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OATH OR AFFIRMATION

1, Thomas Kikis » swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Arcadia Securities, LLC , as
of December 31, ,2013 , are true and correct. I further swear (or affirm) that

neither 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:

A N
ANNERYS BETANCES - N> %

Notary Public, State of New York Signature
No. 01BES027452 *
Quatfied In Queens Counly -
4 Cormission ExpiresJuly. ¢ 20.L>

fomar Bt

Nétary Public

Title

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

O (c) Statement of Income (Loss).

[0 (d) Statement of Changes in Financial Condition.

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

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

O (g) Computation of Net Capital.

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

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

O () AReconciliation, 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 15¢3-3.

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

OO0

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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MICHIGAN ASSOCIAT s
AMERICAN INSTTIUTE OF (PAs

INDEPENDENT AUDITOR’S REPORT

To the Members of
Arcadia Securities, LLC
720 Fifth Avenue

10" Floor

New York, NY 10019

Report on the Financial Statements

I have audited the accompanying statement of Financial Condition of Arcadia Securities, LLC, as
of December 31, 2013, filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934
and the related notes to the financial statements.

Management’s Responsibilities for the Financial Statements

Management is responsible for the preparation and fair presentation of theses 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 whether due to
fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. I
conducted my audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that I 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
disclosure 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 risks assessments, the audit 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. An audit also include evaluating the appropriateness of accounting
polices used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

[ believe that the audit evidence 1 have obtained is sufficient and appropriate to provide a basis
for my audit opinion.
Ve Py g,,/«'.’
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Fdward Richardson Jr., CPA




ARCADIA SECURITIES, LLC

STATEMENT OF FINANCIAL CONDITION

December 31, 2013
ASSETS
Cash and cash equivalents $ 21,500
Deposit with clearing broker 100,000
~Receivable from clearing broker 343,960
Securities owned, at fair value 1,622,691
Prepaid expenses and other 14,547
Furniture, equipment, and leasehold improvements, at cost
{net of accumulated depreciation and amortization of $200,117) 14,345
Total assets $ 2,117,043
LIABILITIES-AND MEMBERS' EQUITY
Liabilities
Accounts payable and accrued expenses $ 265,575
Commitments and contingencies
Members' equity 1,851,468
Total liabilities and members' equity $ 2117,043

See notes to financial staterment 1



ARCADIA SECURITIES, LLC

NOTES TO FINANCIAL STATEMENT
B R e e e

December 31, 2013

1. Nature of Operations and Summary of Significant Accounting Policies
Nature of Operations

Arcadia Securities, LLC (the “Company”) is a broker-dealer registered with the Securities and Exchange
Commission (“SEC”) and a member of the Financial Industry Regulatory Authority ("FINRA”). The Company
engages in a single line of business as a securities broker-dealer which comprises several classes of services,
including principal transactions, agency transactions, investment banking, sales of private piacement interests
and other consulting services. . -

The Company has an agreement with its clearing broker to clear securities transactions, carry cus’com ~accounts
on a fully-disclosed basis and perform record keeping functions and accordmgly“operates under the exemptive
provisions of Securities and Exchange Commission Rule 15¢3-3(k)(2)(ii). :

Basis of Presentation

The financial statements have been prepared in conformity with accéantmg principles generally accepted in the
United States of America (“GAAP”) as detailed in the Financial Accounting Standards Board's Accounting
Standards Codification. e, ~

Use of Estimates

The preparation of the financial statements in conformiigi with GAAP requifes management to make estimates and
assumptions that affect the amounts disclosed m the ﬁnancnal statements Actual results could differ from those
estimates. :

Cash Equivalents

Cash equivalents include short-term; highly | ‘Lqu;d investments that are readily convertible to known amounts of
cash and have original maturities of three months or less. The Company considers its investment in a money
market fund to be cash equuvalents

Concentration of Credit Risk

Financial instruments tﬁét:pctentiaify*;;gubject the Company to significant concentrations of credit risk consist
principally of cash which attimes may be in excess of the FDIC insurance limit.

Commissions

Commissions and related clearing expenses are recorded on a trade-date basis as securities transactions occur.
Investment Banking and Fee Income

Investment banking and fee income includes fees earned from providing merger-and-acquisition, financial
restructuring:advisory services, and private placements. Such fees are recognized when the services are
complete, revenues are earned and collection is determined as reasonably assured.

Securities Owned

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they had settled.
Profit and loss arising from all securities transactions entered into for the account and risk of the Company are

recorded on a trade date basis. Customers’ securities fransactions are reported on a settlement date basis with
related commission income and expenses reported on a trade date basis. Securities are recorded at fair value.

See independent auditors’ report. ~ 2



ARCADIA SECURITIES, LLC

NOTES TO FINANCIAL STATEMENT

T T
December 31, 2013

1. Nature of Operations and Summary of Significant Accounting Policies (Continued)

Furniture, Equipment and Leasehold Improvements

Furniture, -equipment and leasehold improvements - are stated at cost less accumulated 'depreciation and
amortization. Depreciation on furpiture and equipment is computed on a straight-line basis over the estimated
useful lives (5-6 years) of the related assets. Leasehold improvements are amortized over the remaining life of

the lease.

