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Report of Independent Registered Public Accounting Firm 

Directors and Member 
Boreal Capital Securities, LLC 
(A Wholly-Owned Subsidiary of Boreal Capital Holdings USA, LLC) 
Miami, Florida 

Opinion on Financial Statement 

We have audited the accompanying statement of financial condition of Boreal Capital 
Securities, LLC (A Wholly-Owned Subsidiary of Boreal Capital Holdings USA, LLC) (the “Broker-
Dealer”) as of December 31, 2021, and the related notes (collectively referred to as the 
“financial statement”). In our opinion, the financial statement presents fairly, in all material 
respects, the financial position of the Broker-Dealer at December 31, 2021, in conformity with 
accounting principles generally accepted in the United States of America. 

Basis for Opinion 

This financial statement is the responsibility of the Broker-Dealer’s management. Our 
responsibility is to express an opinion on the Broker-Dealer’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 
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 Broker-Dealer’s auditor since 2021. 
Miami, Florida  Certified Public Accountants 
March 22, 2022 



 

 
 

Assets
Cash and cash equivalents 502,195$     
Cash segregated under regulatory requirments 100,035       
Receivables from clearing broker 3,589,590    
Deposit with clearing broker 263,781       
Forgivable loans receivable, net 740,000       
Prepaid expenses 56,001         
Other receivables 42,000         
Other assets 77,093         

Total Assets 5,370,695$  

Liabilities and Member's Equity

Liabilities:
Commissions payable 293,236$     
Accounts payable and accrued expenses 248,826       
Payable to affiliates 326,997       
PPP loan payable 183,296       

1,052,355    
Commitments and contingencies (Note 8)

Member's equity 4,318,340    

Total Liabilities and Member's Equity 5,370,695$  

Boreal Capital Securities, LLC

Statement of Financial Condition
December 31, 2021

See accompanying notes to the Statement of Financial Condition

(A Wholly-Owned Subsidiary of
Boreal Capital Holdings USA, LLC)
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BOREAL CAPITAL SECURITIES, LLC 
(A Wholly-Owned Subsidiary of 

Boreal Capital Holdings USA, LLC) 
Notes to the Statement of Financial Condition 

December 31, 2021 
 

 
1. ORGANIZATION 

 
 
Boreal Capital Securities, LLC (the “Company”) is a broker-dealer registered with the Securities and 
Exchange Commission (“SEC”) and is a member of the Financial Industry Regulatory Authority 
(“FINRA”).  The Company is a wholly-owned subsidiary of Boreal Capital Holdings USA, LLC (the 
“Parent”).  The Parent is owned by Mora Banc Grup, S.A., an international bank based in Andorra.  
The majority of the Company’s customers are primarily from Latin America.  The Company was 
formed in 2011 as a limited liability company in accordance with the laws of the state of Delaware. 
 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Presentation 
The accounting policies and reporting practices of the Company conform to the predominant practices 
in the broker-dealer industry and are in accordance with accounting principles generally accepted in 
the United States of America (“US GAAP”). 
 
Use of Estimates 
The preparation of a Statement of Financial Condition 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 end of the reporting 
period. The actual outcome could differ from those estimates. 
 
Government and Other Regulation 
The Company’s business is subject to significant regulation by various governmental agencies and 
self-regulatory organizations, including the SEC and FINRA. Such regulation includes, among other 
things, periodic examinations by these regulatory bodies to determine whether the Company is 
conducting and reporting its operations in accordance with the applicable requirements of these 
organizations.  As a registered broker dealer, the Company is subject to the SEC’s net capital rules 
(Rule 15c3-1) which require that the Company maintain a minimum net capital, as defined. 
 
Cash and Cash Equivalents 
Cash consists of deposits with banks and all highly liquid investments, with maturities of three months 
or less, that are not segregated and deposited for regulatory purposes. The Company may, during the 
ordinary course of business, maintain account balances with banks in excess of federally insured 
limits. The Company has not experienced losses on these accounts and management believes that 
the Company is not exposed to significant risks on such accounts. 
  
