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W

OATH OR AFFIRMATION

1, Budge Callins , swear (or affirm) that, to the best of

my knowledge and belief the accompanylng financial statement and supporting schedules pertaining to the firm of
Collins/Bay Island Securities, LLC

, as
of Pecember 31 ,2018 , ere true and correct. | further swear (or affirm) that
neithor the company nor any partner, proprietor, princlpal officer or director has any proprietary interest In any account
classified solely as that of a customer, except as follows: '

Notary Public - State of Colorado
—Notary |D 20064004186
My Commisslon Explres Apr 12, 2022

%’ Slgnature

J_@&J'M , ) _4.@;//9

Tithe-

/ Notary Public \/26 [ 19 o

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

(a) Faclng Page,

(b) Statetmont of Financial Condition.

(c) Statement of [ncome (Loss).

(d) Statement of Changes In Financial Conditlon.

(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors® Capltal,

(f) Statement of Changes in Liabilitles Subordinated to Claims of Creditors,

{g) Computation of Net Capital.

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

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

() A Reconclliation, 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.

(k) A Reconcillation between the audited and unaudited Statements of Financlal Condition with respect to methods of
consolidation, ’

(1) An Oath or Affirmation,

(m) A copy of the SIPC Supplemental Report, :
{1 (n) Areportdescribing any material inadequacies found to exlst or found to have existed since the date of the previous audit.

**For condilions of confidential reatment of cerfalii portions of this fillng, see section 240.17a-5(e)(3).
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. BRIAN W. ANSON
Certified Public Accountant
18401 Burbank Blvd., Sulte 120, Tarzana, CA 91356 = Tel, (818) 636-5660 * Fax (818) 401-8818

~

‘REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Sharcholder’s and Board of Members of Collins/Bay Island Securities, LLC

Opinion on the Financial Statements
T have audited the accompanying statement of financial condition of Collins/Bay Island Securities, LLC as
of December 31, 2018, the related statements of income, changes in member’s cquity, and cash flows for
the year then ended, and the related notes (collectively referred to as the financial statements). In my
" opinion, the financial statements present fairly, in all material respects, the financial position of Collins/Bay
Island Securities, LLC as of December 31,2018, and the results of its operations and its cash flows for the
year then ended in conformity with accounting principles generally accepted in the United States of
America.

. Basls for Opinion

Thess financial statements are the responsibility of Collins/Bay Island Securities, LLC *s management, My
responsibility is to express an opinion on Collins/Bay Island Securities, LLC ’s financial statements based
on my audit. I am a public accounting firm registered with the Public Company Accounting Oversight
Board (United States) (PCAOB) and em required to be independent with respect to Collins/Bay Island
Securities, LLC in accordance with the U.S. federal sccurities laws and the applicable rules and regulations
of the Securities and Bxchange Commission and the PCAOB.

I conducted my audit in accordance with the standards of the PCAOB. Those standards require that I 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. My audit included performing procedures to assess
the risks of material misstatement of the financial statoments, 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. My audit also included evaluating the
accounting principles used and significant estimates made by management, as cvaluating the overall
presentation of the financial statements. I believe that my audit provides a reasonable basis for my opinion.

Supplemental Information

The information contained in Schedule J, II, and IIT (“Supplemental Information™) has been subjected to
andit procedures performed in conjunction with the audit of the Company’s financial statements. The
Supplemental Information is the responsibility of the Company’s management, My sudit 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 my opinion on the
- Supplemental Information, I evaluated whether the Supplemental Information, including its form and
content is presented in conformity with 17 C.F.R. § 240.17a-5. In my opinion, Schedules I, I, and III are
fairly stated, in all material respects, in relation to the financial statements taken as & whole.

Brian W, Anson

Certified Public Accountant

I have served as Collins/Bay Island Securities, LLC ’s auditor since 2014,
Tarzana, California

January 28, 2019




COLLINS/BAY ISLAND SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

—

December 31, 2018

ASSETS
Cash and cash equivalents $ 406,532
Securities owned, at fair value 5,398,800
Securities not readily marketable, at fair value 304,593
Accounts recelvable . 238,877
Property and equipment, net of accumulated depreciation of $560,604 273,887
Other assets 25,657
$ 6,648,346
LIABILITIES AND MEMBER'S EQUITY
Liabliities
Accounts payable and accrued expenses $ 76,138
Accrued pension and profit sharing contributions 119,068
Due to member 34,888
Total liabilities 230,094
Member's equity 6,418,252
$ 6,648,346

