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&3 RYAN & JURASKA LLP
W v Certified Public Accountants
; 141 West Jackson Boulevard

Chicago, iilinois 60604

Tel: 312.922.0062
Fax: 312.922.0672

‘REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members
of Chimera Securitles, LLC

Opinion-on the Financial Statement

We have audited-the accompanying statement of financial-condition of Chimera Securities, LLC  (the
Company) as of December 31, 2020, 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 Chimera Securities, LLC as.of December 31, 2020 in conformity with accounting
principles generally accepted in the United States of America,

Basis for Opinion’

This financial statement is the responsibifity of Chimera Securities, LLC's management, -Our-responsibility
is to express an opinion on the Company'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 Chimera Securities, LLC in accordance with the us.
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission
and the PCAOB. We have served as Chimera Securities, LLC's auditor since 2008,

We conducted our audit in accordance with the standards of the PCAOB. Those standards require thatwe
plan and perform the audit to obtain reascnable assurance about whether the financial statement is free of
“material misstatement, whether due to error or fraud. Our audit included petforming procedures to assess
the risks of material misstatement of the financial stalement, whether due to error or fraud, and performing
proceduwsmat 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,

7773@11 PJuasha 1LF

Chicago, Minois
February 18, 2021



CHIMERA SECURITIES, LLC

Staternent of Financial Condition
December 31, 2020

ASSETS
Cash-and cash'eguivalents 5 4,617,430
Receivable from broker-dealers 2,336,279
Securities owned, at fair value 88,806,781
Furniture, equipment, software, and leasehold improvements, at cost

{net of accurnulated depreciation and amortization of $1,413,345) 1,269,851
Operating lease asset ‘2,466,440
Otherassets 482,080

TOTAL ASSETS $ 0997586

LIABILITIES AND STOCKHOLDERS" EQUITY

LIABILITIES: _ v
Payable to broker-dealer -3 243,000
Securifies sold, not yet purchased, at fair value 8,749,434
Operating lease lability 2,935,340
Accounts payable and accrued expenses 4,326,962

TOTAL LIABILITIES 14,254,736

Member's Equity 85724125

TOTAL LIABILITIES AND MEMBERS' EQUITY ‘ $ 99978.861

See accompanying notes to financial statement
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CHIMERA SECURITIES, LLC

Notes to Financial Statement
For the Year Ended December 31, 2020

1. Organization and Nature of Business

‘Chimera Secirities, LLC (the “Company™), a Delaware limited liability company, was formed on May 28,
2008, The Company is a registered broker-dealer with the Securities and Exchange Commission and is
a member of the NASDAQ: PHLX {"PHLX"} Exchange. PHLX is the Company's designated examining
authority. The Company engages primarily in the proprietary trading of exchange-traded equily
securities and equity options contracts. ‘The Company has two classes of membership interest, Class A
members participate in the Company’s: general activities and have management and voting rights.
Class B members participate in their individual trading activities,

2 Summary of Significant: Accounting Policles

Basis.of Accounting

The Company's financial statements hiave been prepared in  accordance with accounting principles
generally accepted. in the United States of America and are staled in U.S. dollars. The following is a
summary of the significant accounting policies used in oreparing the financial statements:

Revenue Recognition and Secutities Valuation.
Securities transactions and related revenus and expenses are recorded on a trade date basis and,
accordingly, gaing and losses are recorded on unsettled transactions.

All financial instruments are recorded in the statemen: of financial condition at fair value in accordance
with Accounting Standards Codification (ASC) 820 - Fair Value Measurement and Disclosures (see
Note 4).

Realized and unrealized gains or losses from securities are included in trading gains in the statement of
operations.

Depreciation and Amortization

Furniture, equipment, and software are being depreciated over the estimated useful lives of the assets
using the straight-ine method. Leasehold improvements are being amortized on a straight-line basis
over the term of the associated lease. Depreciation and amortization expense totaled $697 456 for the
vear ended December 31, 2020



CHIMERA SECURITIES, LLC

Notes to Financial Statement
For the Year Ended December 31, 2020

Z:Summary of Significant Accounting Policies, sontinued

Use of Estimates ,

The preparation of financial statements in conformity with U.S. Generally Accepted ‘Accounting
Principles requires management to make estimates and assumptions that affect the amounts reponed in
the financial statements and the accompanying notes. Management determines that the estimates
utifized in preparing its financial statements are reasonable and prudent. Actual results could differ from
these esfimates.

