITIES LLC

STATEMENT OF OPERATIONS

Year Ended December 31 2010

Revenues

Commissions 1271038

Net gain from principal transactions 349470

Investment banking 289500

Other income 238300

Total revenues 2148308

Expenses

Compensation payroll taxes and benefits 1053013

Occupancy net of sublease rental income of $123000 278246

Hoar brokerage exchange and clearance fees 170699

Travel and entertainment 128876

Professional fees 58304

Communications 60895

Office 45805

Depreciation and amortization 30682

Registration and regulatory fees 16754

Subscriptions 7265

Postage 5139

Other 13046

Total expenses 1868724

Net income before provision for deferred

unincorporated business taxes 279584

Provision for deferred unincorporated business taxes 10320

Net income 269.264

See accompanying notes to financial statements



ARCADIA SECURITIES LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

Year Ended December 31 2010

Balance beginning of year 745527

Net income 269264

Balance end of year 1014791

See accompanying notes to financial statements



ARCADIA SECURITIES LLC

STATEMENT OF CASH FLOWS

Year Ended December 31 2010

Cash flows from operating activities

Net income 269264

Adjustments to reconcile net income to net cash

provided by operating activities

Depreciation and amortization 30682

Deferred unincorporated business taxes 10320

Changes in operating assets and liabilities

Receivable from clearing broker and other broker dealer 752001
Securities owned at fair value 489989

Prepaid expenses and other 10620
Bank overdraft 4969
Accounts payable and accrued expenses 42588

Net cash provided by operating activities 15

Cash flows used in investing activities

Purchase of equipment 11710

Net change in cash and cash equivalents 11695

Cash and cash equivalents beginning of year 29452

Cash and cash equivalents end of year 17757

Supplemental disclosures of cash flow information

Cash paid during the year for interest t133

See accompanying notes to financial statements



ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

Arcadia Securities LLC the Company is broker-dealer registered with the Securities and Exchange
Commission SEC and member of the Financial Industry Regulatory Authority FINRA The Company
engages in single line of business as securities broker-dealer

The Company has an agreement with its clearing broker to clear securities transactions carry customer accounts

on fully-disclosed basis and perform record keeping functions and accordingly operates under the exemptive

provisions of Securities and Exchange Commission Rule 5c3-3k2ii

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the

United States of America GAAP as detailed in the Financial Accounting Standards Boards Accounting
Standards Codification

Use of Estimates

The preparation of the financial statements in conformity with GAAP requires management to make estimates and

assumptions that affect the amounts disclosed in the financial statements Actual results could differ from those

estimates

Concentration of Credit Risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist

principally of cash which at times may be in excess of the FDIC insurance limit

Commissions

Commissions and related clearing expenses are recorded on trade-date basis as securities transactions occur

Investment Banking

Investment banking revenues include fees earned from providing merger-and-acquisition and financial

restructuring advisory services Investment banking revenues are recognized when the services are performed
and the income is reasonably determinable

Securities Transactions

Securities transactions and related income and expenses are recorded on trade date basis

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amortization Depreciation and

amortization is computed on straight-line basis over the estimated useful lives 5-6 years of the related assets

Cash Equivalents

The Company considers its investment in money market fund to be cash equivalents



ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Summary of Significant Accounting Policies Continued

Fair Value Definition and Hierarchy

Fair value is defined as the price that would be received to sell an asset or paid to transfer liability i.e the exit

price in an orderly transaction between market participants at the measurement date

In determining fair value the Company uses various valuation approaches fair value hierarchy for inputs is

used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable

inputs by requiring that the most observable inputs are to be used when available Observable inputs are those

that market participants would use in pricing the asset or liability based on market data obtained from sources

independent of the Company Unobservable inputs reflect the Companys assumptions about the inputs market

participants would use in pricing the asset or liability developed based on the best information available in the

circumstances The fair value hierarchy is categorized into three levels based on the inputs as follows