The accompanying notes are an Integral part of these financial statements 3




COLLINS/BAY ISLAND SECURITIES LLC

STATEMENT OF INCOME

e

Year Ended December 31, 2018

Revenues
Administrative fees - referral revenues on management fees $ 1,679,441
Administrative fees - referral revenues on performance fees 637,594
Unrealized appreciation on securities 84,650
Interest and dividend income 44,847
Total revenues 2,446,632

Expenses
Payroll and payroll taxes 763,236
Promotion and trave! 391,197
Employee benefits 152,909
Rent 136,561
Professional fees 54,208
Deprecilation 62,129
Other 122,940
Total expenses 1,683,180
Net Income before income taxes 763,352
Income tax expense ‘ 800
Net income $ 762,552

The accompanying notes are an Integral part of thess financlal statements 4




COLLINS/BAY ISLAND SECURITIES LLC

STATEMENT OF CHANGES IN MEMBER'S EQUITY

#

Year Ended December 31, 2018

Member's equity, beginning of year $ 6,880,700
Member distributions (1,225,000)
Net income 762,652
Member's equity, end of year "8 6,418,252

The accompanying notes are an integral part of these financlal statements 5




COLLINS/BAY ISLAND SECURITIES LLC

STATEMENT OF CASH FLOWS

#
Year Ended December 31, 2018

Cash flows from operating activities
Netincome $ 762,552
Adjustments to reconclle net income to net cash provided by
operating activities:

Depreciation ) 62,129
Unrealized appreciation on securities (84,650)
Changes In operating assets and liabilities:
Accounts receivable 211,041
Other assets 3,435
Accounts payable and accrued expenses (16,519)
Net cash provided by operating activities 937,988
Cash flows from investing activities
Proceeds from sale of securities 472,071
Purchases of property and equipment (27,733)
Net cash provided by Investing activities 444,338
Cash used in financing activities
Member distributions (1,225,000)
Net Increase In cash and cash equivalents 167,326
Cash and cash equivalents, beginning of year 249,206
Cash and cash equlvalents, end of year $ 406,532
Income taxes paid $ 800
Interest pald ’_ $ -

—————————

The accompanying notes are an Integral part of these financial statements 6




COLLINS/BAY ISLAND SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

RS

1. Nature of operations and summary of significant accounting policies
Nature of Operations

Collins/Bay Island Securities LLC (the "Company”), a Delaware limited liabllity company, is a registered broker-dealer
with the Securities and Exchange Commission (*SEC”) and Is a member of the Financial Industry Regulatory
Authorlty (‘FINRA”). The Company specializes In marketing third-party private Investments.

The Company Is exempt from the Securlties and Exchange Commission Rule 16¢3-3 and, therefore, is not required
to maintain a “Special Reserve Account for the Exclusive Benefit of Customers.”

Basis of Presentation

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

Management has reviewed the results of operations for the period of time from December 31, 2018 through
January 28, 2019, the date the financlal statements were available to be Issued, and has determined that no
adjustments are necessary to the amounts reported In the accompanying financial statements, nor have any
subsequent events occurred, the nature of which would require disclosure.

Cash Equivalents
The Company considers its investment in a short-term money market fund to be a cash equivalent
Valuation of Investments In Securities and Securities at Falr Value — Definltion and Hierarchy

In accordance with GAAP, fair value is defined as the price that would be received to sell an asset or paid to
transfer a liabllity (i.e., the “exit price") in an orderly transaction between market participants at the measurement
date.

In determining falr value, the Company uses various valuation approaches. In accordance with GAAP, 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 be used when available. Observable
inputs are those that market participants would use In pricing the asset or liability based on market data obtained
from sources independent of the Company. Unobservable Inputs reflect the Company's assumptions about the
Inputs market participants would use In pricing the asset or liabllity developed based on the best information
avallable in the circumstances. The falr value hierarchy is categorized into thres levels based on the Inputs as
follows:

Level 1 - Valuations based on unadjusted quoted prices In active markets for Identical assets or liabllities that
the Company has the abllity to access. Valuation adjustments and block discounts are not applied to Level 1
securities. Since valuations are based on quoted prices that are readily and regularly available in an active
market, valuation of these securities does not entail a significant degree of judgment.

