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A.REGISTRANT IDENTIFICATION
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B.ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOÙNTANT whose opinion is contained in this Report*

Smith Bunday Betman BrittOn, P.S.
(Name -if individual; state last, first, middle name)

11808 NOrthuf>Way, Suite 240 Bellevue WA 98005-1959

(Address (City) (State) (Zip Códe)
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OATH OR AFFIRMATION

KIRK VAN ALSTYNE , swear (or affirm) that, to the best of

my knowledge anabelief the accompanying financial statement and supporting schedules pertaining to the firm of
EVOLUTION CAPITAL ADVISORS, LLC , .as

of DECEMBER 3t , 20 8 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:

I

Signature

...., y Public

This report ** contains (check all applicable boxes):
(a) Facing Page.
(b) Sfatement of Financial Condition.

] (c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) piesented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).

(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stookholders' 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 21503-3.

(i) Information Relating to the Possession or Control Requirements Under 1(ule 15c3-3. ,

(j ÀReconciliatio ipeluding appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Retiirements Under Exhibit A of llule 15c3-3.

] (k) A Reconciliatián 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) A report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

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



SMITH BUNDAY BERMAN BRITTON, P.S.
CERTIFIED PUBLIC ACCOUNTANTS

REPOIÏT OF INDIEENI)El T REGrISTÉIÏED PUBLIC ACCOUNTING FIRM

To the Members

of Evolution Capital ÁdvisorsaL.C.

Opinion on the Financial Statement

We have audited the acedmpanying tatement of financial condition of Evolution Capital Advisors L.L.C.as of

December 31,2018; and the related notes (collectively referred to as the "financial statement"). In our opinion, the

I statement»f financial condition presents fairly, in all inaterial respects, the financial position of Evolution Callital
Advisors L.L.C. as of December 31,.2018 in conformity with accounting principles generally.accepted in the United
States of America

Basis for Opinion

This financial siatement is the responsibility of Evolution Capital Advisors L.L.C,'s manašement: Our responsibility
is to express an opinion on Evolution Capital Advisors L.L.C.'sfinancial statement basedon our audit. We aie a public

I accounting firm tegistered wifh the Public Company Accounting Oversight Board (United States) (PCAOR) angl are
required to be independent with respect to Evolution Capital Advisors L.L.C. in accordancé with the U.S.federal
securities laws and thiapplicable rules and regulations of the Securities andExehange Commission and the PCAOB.

I We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonableassurance about whether the financial statement is 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 statement,ehether de to error or fraud, and performing procedures that respond to those risks. Such

I procedures included.examining, on a test basis,evidence regarding the amounts and disclosures in the financialstatements. Our audit also included evaluáting the accounting principles used and significant estimates made by
management, as well as evaluating the overäll presentation of the financialistatements. We believe that our audit
provides a reasonablebasis for our opinion.

We have served as Evolution Capital Advisors L.L.C.'s auditor since 2006.

Bellevue, Washington

February 12, 2019
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EVOLUTION CAPITAL ADVISORS L.L.C.
STATEMENT OF FINANCIAL COÍNDITION

AS OF DECEMBER 31,2018

ASSETS

ash $85,848

Receivable from customers, net 0

g Escrow Receitable 0
m Prepaid expenses 1,802

Investments 533,273

Fqipment, net 0
Deposits 1,800

Total assets . $622,723

LIABILITIES

Accounts payable $3,830

Total liabilities 3,830

MEMBERS' EQUITY 618,893

Total liabilities and members'equity $622,723.

The accompanying notes are an integral part of these financial statements.
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1
EVOLUTION CAPITAL ADVISORS L.L.C.

NOTES TO FINANCIAL STATEMENTS

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING PLICIES

Evolution Capital Advisors L.L.C.,(the Company or Evolution) was formed on September 14,
2005 (dates of inception) for the principal purpose of providing investment, banking adiisory
services targeted at serving entrepreneutial stage tecimology firms in the western U.S.and Canada.
Evolution provides corpofate finance services including serving as a placement agent for issuers
seeking early institutional capital financing and as:an advisor on:sell-side mergers and acquisition
exploration. The Company is a registered brokeradealer and a.member of the Financial Industry
Regulatory Authority (FINRA).