Level Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that

the Company has the ability to access Valuation adjustments are not applied to Level investments Since

valuations are based on quoted prices that are readily and regularly available in an active market valuation of

these investments does not entail significant degree of judgment

Level Valuations based on quoted prices in markets that are not active or for which all significant inputs

are observable either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement

The availability of valuation techniques and observable inputs can vary from investment to investment and are

affected by wide variety of factors including the type of investment whether the investment is new and not yet

established in the marketplace and other characteristics particular to the transaction To the extent that valuation

is based on models or inputs that are less observable or unobservable in the market the determination of fair

value requires more judgment Those estimated values do not necessarily represent the amounts that may be

ultimately realized due to the occurrence of future circumstances that cannot be reasonably determined Because

of the inherent uncertainty of valuation those estimated values may be materially higher or lower than the values

that would have been used had ready market for the investments existed

Fair value is market-based measure considered from the perspective of market participant rather than an

entity-specific measure Therefore even when market assumptions are not readily available the Companys own

assumptions are set to reflect those that market participants would use in pricing the asset or liability at the

measurement date The Company uses prices and inputs that are current as of the measurement date including

periods of market dislocation In periods of market dislocation the observability of prices and inputs may be

reduced for many investments This condition could cause an investment to be reclassified to lower level within

the fair value hierarchy

Securities Valuation

The Company values investments in securities that are freely tradable and are listed on national securities

exchange or reported on the NASDAQ national market at their last sales price

All securities owed by the Company were classified as Level in the fair value hierarchy at December 31 2010



ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Summary of Significant Accounting Policies Continued

Income Taxes

Deferred income taxes are provided for temporary differences between the financial statement and tax basis of

assets and liabilities that will result in taxable or deductible amounts in the future based on enacted tax laws and

rates applicable to the periods in which the differences arise The differences are primarily due to the use of the

cash method of accounting for income tax reporting

The Companys management is required to determine whether tax position of the Company is more likely than

not to be sustained upon examination by the applicable taxing authority including resolution of any related

appeals or litigation processes based on the technical merits of the position The tax benefit to be recognized is

measured as the largest amount of benefit that is greater than fifty percent likely of being realized upon ultimate

settlement with the relevant taxing authority De-recognition of tax benefit previously recognized results in the

Company recording tax liability that reduces ending members equity Based on its analysis the Companys
management has determined it has not incurred any liability for unrecognized tax benefits as of December 31
2010 However managements conclusions regarding this policy may be subject to review and adjustment at

later date based on factors including but not liAiited to on-going analyses of and changes to tax laws regulations

and interpretations thereof

The Company recognizes interest and penalties accrued related to unrecognized tax benefits in income tax fees

payable if assessed No interest expense or penalties have been recognized as of and for the period ended

December 31 2010

The Company files its tax returns as partnership consequently net income or loss in general is apportioned to

the Members and reported in their personal income tax returns Since the Company operates in New York City

the Company provides for and is subject to the New York City Unincorporated Business tax on its income

Receivable From Clearing Broker and Other Broker Dealer

Included in receivable from clearing broker and other broker dealer is $775513 held in short term money market

funds

Property and Equipment

Property and equipment consist of the following

Computer equipment 112282

Furniture and fixtures 57126

Leasehold improvements 42811

Less accumulated depreciation and amortization 138445
73774

Depreciation and amortization expense for the year ended December 31 2010 was $30682

Principal Transactions

The Companys principal transaction revenues consist primarily of equities transactions



ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

Net Operating Loss

The Company had accumulated net operating losses for New York City unincorporated business tax purposes of

approximately $237000 which will be used to offset taxable income to be reported on the Companys 2010 tax

returns

Related Party Transactions

The Company provides support and administrative services to an affiliate of the Company For the year ended

December 31 2010 the Company earned $12000 for these services

Net Capital Requirement

The Company is subject to the Securities and Exchange Commissions Uniform Net Capital Rule SEC Rule

