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OATH OR AFFIRMATION

I, William Carson . swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Strateqic Transition Securities, LLC s

of December 31 | 20 12 , are true and correct. | further swear (or affirm) that

nulhel the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

County of m@ﬂ 2
Subscribed and swgym, to (or affirmed) before me on gm M %\/

lonatwe

Notary P

ublic{w?(ﬂ/ﬂf

is report ** contains (check all applicable boxes

(d) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule [5¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplementai Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

AN

(] DDDDDDDDHH:

00X

**For conditions of confidential (reatment of certain portions of this filing, see section 240.17a-5(e)(3).



[} BREARD & ASSOCIATES, INC.
) &( CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditor's Report

Board of Directors
Strategic Transition Securities, LLC:

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Strategic Transition
Securities, LLC, (the Company) as of December 31, 2012.

Management’s Responsibility for the Financial Statements
g 14 Ly

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.

Auditor’s 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 auditor’s
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 Company’s 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 Company’s internal control.
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 a
basis for our audit opinion.

9221 Corbin Avenue, Suite 170, Northridge, California 91324
phone 818.886.0940 fax 818.886.1924 web www.baicpa.com

Los ANGELES CHICAGO NEW YORK OAKLAND SEATTLE WE FOCUS & CARE"



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Strategic Transition Securities, LLC as of December 31, 2012
conformity with accounting principles generally accepted in the United States of America.

By onocile. Zo

Breard & Associates, Inc.
Certified Public Accountants

Northridge, California
February 15, 2012



Strategic Transition Securities, LLC
Statement of Financial Condition

December 31, 2012
Assets
Cash | | s 31,879
Accounts receivable 1 1', 187
Prepaid expenses : 2,345
Total assets v ’ : $ 45411

Liabilities and Member's Equity

Liabilities

Accounts payable and accrued expenses $ 5,630

Other liabilities 5,064
Total liabilities 10,694

Member's equity

Member's equity 34,717
Total member’s equity 34,717
. Total liabilities and member's equity $ 45,411

The accompanying notes are an integral part of these financial statements.

-1-



Strategic Transition Securities, LLC
Notes to Financial Statements
December 31, 2012

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

Strategic Transition Securities, LLC, was orgnially organized under the name March Group
Financial, LLC (the "Company") in the State of California on June 27, 2006. The Company
changed its name on October 15, 2012 to Strategic Transition Securities, LLC. The Company is a
registered broker-dealer in securities under the Securities and Exchange Act of 1934, a member of
the Financial Industry Regulatory Authority (“FINRA”), and the Securities Investor Protection
Corporation (“SIPC”).

The Company is a wholly-owned subsidiary of ACA Partners, LLC (the "Parent").

The Company is engaged in business as a securities broker-dealer, that provides several classes of
services, including private placements of securities, and merger & acquisition advisory services.

Under its membership agreement with FINRA and pursuant to Rule 15¢3-3(k)(2)(1), the Company
conducts business on a fully disclosed basis and does not execute or clear securities transactions for
customers. Accordingly, the Company is exempt from the requirement of Rule 15¢3-3 under the
Securities Exchange Act of 1934 pertaining to the possession or control of customer assets and
reserve requirements.

Summary of Significant Accounting Policies

The presentation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
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 revenue and expenses
during the reporting period. Actual results could differ from those estimates.

Accounts receivable are stated at face amount with no allowance for doubtful accounts. An
allowance for doubtful accounts is not considered necessary because probable uncollectible
accounts are immaterial.

Financial advisory fees are recognized as earned according to the fee schedule stipulated in the
client's engagment contracts.

The Company is treated as a disregarded entity for federal income tax purposes, in accordance with
single member limited liability company rules. All tax effects of the Company's income or loss are
passed through to the member. Therefore, no provision or liability for Federal Income Taxes is
included in these financial statements.



Strategic Transition Securities, LLC
- Notes to Financial Statements
December 31, 2012

Note 2: INCOME TAXES

The Company is subject to a limited liability company gross receipts tax, with a minimum franchise
tax. As of December 31, 2012, the income tax provision consists of the following:

Franchise tax $ 800.
Gross receipts tax _ 6,000
Total income tax provision - $ 6,800

Note 3: RELATED PARTY TRANSACTIONS

During the year ended December 31, 2012, the Company resided in space provided by one of its
officers. The officer and the Parent provided office space, supplies, staffing and accounting at no
costs to the Company during the year. These expenses where inconsequential to the officer and the
Parent, so no allocations or reimbursements were made by the Company.

It is possible that the terms of certain of the related party transactions are not the same as those that
would result for transactions among wholly unrelated parties.

Note 4: COMMITEMENTS AND CONTINGENCIES
Contingnecies

In Augnst of 2012, the Company discovered that it had a judgement placed against it. The
Judgement arose from a lawsuit filed for breach of contract from September of 2011. The Company
was required to accrue the judgement of $37,963 at the time of the original filing and amend its
FOCUS ﬁhngs from that point foward to reflect the additional liabiltiies. Accruing the additional
liabilties resulted in lower the Companys net cap1tal below its requlred net capital for a 51gmfcanf
period of time. The Companys parent, infused additional capital immediately to restore the
Company above its minimum.

