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| JOHN TOROLA

OATH OR AFFIRMATION

, swear (or afﬂrm)

my knowledge and belicf the accompanying financxal statement and supporting schcdules pertaining to the firm of

ALPACA SECURITIES LLC -

that, to the best of

, as

of_NOVEMBER 30

, 20 18 , are true and correct. 1 further swear (or affirm) that -

neither the company nor any partner, proprictor, principal officer or director has any propnetary interest in any account

classificd solely as that ofa customer, except as follows:

9=l

s s

Signature

PHESIDENT, CCO, COO

Title

Notary Public

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

3 (a) Facing Page.

B4 (b) Statement of Financial Condition.

(d) Statement of Changes in Financial Condition.

g (¢) Statement of Income (Loss).

(e¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capltal
[ () Statcment 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 Posscssion or Control Requircments Under Rule 15¢3-3.

() A Rcconciliation, 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 mcthods of

consolidation.

(1) An Oath or Affirmation. .
@ (m) A copy of the SIPC Supplemental Report
O (n) Areport descrlbmg any material madequacxes found to exist or found to have existed since the datc of the previous audit.

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

A notary public or other officer completing this certificate
verifies only the identity of the individual who signed the
document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document.

stateof __ CA

County of

Subscrlbed and sworn to (or affirmed) before me on this Qﬁﬁayvof /Tnhu aN}f

{m Torola ——

2019 —

the person who app
Notary Public _

re

efor
o

r‘nn'luumunmnmmmummmmmumummunmnmunmlmlnn

) i E
: COMM. #214708 =
A},- NOTARY PUBLIC- CAUFgRNIA a
SANTACLARACOUNTY &

E

ViR My Comm, Exp. April 15,
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proved to me on the basis of satisfactory ev:dences to be
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@ALVAREZ & ASSOCIATES, INC

CERTIFIED PUBLIC ACCOUNTANTS
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Directors and Equity Owners of Alpaca Securities ILLC:

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Alpaca Securities LLC (the "Company") as
of November 30, 2018, the related statements of operations, changes in member’s equity, and cash flows for the
period March 26, 2018 to November 30, 2018, and the related notes (collectively referred to as the "financial
statements"). In our opinion, the financial statements present fairly, in all material respects, the financial position of
the Company as of November 30, 2018, and the results of its operations and its cash flows for the period March 26,

2018 to November 30, 2018, in conformity with accounting principles generally accepted in the United States.

Basis for Opinion

These financial statements arc the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company's financial statements based on our audit. We are a public accounting firm registered with
the Public Company Accounting Oversight Board (United States) ("PCAOB") and arc required to be independent
with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We belicve that our audit provides a reasonable basis for our opinion.

Supplemental Information

The information contained in Schedules I, II, and III (“Supplemental Information”) has been subjected to audit
procedures performed in conjunction with the audit of the Company’s financial statements. The Supplemcntal
Information is the responsibility of the Company’s management. Our audit procedures included determining
whether the Supplemental Information reconciles to the financial statements or the underlying accounting and other
records, as applicable, and performing procedures to test the completeness and accuracy of the information
presented in the Supplemental Information. In forming our opinion on the Supplemental Information, we evaluated
whether the Supplemental Information, including its form and content is presented in conformity with 17 C.F.R. §
240 17a-5. In our opinion, Schedules 1, 11, and 111 is fairly stated, in all material respects, in relation to the financial

1ents taken as a whop

Liwm‘wﬁf e .
Alvarez & Associates, Inc,
We have served as the Con;pany's auditor since 2018.

Northridge, California
~January 28, 2019

9221 Corbin Avenue Suite 165 A
@ 818-451-4661 Northridge, California 91324

_ www.AAICPAs.com &



ALPACA SECURITIES LLC

Statement of Financial Condition

November 30, 2018
ASSETS
Cash and cash equivalents $ 134,998
Due from clearing broker 900
Clearing firm deposit 250,134
Prepaid expenses and other current assets 5,236
Total assets 3 391,268

LIABILITIES AND MEMBER'S EQUITY

Liabilities
Accounts payable and accrued expenses $ 16,786
Due to clearing broker 10,920
Intercompany payable . 25,200
Total liabilities 52,906
Member's Equity 338,362
TOTAL LIABILITIES AND MEMBER'S EQUITY $ 391,268

See accompanying notes to financial statements. 2



ALPACA SECURITIES LLC

STATEMENT OF OPERATIONS

Period March 26, 2018 to November 30, 2018
Revenues: $ 729
Expenses:
Floor brokerage, exchange, and clearing fees 78,009
Professional fees 66,880
Management fees paid to affiliate 118,314
Regulatory fees 19,750
Technology, data, and communication fees 6,805
Other fees 7,643
297,401
Net Loss from operations $ (296,672)

See accompanying notes to financial statements. 3



ALPACA SECURITIES LLC

STATEMENT OF CHANGES IN MEMBER'S EQUITY

—

Period March 26, 2018 to November 30, 2018

Beginning Balance, March 26, 2018

$ 335,034
Capital Contributions 300,000
Net loss (296,672)
Balance, November 30, 2018 $ 338,362

See accompanying notes to financial statements.



