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Hobe Lucas
Certified Public Accounthnts Inc

4807 Rockside Road Suite 510 216.524.8900

Independence Ohio 44131 216.524.8777

www.hobe.com

INDEPENDENT AUDITORS REPORT

To the Member of

Advoca Securities LLC

Dublin Ohio

Report on the Financial Statements

We have audited the accompanying financial statements of Advoca Securities LLC which comprise the

statement of financial condition as of December 31 2012 and the related statements of operations and changes

in members equity and cash flows for the year then ended 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 entitys 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 entitys internal control

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

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

evaluating the overall presentation of the financial statements

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 Advoca Securities LLC as of December 31 2012 and the results of its operations and its cash flows

for the year then ended in accordance 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 Schedules and II is presented for purposes of additional analysis and is

not required part
of the basic financial statements but is supplementary information required by Rule 7a-5

under the Securities Exchange Act of 1934 Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare the financial

statements Such information has been subjected to the auditing procedures applied in our audit of the basic

financial statements and certain other 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 is fairly stated in all material
respects

in relation to the basic financial statements taken as whole

Jfo6e LLucas

Certified Pu6icficcountants Inc

February 20 2013
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ADVOCA SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2012

ASSETS

Cash

Accounts Receivable Related Party

Total Assets

LIABILITIES AND MEMBERS EQUITY

Accounts payable trade

Accounts payable related party

Other Current Liabilities

Total liabilities

Members equity

160987

23863

184850

2583

880

37946

41409

143440

184850Total Liabilities and Members Equity

The accompanying notes are an integral part of these financial statements
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ADVOCA SECURITIES LLC

STATEMENT OF OPERATIONS AND CHANGES IN MEMBERS EQUITY

for the year ended December 31 2012

Revenues 1593409

Expenses

Compliance consulting
34473

Rent 1534

Bank charges
168

Legal and professional fees 11664

Commissions 108846

Insurance
723

Regulatory fees licenses and permits 4801

Office supplies postage and delivery
2033

Advertising
834

Telephone
1849

Travel and entertainment 2930

Dues and subscriptions
114

Taxes 34384

Miscellaneous 763

Total expenses
205116

Other income

Interest income

Net Profit 1388302

Members equity beginning of year 10686

Contributions from member 6000

Distributions to Member 1261549

Members equity end of year 143440

The accompanying notes are an integral part of these financial statements
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ADVOCA SECURtTIES LLC

STATEMENT OF CASH FLOWS

for the year ended December 31 2012

Cash flows from operating activities

Net profit 1388302

Changes in operating assets and liabilities

Increase in Accounts Receivablerelated party 23863

Increase in accounts payable trade 28564

Increase in accounts payable related party 880

Net cash provided by operating activities 1393883

Cash flows used by financing activities

Distributions to member 1261549

Contributions from member 6000

Net Cash used by Financing Activiies 1255549

Net increase in cash 138335

Cash beginning of year 22652

Cash end of year 160986

The accompanying notes are an integral part of these financial statements
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Advoca Securities LLC

NOTES TO FINANCIAL STATEMENTS

for the year ended December 31 2012

Summary of Significant Accounting Policies

Company Activities Advoca Securities LLC the Company is broker-dealer registered with the

Securities and Exchange Commission SEC the State of Ohio and member of the Financial Industry

Regulatory Authority FINRA The Company shall continue in perpetuity unless it is dissolved or

terminated pursuant to its operating agreement or involuntarily pursuant to any regulatory action

The Company is wholly-owned subsidiary of Advoca Finance Group LLC

The Company is engaged as securities broker-dealer which comprises several classes of services

including primarily investment banking The Companys services include business acquisition advisory

services capital sourcing and funding for businesses sales advisory services and strategic advisory

services

Revenue Recognition For investment banking services contingent fee work is recorded as revenue

upon closing of the transaction and funding of financing requirements by the buyer or seller Non-

refundable retainers charged at the beginning of investment banking services are recorded as

revenue when the engagement letter is signed Monthly retainers and hourly billings are recorded as

revenue when invoiced

Cash The Company maintains its cash in deposit accounts which at times may exceed federally

insured limits The Company has not experienced any significant losses in such accounts

Management of the Company believes it is not exposed to any significant credit risk on its cash

Concentration of Credit Risk 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 instrument It is the

Companys policy to review as necessary the credit standing of each counterparty

Income Taxes The Company has elected to be taxed under the provisions of the Internal Revenue

Code as limited liability company Under those provisions and similar provisions of state law the

Company does not pay federal or state income taxes on its taxable income Instead the member is

liable for individual income taxes on the Companys taxable income Accordingly there is no

provision for federal or state income taxes in the financial statements

The Company accounts for uncertainties in income taxes in accordance with accounting principles

generally accepted in the United States of America which provide for financial statement

recognition and measurement of tax positions taken or expected to be taken in tax return that

have greater than 50% chance of not being allowed under examination No such positions have

been recorded in the December 31 2012 financial statements If such positions were taken the

resulting interest and penalties would be recognized as income tax expense

-6-



Advoca Securities LLC

NOTES TO FINANCIAL STATEMENTS Continued

for the year ended December 31 20 12

Summary of Significant Accounting Policies Continued

As of December 31 2012 the Companys federal income tax returns are subject to examination by

the Internal Revenue Service for the years 2009 and thereafter In addition the Companys state

tax returns Ohio are open to examination for the years 2008 and thereafter

Advertising Expense The cost of advertising is expensed as incurred The Company incurred

advertising costs of $834 in 2012

Use of Estimates Management uses estimates and assumptions in preparing financial statements in

accordance with accounting principles generally accepted in the United States of America Those

estimates and assumptions affect the reported amounts of assets and liabilities the disclosure of

contingent assets and liabilities and the reported revenue and expenses Actual results could vary

from the estimates that were used

Subsequent Events Management of the Company has evaluated subsequent events through