Clearing Arrangement 
The Company has a clearing agreement with Pershing Clearing (the “Clearing Broker”) to provide 
execution and clearing services on behalf of its customers on a fully disclosed basis. All customer 
records and accounts are maintained by the Clearing Broker. Pursuant to a clearing agreement, the 
Company is required to maintain a deposit of $250,000. Such deposit is required to be retained by the 
Clearing Broker for the duration of the clearing arrangement and will be returned the Company, as 
long as the Company does not have obligations to the Clearing firm it cannot otherwise satisfy within 
a short period after the termination of the arrangement.   
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BOREAL CAPITAL SECURITIES, LLC 
(A Wholly-Owned Subsidiary of 

Boreal Capital Holdings USA, LLC) 
Notes to the Statement of Financial Condition (Continued) 

December 31, 2021 
 

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Comprehensive Income 
Comprehensive income is the change in equity of a business enterprise during a period from 
transactions and all other events and circumstances from non-owner sources.  Other comprehensive 
income includes foreign currency items, and minimum pension liability adjustments.  The Company 
did not have components of other comprehensive income.  As a result, comprehensive income is the 
same as net income. 
 
Revenue Recognition 
The Company’s revenues from contracts with customers are recognized when the performance 
obligations are satisfied at an amount that reflects the consideration expected to be received in 
exchange for such services. The majority of the Company’s performance obligations are satisfied at a 
point in time and are typically collected from customers by debiting their brokerage account with the 
Company. The Company typically receives payment shortly after the Company has met the revenue 
recognition criteria. 
 
With respect to commission income, the performance obligation is satisfied on trade date, and 
therefore revenue is recognized on trade date.  
 
With respect to mutual fund fees, the Company enters into arrangements with managed accounts or 
other pooled investment vehicles (funds) to distribute shares to investors. The Company may receive 
mutual fund fees paid by the fund up front, over time, upon the investor’s exit from the fund (that is, a 
contingent deferred sales charge), or as a combination thereof. The Company believes that its 
performance obligation is the sale of securities to investors and as such this is fulfilled on the trade 
date. Any fixed amounts are recognized on the trade date and variable amounts are recognized to the 
extent it is probable that a significant revenue reversal will not occur once the uncertainty is resolved. 
For variable amounts, as the uncertainty is dependent on the value of the shares at future points in 
time as well as the length of time the investor remains in the fund, both of which are highly 
susceptible to factors outside the Company’s influence, the Company does not believe that it can 
overcome this constraint until the market value of the fund and the investor activities are known, 
which are usually monthly or quarterly. Distribution fees recognized in the current period are primarily 
related to performance obligations that have been satisfied in prior periods. 
 
The Company earns interest and dividend income from its cash equivalents and securities owned, 
less interest expense on related transactions. Interest and dividend income are not within the scope 
of ASC 606. 
  
Forgivable Loan Receivable, Net 
The Company may offer an incentive to newly-hired brokers whereby an incremental amount is paid 
to these brokers for net new assets introduced to the Company in anticipation of the expected 
revenue to be generated from these assets.  These payments are calculated and paid-out when the 
brokers are hired, and promissory notes are issued against these payments, requiring that the broker 
remain in good standing with the Company for the life of the promissory note.  If the broker violates 
the terms, the entire amount is immediate due for repayment to the Company.  However, if the terms 
are met, the promissory note is forgiven at expiration.  The Company records an asset for these 
promissory notes and amortizes them until expiration.  
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BOREAL CAPITAL SECURITIES, LLC 
(A Wholly-Owned Subsidiary of 

Boreal Capital Holdings USA, LLC) 
Notes to the Statement of Financial Condition (Continued) 

December 31, 2021 
 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Forgivable Loans Receivable, Net (continued) 
These loans generally amortize over a contractual service period of 3 to 5 years from the initial date 
of the loan and amounts related to accrued interest are reported in the same balance sheet line item 
as the other elements of the loan’s amortized cost. The Company estimates the allowance for credit 
losses by considering credit quality indicators and the recoverability of an outstanding loan balance 
from brokers that left the Company. A loan is placed on non-accrual status when, based on current 
information, it is probable that the Company will be unable to collect scheduled payments of principal 
and interest when due according to the contractual terms of the underlying loan agreement. 
Generally, loans with principal or interest payments that are more than 30 days past due are placed 
on non-accrual status. The amortized cost basis of these loans is written-off against the allowance for 
credit losses when management deems the amount to be uncollectible.  
 
Income Taxes 
The Company is treated as a partnership for Federal income tax purposes and, accordingly, generally 
would not incur income taxes or have any unrecognized tax benefits.  Instead, its earnings and losses 
are included in the tax return of its member and taxed depending on the Member’s tax situation. As a 
result, the financial statements do not reflect a provision for income taxes. 
 
