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KPMG LLP
Aon Center
Suite 5500
200 E. Randolph Street
Chicago, IL 60601-6436

KPMG LLP, a Delaware limited liability partnership and a member firm of  
the KPMG global organization of independent member firms affiliated with  
KPMG International Limited, a private English company limited by guarantee. 

Report of Independent Registered Public Accounting Firm 

To the Member and Management 

Strategas Securities, LLC: 

Opinion on the Financial Statement 

We have audited the accompanying statement of financial condition of Strategas Securities, LLC 

(the Company) as of December 31, 2021, and the related notes (collectively, the financial statement). In our 

opinion, the financial statement presents fairly, in all material respects, the financial position of the Company as 

of December 31, 2021, in conformity with U.S. generally accepted accounting principles. 

Basis for Opinion 

This financial statement is the responsibility of the Company’s management. Our responsibility is to express an 

opinion on this 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 Company 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. 

We have served as the Company’s auditor since 2020. 

Chicago, Illinois 

February 28, 2022 
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STRATEGAS SECURITIES, LLC 
STATEMENT OF FINANCIAL CONDITION 

DECEMBER 31, 2021 

See accompanying notes to the statement of financial condition. 

Cash and cash equivalents 23,468,796$   

Accounts receivable 1,210,795       

Deposit with clearing broker 2,000,000       

Receivables from clearing and other broker-dealers 258,596         

Prepaid expenses and other assets 588,383         

Due from related parties 767,826         

Notes receivable, net 429,321         

Fixed assets, net of accumulated depreciation of $745,045 661,343         

Lease right-of-use assets 2,789,160       

Goodwill 36,308,703     

Intangible assets, net of accumulated depreciation of $8,953,060 23,549,140     

TOTAL ASSETS 92,032,063$   

Liabilities

  Accounts payable and accrued expenses 947,095$        

  Accrued compensation, bonus and benefits 6,818,171       

  Deferred revenue 1,373,683       

  Operating lease liabilities 2,827,766       

  Deferred tax liability, net 2,417,522       

TOTAL LIABILITIES 14,384,237     

Member's equity 77,647,826     

TOTAL LIABILITIES AND MEMBER'S EQUITY 92,032,063$   

Liabilities and Member's Equity

Assets
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DECEMBER 31, 2021 
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(1) Organization and Nature of the Business
Strategas Securities, LLC (the Company) is registered as a securities broker-dealer and an 
investment adviser with the Securities and Exchange Commission (SEC) under the Securities and 
Exchange Act of 1934 and the Investment Advisers Act of 1940, and is also a member of the 
Financial Industry Regulatory Authority (FINRA).  The Company is a wholly-owned subsidiary of 
Baird Financial Corporation (Baird), a Wisconsin company, which is a wholly-owned subsidiary 
of Baird Financial Group, Inc. (BFG or the Parent).
The Company provides macroeconomic research and consulting, and capital market services to its 
institutional clientele. Additionally, the Company operates an equities and fixed income trade desk 
on an agency basis which facilitates payment for its services by certain clients through commissions 
on securities transactions introduced to its clearing broker-dealer on a fully disclosed basis, 
operating under the exemptive provision of paragraph (k)(2)(ii) of SEC Rule 15c3-3.

(2) Summary of Significant Accounting Policies

The following is a summary of the significant accounting policies followed by the Company in the 

preparation of its financial statements.

(a) Estimates
The preparation of the financial statements in conformity with accounting principles generally 
accepted in the United States of America (U.S. 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. Actual results may 
differ from those estimates.

(b) Cash and Cash Equivalents
Cash and cash equivalents include a money-market account and an interest-bearing demand 
deposit account, as well as non-interest bearing accounts with two nationally recognized, 
publicly-listed financial institutions. Balances in excess of the Federal Deposit Insurance 
Corporation (FDIC) insured limit potentially subjects the Company to concentration of credit 
risk. The Company has not experienced any losses in such accounts and management believes 
risk of loss to be minimal.

