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OATH OR AFFIRMATION

I, Lisa Rhee , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Cascadia Capital, LLC

of December 31 ,2018
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any. account

, as

, are true and correct. I further swear (or affirm) that

classified solely as that of a customer, except as follows:
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This report ** contains (check all applicable boxes):

(a) Facing Page.
:] (b) Statement of Financial Condition.
:| (c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement

of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).
3 (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
[ ] (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
a (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
] (j) A Reconciliation, 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 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.

**Fop 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

To the Member
Cascadia Capital, LLC
Seattle, Washington

Report of Independent Registered Public Accounting Firm

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Cascadia Capital, LLC (a wholly-
owned subsidiary of Cascadia Capital Holdings, LLC), as of December 31, 2018, and the related notes
(collectively referred to as the financial statement). In our opinion, the statement of financial condition
presents fairly, in all material respects, the financial position of Cascadia Capital, LLC as of December
31,2018, in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of Cascadia Capital, LLC’s management. Our
responsibility is to express an opinion on Cascadia Capital, LLC’s financial statement based on our
audit. We are a public accounting firm registered with the Public Company Accounting Oversight Board
(United States) (PCAOB) and are required to be independent with respect to the Cascadia Capital, LLC
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 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, 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 statement. 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 statement. We believe that our audit provides a

reasonable basis for our opinion.

Smitk Buwda, Bevman. Brithun, PS,

We have served as the Company’s auditor since 2005
Bellevue, Washington
February 27, 2019

11808 Northup Way, Suite 240 « Bellevue, Washington 98005-1959
Phone (425) 827-8255 o Fax (425) 827-0641 « www.sbbb.com



CASCADIA CAPITAL, LLC
(A Wholly Owned Subsidiary of Cascadia Capital Holdings, LL.C)
STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2018

ASSETS
Cash and cash equivalents $11,438,638
Receivables, net 7,534,498
Prepaid and other assets 714,918
Investments 155,545
Total assets " $19,843,599
LIABILITIES
Accounts payable $326,405
Accrued liabilities 14,341,249
Total liabilities 14,667,654

See Note 8 - Commitments and Contingencies

MEMBER'S EQUITY 5,175,945
Total liabilities and member's equity $19,843,599

The accompanying notes are an integral part of these financial statements.
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CASCADIA CAPITAL, LLC
(A Wholly Owned Subsidiary of Cascadia Capital Holdings, LLC)

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Cascadia Capital, LLC, (the Company) is a wholly owned subsidiary of Cascadia Capital
Holdings, LLC (the Parent). The Company was formed on December 1, 2000 (date of inception)
and currently has the principal purpose of acting as a broker-dealer and investment banking
advisor focusing nationally on companies in the following areas: energy, information
technology, consumer and retail, business services, manufacturing, transportation, and -
sustainable industries. 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).

A summary of the significant accounting policies applied in the preparation of the accompanying
financial 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). "

Revenue Recognition

The Company’s revenues consist primarily of success fees, engagement fees and occasionally

fees earned for other professional services. Reimbursements received from clients for “out-of-
p

pocket” expenses are included as revenues and reimbursable expenses are included as direct

costs of services.

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) No. 2014-09, Revenue from Contracts with Customers, which requires an entity to
recognize revenue to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services. The Company adopted the standard effective January 1, 2018 and under the
new standard, we recognize revenue from contracts with customers upon satisfaction of our
performance obligations by transferring the promised services to the customers. A service is
transferred to a customer when the customer obtains control of and derives benefit from that
service. Revenue from a performance obligation satisfied over time is recognized by measuring
our progress in satisfying the performance obligation in a manner that depicts the transfer of the
services to the customer.



NOTE 1 - continued:

The Company assessed the impact of the new guidance on the recognition of fees for its
investment banking services, which included an analysis of whether the Company’s fulfillment
of its obligations would be deemed to occur over time, or at a specific point in time.

Success fees are specified in the agreement and are typically a percentage of the transaction
amount but may be also be a set, agreed upon fee. Such fees are typically recognized at the
close of a transaction but may be recognized at an earlier point if it is determined that the
performance obligation has been satisfied and it is probable that a reversal of revenue will not

occur.

Engagement fees are standard for new clients and may be set up as a monthly fee over a
specified period of time or a single payment upfront. In its assessment of the new guidance, the
Company concluded that such fees would typically be recognized over time as services are
provided, using an appropriate measure of progress, which is consistent with when the client
receives benefits.

See Note 3 - RECEIVABLES AND CONTRACT BALANCES for additional information.