Fair Value - Definition and Hierarchy

Fair value is defined as the price that would be received to sell an asset or paid to transfer a ity (i.e., the “exit
price”) in an orderly transaction between market participants at the measurementidate. A fairvalue measurement
assumes that the transaction to sell the asset or transfer the liability occurs in the prmcnpal arket for the asset or
liability or, in the absence of a principal market, the most advantageous market. ‘ f

In determining fair value, the Company uses various valuation approac‘hes‘ A 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. “®bservable inputs are those
that market participants would use in pricing the asset or lia arket data obtained from sources
independent of the Company Unobservable inputs reflect.the Compat sumptions about the inputs market
partncnpants would use in pncmg the asset or Ilabmty de\feloped based on the best information available in the
ased on the inputs as follows:

Level 1 - Valuations based on unadjusted quoted, pric active. markets for identical assets or liabilities that
the Company has the ability to access. Valuation agjus lents are not applied to Level 1 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 a s:gmficant degree of judgment.

Level 2 - Valuations based on quoted ptices in markets that are not active or for Wthh all significant inputs
are observable, either directly or indirectly.

Level 3 - Valuations based ot mputs that are unobservable and significant to the overall fair value
measurement. :

Fair value is a market-based measure, based on assumptions of prices and inputs considered from the
perspective of a market participant that are current as of the measurement date, rather than an entity-specific
measure. Therefore, even when market assumptions are not readily available, the Company’s own assumptions
are set to reflect those that market participants would use in pricing the asset or liability at the measurement date.

The availability of vaiuation techniques and observable inputs can vary from investment to investment and are
affected by a wide variety of factors, including the type of investment, whether the investment is new and not yet
established in the marketplace, the liquidity of markets, 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. 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 a ready
market for the investments existed.

See independent auditors’ report. 3



ARCADIA SECURITIES, LLC

‘ NOTES TO FINANCIAL STATEMENT
Wmcernbem
1. Nature of Operations and Summary of Significant Accounting Policies (Continued)

Fair Value - Definition and Hierarchy (Continued)

Common Stocks

The Company values investments in securities that are freely tradable and are listed on a national securities
exchange or reported on the NASDAQ national market at their last sales price.

To the extent these securities are actively traded and valuation adjustments are not applied, they are categorized

in Level 1 of the fair value hierarchy.

Option Contracts
Options which are listed on major securities exchanges are valued at their last repar;tedfsales price--as of the
valuation date or based on the midpoint of the bid-ask spread at the close of business. Depending on the
frequency of trading, listed options are generally classified in Level 1 or 2 of the fair value hierarchy.

Income Taxes and Deferred Taxes

The Company files its tax return as a partnership, consequently net incomé or loss, in general, is apportioned to
the Members and reported in their personal income tax returns. Singe 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.
Generally, the Company is subject to income tax examinations by major taxing authorities during the three-year

period prior to the period covered by these financial ,s;tateméij{s.

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. -No provision has been made for deferred taxes or for such
differences and for its net operating loss carry forward due to its insignificance.

In accordance with GAAP, the Company’s management is required to determine whether a tax position of the
Company is more likely than not to be sustained upon examination by the applicable taxing authority 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 settiement with the relevant taxing authorities.
Based on its analysis, the Company’s management has determined it has not incurred any liability for
unrecognized tax benefits as.of December 31, 2013. The Company does not expect that its assessment
regarding unrecognized tax benefits will materially change over the next twelve months. However, the
Company’s conelusions may be subject to review and adjustment at a later date based on factors including, but
not limited to, ‘questioning the timing and amount of deductions, the nexus of income among various tax
jurisdictions, compliance with U.S. federal and U.S. state tax laws, and changes in the administrative practices
and precedents of the relevant taxing authorities.

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 year ended
December 31, 2013

See independent auditors’ report. 4



ARCADIA SECURITIES, LLC

NOTES TO FINANCIAL STATEMENT

L}
December 31, 2013

1. Nature of Operations and Summary of Significant Accounting Policies (Continued)
Deposit with Clearing Broker
The Company, per the terms of its clearing agreement, is required to maintain a security deposit with its clearing
broker. Such deposit amounts are refundable to the Company upon termination of the agreement. As of
December 31, 2013, this amount was $100,000.

Receivable from Clearing Broker

The Company clears all security transactions through its clearing broker. Amounts eamed ar recon~ t d monthly
and paid in the subsequent month. As a result, the Company considers the amounts due fro g
to be fully collectible, and accordingly, no allowance has been established as mf December 31,2013. As of
December 31, 2013, the amount due from the broker was $343,960. .