(c) Deposit with Clearing Broker

As required by the clearing agreement, the Company maintains a deposit with the clearing 
broker. The size of the deposit is determined based on several factors including volume of 
trading activity and price volatility of the securities traded, among other factors. The Company 
deposits cash to meet these obligations.
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NOTES TO STATEMENT OF FINANCIAL CONDITION 

DECEMBER 31, 2021 
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(d) Receivables 
 
Notes Receivable, Net 
In conjunction with Baird’s acquisition of Strategas Securities and Strategas Asset 
Management, LLC (SAM), an affiliated registered investment advisor, the Company awarded 
certain key employees shares of Baird stock totaling approximately $2,000,000 which vest 
evenly over a five-year period. Concurrent with the granting of the awards, the Company 
recorded non-interest bearing notes receivable from the key employees. Such notes are to be 
forgiven over the vesting period as long as each individual remains employed by the Company.  
 
The unvested shares represent collateral for the uncollected and yet-to-be-forgiven receivables. 
When an employee is terminated with the Company, the unamortized note balance of any 
outstanding notes immediately becomes due to the Company, the unvested shares being held 
are liquidated, and the proceeds are remitted to the Company. As such, there is no material risk 
of loss to the Company. 
 
Refer to footnote 8, Notes Receivable for further information. 
 
Accounts Receivable 
Accounts Receivable primarily includes receivables from contracts with customers for research 
and consulting services. The timing of revenue recognition may differ from the timing of 
payment by clients. The Company records a receivable when revenue is recognized prior to 
payment and has an unconditional right to payment. Alternatively, when payment precedes the 
provision of the related services, the Company records deferred revenue until the performance 
obligations are satisfied. 
 
Receivables are stated at the amount the Company expects to collect. The Company maintains 
allowances for credit losses for estimated losses resulting from the inability of customers to 
make required payments. At December 31, 2021, the Company determined that its receivables 
were fully collectible and an allowance for credit losses was not required. 
 
Receivable from Clearing and Other Broker-dealers 
In the normal course of business, the Company conducts its trading activity with its clearing 
broker on an agency basis as an introducing broker on behalf of and for the transactions of its 
institutional customers. The clearing and depository operations for the Company's customer 
accounts are performed by its clearing broker pursuant to a clearance agreement. 
 
In establishing an allowance for these receivables, management considers their historical loss 
rate, short-term nature, and the expectation that changes to the market would not impact the 
ability or intent of the broker to pay. At December 31, 2021, no allowance for credit losses was 
established. 
 

(e) Income Taxes 
 
Income taxes are accounted for under the asset and liability method. The Company is included 
in the consolidated income tax returns of BFG in the U.S. Federal jurisdiction and various 
consolidated states. The Company also files separate income tax returns in various state and 
local jurisdictions. Federal income taxes are calculated as if the Company filed on a separate  
return basis. Deferred tax assets and liabilities are recognized for the future tax consequences 
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attributable to differences between the financial statement carrying amounts of existing assets 
and liabilities and their respective tax bases and operating loss and tax credit carryforwards. 
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to 
taxable income in the years in which those temporary differences are expected to be recovered 
or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized 
in income in the period that includes the enactment date. The Company recognizes the financial 
statement benefit of a tax position only after determining that the relevant tax authority would 
more-likely-than-not sustain the position following an audit. For tax positions meeting the 
more-likely-than-not threshold, the amount recognized in the financial statements is the largest 
benefit that has a greater than 50 percent likelihood of being realized upon ultimate settlement 
with the relevant tax authority. The Company classifies interest and penalties, if any, related to 
unrecognized tax benefits as a component of tax expense. 
 
Refer to footnote 8, Income Taxes for further information. 
 

(f) Fixed Assets, Net 
 
Fixed assets are carried at cost less accumulated depreciation. Depreciation of office 
equipment, furniture and fixtures and software is computed using a straight-line method over 
the estimated useful lives of the assets of five to seven years. Leasehold improvements are 
amortized over the shorter of the terms of the lease or useful life. 
 
Refer to footnote 4, Fixed Assets for further information. 
 

(g) Leases 
 
The Company follows Financial Accounting Standards Board Accounting Standards 
Codification (ASC) Topic 842, Leases. ASC Topic 842 states that a lease is a contract, or part 
of a contract, that conveys the right to control the use of identified property or equipment for a 
period of time in exchange for consideration. In making this determination, the Company 
considers if it obtains substantially all of the economic benefits from the use of the underlying 
asset and directs how and for what purpose the asset is used during the term of the contract. 
 