The Company recognizes and measures tax positions taken or expected to be taken in its tax return 
based on their technical merit and assesses the likelihood that the positions will be sustained upon 
examination based on the facts, circumstances and information available at the end of each period. 
Interest and penalties on tax liabilities, if any, would be recorded in expenses. The U.S. Federal 
jurisdiction and Florida are the major tax jurisdictions where the Company files income tax returns. 
The Company is generally no longer subject to U.S. Federal or State examinations by tax authorities 
for years beginning before 2018. 

 
The Allowance for Credit Losses 
Accounting Standard Codification Topic 326, Financial Instruments - Credit Losses (“ASC 326”) 
impacts the impairment model for certain financial assets by requiring a current expected credit loss 
(“CECL”) methodology to estimate expected credit losses over the entire life of the financial asset.  
Under the accounting update, the Company could determine there are no expected credit losses in 
certain circumstances (e.g., based on the credit quality of the customer). 
   
The Company identified receivables from clearing brokers, forgivable loan receivables and other 
receivables (including, but not limited to, receivables related to securities transactions) as impacted 
by the new guidance.  The allowance for credit losses is based on the Company's expectation of the 
collectability of financial instruments, including receivables from clearing brokers, forgivable loan 
receivables and other receivables utilizing the CECL framework.  The Company considers factors 
such as historical experience, credit quality, age of balances and current and future economic 
conditions that may affect the Company's expectation of the collectability in determining the allowance 
for credit losses.  The Company's expectation is that the credit risk associated with receivables from 
clearing brokers, forgivable loan receivables and other receivables is not significant until they are 120 
days past due based on the contractual arrangement and expectation of collection in accordance with 
industry standards.  Accordingly, the Company has not provided an allowance for credit losses at 
December 31, 2021. 
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BOREAL CAPITAL SECURITIES, LLC 
(A Wholly-Owned Subsidiary of 

Boreal Capital Holdings USA, LLC) 
Notes to the Statement of Financial Condition (Continued) 

December 31, 2021 
 
 

2.     SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
COVID-19  
During 2020, the global novel coronavirus ("COVID-19") pandemic and initial actions taken in 
response wreaked havoc on the global economy and all financial markets, and adversely affected our 
businesses. Subsequently, the equity markets have experienced strong rebound and a supportive 
trading environment for investors has emerged along with renewed activity in the equity and debt new 
issue capital markets. We continue to monitor the impact of the pandemic on the operations.  The 
Company is not able to estimate the effects, if any, of the COVID-19 outbreak on its results of 
operations, financial condition, or liquidity for fiscal year 2022 and beyond. 
 
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”) was 
signed into law in response to the COVID-19 pandemic. The CARES Act includes many measures to 
provide relief to companies.  The Company has not taken advantage of any such measures, except 
for the Paycheck Protection Program loan discussed below in Note 7. 

 
 
3. RELATED PARTIES 

 
The Company has an expense sharing agreement with Boreal Capital Management, LLC (the “RIA”), 
a company related through common ownership. The RIA is a registered investment advisor under the 
SEC Investment Advisor Act of 1940. The Company and the RIA have entered into an agreement 
whereby they share office space and office services. The cost of such space and services are 
allocated between the entities. Further, the Company, from time to time, loans funds to the RIA for 
normal cash flow purposes. Any amounts due or owed under these relationships are due on demand 
and bear no interest. As of December 31, 2021, the Company owed $232,998 to the RIA for such 
services. 
 
In addition, the Company has an arrangement whereby an affiliate, Boreal Capital Management AG 
provides certain managerial services, and the Company reimburses the affiliate for  such services. As 
of December 31, 2021, the Company owed $93,999 to the affiliate for such services. 

 
 

4. RECEIVABLE FROM CLEARING BROKER 
 
The Company clears its customers’ transactions on a fully disclosed basis with the Clearing Broker.  
Pursuant to its clearing agreement, the Company is required to maintain a certain minimum capital 
with the Clearing Broker, in the form of either cash or securities.  The level is agreed upon from time 
to time based on the nature of the Company’s clearing activities. At December 31, 2021, the 
Company had $3,589,590 due from its clearing broker for operations. 
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BOREAL CAPITAL SECURITIES, LLC 
(A Wholly-Owned Subsidiary of 

Boreal Capital Holdings USA, LLC) 
Notes to the Statement of Financial Condition (Continued) 