2. Fair Value Measurements

The Company’s assets and liabilities recorded at fair value ha e been categonzed based upon a fair value
hierarchy as described in the Company’s significant accounting in sNote 1. The fotlowmg table presents
information about the Company’s assets measured at fair value as of D

Level 1 Level2 ~  Level3 Total
Assets (at fair value) 4
Securities owned i
Mutual funds $ 1622691 . i - - 3 1,622,691
$ 1622691 - % i~ $ - $ 1,622,691

The Company did not have any level 2 or 3 assets at Décember 31, 2013.
3. Options

The Company is subject to equity risk in'the normal course of pursuing its investment objectives.. The Company
may enter into options to speculate on the price movements of the financial instrument underlying the option, or
for use as an economic hedge against certain equity positions held in the Company’s portfolio holdings. Option
contracts purchased give the Company the right, but not the obligation, to buy or sell within a limited time, a
financial instrument at a contracted price that may also be settled in cash, based on differentials between
specmed mdlces or pnces

For some OTC optsens the Company may be exposed to counterparty risk from the potential that a seller of an
option contract does not sell or purchase the underlying asset as agreed under the terms of the option contract.
The maximum risk of loss from counterparty risk to the Company is the fair value of the contracts and the
premiums. paid to purchase its open option contracts. In these instances, the Company considers the credit risk
of the intermediary counterparty to its option transactions in evaluating potential credit risk.

See independent auditors’ report. 5



ARCADIA SECURITIES, LLC

NOTES TO FINANCIAL STATEMENT

w

December 31, 2013
4. Furniture, Equipment and Leasehold Improvements

At December 31, 2013, the furniture, equipment and leasehold improvements consist of the following:

Computer equipment $ 114,525
Furniture and fixtures 57,126
Leasehold improvements 42,811

214,462
Less accumulated depreciation and amortization (200.117)

$ 14345

5.. Net Operating Loss

At December 31, 2013, the Company had accumulated net operating loss carrryforwards for New York City
unincorporated business tax purposes of approximately $61,000 which are- available to offset future taxable
income through 2021 to be reported on the Company’s tax returns. It is anticipated the entire net operating loss
will be utilized in 2013, f E

6. Related Party Transactions

At December 31, 2013, the Company provides supportj;{ﬁd ad/gpiznistra‘tiv‘e services to an affiliate of the Company.
For:the year ended December 31, 2013, the Company earned $12,000 for these services, which is included in

other income in the accompanying statement of operations.

7. -Net Capital Requirement

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule (SEC Rule
15¢3-1) which requires the Company to maintain a minimum net capital at an amount equal to the greater of 6
2/3% of aggregate indebtedness or.$100,000, and a ratio of aggregate indebtedness to net capital not exceeding
15 to 1, both as defined. At,Deceymkber 31, 2013, the Company had net capital of $1,790,123, which was
$1,690,123 in excess of its required minimum net capital of $100,000. At December 31, 2013, the Company’s
ratio of aggregate indebtedness to net capital was .15 to 1.

8. Off-Balance-Sheet Risks

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

broker, onva fully disclosed basis. All of the customers’ money balances and 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. The
Company bears the risk of financial failure by its clearing broker-dealer. If the clearing broker-dealer should
cease doing business, the Company’s receivables from such clearing broker-dealer could be subject to
forfeitures:

In accordance with industry practice and regulatory requirements, the Company and the clearing broker monitor
collateral on the customers’ accounts introduced by the Company. The Company’s financial instruments,
including cash and cash equivalents, deposit with clearing broker, receivable from clearing broker, prepaids, other
assets, accounts payable and accrued expenses are carried at amounts that approximate fair value, due to the
short term nature of the instruments.

See independent auditors’ report. 6



ARCADIA SECURITIES, LLC

NOTES TO FINANCIAL STATEMENT
R

December 31, 2013
9. Occupancy Costs and Rental Income

The Company leases its office space under an operating lease for a term of five years which expire on April 30,
2017. Thelease contains escalation provisions for increases in operating expenses and real estate taxes.

Future minimum lease payments are as follows:

For the Year Ending December 31 Amount
2014 $ 429,828
2015 441,252
2016 446,964
2017 : 148,988
$ 1467032

10. Commitments and Contingencies

Indemnifications

In the normal course of its business, the Company indemnifies certain service providers, such as
clearing and custody agents, trustees and administrators, againsl ential losses in connection with
them acting as an agent of, or providing services to, the Company or its affi liates. The Company also indemnifies
some clients against potential losses incurred in the event spegified thlrd -party service providers, including sub-
custodians and third-party brokers, improperly execute {ransactions. The maximum potential amount of future
payments that the Company could be required to make ,under thgese 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 liabilityin the financial statements for these indemnifications.

The Company provides representahons and warranties to counterpames in connection with a variety  of
commercial transactions and occas;onany indemnifiesthem against potential losses caused by the breach of
those representations and warranties. The Cempany may also provide standard indemnifications to some
counterparties to protect them in the event additiohal taxes are owed or payments are withheld, due either to a
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 coul requrred 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 habthty in the financial statements for these indemnifications.

Litigation

In the normal course of business activities, the Company is subject to mqumes and other various legal actions.
These matters could result in legal settlements. It is management's belief after consultation with counsel that the
outcome of any resulting actions will not be material, and will not have a material adverse effect on the financial
position of the Company.

11. Subsequent Events
Management of the Company has evaluated events ‘and transactions that may have occurred since December

31, 2013 and determined that there are no material events that would require disclosures in the Company’s
financial statements.

See independent auditors’ report. 7