ALPACA SECURITIES LLC

STATEMENT OF CASH FLOWS

Period March 26, 2018 to November 30, 2018
Cash flows from operating activities
Net loss ' $ (296,672)
Adjustments to reconcile net loss to net cash used by
operating activities:
Changes in assets and liabilities:
Due from clearing broker (800)
Clearing firm deposit (150,130}
Prepaid expenses and other current assets (2,582)
Accounts payable and accrued expenses 11,565
Intercompany payable 14,661
Due to clearing broker 10,920
Net cash used by operating activities (413,138)
Cash flows from financing activities
Capital contributions 300,000
Net cash provided by {(used in) financing activities 300,000
Net increase (decrease) in cash and cash equivalents (113,138)
Cash and cash equivalents, beginning of period 248,136
Cash and cash equivalents, end of period $ 134,998
5

See accompanying notes to financial statements.



NOTES TO FINANCIAL STATEMENTS

1. Nature of business and summary of significant accounting policies

Nature of Business and Organization

Alpaca Securities LLC (the "Company") is a wholly owned subsidiary of AlpacaDB, Inc. ("Parent"). The Company is a
registered broker-dealer with the Securities and Exchange Commission ("SEC") and is a member of the Financial
Industry Regulatory Authority ("FINRA") and was approved to commence operations by FINRA as of March 26, 2018.
The Company currently acts as an introducing broker for listed securities, and retails corporate equity securities over-
the-counter.

The Company operates under Rule 15¢3-1 of the Securities Exchange Act of 1934, where the requirement is to
maintain sufficient liquidity in order to cover the Company's obligations. The Company executes and clears its
customer securities transactions on a fully disclosed basis with Apex Clearing Corporation ("Apex”). The clearing
broker-dealer carries all of the accounts of the customers and maintain and preserve all related books. Receivables
from and payables to clearing broker reflected in the statement of financial condition are amounts due from and to the

broker at November 30, 2018.
Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the
United States of America (“GAAP").

Use of Estimates

The preparation of financial statements in conformity with GAAP requires the Company's management to make
estimates and assumptions that affect the amounts disclosed in the financial statements. Actual results could differ from

those estimates.

Revenue Recognition

The Company recognizes interest income on customer balances introduced to the clearing broker-dealer by the
Company. The clearing broker-dealer pays interest income to the Company and the interest income is recognized as
earned.

The Company recognizes payment for order flow from the executing broker-dealer and is recorded as earned.

e p e et et e Aot et et ettt e ettt
See report of Independent Registered Public Accounting Firm Page 6




NOTES TO FINANCIAL STATEMENTS

|
Income Taxes

The Company is a single-member limited liability company, which is a disregarded entity for federal and state income
tax purposes, and is not subject to taxes on its income. The Parent of the Company is a “C" Corporation. There is
no tax-sharing agreement in place, and accordingly, the Company has not provided for federal or state income taxes
for the period March 26, 2018 to November 30, 2018.

In accordance with GAAP, the Company 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, including resolution of any related
appeals or litigation processes, based on the technical merits of the position. The tax benefit {o be recognized is
measured as the largest amount of benefit that is greater than fifty percent likely of being realized upon ultimate
settiement. De-recognition of a tax benefit previously recognized could result in the Company recording a tax liability
that would reduce member’s equity. This policy also provides guidance on thresholds, measurement, de-recognition,
classification, interest and penalties, accounting in interim periods, disclosure, and transition that is intended to
provide better financial statement comparability among different entities. Management's conclusions regarding this
policy may be subject to review and adjustment at a later date based on factors including, but not limited to, on-going
analyses of and changes to tax laws, regulations and interpretations thereof.

The Company files its income tax returns in various state and local jurisdictions. Any potential examinations may
include guestioning the timing and amount of deductions, the nexus of income among various tax jurisdictions and
compliance with state and local tax laws. The Company's management does not expect that the total amount of
unrecognized tax benefits will materially change over the next twelve months.