Income Taxes

The Company is classified as a disregarded entity for federal income tax purposes. Therefore,
income taxes are the obligation of the member, and are not included in the accompanying
financial statements.

Accounts Receivable

The majority of the Company’s accounts receivable are due from companies in a variety of
industries. The Company’s policy is to collect success fees at the time of the transaction’s closing
which represents the majority of the firm’s revenue. As a result, credit is only extended in the case
of engagement fees that are billed over an agreed upon period of time. Credit is extended on
evaluation of a client’s financial condition and, generally, collateral is not required. Accounts
receivable are due based on the terms of the signed agreement and are stated at amounts due from
clients net of an allowance for doubtful accounts, if considered necessary by management. As of
December 31, 2018, an allowance of $93,393 was recorded against receivables. Accounts
outstanding longer than the contractual payment terms are considered past due. The Company
determines its allowance by considering a number of factors, including the length of time accounts
receivable are past due, the Company’s previous loss history, the client’s current ability to pay its
obligation to the Company, and the condition of the general economy and the industry as a whole.
The Company writes-off accounts receivable when they become uncollectible, and payments
subsequently received on such receivables are credited to bad debt expense. At its discretion, the
Company may assess finance charges on its past due receivables.



NOTE 1 - continued:
Concentration of Credit Risk -

Accounts maintained at the Company’s banks are insured by the Federai Deposit Insurance
Corporation (FDIC). The Company routinely maintains bank balances in excess of the FDIC
insurance limit.

The Company’s customers are located throughout the United States but from time to time may
include non-US entities. The Company’s transactions are generally denominated in USD,
however, on occasion it may enter into an agreement with fees denominated in another currency.
The financial statement impact of foreign currency translation adjustments, if any, is not
significant.

Use of Estimates —

In preparing the Company’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 the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

NOTE 2 - CASH AND CASH EQUIVALENTS

The company considers amounts due from banks and all highly liquid investments with original
maturity of three months or less to be cash equivalents. As of December 31, 2018, the Company
had cash and cash equivalents in the amount of $11,438,638.

NOTE 3 - RECEIVABLES AND CONTRACT BALANCES

The Company generates substantially all of its revenue from advisory engagements with clients,
which are documented by contracts. Based on the adoption of ASU No. 2014-09, the Company
has recognized the following assets and liabilities related to contracts with clients.

Contract Balances
Deferred
Contract Revenue
Asset Receivables (Current)
January 1, 2018 $1,105,428 $203,957 53,333
December 31, 2018 7,051,738 482,760 107,500
Increase / (Decrease) $5,946,310 $278,803 $54,167




NOTE 3 - continued:

On a limited number of engagements, there may be variable constrained consideration due in
future periods. Typically, the timeframe is one to three years but depends on the criteria and
agreement between the parties involved.

NOTE 4 - RELATED PARTY TRANSACTIONS

The Company has an expense sharing agreement with the Parent whereby the Parent pays certain
expenses which are liabilities of the Parent, but charges the related use of these expenses to the
Company. During 2018, the amounts charged to the Company from the Parent totaled $286,937.

The Company through its Parent, as sponsor, has a 401(k) plan that covers eligible employees.
Pursuant to the Plan, the Company may make matching contributions at its discretion. For 2018,
no matching contributions to the Plan were made by the Company. The Company recorded
$4,610 of expense regarding this Plan during 2018.

The Parent is named in the office lease in which the Company resides in Seattle, Washington.
All expenses relating to this lease are recorded monthly by the Company. During 2018, the
Company recorded expenses for this lease totaling $423,427.

See Note 7 — COMMITMENTS, CONTINGENCIES OR GUARANTEES for additional lease
information.

The Company has an advance outstanding to three employees. The loans are documented
through promissory notes and interest is accrued per the IRS Applicable Federal Rates (AFR)
table or according to the note provisions, whichever is higher. The loans are repayable in cash
and anticipated to be paid back from 2019 bonus earnings. At December 31, 2018, the balance
outstanding was $443,680 and interest income for 2018 was $7,680.

NOTE 5 - EQUITY-BASED COMPENSATION

Under its 2016 Equity Incentive Plan, equity awards of Cascadia Capital Holdings, LLC, (the
Parent), were granted to selected employees of the Company and are accounted for under the
fair value method using a Black-Scholes valuation model. Certain assumptions and estimates
are used in applying the valuation model, including the estimated value of the parent
company’s equity, estimated forfeiture rates and risk-free interest rates. The assumed
forfeiture rate used for 2018 was approximately 9% and a blended rate of approximately 21%
for unvested awards granted since 2016. The vesting for profit unit awards generally occurs
ratably over a four-year period and is contingent upon meeting company-wide goals.

