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OATH OR ATFTFIRMATION

J, Patrick Mendenhall , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
USCA Securities LLC , as

of December 31, ,2019 , 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:

-
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y/ Signa{ure

PATRICIA S. TRIEGLAFF

Notary ID #124424131

My Commission Expires
January 28, 2023

Designated Principal

£oF
,j ; :/% Title
T %ﬂ%ubﬁc
This report ** contains (check all applicable boxes):
(a) Facing Page.
[v] (b) Statement of Financial Condition.
{¢) Statement of Income (Loss).
(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.
(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.
() AReconciliation, 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) AReconciliation 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,

=]
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|

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



Financial Statement




USCA Securities LLC

Statement of Financial Condition

December 31,

2019

Assets
Cash and cash equivalents

S 1,943,948

Deposit with clearing organization 100,043
Receivable from clearing organization 760,786
Accounts receivable 287,029
Investments at cost 634,347
Other assets 193,702

Total assets

$ 3,919,855

Liabilities and Member’s Equity
Liabilities:

Payable to clearing organization S 54,336

Accounts payable and accrued expenses 1,871,797
Total liabilities 1,926,133
Commitments and contingencies -
Member’s equity 1,993,722

Total liabilities and member’s equity

S 3,919,855

See accompanying notes to financial statement.



USCA Securities LLC

Notes to Financial Statements

1. Organization and Nature of Business

USCA Securities LLC (the “Company”), a wholly owned subsidiary of U.S. Capital Advisors LLC
(“USCA”), was organized in December 1999 in the State of Delaware, and is registered as a broker-
dealer under the Securities Exchange Act of 1934 and is a member of the Financial Industry
Regulatory Authority (“FINRA”).

The Company has a clearing agreement with National Financial Services, LLC (a wholly owned
subsidiary of Fidelity Global Brokerage Group, Inc.) to clear securities transactions, carry customers’
accounts on a fully disclosed basis, and perform certain record keeping functions. Accordingly, the
Company operates under the exemptive provisions of Securities and Exchange Commission Rule
15(c)3-3(k)(2)(ii).

2. Summary of Significant Accounting Policies

Use of Estimates - The preparation of the financial statements in conformity with U.S. generally
accepted accounting principles (“GAAP”) 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 the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents - For purposes of the statement of cash flows, cash investments with a
maturity, at date of purchase, of three months or less are considered to be cash equivalents.

It is the Company’s policy to place its cash and cash equivalents in high quality financial institutions.
At times these deposits may exceed federally insured limits. The Company does not believe
significant credit risk exists with respect to these institutions.

Accounts Receivable - Accounts receivable are stated at the amount billed to customers.
Management’s judgment as to the level of probable losses on existing accounts receivable involves
the consideration of current economic conditions, examinations of customers’ credit worthiness,
and evaluation of existing relationships. When it is determined that an accounts receivable may not
be collectible, an allowance for doubtful accounts is established. As of December 31, 2019, all
accounts receivable are deemed to be collectible so no atlowance for doubtful accounts has been
provided.

Fair Value of Financial Instruments - Financial Accounting Standards Board (“FASB”) Accounting
Standards Codification (“ASC”) 820 defines fair value, establishes a framework for measuring fair
value, and establishes a fair value hierarchy which prioritizes the inputs to valuation techniques.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. A fair value




USCA Securities LLC

Notes to Financial Statements

measurement assumes that the transaction to sell the asset or transfer the liability occurs in the
principal market for the asset or liability or, in the absence of a principal market, the most
advantageous market. Valuation techniques that are consistent with the market, income or cost
approach, as specified by FASB ASC 820, are used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value
into three broad levels:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Company has the ability to access.

e Level 2 inputs are inputs (other than quoted prices included within level 1) that are
observable for the asset or liability, either directly or indirectly.

» Level 3 are unobservable inputs for the asset or liability and rely on management’s own
assumptions about the assumptions that market participants would use in pricing the asset
or liability.

Money market funds are recorded at fair value based on the market approach using level 1 inputs.
At December 31, 2019, money market funds totaling approximately $390,323 are recorded in cash
and cash equivalents.

Investment at Cost - The Company has a partnership interest valued at $250,000 in Park Energy
Services LLC which was received in exchange for services and is measured at cost as fair value is
not practical to be estimated. The Company also received an interest valued at $384,347 in LL&B
Headwater LP as the final payment of merchant banking fee and is measured at cost as fair value is
not practical to be estimated. On November 24, 2014, the agreement with LL&B Il Headwater LP
was modified whereby in settlement of amounts owed totaling approximately $1.3 million, the
Company is to receive a fee of 9.163% of; a) all distributions of any kind, cash or property b)
consideration received by the Company in connection with a sale, transfer, redemption or other
disposition of Series A Units by the Company and c) any cash, securities or other property exchanged
or receivable in respect of the outstanding Series A Units. Under GAAP, these payments are
considered to be contingent payments and are required to be recorded in the period received.
Accordingly, management recorded a valuation allowance against the amount previously recorded
and will recognize the payments as income in the period received.

Income Taxes - As a limited liability company, the earnings and losses of the Company pass through
to its member’s individual tax return; therefore, no federal income tax provision or benefit has
been included in these financial statements. The Company’s tax return and the amounts of allocable
profits and losses are subject to examination by taxing authorities. Accordingly, if such examinations
result in changes in the profits or losses, the tax liability of the members could change.