See report of Independent Registered Public Accounting Firm Page 7



NOTES TO FINANCIAL STATEMENTS

2. Due from clearing broker

Pursuant to its clearing agreement, the Company introduces all its securities transactions to its clearing brokers on a
fully disclosed basis. Customers’ money balances and security positions are carried on the books of the clearing broker.
In accordance with the clearance agreement, the Company has agreed to indemnify the clearing broker for losses, if
any, which 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. As of November 30, 2018, the due from clearing broker of $900 are pursuant to these
clearing agreement.

3. Clearing firm deposit

The Company has a brokerage agreement with its clearing firm to carry its accounts and the accounts of its clients as
customers of the clearing firm. The clearing firm has custody of the Company’s cash balances which serve as collateral
for any amounts due to the clearing firm as well as collateral for securities sold short or securities purchased on margin.
Interest is paid monthly on these cash deposits. The balance at November 30, 2018 was $250,134.

4. Related party transactions

The Company has an expense sharing agreement with its Parent. The Parent performs and provides certain functions
for the Company, including office facilities, payroll services, insurance, professional services, and technology. In
accordance with the terms of this agreement, the Company was charged approximately $118,314 for these services,
for the period March 26, 2018 to November 30, 2018.

The intercompany payable represents unpaid amounts due to Parent of approximately $25,200 at November 30, 2018
and is included on the accompanying statement of financial condition.

5. Net capital requirement

The Company, as a member of FINRA, is subject to the Securities and Exchange Commission Uniform Net Capital
Rule 15¢3-1. This rule requires the maintenance of minimum net capital and that the ratio of aggregate indebtedness
as defined to net capital, shall not exceed 15 to 1. The rule also provides that equity capital may not be withdrawn or
cash dividends paid if the resulting net capital ratio would exceed 10 to 1. At November 30, 2018, the Company’s net
capital was approximately $333,126 which was approximately $326,513 in excess of its minimum net capital of $6,613.
This minimum net capital is based upon a higher first year requirement of 12.5% aggregated indebtedness versus an
ongoing 6.67% post the first year of operation.

e e ]

See report of Independent Registered Public Accounting Firm Page 8



NOTES TO FINANCIAL STATEMENTS

6. Off-balance sheet risk and concentrations of credit risk

In the normal course of business, the Company's customer activities involve the execution, settlement, and financing
of various customer securities transactions. These activities may expose the Company to off-balance-sheet risk in the
event the customer or other broker is unable to fulfill its contracted obligations.

The Company maintains cash in bank accounts which, at times, may exceed federally insured limits. The Company
is subject to credit risk to the extent any financial institution with which it conducts business is unable to fulfill
contractual obligations on its behalf.

7. Commitments and contingencies

The Company has entered into a fully disclosed clearing agreement with Apex Clearing Corporation. The agreement
requires minimum monthly charges that total an aggregate of $75,000 for the period March 26, 2018 to November 30,
2018.

In the normal course of business, the Company may be involved in disputes, claims or assessments from time to time.
The Company is not aware of any such matters that would have a material impact on its financial statements.

The Company incurred significant lesses in the current period associated with becoming a new entrant into its industry.
Similar startup costs are not projected for the next fiscal period. The company has significant liquid funds to continue
its operations and meet its obligations that are due within one year following the date that the financial statements are
issued.

8. Subsequent events

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

e e ]

Seerreport of Independent Registered Public Accounting Firm Page 9



NOTES TO FINANCIAL STATEMENTS

9. Recently issued accounting pronouncements

Financial Accounting Standards Board (“FASB”) Accounting Standards Update ("ASU") No. 2014-09, Revenue from
Contracts with Customers ("ASU 2014-09") applies to contracts with customers to transfer goods or services and
contracts to transfer nonfinancial assets unless those contracts are within the scope of other standards (for example,
lease transactions). The update supersedes the revenue recognition requirements in Topic 605, Revenue Recognition,
and most industry-specific guidance. The core principle of the guidance is that revenue is recognized to depict the
transfer of promised goods or services to customers in an amount that reflects the consideration the Company expects
to be entitled to in exchange for those goods or services. The update is effective for annual periods beginning after
December 15, 2017. The Company has evaluated the impact of ASU 2014-09 on the Company's consolidated financial
statements and related disclosures and determined there is no material impact.