15c3-1 which requires the Company to maintain minimum net capital of the greater of 2/3% aggregate

indebtedness or $100000 minimum net capital and ratio of aggregate indebtedness to net capital not

exceeding 15 to both as defined At December 31 2010 the Company had net capital of $880000 which was

$780000 in excess of its required net capital of $100000 The Companys ratio of aggregate indebtedness to

net capital was 0.09 to

Off-Balance-Sheet Risk

Pursuant to clearance agreement the Company introduces all of its securities transactions to its clearing

broker on fully disclosed basis All of the customers money balances and long and short security positions are

carried on the books of the clearing broker In accordance with the clearance agreement the Company is

obligated for any losses the clearing broker may sustain from carrying securities transactions introduced by the

Company In accordance with industry practice and regulatory requirements the Company and the clearing

broker monitor collateral on the customers accounts introduced by the Company

Occupancy Costs

The Company leases its office space under an operating lease for term of six years which expires on April 30
2012 The lease contains escalation provisions for increases in operating expenses and real estate taxes

Monthly rental payments through April 30 2012 are $31892 and include electricity of $1428

Future minimum lease payments are as follows

Year Amount

2011 382704

2012 127568

Total 510272

For the year ended December 31 2010 occupancy costs including utilities aggregated $401246

10 Rental Income

The Company subleases portion of its space on monthly basis Rental income under cancelable leases

aggregated $123000 for the year ending December 31 2010



ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

11 Indemnifications

In the normal course of its business the Company indemnifies and guarantees certain service providers such as

clearing and custody agents trustees and administrators against specified potential losses in connection with

them acting as an agent of or providing services to the Company or its affiliates The Company also indemnifies

some clients against potential losses incurred in the event specified third-party service providers including sub-

custodians and third-party brokers improperly execute transactions The maximum potential amount of future

payments that the Company could be required to make under these indemnifications cannot be estimated

However the Company believes that it is unlikely it will have to make material payments under these

arrangements and has not recorded any contingent liability in the financial statements for these indemnifications

The Company provides representations and warranties to counterparties in connection with variety of

commercial transactions and occasionally indemnifies them against potential losses caused by the breach of

those representations and warranties The Company may also provide standard indemnifications to some

counterparties to protect them in the event additional taxes are owed or payments are withheld due either to

change in or adverse application of certain tax laws These indemnifications generally are standard contractual

terms and are entered into in the normal course of business The maximum potential amount of future payments
that the Company could be required to make under these indemnifications cannot be estimated However the

Company believes that it is unlikely it will have to make material payments under these arrangements and has not

recorded any contingent liability in the financial statements for these indemnifications

12 Subsequent Events

The Company has evaluated subsequent events for potential recognition and disclosure and has not identified

any additional subsequent events that required adjustment or disclosure in these financial statements

10



ARCADIA SECURITIES LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

December 31 2010

Total members equity 1014791

Deductions

Non-aUowable assets

Property and equipment net 73774
Prepaid expenses and other 20878
Prepaid unincorporated business taxes 24180

Total non-allowable assets 118832

Net capital before haircuts on securities 895959

Haircuts on securities

Other securities money market funds 5897
Other 62

Total haircuts on securities 15959

Net capital 880000

Aggregate indebtedness

Bank overdraft accounts payable and accrued expenses 80424

Computation of net capital requirements

Minimum net capital required greater of 2/3% of aggregate
indebtedness or $100000 minimum dollar net capital 100000

Excess net capital 780000

Percentage of aggregate indebtedness to net capital 9.14%

Reconciliation with Companys Computation

Included in Part II of Form X-17A-5 as of December 31 2010

Net capital as reported in Companys 878521
Part II unaudited FOCUS report

Accrued expenses deferred taxes payable charged to operations 1479

Net capital per above
880000

Aggregate indebtedness as reported in Companys
Part II unaudited FOCUS report 81904

Aggregate indebtedness as reported herein 80424

11
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SUPPLEMENTAL REPORT OF INDEPENDENT AUDITORS ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5g

