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December 31, 2018

ASSETS

Current assets:
Cash and cash equivalents 202,532$     
Accounts receivable 912,856       
Other assets 69,555         

Total assets 1,184,942$  

LIABILITIES AND MEMBER’S CAPITAL

Current liabilities:
Accounts payable and accrued expenses 145,409$     
Deferred Revenue 55,000         

Total liabilities 200,409       

Member’s capital 984,533

Total liabilities and member’s capital 1,184,942$  
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Year ended December 31, 2018

Revenues:
Professional services
    Advisory fees 1,206,744$ 
    Success fees 2,288,825   
    Consulting fees 56,280        
Expense reimbursement 49,449        
Gain on sale of securities 198,620      

Total revenues 3,799,919   

Expenses:
Computer expense 61,558        
Conferences and meetings 4,908
Dues and subscriptions 71,835
Employee compensation 919,200
Marketing 6,945
Professional fees 1,850,103
Rent 110,236
Research 35,975
Insurance 7,689
Telephone and data services 126,213
Travel and entertainment 360,909
Other 95,684

Total expenses 3,651,255   

Net income 148,664$    
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Member’s capital, January 1, 2018 670,965$      

Net income 148,664       
Contribution 310,000
Distribution (145,096)      

Member’s capital, December 31, 2018 984,533$    
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Year ended December 31, 2018

Cash flows from operating activities:
Net income 148,664$      
Adjustments to reconcile net income to net cash

used by operating activities:
(Increase) decrease in operating assets:

Accounts receivable (490,907)      
Prepaid expenses (57,595)        
Other assets 10,505          

Increase (decrease) in operating liabilities:
       Accounts payable and accrued expenses            97,019 
       Deffered revenue            55,000 

Net cash used in operating activities (237,314)      

Cash flows from investing activities:
Repayment of loan 215,956        

Net cash provided by investing activities 215,956        

Cash flows from financing activities:
Contribution          310,000 
Distribution        (145,096)

Net cash provided by financing activities 164,904        

Net increase in cash and cash equivalents 143,546        
Cash and cash equivalents, beginning of year 58,987          

Cash and cash equivalents, end of year 202,532$      



 

 

 
1. Organization and summary of significant accounting policies 
 
Operations: 
  
Third500, LLC (F.K.A Healthios Capital Markets, LLC) (the Company) was organized on July 
27, 2001 and commenced operations on November 1, 2001. The Company’s name changed 
effective September 1, 2018.  The Company is a limited liability company and the liability of 
the member is limited to the capital account balance in the company.  The Company, 
headquartered in Evanston, Illinois, is registered as a securities broker-dealer under the 
Securities Exchange Act of 1934, and is a registered member of the Financial Industry 
Regulatory Authority (FINRA). The Company engages in mergers and acquisition and capital 
raising advisory services.  The Company serves predominantly healthcare companies in the 
United States and Europe, however it can also serve non-healthcare companies.  
 
The Company was wholly-owned by Healthios Holdings, LLC, a related entity that acts as a 
holding company, comprised of private investors who also managed the Company through 
August 31, 2018.  On September 1, 2018, the Company became wholly-owned by a company 
operating under the laws of Singapore called Third500 Holding Private Limited.  Third500 
Holding Private Limited is a related entity that acts as a holding company owned by Healthios 
Holdings, LLC.   
 
Use of estimates: 
 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reporting 
period.  Accordingly, actual results could differ from those estimates. 
 
Cash and cash equivalents: 
 
The Company considers all highly liquid investments with a maturity of less than 90 days at 
the time of purchase to be cash equivalents. 
 
Concentration of risk: 
 
The Company places its cash in bank accounts which, at times, may exceed federally-insured 
limits.  At December 31, 2018, the Company did not have cash and cash equivalents in excess 
of federally-insured limits.  Management believes that the Company is not exposed to any 
significant risk on cash and cash equivalents. 