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) (“ASU 2016-02"). ASU 2016-02 requires
that, at lease inception, a lessee recognize in the statements of financial condition a right-of-use asset representing the
right to use the underlying asset for the lease term, and a lease liability representing the liability to make lease payments.
The ASU also requires that for finance lease leases, a lessee recognize interest expense on the lease liability,
separately from the amortization of the right-to-use asset in the statements of operations, while for operating leases,
such amounts should be recognized as a combined expense in the statements of operations. In addition, ASU 2016-
02 requires expanded disclosures about the nature and terms of lease agreements and is effective for annual reporting
periods beginning after December 15, 2018, including interim periods within that reporting period. Early adoption is
permitted. The Company is evaluating the effect of ASU 2016-02 on its statement of financial condition and on net
capital.

10. Exemption from Rule 15¢3-3

The Company is exempt from the Securities and Exchange Commission Rule 15¢3-3 pursuant to the exemptive
provisions of subparagraph (k)(2)(ii).

]
See report of Independent Registered Public Accounting Firm Page 10



ALPACA SECURITIES LLC
Schedule |

SUPPLEMENTARY INFORMATION
COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

November 30, 2018
Member's equity $ 338,362
Less nonallowable assets:

Prepaid expenses and other assets 5,236
Net capital 333,126
Aggregate indebtedness 52,906

Minimum net capital is the greater of:
Computed minimum net capital required

(12.5% of aggregate indebtedness) 6,613
Minimum net capital required (under SEC Rule 15¢3-1) 5,000.
Excess net capital 326,513
Percentage of aggregate indebtedness to net capital 16%

There are no material differences between the computation of net capital presented above and the computation
of net capital in the Company's unaudited Form X-17A-5, Part II-A filing as of November 30, 2018.

See accompanying notes to financial statements.



Alpaca Securities LLC
Schedule Il - Computation for Determination of Reserve Requirements Under
Rule 15¢3-3 of the Securities and Exchange Commission
November 30, 2018

The Company is exempt from the provision of Rule 15¢3-3 under paragraph (k)}(2)(ii) in that the Company carries no
accounts, does not hold funds or securities for, or owe money or securities to customers. Accordingly, there are no
items to report under the requirements of this Rule.

e 0o
See report of Independent Registered Public Accounting Firm Page 11



Alpaca Securities LLC
Schedule 1l - Information Relating to Possession or Control Requirements Under
Rule 15¢3-3 of the Securities and Exchange Commission
November 30, 2018

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of 1934, pursuant to
paragraph (k)(2)(ii) of the rule.

e ]
See report of Independent Registered Public Accounting Firm Page 12



o @ALVAREZ & ASSOCIATES, INC

CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Directors and Equity Owners of Alpaca Securitics LLC:

We have reviewed management's statements, included in the accompanying Assertions
Regarding Exemption Provisions, in which (1) Alpaca Securities LLC identified the following
provisions of 17 C.F.R. § 15¢3-3(k) under which Alpaca Securities LLC claimed an exemption
from 17 C.F.R. § 240.15¢c3-3: (k)(2)(ii) (the "excmption provisions") and (2) Alpaca Securities
LLC stated that Alpaca Securities LLC met the identified exemption provisions throughout the
period March 26, 2018 to November 30, 2018, without cxception. Alpaca Securities LLC’s
management is responsible for compliance with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required
procedures to obtain evidence about Alpaca Securities LLC's compliance with the exemption
provisions. A review is substantially less in scope than an examination, the objective of which is
the expression of an opinion on management's statements. Accordingly, we do not express such
an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material respects,
bascd on the provisions set forth in paragraph (k)(2)(ii) of Rule 15¢3-3 under the Securities
Exchange Act of 1934,

dQM‘oﬁz/ » St e |

.

Alvarez & Associates, Inc.

Northridge, California
January 28, 2019

9221 Corbin Avenue Suite 165 A
@ 818-451-4661 Northridge, California 91324

— www.AAICPAs.com &




Alpaca Securities LLC
Exemption Report

Alpaca Securities LLC (the “Company”) is a registered broker-dealer subject to Rule 17a-5

promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, “Reports to be

made by ccrtain brokers and dealers”). This Exemption Report was prepared as required by 17

gll;‘R § 240.17a-5(d)(1) and (4). To the best of its knowledge and belief, the Company states the
ollowing:

(1) The Company claimed an exerhption from 17 C.F.R. § 240.15¢3-3 under the following
provisions 017 C.F.R. § 240.15¢3-3(k)(2)(ii).

(2) The Company met the identified exemption provisions in 17 C.F.R. § 240.15¢3-3(k)(2)(ii)
throughout the period March 26, 2018 to November 30, 2018 without exception.

Alpaca Securities LLC

1, John Torola, affirm that, to my best knowledge and belief, this Exemption
Report istrue and correct.

dent, COO and CCO