Equity awards under this plan are subject to the provisions of the Parent’s LLC agreement.

This agreement stipulates that all redemptions or withdrawals of capital by any member shall
be at the discretion of the Parent as defined in the LLC agreement.
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NOTE 5 - continued:

During 2018, the total number of profit units awarded to employees for services provided to the
Company was 340,700. Those awards entitle the recipient to future appreciation in the value of
the Parent. The compensation cost recorded during 2018 associated with these units was
$137,593. Compensation costs associated with the remaining outstanding unvested profit

units was $412,779 at the end of 2018. It is expected that a total of $137,593 will be recognized

in each 2019, 2020 and 2021.

During 2017, the total number of profit units awarded to employees for services provided to.
the Company was 208,400. Those awards entitle the recipient to future appreciation in the
value of the Parent. The compensation cost recorded during 2018 associated with these units
was $81,250. Compensation costs associated with the remaining outstanding unvested profit
units was $137,500 at the end of 2018. It is expected that a total of $68,750 will be recognized
in each 2019 and 2020 for the remaining unvested units.

During 2016, the total number of profit units awarded to employees for services provided to
the Company was 1,144,000. Those awards entitle the recipient to future appreciation in the
value of the Parent. The compensation cost recorded during 2018 associated with these units
was $400,788. Compensation costs associated with the remaining outstanding unvested profit
units was $250,526 which is expected to be recognized in 2019.

Also during 2017, common unit awards were granted to key employees for services rendered
to the Company. The total of these grants was 155,584 units, which are to vest ratably over a
four-year period. The compensation cost recorded during 2018 associated with these units was
$156,250. Compensation costs associated with the remaining outstanding unvested profit units
was $250,000 at the end of 2018. It is expected that a total of $125,000 will be recognized in
each 2019 and 2020 for the remaining unvested units.

The units granted under these arrangements are subject to the rights and privileges of the
Parent’s equity structure, including its provisions for redemptions, paying distributions and

other factors.

NOTE 6 - NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC Rule 15¢3-1), which requires the maintenance of minimum net capital. In May 2017, the
Company elected the Alternative Method of computing net capital and therefore has a minimum
net capital requirement of the greater of $250,000 or 2 percent of aggregate debit items computed
in accordance with the Formula for Determination of Reserve Requirements for Brokers and
Dealers (Exhibit A to Rule 15¢3-3, § 240.15¢3-3a). At December 31, 2018, the Company’s net
capital was $425,700 which was $175,700 in excess of its required net capital of $250,000.



NOTE 7 - CUSTOMER RESERVE REQUIREMENTS AND POSSESSION AND
CONTROL REQUIREMENTS

The Company does not receive or hold client funds or securities and operates pursuant to
exemption (k)(2)(i) of SEC Rule 15¢3-3. ’

NOTE 8 - COMMITMENTS, CONTINGENCIES OR GUARANTEES

Leases

In October 2015, the Company entered into a lease agreement for space in Minneapolis,
Minnesota for a term of forty-one (41) months, beginning on January 28, 2016 and expiring
on June 30, 2019. In December 2018, an amendment was executed for this lease extending it
for an additional thirty-nine (39) months, beginning on July 1, 2019 through September 30,
2022. No deposit was made related to this lease.

In August 2017, the Company entered into a lease agreement for space in Los Angeles,
California for a term of thirty-six (36) months, beginning on October 1, 2017 and expiring on
September 30, 2020. A refundable deposit in the amount of $9,999 was made by the Company
upon execution of the lease and is included in the balance sheet.

At December 31, 2018, future minimum payments under the non-cancellable operating leases
for facilities consisted of the following:

Year ending December 31, Base rent
2019 $87,076
2020 78,556
2021 26,353
2022 20,193

$212,178

Lease expense for the above commitments, the lease described in Note 3 - RELATED PARTY
TRANSACTIONS above and short-term facility leases totaled $674,118 for the year ended
December 31, 2018.

Contingencies

The Company was subject to an audit by a taxing authority which resulted in a potential
assessment. Based on the advice of its experts, management has determined that the Company
may be liable for some or a portion of the asserted claim. In 2017, an accrual of $100,000 was
included in the financial statements, which was management’s estimate as to the likely
settlement. Based on a preliminary assessment by the taxing authority, this accrual has been
adjusted to $77,000 in 2018. :



NOTE 8 - continued:

Management is not aware of any other commitments, contingencies or guarantees that might
result in a loss or future obligation.

NOTE 9 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through February 27,2019, the date which the
financial statements were available to be issued.
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