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

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

7




COLLINS/BAY ISLAND SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

o e

1. Nature of operations and summary of significant accounting policies (continued)
Valuation of Investments in Securities and Securities at Falr Value - Definition and Hierarchy (continued)

The avallability of valuation techniques and observable inputs can vary from security to security and is affected by
a wide variety of factors including, the type of security, whether the security Is new and not yet established in the
marketplace, 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. Those estimated values do not necessarily represent the amounts that may be ultimately realized
due to the occurrence of future circumstances that cannot be reasonably determined. 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 securities existed. Accordingly, the degree of judgment exercised by the
Company In determining fair value is greatest for securities categorized in Level 3. In certain cases, the inputs
used to measure falr value may fall Into different levels of the fair value hierarchy. In such cases, for disclosure
purposes, the level In the falr value hierarchy within which the falr value measurement In its entirety falls is
determined based on the lowest level input that Is significant to the fair value measurement.

Fair value is a market-based measure considered from the perspective of a market participant 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 Company uses prices and Inputs that are current as of the measurement date, Including
perlods of market dislocation. In perlods of market dislocation, the observability of prices and inputs may be
reduced for many securlties. This condition could cause a security to be reclassified to a lower level within the falr
value hlerarchy.

Valuation Techniques

Investments in Securities

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 as of the last business day of the year.

Investments In Private Investment Companies

Investments in private Investment companles are valued, as a practical expedient, utilizing the net asset valuations
provided by the underlying private investment companies, without adjustment, when the net asset valuations of the
investmenis are calculated (or adjusted by the Company If necessary) In a manner consistent with GAAP for
investment companles. The Company applies the practical expedient to Its investments in private Investment
companies on an Investment-by-investment basls, and consistently with the Company’s entire position In a particular
Investment, unless it is probable that the Company will sell a portion of an investment at an amount different from the
net asset valuation. If it is probable that the Company will sell an investment at an amount different from the net
asset valuation or In other situations where the practical expedient Is not available, the Company considers other
factors in addition to the net asset valuation, such as features of the Investment, including subscription and
redemption rights, expected discounted cash flows, transactions in the secondary market, bids received from
potential buyers, and overall market conditions in its determination of fair value.




COLLINS/BAY ISLAND SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

S

Nature of operations and summary of slgnificant accounting policies (continued)
ASC 606 Revenue Recognition
1. Revenue
A. Significant accounting policy

Revenue Is measured based on a consideration specified in a contract with & customer, and excludes any sales
incentives and amounts collected on behalf of third parties. The Company recognizes revenue when it satisfied a
performance obligation by transferring control over a product or service to a customer.

Taxes and regulatory fees assessed by a government authority or agency that are both imposed on and
concurrent with a specified revenue-producing transaction, that are collected by the Company from a customer,
are excluded from revenue.

B. Nature of services

The following is a description of activities — separated by reportable segments, per FINRA Form *Supplemental
Statement of Income (SSOI)*, from which the Company generates its revenue categorizations. For more detailed
Information about reportable segments, see below.

Fees earned: This includes fees earned from affillated entities; Investment banking fees; M&A advisory;
account supervision and investment advisory services; administrative fees; revenue from research services;
rebates from exchanges, ECNs, and ATSs; 12b-1 fees; Mutual fund revenue other than concessions or 12b-
1 fees; execution services; clearing services; fees earned on customer bank sweep (FDIC insured products)
programs; fees earned from sweep programs into '40 Act Investments; networking fees from ‘40 Act
companles; and other fees.

Net Galns or Losses on Principal Trades: This includes all realized and unrealized gains and losses from
proprletary trading and market making activities and net gains or losses from “riskless” principal transactions.

InteresVRebate/Dividend Income. This Includes rebates and/or Interest eared on Securities borrowings;
reverse repurchase transactions; Margin interest; interest earned from customer bank sweep Into FDIC
insured products and '40 Act Investments, and any Interest and/or dividends on securities held in Firm
inventory,

2. Changes in Accounting Policy:

The Company adopted Topic 606 “Revenue from Contracts with Customers” with a date of January 1, 2018.
As a result, It has changed its accounting policy for revenue recognition as detailed below.

The Company applied Topic 606 using the cumulative effect method — i.e. by recognizing the cumulative
effect of initially applying Topic 606 as an adjustment to the opening balance of equity at January 1, 2018.
This was immaterial. Therefore, any prior reporting information has not been adjusted and continues to be
reported under Topic 606. The detalls of the significant changes and quantitative Impact of the changes are
set out below.