February 20 2013 the date which the financial statements were available to be issued

Related Parties

The Company is affiliated through common management and ownership with another limited liability

corporation The Company has an expense sharing agreement with the affiliated company for certain

expenses related to rent salaries and benefits technology utilities and supplies The Companys

allocation of shared expenses totaled $9670 in 2012 and as of December 31 2012 $832 is payable

to the affiliated company There was also receivable with the same affiliated Company as of

December 31 2012 in the amount of $23863

The majority member of the Company is also member of the legal firm that represents the

Company however this member does not perform any legal work or provide any legal opinions for

the Company Legal fees paid to this related party for legal services incurred were approximately

$3619

Net Capital Provision of Rule 15c3-1

Pursuant to the net capital provisions of Rule 15c3-1 of the Securities Exchange Act of 1934 the

Company is required to maintain minimum net capital balance as defined under such provisions

The Companys minimum capital requirement is the greater of $5000 or 6-2/3% of aggregate

indebtedness as defined under Securities and Exchange Commission Rule 15c3-1a1 as it does not

maintain customer accounts Net capital may fluctuate on daily basis At December 31 2012 the

Company had net capital of $119577 which was $114577 in excess of its required net capital of

$5000

In addition to the minimum net capital provisions Rule 15c3-1 requires that the Company maintain

ratio of aggregate indebtedness as defined to net capital of not more than 15 to At December

31 2012 the ratio was .35 to

-7-



Advoca Securities LLC

NOTES TO FINANCIAL STATEMENTS Continued

for the year ended December 31 2012

Exemption From Rule 15c3-3

The Company acts as an investment banking broker-dealer promptly transmitting all funds and

delivering all securities received in connection with its activities as broker or dealer and does not

otherwise hold funds or securities for or owe money or securities to customers The Company

operates under Section k2i of Rule 15c3-3 of the Securities Exchange Act of 1934 and is therefore

exempt from the requirements of Rule 15c3-3
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ADVOCA SECURITIES LLC Schedule

SUPPLEMENTAL SCHEDULE OF COMPUTATION OF NET CAPITAL

PURSUANT TO RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

December 31 2012

Net capital

Total members equity from statement of financial condition 143440

Less nonallowable assets 23863

Net capital 119577

Computation of aggregate indebtedness total liabilities

from statement of financial condition 41409

Computation of basic net capital requirement 6-2/3% of

aggregate indebtedness 2761

Minimum required net capital 5000

Net capital requirement 5000

Excess net capital 114577

Ratio of aggregate indebtedness to net capital .35 to

reconciliation of the computation of net capital under Rule 15c3-1 as included in the Companys

unaudited Form X-17a-5 as of December 31 2012 filed with the Securities and Exchange Commission and

the amount included in the above computation is not required as there were no audit adjustments

The accompanying notes are an integral part of these financial statements -9-



ADVOCA SECURITIES LLC Schedule II

SUPPLEMENTAL SCHEDULE OF COMPUTATION FOR DETERMINATION

OF RESERVE REQUIREMENTS AND INFORMATION RELATING TO THE

POSSESSION OR CONTROL REQUIREMENTS PURSUANT TO RULE 15c3-3

OF THE SECURITIES AND EXCHANGE COMMISSION

for the year ended December 31 2012

The Company is not required to present the schedules Computation for Determination of Reserve

Requirements Pursuant to Rule 15c3-3 and Information Relating to the Possession or Control

Requirements Under Rule 15c3-3 as it meets the exemptive provisions of Rule 15c3-3 under Section

k2i of the Rule

The accompanying notes ore an integral part of these financial statements -10-
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INEPENDENT AUDITORS REPORT ON iNTERNAL CONTROL STRUCTURE

REQUIRED BY SEC RULE 17a-5

To the Member of

Advoca Securities LLC

Dublin Ohio

In planning and performing our audit of the financial statements of Advoca Securities LLC for the year ended

December 31 2012 we considered its internal control structure in order to determine our auditing procedures for

the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal

control structure

Also as required by rule 17a-5g1 of the Securities Exchange Commission SEC we have made study of

the practices and procedures followed by the Company including 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 7a-3a 11 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

Recordation of differences required by rule 7a- 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 an internal control structure

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 internal control

structure policies and procedures 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 an internal control structure 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 preparation of financial statements

in conformity with generally accepted accounting principles Rule 7a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

11
independent

Member
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Because of inherent limitations in any internal control structure 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 control deficiency or combination of control deficiencies that adversely

affects the entitys ability to initiate authorize record process or report financial data reliably in accordance

with generally accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not be prevented or

detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in more

than remote likelihood that material misstatement of the financial statements will not be prevented or

detected by the entitys internal control

Our consideration of internal control was for the limited purpcse described in the first and second paragraphs

and would not necessarily identii all deficiencies in internal control that might be material weaknesses We did

not identi1 any deficiencies in internal control and control activities for safeguarding securities that we consider

to be material weaknesses as defined above

We understand the 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 2012 to meet the SECs objectives

This report is intended solely for the information and use of management the SEC 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 those specified

parties

Jo6e ZLucas

CertiftelPu6ficcountants Inc

February 202013
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