I
The Company began planned principal operations during 2006, providing servioes to customers
throughout the greater Northwest. The Company operates frain its office in Seatfle,Washington.

A sumn ary of the significant accountinpolicies apphed in the preparation of the accompa ying
finanoial statements follows.

Basis of Presentation

The Company's financial,statements have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP).

ash and Cash Equivalents

The Company.considerà all highly liquid investments with an original maturity of three months or
less to be cash equivalents.

Revenue frem.Coritracts with Customers -

The Company adopted ASU 2014-09, ''Revenue from Contracts with Customers", on January 1,
2018. The Company has elected the modified retrospective method which did not result in a

W cuinulative-effect adjustment at the date of adoption. The implementation of this.new standard 11ad
no naterial impact on the Company's financial statements for the year ended December 31,2018.

Revenue Recognition

The Company recognizesrevenue when (or as) services (performance obligations) are transferred
to customers, Revenue is recognized based on the amount of consideration that management
expects to receive in exchange for these services iri acoordancewith the terms of thecontract with
the customer. Kperformance obligation may be satisfied over time or at a point in time.

The Com15any's advisoryeevenue is domiiosed of consulting fees and success fees: Consulting
(retainer) fees colístitute-a bundle of strategic consultative services provided to customers oyer the
engagement pei-iod.The specific mix of consultative services utilized (as well as related pricing)



NOTE í -- continued:

may vary monthly based.on customer requirements, and contract duration is not fixed but rather
based on on-going customer needs.Consulting fees are recognized monthly over the.duration of
the service period as the customer receives the benefit of the services and based on the terms of
the contract. Advance payments are deferred until earned. The Company's performance
obligations are to prövide the financial and strategic consultative advice.needed by customers
throughout the engagement. Success fees are transaction -related fees earned from completing a
priyate placement or mergers and acquisition deal. Success fees nepresent a variable consideration
that varies based on the size of the transaction. The Company's performance obligation for a

success fee is satisfied at a point in time upon the closing of a strategic transaction. As such,success
fees are recognized when the transaction is completed, and the fees have a final determination, are
not subject to revenue reversal, and collectability is reasonably assured. Contracts may require that
a strategic transaction closed after the engagement period is also subject to success fees. Such"taif
periods" are typically for tvielve months after the engagement period.

On occasion, the Company may receive a portion of its success fees for financing transactions in
the form of equity securities (viarrants).of its clients (subsequently noted as "investments"). These
non-cash success fees are initially recorded at the fair value of the securities received in éxchangé
for services on the transaction closing date,and related to the financing round. to which the
Company provided advisory services. Suchnon-cash success fee revenues were recened in 2018.

SubsequentlÄ these investments are marked-to-market each year, and any increases (or decreases)
in value, whether realized or unrealized, are recognized as investment gains (or losses) in the year
it occrs. SeeNote 1 - "Investinents" below. On rare occasions,former clients may choose to pay
dividends on the equity securities held by the Company. The Company reneivedno such dividend
payments in 2018.

Accounts Receivable

Receivables from contract with customers are recognized in Ac ounts Receivable on the balance
sheet w11enthe underlying performance obligations have been satisfied and the Company has the
right per the contract to bill the customer. The beginning and ending balances for Accounts
Receivable in calendar year 2018 were $0.

Credit is extended on evaluation of a customer's financial condition and, generally, collateral is
IB not required. Accounts receivable are due within 30 days.of invoicing and are stated at amounts

due from dustomersnet of an allowance for doubtful accounts. Accounts.outstanding longer than

¾ the contractual payment terms are considered past due The Company determines its alloveance
W by considering a number of factors, including the length of time trade accounts receivable are past

I due, the Company's previous loss history, the customer's current ability to pay its obligation to
the Company, and the condition of the seneral economy and the industry as a whole. The
Company writes-off .accounts receivable when tliey become uncollectible, and payments
subsequently received on such receivables are credited to bad debt expense. The Company
generally does not accrue interest on past due receivables.. As of Decémber 31,2018,the
Company's investinent in receivables over 90 days past due totaled $0 and its allowance for
doubtful accounts totaled $0.
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NOTE 1 - continuedi

Investments

None of the Company's investments are readily marketable at December 31,2018.