COLLINS/BAY ISLAND SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

e

1. Nature of operations and summary of significant accounting policles (continued)

The accounting for the Combany's proprietary trading operations and lending activities (including securities
lending and repurchase obligations) are not considered within the scope of Toplc 606.

Advisory services contracts for public and carporate finance activities may contain a varlety of promised
goods and services. The Company may be engaged to assist Its client and may promise such services as
referring accounts obtained for third party-investment companies. The Company will need to determine
whether each promised good or service Is capable as being distinct and distinct in the context of the contract
because they are an Input to the combined output of providing the referral services. The Company will apply
slgnificant judgement to identify the performance obligations and different conclusions may be reached
based upon the specific terms ‘and conditions of the contract. Many contracts contain variable considerations
(e.g. performance fees). The amount of variable conslderation the Company can Include will be limited to the
amount for which it Is probable that a significant revenue reversal will not occur when the uncertainties
related to the variability are resolved. The Company will recognize the consideration allocated to specific
performance obligations when, or as, those performance obligations are satisfied. Retalner fees
(nonrefundable) and performance fees would not be recognized until the performance obligation has been
satisfied (such as the funding of the investment). This may result in a change in the timing of recognition of
the retainer fee or performance fee compared to current practice prior to the adoption of Topic 606.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles 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 reported amounts of
revenues and expenses during the reporting period. Accordingly, actual results may differ from those estimates.

The fair value of Investments Is based on management estimates, Management reviews its estmates on an
annual basis and, where necessary, makes adjustments prospectively.

Property and Equipment

Property and equipment Is recorded at cost and depreclated using the stralght-line method over estimated useful
lives of three to seven years. Expenditures for major renewals and Improvements are capitalized while minor
replacements, malntenance and repalrs that do not Improve or extend the Iife of such assets are charged to
expense. Galns or losses on disposal of property and equipment are reflected in operations. The Company
capitalizes all purchases In excess of $1,000.

Income Taxes

The Company Is a limited liability company, and treated as a partnership for Income tax reporting purposes. The
Internal Revenue Code ("IRC") provides that any income or loss is passed through to the members for federal and
state income tax purposes.

At December 31, 2018, management has determined that the Company had no uncertain tax positions that would
require financlal statement recognition. This determination will always be subject to ongoing reevaluation as facts
and circumstances may require. The Company remains subject to U.S. federal and state income tax audits for all
periods subsequent to 2014,

10




COLLINS/BAY ISLAND SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

o

3. Property and equipment

Property and equipment consists of the following at December 31, 2018:

Automobile $ 192,759
Leasehold Improvements 106,016
Office equipment , 34,497
Furniture and equipment 501,219
Less: accumulated depreciation (560,604)
Property and equipment, net $ 273,887

Depreciation expense for the year ended December 31, 2018 was $62,129.

4. Commitment

The Company leases office space under a non-cancellable operating lease expiring in June 2019. Aggregate
future minimum annual rental payments In the years subsequent to 2018 are as follows:

Year ending,
2019 60,858

Rent expense for the year ended December 31, 2018 was $136,561.

5. Net capital requirement

The Company Is subject to the SEC Uniform Net Capital Rule 15¢3-1. This rule requires the maintenance of
minimum net capital, maintenance of the ratio of aggregate indebtedness to net capital, both as defined, not to
exceed 15 to 1, and compliance with restrictions on withdrawal of equity capital or cash dividends If the resulting net
capital ratio would exceed 10 o 1. At December 31, 2018, the Company's net capital was $5,027,645 which was
$5,012,305 in excess of its minimum net caplital requirement of $15,340. The Company’s net capital ratio was 0.05
which is within the normal range.