The Company leases its offices under various non-cancelable leases, all of which are operating 
leases. Some of the leases contain renewal and/or termination options, escalation clauses, rent-
free holidays and operating cost adjustments. In addition to office leases, the Company enters 
into leases for certain office equipment on a recurring basis. 
 
The Company recognizes a right-of-use (ROU) lease asset and related lease liability on the 
Statement of Financial Condition for all leases with a term greater than twelve months. The 
lease liability represents the Company’s obligation to make future lease payments and is 
recorded at an amount equal to the present value of the remaining minimum lease payments. 
The ROU lease asset, which represents the right to use of the underlying asset during the lease 
term, is measured based on the carrying value of the lease liability, adjusted for other items, 
such as lease incentives and uneven rent payments. 
 
The Company will generally extend office leases if the lease situation is advantageous to the 
Company. 
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Should the Company at any point in time identify a need to borrow funds, it would initially 
utilize its relationship with Baird before considering outside lenders. As such, the Company 
uses Baird’s incremental borrowing rate in its calculations. 
 
For leases that contain escalation clauses or rent-free holidays, the Company recognizes the 
related rent expense on a straight-line basis from the date the Company takes possession of the 
property to the end of the initial or extended lease term. The Company records any difference 
between the straight-line rent expense and amounts paid under the leases as part of the 
amortization of the ROU lease asset. 
 
Refer to footnote 6, Leases for further information. 
 

(h) Goodwill and Intangible Assets 
 
The Company recorded goodwill and intangible assets in conjunction with the 2018 acquisition 
by Baird. 
 
The Company follows ASC Topic 350, Intangibles – Goodwill and Other. ASC Topic 350 
states that goodwill shall not be amortized. Instead goodwill shall be tested for impairment at 
a level of reporting referred to as a reporting unit when circumstances indicate there may be an 
impairment. An intangible asset that is not subject to amortization shall be tested for 
impairment annually and more frequently if events or changes in circumstance indicate that it 
is more-likely-than-not impaired. 
 
The Company has the option to first assess qualitative factors to determine whether the 
existence of events or circumstances leads to a determination that it is more-likely-than-not that 
the fair value of a reporting unit is less than the carrying amount. If the Company determines 
that the fair value of a reporting unit is more-likely-than-not greater than the carrying amount, 
it would not be required to perform a quantitative assessment of goodwill for that reporting 
unit. The quantitative assessment requires a comparison of the fair value of the reporting unit 
with its carrying value, including goodwill. If the fair value of the reporting unit exceeds its 
carrying value, the related goodwill is not considered impaired and no further analysis is 
required. If the carrying value of the reporting unit exceeds the fair value, the Company must 
recognize an impairment in an amount equal to that excess. 
 
As of December 31, 2021, the Company performed a qualitative evaluation of its goodwill to 
determine whether it was more-likely-than-not that the carrying value of the reporting unit, 
including goodwill, was in excess of the fair value of the reporting unit. In performing the 
qualitative assessment for each reporting unit, the Company considered, among other things, 
the year over year financial performance of the Company and its reporting units, 
macroeconomic conditions, changes in management or key personnel, and the performance of 
comparable companies versus the prior year. Based on the outcome of the qualitative 
evaluation, it was determined to be not more-likely-than-not that the carrying value of the 
Company was greater than the fair value and no impairment charges were recorded. 
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Intangibles with finite lives are amortized on a straight-line basis over their respective useful 
lives, and reviewed for potential impairment whenever events or changes in circumstances 
indicate that the carrying value of an intangible asset may not be fully recoverable. The 
Company did not recognize any impairment of intangible assets during the year ended 
December 31, 2021. 
 
Refer to footnote 7, Goodwill and Intangible Assets for further information. 
 

(i) Accrued Compensation, Bonus and Benefits 
 
Accrued compensation, bonus and benefits includes salaries, wages, bonuses and related 
withholdings and payroll taxes that are short-term in nature, payable within the following three 
months.  On occasion, the Company may grant deferred bonus awards that vest and are payable 
over a period of up to three years.  These awards are expensed at the date of the grant as no 
future services are required, subject to continued employment. 
 