The Coinpany's investments (warrants/stock) are in smaller, less established private coinpanies,
which involves greater fisk than that generally associated with investments in more established
compaiìies. Less established companies tend to have a loweí· capitalization and fewer resources
and, tlierefore, are more often vulnerable to financial failure There is additional risk due to the
concentration of the Company's investments within similar lines of business, as economic
flctuations would tend to affect the investments in asimilar manner. The Company's,investments

are generallyilliyuid, non-marketable and long term in nature and there can be no assurance that
the Company will be able to realize the value of its investments in a timely manner.

The oriipany accounts for its investments using the guidance in Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) Topic 820,Fair Value
Measuremeni and Disclosures, which defines fair value, establishes a framework for
nieasuring fair value, and requires enhanced disclosures about fair value measurements. Fair
value is the price that would be received upon sale of an assetor paid upon transfer of a liability
in an orderly transaction between maiket participants at the measurement date and in the
pfincipal or most advantageous market for that asset or liability.

Company investments in equity/securities of private companies (warrants/stock) are initially
valued at investment cost, determined by the fair value of the securities received in exchange for
services on the transaction closing date, and related to the financing round in which the Company
provided advisory services.

Subeequently,investments are marked-to-market each year, either using data provided by clients
(such as recent private security transactions or related), or using yther fair value estimates.
Increases (or decreases) in value are i·ecognized as investment gains (or losses)in the year it occurs.

In determining fair valueof investments for which observablemarket prices in actíve markets do
not exist (private investments), the Company uses various valuation approaches based on inputs
received from the underlying investment entity including but not limited to the following: 1)
evidence of value based on recent private transactions, 2) evidence such as internal valuations used
for the entity s stock-based compensation,3) market approach (whereby fair value is derived by
reference to observable valuation measures for comparable companies auchas multiplying a key

g performance metric of the investee company, such as F.,BITDA, or Revenue, by a relevant
W valuation multiple observed in the range of comparable companies or transactions), oi· 4) other

methods sucli as use of the cost approach, when there is no obtairíable knowledge of company
financial performance and no recent transactions,or events have occurred that .weld indicàte a
change in valuation for these early-stage enterprises.These valuation methodologies involve a
significant degree of judgment and as suchmay differ materially from values that would have been
sed had a ready market for the investments existed.



NOTE 1 - continued:

Certain investments have an associated referral fee obligation that, in the event of redemption of
the warrant, eould be owed toa third party. Because this referral fee is only payable under these
limited circumstances, it is reflected as an impolind of the related warrants rather than a separate
liability of the Company.

SeeNoteÃ- Investments for furtlier discussion relating to ASC Topic 820 and the Company's
investments.

Equipment

Equipment consists of computer,equipment and is stated ät cost net of accumulated depreciation.
Depreciation is provided using the straight-line method, basedon an estimated usèful life of three
years.

Indome Taxes

The Compani is.a limited liability company that is treated asa partnership for federal income tax
purposes, and therefore pays no federal income taxes The profits and losses of the Company are
allocated to its members and included on the members' tax.returns.

Tax years subsequent to 2014 are open for audit; however, management believes there are no
uncertain tax positions that should be recognized or disclosed in the financial statements.

Concentration of Credit Risk

The dompany may inaintain bank accounts (certificates of deposit) that,are in eNess of FDIC
insurance limits.

Use of Estìmates

In preparing the Compàny's financial. statements in conformity with accounting principles
generally accepted in the United States of America, management is required to make estimates and
assumptions that affect tlie reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the finanóial statements, and the reported aihounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Significant estimatesinclude timing of recognition of retainer and success fees,valuation of equity
securities of its clients, and the allowance for doubtful accounts.

NOTE 2 -- LLCAG11EEMENT .

The Company was formed as a limited liability company under the laws of the State of Washington
and it has aperpetual term. The liability of its membersis limited to the extent allowed by law.



NOTE 2 - continued:

I The Company is authorized to issue one or more classes of units of limited liability company
interest (Units) with speöific rights, privileges, preferences and interests as designated by the Board
at the time of issuance. The initial authorized units total 100,of which 100 have been issued.

