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OATH OR AFFIRMATION

LJoet Padowitz _________________swear or affirm that to the best of ii

knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
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except as follows
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Statement of Financial Condition

Statement of Income Loss
Statement of Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietos Capital

Statement of Changes ii Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or control Requirements Under Rule l5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-l and

the computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

Consolidation

AnCathorAffirmatian

cop of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the

previous audit

Independent auditors report on internal control

For conditions of confidential treatment of ceilain portions otthis filing see section 240.17a-5e3



Lilling CompanyLLP
Certified Public Accountants

INDEPENDENT AUDITORS REPORT

To the Members

Pailadium Capital Advisors LLC

New York New Yorl

We have audited the accompanying financial statement of Palladium Capital Advisors

LLC the Company which comprise the statement of financial condition as of

December 31 2013 that is filed pursuant to Rule 7a-5 under the Securities Exchange

Act of 1934 and the related notes to the statement of financial condition

Managements Responsibilty for the Financial Statements

Management is responsible for the preparation and fair presentation of the statement of

financial condition in accordance with accounting principles generally accepted in the

United States this includes the design implementation and maintenance of internal

control relevant to the preparation and fair presentation of the statement of financial

condition that is free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the statement of financial condition based

on our audit We conducted oir audit in accordance with auditing standards generally

accepted in the United States Those standards require that we plan and perform the

audit to obtain reasonaba ausirnc abcut whether the statement of financial condition

is free from material misstatement

An audit invclves performing procedures to obtain audit evidence about the amounts

and disclosures ir the statement ol financial condition The procedures selected depend

on the auditors judgmer ircluding the assessment of the risks of material

misstatement of the statement of financial condition whether due to fraud or error In

making those sk assessments the auditor considers internal control relevant to the

Companys preparation and faic presentation of the statement of financial condition in

order to design audit procedurcs st are appropriate in the circumstances but not for

the purpose of expressing an opinion on the effectiveness of the Companys internal

control Accordingy we xpre 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 statement finncial condition

We believe that the audit evid we have obtained is sufficient and appropriate to

provide basis for our audft opin3n

len utter Mll Road GreaNei 1\ 11021-3201 516 829-1099 Fax 516 829-1065



Opinion
In our opinion the statement of financial condition referred to above presents fairly in

all material respects the financial position of Palladium Capital Advisors LLC as of

December 31 2013 in accordance with accounting principles generally accepted in the

United States

CERTIFIED PUBLIC ACCOUNTANTS
Great Neck New York

February 26 2014



PALLADIUM CAPITAL ADVISORS LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2013

ASSETS

Cash and cash equivalents 305810

Securities owned at fair value 110671

416481

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses 156471

MEMBERS EQUITY 260010

416481

See notes to financial statements
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PALLADIUM CAPITAL ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2013

ORGANIZATION AND NATURE OF BUSINESS

Organization

Palladium Capital Advisors LLC the tCompany is Delaware limited liability

company and is registered broker-dealer in securities under the Securities and

Exchange Act of 1934 and is member of the Financial Industry Regulatory

Authority CFINRA The Company commenced operations on April 28 2004

There were no liabilities subordinated to claims of general creditors during the year

ended December31 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting Standards Codification

The Financial Accounting Standards Board FASB has issued FASB Statement

No 168 The FASB Accounting Standards Codification and the Hierarchy of

Generally Accepted Accountng Principles effective for periods ending after

September 15 2009 This Statement establishes the FASB Accounting Standards

Codification ASC as the single source of authoritative United States generally

accepted accounting and reporting standards for nongovernmental entities in

addition to guidance issued by the SEC and these financial statements are

referenced accordingly

Cash and cash equivalents

Financial instruments that potentially subject the company to credit risk consist

primarily of cash balances and accounts receivable The Company maintains

bank and broker accounts wiTh major financial institutions At times such amounts

may exceed Federal Depoit insurance Corporation FDIC limits

Securities Transactions and Commissions

Revenue from placement fees and commission expense are recorded on the date

the placement is completed

Securities owned are reodd at current market value Securities not readily

marketable are valued fair value as determined by management which

approxrrete estimated rnhle value Securities not readily marketable include

investmen4 securiti.s that ctniot be offered or sold because of restrictions or

conditions applicable to the securities or to the Company



PALLADIUM CAPITAL ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2013

Significant Credit Risk and Estimates

The preparation of financial statements in conformity with accounting principles

generally accepted in the United States requires management of the Company to

use estimates and assumptions that affect certain reported amounts and

disclosures Accordingly actual results could differ from those estimates

Income taxes

The Company is organized as limited liability company and is recognized as

partnership for income ta urposes No provision has been made for federal and

state income taxes since these taxes are the personal responsibility of the

members

In accordance with ASC 740 Income Taxes the Company is required to

disclose unrecognized ta heiefits resulting from uncertain tax positions At

December 31 2013 the Company did not have any unrecognized tax benefits or

liabilities The Company operates in the United States and in state and local

jurisdictions and the previous three years remain subject to examination by tax

authorities There are presantly no ongoing income tax examinations

SECUR1TIES OWNED

Securities owned consist of marketable securities in U.S public entities totaling