(j) Newly Effective Accounting Pronouncements 
 
In December 2019, ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for 
Income Taxes was issued. The new guidance simplifies the accounting for income taxes by 
removing certain exceptions to the general principles in current guidance related to the 
approach for intraperiod tax allocation, the methodology for calculating income taxes in an 
interim period, and the recognition of deferred tax liabilities for outside basis differences. The 
update also changes the current guidance on how to apply the income tax guidance to franchise 
taxes that are partially based on income. The Company adopted this guidance as of January 1, 
2021, prospectively. The adoption of the accounting update did not have a material impact to 
the financial statements. 
 

(3) Revenue from Contracts with Customers 
 
The Company receives certain payments from customers classified as hard and soft dollar 
considerations for its services provided over the passage of time, and when no further performance 
obligations are required to be satisfied by the Company, records amounts due as accounts 
receivable. When the customer performs before the Company by prepaying part or all of its charges, 
the Company records the liability as Deferred revenue in the Statement of Financial Condition. As 
of December 31, 2021, the total revenue deferred was approximately $1,373,700. 
 
The Company also earns revenue on an agency basis by facilitating transactions in non-listed, 
typically pre-IPO companies, on both a primary and secondary basis. These private market 
transactions fees are generated on a primary basis by introducing the private company to 
prospective investors; secondary transaction fees are earned by introducing individual sellers to 
buyers. 
 
Revenue is accrued in circumstances where the Company has met its performance obligations but 
not yet received payment. As of December 31, 2021, the amount recorded for revenue earned but 
not invoiced was approximately $421,400 and is included in Accounts receivable in the Statement 
of Financial Condition. 
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(4) Fixed Assets 
 
Fixed assets consisted of the following at December 31, 2021: 
 

 
 

(5) Employee Benefit Plans 
 
The Company sponsors a defined contribution 401(k) plan, the Strategas Securities, LLC 401(k) 
Plan (the Plan). Pursuant to the Plan, the Company is required to make safe harbor contributions 
up to a maximum of 3% of non-highly compensated employees' compensation. The Company may 
also make a discretionary contribution to the Plan. Elective contributions and the safe harbor 
contributions vest immediately; the employer's discretionary contributions vest over a six-year 
period.  
 

(6) Leases 
 
The Company occupies office space and leases equipment under non-cancelable operating lease 
arrangements. Some of these lease arrangements include escalating clauses which are recognized 
on a straight-line basis over the life of the lease. 
 
Future minimum lease payments are as follows:  
 

 
 
 
 
 
 
 
 
 

Computer software and equipment 534,893$      
Furniture and fixtures 811,249        
Leasehold improvements 69,246          

Total Fixed Assets 1,415,388      

Less: Accumulated depreciation and amortization (754,045)       
Fixed Assets, Net 661,343$      

2022 424,018$       
2023 493,336         
2024 422,013         

2025 422,013         
Thereafter 1,438,784      

Total Undiscounted Lease Payments 3,200,164      
Less: Imputed Interest (372,398)       
Total Lease Liabilities 2,827,766$    
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(7) Goodwill and Intangible Assets 
 
Goodwill and intangible assets resulted from the 2018 acquisition by Baird. The following table 
provides a summary of the Company’s goodwill and intangible assets by type: 

 
(8) Income Taxes 

 
The major deferred tax items are as follows: 
 

 
No valuation allowance is required as management believes it is more-likely-than-not that the 
deferred tax assets are realizable. 
 
Uncertain Tax Positions 
The Company recognizes the financial statement benefit of a tax position only after determining 
that the relevant tax authority would more-likely-than-not sustain the position following an audit. 
For tax positions meeting the more-likely-than-not threshold, the amount recognized in the 
financial statements is the largest benefit that has a greater than 50 percent likelihood of being 
realized upon ultimate settlement with the relevant tax authority.  
 
The Company is included in the consolidated income tax returns of BFG in the U.S. Federal 
jurisdiction and various consolidated states. The Company also files separate income tax returns in 
various states and local jurisdictions. The federal income tax returns for the years prior to 2018 and 
the state and local tax returns for the years prior to 2017 are no longer subject to examination by 
income tax authorities, unless subsequently amended. 