6. Penslon and profit-sharing plans

The Company has a profit sharing plan and 401(k) plan for the benefit of Its eligible employees, as defined by the
plan. The Company makes a 3% safe-harbor contribution and a profit sharing contribution to this plan which Is at
the discretion of its sole Member. The Company's safe-harbor and profit sharing contribution to the profit sharing
plan and 401(k) plan for the year ended December 31, 2018 Is $119,068, all of which has been accrued as of
December 31, 2018,

12




COLLINS/BAY ISLAND SECURITIES LLC
Schedule |

SUPPLEMENTARY INFORMATION
COMPUTATION OF NET CAPITAL UNDER RULE 16¢3-1 OF THE
SECURITIES AND EXCHANGE CONMISSION

—
December 31, 2018

Member's equity $ 6,418,252
Less nonallowable assets
Securities not readily marketable, at fair value 304,593
Accounts receivable 238,877
Property and equipment, net 273,887
Other assets 25,657
843,014
Net capital before halrcuts 5,575,238
Halrcut, security positions _ 547,593
Net capital $ 5,027,645
Aggregate Indebtedness 3 230,094
Computed minimum net capltal required
(6.67% of aggregate indebtedness) S 15,340
Minimum net capital required (under SEC Rule 15¢3-1) $ 5,000
Excess net capital $ 5,012,305
Percentage of aggaregate Indebtedness to net capital $ 230,094
$ 5,027,645

A reconclliation with the Company's het capital as reparted was not Included as there were no
material differences between the Company's computation of net capital Included in its unaudited
Form X-17A-5, Part II-A filing as of December 31, 2018, and the computation contained herein.

The accompanying notes are an integral part of these financial statements 13




COLLINS/BAY ISLAND SECURITIES LLC
Schedule 1i

SUPPLEMENTARY INFORMATION

COMPUTATION OF DETERMINATION OF RESERVE REQUIREMENTS UNDER RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

#

December 31, 2018

The Company Is exempt from the Reserve Requirement computation according to the
provislon of Rule 15¢3-3(K)(2)(i).

The accompanyling notes are an Integral part of these financial stalements 14




COLLINS/BAY ISLAND SECURITIES LLC
Schedule 11l

SUPPLEMENTARY INFORMATION

INFORMATION FOR POSSESSION OR CONTROL REQUIREMENTS UNDER RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

|1 —

December 31, 2018

The Company Is exempt from Rule 15¢3-3 as It relates to Possession and Control
requirements under the (k)(2)(i) exemptive provision.

The accompanying notes are an integral part of these financial statements 16




Assertions Regarding Exemption Provisions

We, as members of management of Collins/Bay Island Securities LLC (*the Company”), are
responsible for compliance with the annual reporting requirements under Rule 17a-5 of the Securities
Exchange Act of 1934. Those requirements compel a broker or dealer to file annual reports with the
Securities Exchange Commission (SEC) and the broker or dealer’s designated examining authority
(DEA). One of the reports to be included in the annual filing is an exemption report prepared by an
independent public accountant based upon a review of assertions provided by the broker or dealer.
Pursuant to that requirement, the management of the Company hereby makes the following assertions:

Identified Exemption Provision:

The Company claims exemption from the custody and reserve provisions of Rule 15¢3-3 by operating
under the exemption provided by Rule 15¢3-3, Paragraph (%)(2)(i).

Statement Regarding Meeting Exemption Provision:

The Company met the identified exemption provision without exception throughout the period January
1, 2018 through December 31, 2018.

Collins Bay Island Securities LLC

‘%ge Collins, President)

(] %l 2019
'(Date)

By:

16




BRIAN W, ANSON
Certified Public Accoumtant
18401 Burbank Blvd,, Suite 120, Tarzana, CA 91356 - Tel. (818) 636-5660 ¢ Fax (818) 401-8818

REPORT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

Board of Members
Collins/Bay Island Securities, LLC
Newport Beach, California

I have reviewed management’s statements, included in the accompanying Exemption Report in
which (1) Collins/Bay Island Securities, LLC, identified the following provisions of 17 CF.R.
§15c3-3(k) under which Collins/Bay Island Securities, LLC claimed an exemption from 17
C.F.R. §240.15c3-3: (K)(2)(D) (the “exemption provision) and (2) Collins/Bay Island Securities,
LLG, stated that Collins/Bay Island Securities, LLC, met the identified exemption provision
throughout the most recent fiscal year without exception. Collins/Bay Island Securities, LLC’s
management is responsible for compliance with the exemption provision and its statements.

My 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 Collins/Bay Island Secutities, LLC’s compliance with the
exemption provision. 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, I do not
express such an opinion. .

Based on my review, I am 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,
based on the provisions set forth in paragraph (K)(2)(i) of Rule 15¢3-3 under the Secutities
Exchange Act of 1934, '

1an W, Anson
Certified Public Accountant
Tarzana, California
January 28, 2019
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