Income Taxes

The Company is & limited fiability company with all taxable income or loss recorded in theincome:tax
returns of its. members. Accordingly, no provision for income taxes has been made in the accompanying
financial statements. '

In accordance with GAAP, the Company is required to determine whether its tax positions are more
fikely than not to:be sustained upon examination by the applicable taxing authority, based on the
technical merits of the position, Generally, the Company is no longer subject {0 income tax examinations
by major taxing authorities for the years before 2017. The tax benefit recognized is measured as the
largest-amount of benefit that has a greater than fifty percent likelihood of being realized upon ultimate
seftlement with the. relevant taxing authorities; Based on its analysis, the Company has determined that
fthas not incurred any liability for unrecognized tax benefits as of Decermber 31, 2020

Cash Equivalents
Cash equivalents consist of money market deposits with maturities of less then three months.

Accounting for Leases

In February 2016, the FASB amended the guidance on accounting for leases. The new guidance
required lessees 1o recognize right-okuse (ROW) assels and lease liabilities on the balance sheet for the
tights and obligations created by all qualifying leases. The recognition, measurement, and pressntation
of expenses and cash fiows arising from a lease by a lessee remains substantially unchanged and
depends on classification as a finance or operating lease.

At adoption, the Company recoghized lease fiabilities of $3.7 million, representing the present value of
he remaining minimum fixed lease payments based on the incremental borrowing rates as of June
2018, Changes in fease liabilities are based on current period interest expense and cash payments. The
Company also recognized ROU assets of $3.1 millior. at adoption, which represents the measurement
of the lease liabiliies and: includes lease incentives received, For further information, see Note 6 —
Commitments.



Notes to Financial Statement
For the Year Ended December 31, 2020

3. Financial Instruments

ASC 815, Derivatives-and Hedging, requires qualitative disclosures about objectives and strategies for
using derivatives, quantitative disclosures about fairvalue amounts of gains and losses on derivative
instruments, and disclosures about credit risk related. contingent features in derivative: agreements: The
disclosure requirements of ASC 815 distinguish between derivatives, -which: are accounted for &s
“hedges” and those that do not qualify for such accounting. Although the Company may sometimes use
derivatives, the Company reflects derivatives at fair value and recognizes changes in fair value through
the statéement of operations, and as such does not quaify for ASC 815 hedge accounting treatment.

In the nommal course of business, the Company enters into transactions in dervative financial
instruments that include equity and index options contracts, as part of the Company’s overall trading
stralegy. All derivative instruments are held for trading purposes, Al positions are repurted in the
accompanying statement of financial condition at fair value and -gains and losses from derivative
financlal instruments are refiected In trading losses in the statement of operations

Options contracts geant the putchaser, for the payment of & prerium, the right to either purchase from
or seli to-the writer a specified financial instrument under agreed terms at a specified future date. Asa
writer of Gptions ‘contracts, the Company. receives 4 premium in exchange for bearing the risk of
unfavorable changes inthe price of the financial instruments underlying the options.

Securities sold, not yet purchased and short options represent obligations of the Company to defiver the
specified security and, thereby, create a liability to repurchase the security in the market at prevailing
prices. Accordingly, these transactions result in risk-as the Company's satisfaction of the: obligations
may exceed the amount recognized in the statement of financial condition.

Risk arises from the potential inability of counterparies to perform under the terms of the contracts
{crediit risk) and from changes in the values of the underlying financial instruments (market risk). The
Company. is subject to credit risk to the extent any broker with whom it conducts business is unable to
fulfill contractual obligations on its behalf. The Company attempts to minimize its exposure to credit risk
by.monitoring brokers wilh whom it conducts investment activities. In management’s opinion, market risk
is substantially diminished when all financial Instruments are aggregated,



) ‘Notes'to Financiai Statement
For the Year Ended December 31, 2020

4, Fair Value Measurement and Disclosure

ASC 820 defines fair value, establishes a framework for measuring fair value, and establishes a fair
value hierarchy which prioritizes the inputs to valuations techniques: Falr value is the price that would
be received to sell an asset or paid to transfer a liability in an drderly transaction. between market
participants at the measurement date. A fair value 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 & principal market, the most advantageots market: Valuation technigues that are consistent with the
market, income or costapproach, as specified by ASC 820, are used fo measure fair value.