           
Accounts receivable: 
 
Accounts receivable represent amounts due but not yet received by year-end.  All amounts 
are due in less than one year and are deemed fully collectible by management.  The Company 
periodically reviews and reserves for specific receivables that are deemed to be uncollectible. 
At December 31, 2018, the accounts receivable balance contained an outstanding receivable 
due from a single customer representing 76% of the total.    
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1. Organization and summary of significant accounting policies (continued) 
 
Revenue recognition: 
 
In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards 
Update (“ASU”) 2014-09, Revenue from Contracts with Customers:  Topic 606, to supersede 
nearly all existing revenue recognition guidance under accounting principles generally 
accepted in the United States (“GAAP”).  The Company adopted the provisions of this guidance 
on January 1, 2018 using the modified retrospective approach.  The adoption did not have a 
material impact on the timing or amounts of our revenue recognition but impacted the 
disclosures within the notes to the consolidated financial statements.   
 
Advisory fees 
 
The Company provides a general set of investment banking services to its clients in exchange 
for advisory services fees.  The Company provides these advisory services on a daily basis.  
The Company believes the performance obligation for providing ongoing advisory services is 
satisfied over time because the customer is receiving and consuming the benefits as they are 
provided by the Company.  Fee arrangements are based on a monthly specified retainer 
amount.  At times, a client may pay a “lump sum” advisory fee for investment banking 
services at the beginning of an engagement to be consumed over a specified time period.  In 
this case, the Company will defer revenue recognition in the month the “lump sum” is 
collected, and then recognize revenue over the time period the investment banking services 
are performed.  At December 31, 2018, the Company had $55,000 in deferred revenue as a 
result of a “lump sum” paid for a 12-month contract.   
 
Expense reimbursement 
 
The Company is allowed to charge back reasonable expenses it incurs while carrying out its 
obligations to a client.  Expense reimbursement revenue is most commonly from airfare, 
meals, hotels and car rental that the Company charges back to the client.  These expense 
reimbursement revenues are recognized as expenses are incurred.   
 
Success fees  
 
The Company can also earn revenue for successfully brokering a client financing or partnering 
transaction.  For this, the Company earns a cash success fee.  Management recognizes 
success fee revenue when (i) the client receives its “Aggregate Consideration” from an equity 
or debt raise at the time the closing escrow account is funded; or (ii) when a partnering of 
the client with a strategic partner occurs in a signed and accepted term sheet.  When one of 
these events occur, the Company has earned its contractually stated percentage of 
“Aggregate Consideration.”  Prior to these two events occurring, the success fee revenue is 
not deemed earned because the client and its prospective investors can choose not to 
consummate the transaction. 
 
Revenue can also be earned from “Earn Outs” or stock warrant exercise.  Revenues from 
“Earn Outs” are recognized when they are readily determinable to be received as cash from 
the client company.  Revenues from exercise of stock warrants are unpredictable and 
management recognizes revenue on them under the same policy that it recognizes success 
fee cash revenue, which is at the point in time an exercise event occurs.  In year ending 2018, 
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the firm earned $503,415 in stock warrant exercise revenue.  The exercised stock was subject 
to Regulation 1933 lock up period so it was not liquidated for cash.  The Company held the  
stock and had gains on securities of $198,620 at the date the Company transferred the shares 
to Third500 Pte Ltd, an affiliate under common control.   
 
Consulting fees 
 
The Company also earns revenue from providing expert opinion for legal matters where 
actions are brought by shareholders against an issuer.  For this, the Company recognizes 
revenue for the hours it provides to the law firm who has hired the Company.  The Company 
can also earn revenue from providing fairness opinions to an issuer.  Revenue is recognized 
at the time the fairness opinion is delivered to the client issuer and deferred until the specific 
performance obligation is met.   
 
All revenue recognized during the year ended December 31, 2018 is related to contracts with 
customers.  Receivables from customers totaled $896,129 and $422,048 as of December 31, 
2018 and 2017, respectively. 
 
Income taxes: 
  
The Company is treated as a partnership for income tax purposes and is not liable for federal 
or state income taxes.  Each individual member is required to report his distributive share of 
realized income, gain, loss, deductions or credits on his own income tax return. 
 
2. Leases 
 
The Company rents office space on a month-to-month basis from a related party.  Total rent 
expense for the year ended December 31, 2018 is $110,236. 

            
3. Related party transactions 
 
During 2018, the Company entered into a referral fee share agreement with Third500 Pte Ltd, 
an affiliate under common control.  The fee sharing allows the Company who is the receiver 
of the revenue to share attributable fees directly to Thrid500 Pte Ltd. for the work it performs.  
In 2018, the Company paid fees to Third500 Pte Ltd of $527,930.  
 