I Distributions,from óperations will be made quarterly to members first based on Client Net Cash
Flow, .as defined in the operating agreement, and then in proportion to their respective Units.
Distributions will be made annually in an amount equal to the tas obligations arising from tlie
Company's actiyities. Ín all cases, distributions are subject to available cash as deterinined by of
the Board.

NOTE 3=NET CAPITAL REQUIREMENT

The Companeis subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC liule 15c3-1), which prohibits the Cömpany from engaging in any security transactions at a
time when its ratio of "aggregate indebtedness" to "net capital" exèeeds15 to 1,or the minimum.

"net capitäl" equirement is.not met, as those terms are defined by the rule. The Company is

I approved to conduct limited securities business under SEC Rule 15c3-1 and therefore has a
minimum net òapital requirement of the greater of $5,000or six and two thirds.percent (6 2/3%)
of aggregateindebtedness As of December 31,2018, the Company had net capital of $82,018,
ivhich was $77,018 in excess of its required minimum net capital The Company's fatio. of
aggregate indebtedness to net capital was 0.05to 1 as of December 31, 2018.

NOTE 4 - INVESTMENTS

The Company adopted ÁSC Topic 820, which establishes a hierarchy for inputs used in
measuring fair value, and which maxiniizes the use of observableinputs and minimizes the use

of unobservable.inputs by requiring that the; observable inputs.be used when available.
Observable inputs are. inputs that market participants would tise in pricing investments,
developed basedon market data obtained from sources independent of the Company.

Unobservable inputs; are inputs that reflect the assumptions market participants would use in
pricing the investments developed based on the best information available in ,the

circumstances. The hierarchy is,broken down into three levels as follows:

• Level I- Valuations based on quoted prices in active markets for identical
investments that the Company has the ability to access. Since valuations are
based on quoted prides that are readily and regularly available in an active

I market, Valuation of these investments.does not entail a significant degree.ofjudgment.

• Level II- Valuations based on quoted prices in markets that are not active or for
which all significant inputs are observable, directly or indirectly. The types of
inirestments included .in this category are publicly traded securities with
restrictions on,disposition.
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NOTE 4- continued:

• Level III- Valuations based on inputs that are unobservable and significant to
the overall fair value measurement. The inputs topietermine fair value require
significant judgment or estimation by the Company. The types of investments
included in t11is category would be debt and equity securities issued by private
entities.

The following table presents the Company's fairialue.hierarchy for investments (eguity interests
in clients) measured at fair value on a recurring basis as of Deceinber 31,2018:

Non-publicly Traded Level I Le el II Level III
Investments (Private)
Warrants to acqgire preferred
stock, êxpiration dates through - - . $372,200
2028
Preferred stock - - 1'74,942
Less referral fees owed upon
exercise and redemption of - - (13,869)
warrants

Total investments - - $533,273

The changes in investments classified as Level III are as follows for the year ended December
31, 2018.

Balance beginning of year $373,019

New investment (non-cash warrant revenue) 227,500

Net unrealized gain/loss.on investment (7,246)

Net realized gain 1 sson investmen (60,000)

Proceeds on safeof investment (total) 0

Cash paid for warrant exercise' 0

Total ínvestments at ai vaiue at December

31,.2018 $533,273



NOTE 5 - RF-TIREMENT PLAN

In 2008, the Company established a Simplified, Employee Pension plan (SEP) whereby the
Company may make contritiutions on behalf of its employees and members.imounts contfibuted,
if any, are af tlie discretion of the members up to statutory limits. Contributions were made or
accrued in respect of 2018.

NOTE 6- COMMITMENTS, CONTINGENCIES OR GUARANTEES

lÄanagement is not aware of an commitments, contingencies or guarantees that might result in
loss or future obligation.

. NOTE 7 SUBSEQUENT EVENTS

The-Company has evaluated subsequent events through February 12,2019, the datewhich the
financial statements were available to be issued.

1
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SMITH BUNDAY BERMAN BRITTON, P.S.

EVOLUTION CAPITAL ADVISORS L.L.Ci
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