December 31, 2021 
 
 
5. REGULATORY REQUIREMENTS 

 
The Company, as a registered broker-dealer, is subject to the Securities and Exchange Commission’s 
Net Capital Rule (Rule 15c3-1), which requires that the Company maintain Net Capital (as defined in 
the Rule) equal to the greater of $250,000 or 1500% of Aggregate Indebtedness, (also as defined), 
and requires that the ratio of Aggregate Indebtedness to net capital shall not exceed 15 to 1 (and the 
rule of the “applicable” exchange also provides that equity capital may not be withdrawn or cash 
dividends paid if the resulting net capital ratio would exceed 10 to1). At December 31, 2021, the 
Company’s Net Capital was $3,576,584 and the required Net Capital was $250,000. At December 31, 
2021, the Company’s ratio of Aggregate Indebtedness to Net Capital was 0.24 to 1. 
  
The Company is exempt from the provisions of Rule 15c3-3 (pursuant to paragraphs (k)(2)(i) and 
(k)(2)(ii) of such rule) of the Securities Exchange Act of 1934 as an introducing broker or dealer that 
carries no customers’ accounts, promptly transmits all customer funds and delivers all customer 
securities received to the clearing broker and does not otherwise hold funds or securities of 
customers or dealers.  Because of such exemptions, the Company is not required to prepare a 
determination of reserve requirement and the Company is not subject to the provisions of Rule 15c3-3 
pertaining to the possession or control requirements for broker dealers. 
 
The Company engages in commission rebate/recapture arrangements with institutional customers. In 
connection with this activity, and in accordance with Rule 15c3-3 of the Securities and Exchange 
Commission, the Company maintains a special reserve bank account for the benefit of customers. As 
of December 31, 2021, cash of $100,035 has been segregated in such account. Commissions paid 
out under such arrangement are included in Commission on the Statement of Operations. 
 
 

6. COMMITMENTS AND CONTINGENCIES 
 

The Company is exposed to various asserted and unasserted potential claims encountered in the 
normal course of business. In the opinion of management, the resolution of these matters will not 
have a material effect on the Company’s financial position or results of operations. 

 
7. PPP LOAN 

 
During the prior year, the Company applied for and received a Paycheck Protection Program Loan 
(commonly known as a PPP Loan) under the Cares Act of 2020 in the amount of $183,296 which 
bears interest at 1% and is scheduled to mature in 2022. The Company believes such loan shall be 
fully forgiven in accordance with its terms, however such forgiveness has not yet been received and 
therefore such amount is a liability as of December 31, 2021. 
 
The application for these funds required the Company to, in good faith, certify that the current 
economic uncertainty made the loan request necessary to support the ongoing operations of the 
Company. This certification further required the Company to take into account our current business 
activity and our ability to access other sources of liquidity sufficient to support ongoing operations in a 
manner that is not significantly detrimental to the business. The receipt of these funds, and the 
forgiveness of the loan attendant to these funds, is dependent on the Company having initially 
qualified for the loan and qualifying for the forgiveness of such loan based on our future adherence to 
the forgiveness criteria. 
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BOREAL CAPITAL SECURITIES, LLC 
(A Wholly-Owned Subsidiary of 

Boreal Capital Holdings USA, LLC) 
Notes to the Statement of Financial Condition (Continued) 

December 31, 2021 
 

 
8. FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK AND CONCENTRATION OF 

CREDIT RISK 
 

The Company enters into various transactions involving off-balance sheet financial instruments. 
These financial instruments include securities purchased and sold on a when-issued basis. These 
financial instruments are used to meet the needs of customers and are subject to varying degrees of 
market and credit risk. 
 
The Company’s customer securities activities are provided to a diverse group of institutional, 
corporate and individual investors. In the normal course of business, the Company’s customer 
activities involve the execution, settlement, and financing of various customer securities transactions. 
These activities may expose the Company to off-balance-sheet risk in the event the customer or other 
broker is unable to fulfill its contracted obligations and the Company has to purchase or sell the 
financial instrument underlying the contract at a loss. 

 
The Company is engaged in various securities trading and brokerage activities in which 
counterparties primarily include broker-dealers, banks, other financial institutions and corporations. 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. 
 

 
9. SUBSEQUENT EVENTS 

 
Management has evaluated the impact of all subsequent events through the issuance date of the 
Statement of Financial Condition. There were no subsequent events requiring disclosure in this 
Statement of Financial Condition. 
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