In January 2018, the Company entered into a Cooperation Agreement with Capbridge, an 
affiliate in which the managing members of Healthios Holdings, LLC had a minority investment 
interest, that superseded a referral agreement between the two companies.  The substance 
of the change was to document each parties’ obligations to each other as a result of Healthios 
Holdings, LLC selling back its shares  
 
in Capbridge. The Cooperation Agreement outlined a fee sharing arrangement between the 
Company and Capbridge.  On July 1, 2018, the Company assigned the Cooperation Agreement 
to Third500 Pte Ltd.  For year ended 2018, commission expense to Capbridge was $747,017, 
which is included in professional fees in the Statement of Income.   
 
Included in professional fees are amounts paid to Healthios Thailand, a related party under 
common control for back office support.  Total fees paid to Healthios Thailand for the year 
ended December 31, 2018 were $422,921.   
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At December 31, 2018, the Company has a receivable due from a family member of one of 
Healthios Holdings, LLC’s members in the amount of $16,727 for reimbursement of payroll 
costs, which is included in accounts receivable.   
 
In November 2018, the Company signed a lease agreement with Suissealpin, LLC, a related 
party wholly-owned by the majority owner of Healthios Holdings, LLC.  The Company intends 
to rent office space from Suissealpin, LLC under a month-to-month lease.  In 2018, the 
Company paid Suissealpin, LLC $5,121, which is included in rent expense.   
 
During 2018, one of the managing members of Healthios Holdings, LLC worked from a 
temporary office, and as such the Company paid $26,091, which is included in rent expense.  
 
At December 31, 2018, the Company’s accounts payable balance has $60,926 in obligation 
due to the managing members of Healthios Holdings, LLC for costs incurred in connection 
with air, meals, hotel and travel related expenditures for business purposes.  
 
 
5. Net capital requirement 
 
As a registered broker-dealer with the Securities and Exchange Commission (the SEC), the 
Company is subject to the SEC’s net capital rule (Rule 15c3-1) and is required to maintain 
“minimum net capital” equal to the greater of $5,000 or 6-2/3% of “aggregate indebtedness,” 
as these terms are defined.  At December 31, 2018, the Company had net capital of $2,122, 
which was $2,878 deficient of the required minimum net capital of $5,000.  The Company’s 
ratio of aggregate indebtedness to net capital was 68.52:1 at December 31, 2018. The 
Company has notified FINRA and filed appropriate 17a-11 notification. Withdrawals of capital 
are subject to certain notification and other provisions of the net capital rule of the SEC and 
other regulatory bodies.   
 
6. Subsequent events 
 
Management of the Company has reviewed and evaluated subsequent events from December 
31, 2018, the financial statement date, through March 14, 2019, the date the financial 
statements were issued.   
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THIRD500, LLC 

(f/k/a HEALTHIOS CAPITAL MARKETS, LLC) 
(A Limited Liability Company) 

 
 

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 
 

 
 
 
There are no material differences between the amounts presented above and the amounts 
presented in the Company’s amended December 31, 2018 unaudited FOCUS Part II Report. 
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December 31 2018

Net capital:
Member’s capital 984,533$     

Non-allowable assets:
Accounts receivable 912,856
Other assets 69,555

Net capital 2,122          

Net capital requirement 5,000          

Excess net capital (2,878)$       

Ratio of aggregate indebtedness to net capital 68.52:1

Aggregate indebtedness:
Accounts payable and accrued expenses 145,409$     



 

 

 
THIRD500, LLC 

(f/k/a HEALTHIOS CAPITAL MARKETS, LLC) 
(A Limited Liability Company)  

 
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS AND 

INFORMATION RELATING TO POSSESSION AND CONTROL REQUIREMENTS 
UNDER RULE 15c3-3 OF SECURITIES EXCHANGE ACT OF 1934 

 
YEAR END DECEMBER 31, 2018  

 
Third500, LLC does not clear securities transactions or take possession or control of securities 
for customers and, therefore, is exempt from the possession or control and reserve 
requirements of Rule 15c3-3 Paragraph (k)(2)(i) of the Securities Exchange Act of 1934. 
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