The fair value hlerarchy priciitizes the inputs to valuation téchniques. used 1o° measure-fair value inlo
three broad levels:

« Level 1inputs are quoted prices (unadjusted) in active markets for identical assets of liabilities the
Company hasthe.ability o access.

+'Level 2 inputs are inputs other than quoted prices incltided within Level 1 that are.observable for
the assel or liability, either directly orindirectly.

» Level 3 are unobservable inputs for the -asset or liability and rely on management's own
assurmptions that market participants would use in pricing the assetor liability. The unobservable inputs
should be-developed based on the bestinformation avallable in the circumstancgs and may include the
Company's own data,

The availability of valuation technigues and observable inputs can vary from. investment to.investment
and is affecled by a wide variety of faciors, including ihe type of investment, whether the investmentjs
new and not yel established in-the marketplace. and other characteristics particular to the ansaction.
To the extent that valuation is based on miodels or inputs that are Jess observable of unobservable. in
the market, the determination of fair value requires more judgment, Those: estimated values do not
necassanly represent the amounts that may be ultimately realized due to the cocurmence of future
cifcumstances that cannot be reasohably 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 markét for the investments existed, Accordingly; the degree of judgment éxercised by the
Company in detérining fair value is greatest for investments catégorized in Level 3. In certain cases;
the: inputs used to measure fair value may fall into different tevels of the fair value hierarchy. - in-such
cases, for disclosure purposes, the level in the fair value hierarchy within which the fair value
measurement in its entirety falls is delermined based on the lowest level input that is significant to the
fair value measurement.



Notes to Financial Statement.
For the Year Ended December 31, 2020

4, Fair Value Mesasurement and Disclosure, continued

‘The Company values its investments based on the following principles and method of valuation:

investments in:equities and equity options listed on an exchange and which are freely transferable are
valiied at their last sales price on such exchange on the date of valuation. To the extent these
securities are actively traded, and valtiation adjustments are not applied, they are categorized in Level 1
of the fair value hierarchy. Preferred and other equities traded on inactive markets or valued by dealer
quotations or an altemative pricing source or model supported by observable inputs are classified within
| evel 2

Investments in securities sold short, not yet purchased represent obligations to purchase such securities
at a future date. The value of the open short posion is recorded as a liability, and the Company
records an unrealized appreciation or depreciation to the extent of the difference between the proceeds
received and the value of the open short position. The: Company records a realized gain or loss when
the short position is closed out. By enfering into short sales, the Company bears the market risk of
increases in value of the security sold short in excess of the proceeds received.

Investments i exchange-traded derivatives, such as exchange-traded option contracts, are typically
classified within Level 1 or Level 2 of the fair value hierarchy depending on whether or not they are
deemed to be actively traded.

The following table presents the Company's fair value hierarchy for those assets and liabilities measured
at fair value as of December 31, 2020.

Level 1,

Securities owned, at fair value
Stocks 86,736,622
Equiy Oplions 2,071,259
$ 88,808,781

Liabilities
Securities sold, not yet purchased, at fair value:

Stocks 6,702,684
Equity Options 46,750
$ 6,749,434

At December 31,2020, the Company held no Level 2 or Level 3 invéstments.



Chimera Secu‘rities, LLO

Notes to Financial Statement
Forthe Year Ended Decermnber 31, 2020

5. Clearing Agreements

The Company has a clearing agreement witly Electronic- Transaction Clearing, Inc. (‘ETC"). The
agreement requires thatthe Company maintain a minimum net liquidating equity of $250,000.