These financial statements contain no adjustments for any potential fines or fees associated with the
Company's net capital falling below the minimum.



Strategic Transition Securities, LLC
- Notes to Financial Statements
December 31, 2012

Note 4: COMMITEMENTS AND CONTINGENCIES
(Continued) '

During the year ended December 31, 2012, the Company was included in a sale of certain assets of
the Company's parent March Group Delaware, LLC. After the sale the parent was removed making
the new owner ACA Partners, LLC the Company's new Parent. However, as of December 31,
2012, the ownership change had not yet received approval by FINRA. The Company does not
expect the ownership change to be denied and these financial statements contain no adjustment for
any potential outcome should the ownership change be denied.

Note 5: SUBSEQUENT EVENT

Subsequent to year end, but prior to the issuance of these financial statements, the Company
received approval from FINRA for the ownership change dicussed in note 4.

The Company has evaluated' events subsequent to the balance sheet date for items requiring
recording or disclosure in the financial statements. The evaluation was performed through
February 15, 2013, which is the date the financial statements were available to be issued. Based
upon this review, the Company has determined that there were no additional events which took
place that would have a material impact on its financial statements.

Note 6: CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various trading and brokerage activities in which counter-parties
primarily include broker-dealers, banks, and other financial institutions. In the event counter-
parties do not fulfill their obligations, the Company may be exposed to risk. The risk of default
depends on the creditworthiness of the counter-party or issuer of the instrument. It is the
Company’s policy to review, as necessary, the credit standing of each counter-party. -

Note 7: RECENTLY ISSUED ACCOUNTING STANDARDS

In June of 2009, the Financial Accounting Standards Board (the “FASB”) implemented a major
restructuring of U.S. accounting and reporting standards. This restructuring established the
Accounting Standards Codification (“Codification” or “ASC”) as the source of authoritative
accounting principles (“GAAP”) recognized by the FASB. The principles embodied in the
Codification. are to be- applied by nongovernmental entities in the preparation. of. financial
statements in-accordance with generally accepted accounting principles in the United States. New
accounting pronouncements are incorporated .into the ASC through. the issuance of Accounting
Standards Updates (“ASUs”). ' "



Strategic Transition Securities, LLC
. Notes to Financial Statements-
December 31,2012

Note 7: RECENTLY ISSUED ACCOUNTING STANDARDS
(Continued)

For the year ending December 31, 2012, various ASUs issued by the FASB were either newly
issued or had effective implementation dates that would require their provisions to be reflected in
the financial statements for the year then ended. The Company has reviewed the following ASU
releases to determine relevance to the Company’s operations:

ASU No. Title Effective Date

2011-04 Fair Value Measurement (Topic 820): Amendments After December 15, 2011
to Achieve Common Fair Value Measurement and
Disclosure Requirements in U.S. GAAP and IFRSs
(May 2011).

2011-05 * Comprehensive Income (Topic 220): Presentation of  After December 15, 2011
' Comprehensive Income (June 2011). = ‘ : |

2011-08" ’Inmngibles - Goodwill and Other (Topic 350): After December 15, 2011
) Testing Goodwill fer Impairment (September 2011).

2011-11 Balance Sheet {Topic 210): Disclosures about After January 1, 2013
Offsetting Assets and Liabilities (December 2011). -

2011-12 Compretiensive Income (Topic 220): Deferral of the After December 15, 2011
Effective Date for Amendments to the Presentation
of Reclassifications of Items Out of Accumulated
‘Other Comprehensive Income in Accounting
Standards Update No. 2011-05 (December 2011).

2012-02  Intangibles' = Goodwill ‘and- Other (Topic 350):  After September 15,2012
Testing Indefinite-Lived Intangible Assets for
Impairment (July 2012).



Sti‘étegic Transition Securities, LLC
Notes to Financial Statements
December 31, 2012

Note 7:  RECENTLY ISSUED ACCOUNTING STANDARDS
(Continued)

The Company has either evaluated or is currently evaluating the implications, if any, of each of
these pronouncements and the possible impact they may have on the Company’s financial
statements. In most cases, management has determined that the pronouncement has either limited
or no application to the company and, in all cases, implementation would not have a material
impact on the financial statements taken as a whole.

Note 8: NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. Rule 15¢3-
1 also provides that equity capital may not be withdrawn or cash dividends paid if the resulting net
capital ratio would exceed 10 to 1. Net capital and aggregate indebtedness change day to day, but
on December 31, 2012, .the Company had net capital of $21,185 which was $16,185 in excess of its
required net capital of $5,000; and the Company's ratio of aggregate indebtedness ($10,694) to net
capital was 0.5 to 1, which is less than the 15 to 1 maximum allowed.

Note 9: RECONCILIATION OF AUDITED NET CAPITAL TO UNAUDITED FOCUS

There 1s a difference of $8,070 between the computation of net capital under net capital SEC Rule
15¢3-1 and the corresponding unaudited FOCUS part [IA.

Net capital per unaudited schedule ‘ $ 13,115
Adjustments: 1 ' ‘
Member's equity ' ' $ 14,849

Non-allowable assets N ' (6,779)

Total adjustments : 8,070
Net capital per audited statements | | $ 21 ,185