$110671

FAIR VALUE MEASUREMENT

FASB ASC 820 defines fair value establishes framework for measuring fair

value nd establishes fcr value hierarchy which prioritizes the inputs to

valuation techniques Fair value is the price that would be received to sell an asset

or paid to transfer Hability in an orderly transaction between market participants

at the measurement date fair value measurement assumes that the transaction

to sell the asset or transfer the liability occurs in the principal market for the asset

or liability or in the absence of principal market the most advantageous market

Valuation techniques that are consistent with the market income or cost approach

as spec1fied by FASB ASC 7O are used to measure fair value

The far value hierarchy nrioritizes the inputs to valuation techniques used to

measure fair value into three broad levels

Lev inputs are quoted prices unadjusted in active markets for identical



PALLADIUM CAPITAL ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2013

assets or liabilities that the Company has the ability to access

Level Inputs are inputs other than quoted prices included within level

that are observable for the asset or liability either directly or indirectly

Level Are unobservable inputs for the asset or liability and rely on

managements own assumptions about the assumptions that market

participants would use in pricing the asset or liability The unobservable

inputs should be developed based on the best information available in the

circumstances and may include the Companys own data

The availability of observable inputs can vary from security to security and is

affected by wide variety of factors including for example the type of security

the liquidity of markets anci other characteristics particular to the security 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 Accordingly the degree of judgment exercised in determining fair

value is greatest for instrL.11ants categorized in level

The inputs used to measure fair value may fall into different levels of the fair

value hierarchy In such cases for disclosure purposes the level in the fair value

hierarchy within which the fair value measurement falls in its entirety is

determined based on the lowest level input that is significant to the fair value

measurement in its entirety

The Company establishes valuation processes and procedures to ensure that

the valuation techniques for investments that are categorized within Level of

the fair value hierarchy are fair consistent and verifiable The Company changed

its method or valuing warrants from model based approach to intrinsic value

on January 2013 thereby changing the warrants from Level asset to

Level asset The Company believes that intrinsic value is more accurate

valuation method given the available inputs in the marketplace At December

31 2013 the warrants were valued at $60210

The Corrpany reviews its valuation policies monthly or more frequently as

needed to determine whether the current valuation techniques are still

appropriate

Fair value is rnarket-bsed measure considered from the perspective of

market participant rather than an entity-specific measure Therefore even when
market asurnptions are Pot reaoily available the Companys own assumptions

are set to reflect those thU the Company believes market participants would use

in pricing the asset cit iaby at the measurement date

6-



PALLADIUM CAPITAL ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 312013

The methods and significant assumptions used to determine fair values of

financial instruments are as follows

Exchange-Traded Equity Securities Exchange-traded equity securities are

generally valued based on qtoted prices from the exchange To the extent these

securities are actively traded valuation adjustments are not applied and they

are categorized in level of the fair value hierarchy otherwise they are

categorized in level of the fair value hierarchy

Warrants Warrants are valued at intrinsic value the market price less the strike

price of the warrant warrants are readily exercisable Warrants are

categorized as level of the fair value hierarchy

The following table presents the Companys fair value hierarchy for those assets

and liabilities measured fair value on recurring basis as of December 31
2013

ve Level Level Total

Assets

Equities Small Cap 50461 50461

Warrants Small Cap 60.210 60210
Total 50.461 60.210 110671

Level Change in Financial Assets and Liabilities

Proceeds

from Sales

Related To

Assets No Purchases

Beginning Longer and Transfers Ending
Balince Held Issuances In Out Balance

Assets

Securities

Warrants

Small Cap 119.715 150.043 66.456 $36.128

During the year ended December 31 2013 there were transfers totaling $36062
from level to level and transfers totaling $66 from level to level

COMMITMENTS AND CONTINGENCIES
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PALLADIUM CAPITAL ADVISORS LLC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2013

Lease

The Company rents office space in New York City New York under lease

expiring in April 2015 Rent expense for the year ended December 31 2013

was $41964

Minimum future rental payments are approximately as follows

2014 41000
2015 14000

55.000

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKERS AND DEALERS PURSUANT TO RULE 15c3-3

The Company is exempt from the provisions of Rule 5c3-3 under the Securities

Exchange Act of 1934 in that the Companys activities are limited to those set

forth in the conditions for exemption appearing in paragraph of the Rule

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule Rule i5c3-i which requires the maintenance of minimum net

capital and requires that tte rac of aggregate indebtedness to net capital both as

defined shall not exceed 15 to and that equity capital may not be withdrawn or

cash divideids paid if the resulting net capital ratio would exceed 10 to At

December 31 2013 the Orrnpany had net capital of $162580 which was
$15214g in excess of its nqufred net capital of $10431 The Company had

percentage of aggregate indebtedness to net capital of 96% as of December 31
2013

SUBSEQUENT EVENTS

The Company has evaIurtei nd noted no events or transactions that have
occurred after December 2013 that would require recognition or disclosure in

the financiI statements