8. Commitments

The Company conducts its operations in leased office facilities under a non-cancellable lease with a rent
escalation rate of 2.5% that expires March 31, 2025. In accordance with ASC 842, the Company has
recorded a right of use asset and a lease liability based on the present value of the fulure payments
calcufated with a 7.5% discount rate. Annual rentals are charged to current operations,

Year Encling

Amount
2021 $ 710,436
2022 710,436
2023 710,436
2024 710,436
Thereafter 130,484
Totat $ 2972208
inputed Interest [36,868)
‘Prasent Value of Lease Liability 2935340



Securities LLO

Notes to Financial Statement
For the Year Ended December 31, 2020

7. Guarantees

Accounting Standards Godification Topic 460 {*ASC 460", Guarantees, requires the Company 1o
disclose information, about : s obligations under certain. guarantee. arrengements. ASC 460 defines
guarantees as contracts and indemnification agreements that contingently require a guarantor to make
payments to the guaranteed parly based on changes in-an underlying (such as an interest or foreign
exchange rate, security price, an index or the ooourrerce or nonoccurrencs. of a specified event) related
10 an asset, Hability or equity security of a guaranteed party. This guidance also defines guarantees as
contracts that contingently require the. guarantor to make payments to the guaranteed party based on
another entity's failure to perform under an agresment, as well as indirect guarantees of the
indebtedness of others

Certain derivatives contracts that the Company has entered into meet the accounting definition of a
guarantee under ASC 460. Derivatives that mest the ASC 460 definition of guarantees include written
options. The maximurm potential payout for these derivatives confracts cannot be esfimated as
increases in interest rates, foreign exchange rates, securities prices, and Indices in the future .could
possibly be unlimited.,

The Compsany records all derivative contracts at fair value. For this reason, the Company does not
rronitor its risk exposure: to derivatives confracts based on derivative notional amounts; rather the
Company manages its risk exposure on & fair value basis. The Company believes that the notional
amounts of the derivative contracts generally overstate its exposure. Aggregate market risk limits have
been established, and market risk measures are routinely monitored against these limits. The Company
believes that market risk is substantially diminished when all financial instruments are aggregated.

8, Cradit Concentration

At December 31, 2020, a significant. credit concentration consisted of approximately- $84.1 million,
representing the fair value of the Company's trading accounts carried by one of its. clearing brokers,
Electronic Transaction Clearing, Inc. Management does not consider any credit risk associated with this
receivable to be sianificant.

At Decomber 31, 2020, the Company had 4 cash balance at one bank in excess of FDIC limits by
approximately $4,367,430. Management does not consider any credit risk associated with this
receivable fo be significant



Notes to Financial Statement
For the Year Ended December 31, 2020

9. Net Capital Reguirements

The Company is subject to the Securiies and Exchange Commission Uniform Net Capital Rule (Rule
15(€)3-1). Under this rule, the Company is required to maintain "net capital” equal 1o the greater of
$100.000 or 6% percent of "agqaregate indebtedness”, as defined.

At-December 31, 2020, the Company had net capital and net capital requizements of $66,079,718 and
$336.924, respecilively.

10. Contingencies

The Compary, in the normal course of business, may be subject to various legal and regulatory
proceedings. These matters are vigorously defended as they arise. The Company: provides. for
expenses -associgted with such: claims when such amounts are’ probable and can be reasonably
estimated. The Company currently does hot bave any material amounts dccrued for legal or regulatory
proceedings. '

11. Recent Accounting Developments

In June 2016, the FASB issued ASU 2016-13, Measurement of Credit Losses on Financial instruments -
Credit Losses ("ASC 326"). The main objective of ASC 326 is to provide financial statement users with
more useful information about the expected credit losses on financial instruments and other
commitments to extend credit held by an enity at each reporting date. To achieve this objective, the
amendments in this Topic replaces the incurred loss impainment methodology in U.S. GAAP with a
methodalogy that reflects expected oredit losses and requires consideration of a broader range of
reasonable and supporiable information 1o develop credit loss estimates. This is adjusted each period
for chariges in expected lifetime credit losses at the time the financiat asset is originated or acquired.
For financial assels measured at amortized costs (i.e., cash and accounts receivable), the Company
has conciutiad that there are de minimus expected ¢redit losses based on the nature and contractual life
or expected life of the financial assets and immaterial historical losses. On January 1, 2020, the
Company adopted ASC 326 using the modified retrospective approach for all in-scope assets, which did
not result in'an adjustment to the opening balance in pariners’ capital.

12. Subsequent Events

The Company's management has evaluated events and transactions through February 19, 2021, the
date the financial statements were issued, rioting no material- events requiring disclosure in the
Company's financial statements, other than those noted below,

The Company received 510,000 in capital contiibutions during the subsequent events period and has

remitted $60,033,430 in capital distributions. The Company has remained in regulatory compliance
througthout the subsequent events period,
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