To the Members of

Arcadia Securities LLC

In planning and performing our audit of the financial statements and supplemental schedules of Arcadia

Securities LLC the Company as of and for the year ended December 31 2010 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 7a-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 7a-5g in making the periodic computations of aggregate indebtedness or
aggregate debits and net capital under Rule 17a-3a11 and for determining compliance with the exemptive

provisions of Rule 5c3-3 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 the recordatión of

differences required by Rule 17a-13

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

Regulations 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 paragraphs 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 above-mentioned objectives Two of the objectives of an internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance that assets for

which the Company has responsibilities are safeguarded against loss from unauthorized use or disposition and

transactions are executed in accordance with managements authorization and recorded properly to permit

preparation of the financial statements in conformity with generally accepted accounting principles in the United

States of America Rule 7a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

New York New Jersey San Francisco Los Angeles Cayman Islands



Because of inherent limitation in internal control or the practices and procedures referred to above errors 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

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

the normal course of performing their assigned functions to prevent or detect 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 as described in the second paragraph of this report were

adequate at December 31 2010 to meet the SECs 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 7a-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

CkQ-
lselin New Jersey

February 25 2011



ARCADIA SECURITIES LLC

INDEPENDENT ACCOUNTANTS REPORT
ON APPLYING AGREED-UPON PROCEDURES RELATED TO AN

ENTITYS SIPC ASSESSMENT RECONCILIATION

PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE 17a-5e4
AND SCHEDULE OF SECURITIES INVESTOR PROTECTION

CORPORATION ASSESSMENTS AND PAYMENTS

DECEMBER 31 2010



ACSB
Acquavella Chiarelli Shuster Berkower Co LLP
Certified Public Accountants and Advisors

517 Route One 330 7th Avenue

Iselin NJ 08830 Suite 202

732.855.9600 New York NY 10001

Fax732.855.9559 INDEPENDENT ACCOUNTANTS REPORT 212.867.1319

www acsbco corn ON APPLYING AGREED-UPON PROCEDURES RELATED TO AN
ENTITYS SIPC ASSESSMENT RECONCILIATION

To the Members of

Arcadia Securities LLC

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed the procedures

enumerated below with respect to the Securities Investor Protection Corporation Form SIPC-7 Form SIPC-7 and

provided summary of payments on the accompanying Schedule of Securities Investor Protection Corporation

Assessments and Payments to the Securities Investor Protection Corporation SIPC for the year ended

December 31 2010 which were agreed to by Arcadia Securities LLC the Company and the Securities and

Exchange Commission Financial Industry Regulatory Authority Inc SIPC and other state regulatory authorities

solely to assist you and the other specified parties in evaluating Arcadia Securities LLCs compliance with the

applicable instructions of the Form SIPC-7 Management is responsible for the Company 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

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursements record

entries which included check register and copies of checks noting no differences

ii Compared the amounts reported on the Form X-17A-5 for the fiscal year ending December 31 2010

as applicable with the amounts reported in Form SIPC-7 for the same period noting no differences

iii Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers

noting no differences and

iv 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 differences

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

SQA

Iselin New Jersey

February25 2011

New York New Jersey San Francisco Los Angeles Cayman Islands



ARCADIA SECURITIES LLC

SCHEDULE OF SECURITIES INVESTOR PROTECTION

CORPORATION ASSESSMENTS AND PAYMENTS

December 31 2010

Annual

Payments Assessment

Date Paid or Filed Made Per Report

SIPC-6 general assessment for the first

half of theyearended December31 2010 July23 2010 3186.00

SIPC-7 general assessment

for the fiscal year ended December 31 2010 February 17 2011 1755.00 4941.00

4941.00 4941.00

Name of collection agent Financial Industry Regulatory Authority

See accompanying Independent Accountants Report on Applying Agreed-Upon Procedures Related to an Entitys

SIPC Assessment Reconciliation pursuant to Securities and Exchange Commission Rule 7a-5e4