Type
Life 

(Years) Amount
Accumulated 
Amortization

Net Carrying 
Value

Goodwill 36,308,703$   36,308,703$   

Client List 20 25,622,900$   5,124,580$    20,498,320$   

Trade Names 10 4,187,400      1,674,960      2,512,440      
Non-compete Agreement 5 2,691,900      2,153,520      538,380         

Total Intangible Assets 32,502,200$   8,953,060$    23,549,140$   

Deferred Tax Assets:
Net Operating Loss 771$              
Operating Lease Liabilities 663,180          

Total Deferred Tax Assets 663,951          

Deferred Tax Liabilities:
Accrued Expenses and Reserves 7,935$            
Goodwill and Intangibles 2,307,314       
Depreciation and Fixed Asset Gain/Loss 81,346            
Lease Right of Use Asset 684,878          

Total Deferred Tax Liabilities 3,081,473       

Deferred Tax Liabilities, Net (2,417,522)$    
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The Company’s unrecognized tax benefits are analyzed and monitored to ensure they are adequate 
and reflective of known events. The Company believes that it is reasonably possible that a portion 
of the balance of the gross unrecognized tax benefits could decrease in the next twelve months due 
to ongoing activities with various taxing jurisdictions that the Company expects may give rise to 
settlements or the expiration of statute of limitations. The Company continually evaluates expiring 
statutes of limitations, audits, proposed settlements, changes in tax law, and new authoritative 
rulings. The Company classifies interest and penalties, if any, related to unrecognized tax benefits 
as a component of tax expense. 
 

(9) Off-Balance Sheet Risk and Concentration of Credit Risk 
 
The Company is engaged in various trading and brokerage activities in which counterparties 
primarily include broker-dealers, banks and other financial institutions. 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 review, as necessary, the credit standing of each counterparty. 
 
As a result of the spread of COVID-19, economic uncertainties have arisen which have negatively 
impacted and are likely to continue to negatively impact our businesses, financial condition, results 
of operations, cash flows, strategies and prospects. The extent of the impact on our operational and 
financial performance will depend on certain developments, including the duration and spread of 
the outbreak and impact on our clients, employees and the markets in which we operate our 
businesses, all of which are uncertain at this time and cannot be predicted. The extent to which 
COVID-19 may impact our financial condition or results of operations cannot be reasonably 
estimated at this time. 
 

(10) Related-Party Transactions 
 
The Company is allocated certain expenses from Baird including legal, compliance and marketing 
costs. The Company separately records its liability for income taxes under a tax sharing agreement 
with Baird. 
 
The Company serves as sponsor and underwriter for a series of Strategas Unit Investment Trusts. 
 
During the year ended December 31, 2021, the Company maintained an expense sharing agreement 
with SAM. The agreement covers certain costs, including payroll, compliance, travel and 
entertainment and portfolio analysis application costs, as well as shared compensation and 
occupancy. 
 
Due from related parties are non-interest bearing and due on demand as follows:   
 

 
 
The Notes receivable balance of $429,321 at December 31, 2021, net of amounts forgiven, is 
reflected on the Statement of Financial Condition. 
 

Receivable from Baird 412,661$      
Receivable from SAM 355,165        

Due from Related Parties 767,826$      
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(11) Net Capital Requirements 
 
The Company is subject to the requirements of Rule 15c3-1 (Net Capital Rule) under the Securities 
and Exchange Act of 1934. The basic concept of the net capital rule is liquidity, its objective being 
to require a broker and dealer to maintain adequate net capital and ratio of aggregate indebtedness 
to net capital respectively, as defined. 
 
At December 31, 2021, the Company had net capital of $14,218,721 which was $13,445,716 in 
excess of the Company's net capital requirement of $773,005 and the percentage of aggregate 
indebtedness to net capital, required not to exceed 15 to 1, was 0.82 to 1. 
 

(12) Subsequent Events 
 
The Company has performed an evaluation of events that have occurred subsequent to December 
31, 2021, and through February 28, 2022, the date of the filing of this report. The Company is not 
aware of any subsequent events which would require recognition or disclosure in the financial 
statements as of December 31, 2021. 
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