The Company files a consolidated Texas margin tax return with USCA. Accordingly, a provision for
the Company’s allocated portion of Texas margin tax of $33,835 has been recorded in general and
administrative expenses for the year ended December 31, 2019.

The accounting records of the Company are maintained on the accrual basis of accounting in
accordance with GAAP. Net income reflected in the accompanying statement of operations and
changes in member’s equity differ from amounts reported in the federal income tax returns because
of differences in accounting policies adopted for financial and tax reporting purposes.



USCA Securities LLC

Notes to Financial Statements

The Company recognizes the impact from an uncertain tax position only if that position is “more-
likely-than-not” of being sustained upon examination by the taxing authority based on the
technical merits of the position. However, should the Company be subject to examination by the
taxing authority, any adjustments required would be passed through to the members for such
adjustments. The Company will account for interest and penalties relating to uncertain tax
provisions in the current period statement of operations, as necessary.

Recent Accounting Pronouncements:

Leases - In February 2016, the FASB issued an accounting standards update (“ASU”) for leases.
The ASU introduces a lessee model that brings most leases on the balance sheet. The new standard
also aligns many of the underlying principles of the new lessor model with those in the current
accounting guidance as well as the FASB’s new revenue recognition standard. However, the ASU
eliminates the use of bright-line tests in determining lease classification as required in the current
guidance. The ASU also requires additional qualitative disclosures along with specific quantitative
disclosures to better enable users of financial statements to assess the amount, timing, and
uncertainty of cash flows arising from leases. The pronouncement is effective for annual reporting
periods beginning after December 15, 2018, including interim periods within that reporting
period, using a modified retrospective approach. The Company adopted the standard as of
January 1, 2019. The Company used a modified retrospective approach and does not believe that
the adoption has had a material effect on the presentation of the financial statements.

3. Net Capital Requirements -

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
(Rule 15(c)3-1), which requires the maintenance of minimum net capital of the greater of
$100,000 or 6-2/3 percent of aggregate indebtedness. At December 31, 2018, the Company has
net capital of $779,094 which was $650,685 in excess of its required net capital of $128,409. The
Company’s percentage of aggregate indebtedness relative to net capital was 247.23%.

4. Financial Instruments

Financial Instruments with Off-Balance-Sheet Risk

In the normal course of business, the Company executes, as agent or principal, transactions on
behalf of customers. If the transactions do not settle because of failure to perform by either the
customer or the counterparty, the Company may be obligated to discharge the obligation of the
nonperforming party and, as a result, may incur a loss if the market value of the securities is
different from the contract amount of the transaction.

The Company does not anticipate nonperformance by customers or counterparties in the above
situation. The Company’s policy is to monitor its market exposure and counterparty risk. In
addition, the Company has a policy of reviewing, as considered necessary, the credit standing of
each customer with which it conducts business. Additionally, the Company is subject to credit
risk if the clearing organization is unable to repay the balance in the Company’s accounts.

Concentration of Credit Risk



USCA Securities LLC

Notes to Financial Statements

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include broker-dealers. In the event counterparties do not fulfill their obligations, the
Company may be exposed to risk. The risk of default depends on the creditworthiness of the
counterparty or issuer of the instrument. It is the Company’s policy to continually monitor its
market exposure and counterparty risk. The Company does not anticipate non-performance by
counterparties and maintains a policy of reviewing the credit standing of all parties; including
customers, with whom it conducts business.

5. Related Parties

Effective June 1, 2015, the Company and USCA entered into a Joint Employment Agreement
designating USCA as the common paymaster which allows for reimbursement to USCA by the
Company for specific employee salaries, commissions and benefits for work performed on behalf
of the Company. In addition, the Company and USCA have an Expense Sharing Agreement for the
purpose of delineating the shared services, facilities, and related expenses in the normal course
of business. These expenses are reported in the Statement of Operations. Actual results could
differ from those reported in the absence of this arrangement. Accordingly, USCA provides
sufficient capital for the Company to operate. USCA or the Company may terminate this
agreement by providing thirty days notice to the other. During the year ended December 31,
2019, the Company recognized management fee expense of $1,160,185. As of December 31,
2019, accounts payable to USCA and other affiliated entities is $763,023, which are
reimbursement of general expenses in normal daily operations, and recorded with accounts
payable and accrued expenses in the statement of financial condition. At December 31, 2019 the
balance of receivables from related parties was $21,573.

6. Line of Credit

In January 2014, the Company entered into a revolving note and cash subordination agreement
with a bank, which allows for total advances up to $1,000,000. Accrued and unpaid interest on
the advances is payable monthly at a prime rate in effect from day to day plus 3.00%. In September
of 2019, the Company increased the line to allow for advances up to $3,000,000. As of December
31, 2019 there was no balance outstanding on the revolving note.

This line is renewed annually and advances are allowed through August 2019 and the line matures
in August 2020.

7. Litigation

In the normal course of business, the Company is subject to various claims, legal actions, and
disputes. The Company provides for losses, if any, in the year in which they can be reasonably
estimated.

8. Subsequent Event

Management has evaluated subsequent events through March 13, 2020 which is the date that
the financial statements were available for issuance, and has determined that there are no
events to be reported.



