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Spencer Clarke LLC
Statement of Financial Condition

March 31, 2022

ASSETS

Cash $ 111,833
Accounts Receivable 10,900
Other assets 8,023

Total Assets $ 130,756

LIABILITIES AND MEMBERS' EQUITY

Accounts payable and accrued expenses $ 11,069
Liability for potential litigation 15,000

Total liabilities 26,069

Members' Equity:
Total Members' Equity 104,687

Total Liabilities and Members' Equity $ 130,756

The accompanying notes are an integral part of this statement.
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Note 1. Organization and Summary of Significant Accounting Policies 
 

Organization and Business 
Spencer Clarke LLC. (The "Company"), a Limited Liability Company, is a Company registered with the 
Securities and Exchange Commission and is both a member of the Financial Industry Regulatory 
Authority, Inc. ("FINRA") and the Securities Investors Protection Corporation ("SIPC"). 

 
The Company is wholly owned by Spencer Clarke Management LLC ("SCM"). The Company earns 
consulting and advisory fees, from providing investment banking services. These fees are earned 
through its participation in private placement offerings and providing merger and acquisition, financial 
advisory and general corporate consulting services to companies. 

 
Use of Estimates 
The preparation of financial statements in conformity with the 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 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 reporting the statement of cash flows, the Company considers all cash accounts, which 
are not subject to withdrawal restrictions or penalties, and all highly liquid debt instruments purchased 
with a maturity of three months or less to be cash equivalents. Cash balances in excess of FDIC and 
similar insurance coverage are subject to the usual banking risks associated with funds in excess of  
those limits. As of March 31, 2022, the Company had no uninsured cash balances. 

 
The Company maintains all cash balances in two financial institutions which, at times, may exceed the 
amount insured by the Federal Deposit Insurance Corporation. The exposure to the Company is solely 
dependent upon daily bank balances and the strength of the financial institution. The Company has not 
incurred any losses on this account and does not believe it is exposed to any significant credit risk on 
cash. 

 
Income Taxes 
The Company files consolidated tax returns with its parent, Spencer Clark Management LLC. The 
Company is an LLC and will not be required to recognize income tax expense. The members of the  
LLC will recognize tax provisions. The Company evaluates all significant tax positions as required by 
accounting principles generally accepted in the United States of America. The federal and state income 
tax returns of the company for 2020, 2019, and 2018 are subject to examination by the IRS and state 
taxing authorities, generally for three years after they were filed. 

 
Revenue Recognition 
Revenue from contracts with customers includes fees from investment banking. The recognition and 
measurement of revenue is based on the assessment of individual contract terms. Significant judgment  
is required to determine whether performance obligations are satisfied at a point in time or over time; 
how to allocate transaction prices where multiple performance obligations are identified; when to 
recognize revenue based on the appropriate measure of the Companies progress under the contract; 
whether revenue should be presented gross or net of certain costs; and whether constraints on variable 
consideration should be applied due to uncertain future events. 
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Note 1. Organization and Summary of Significant Accounting Policies (continued) 
 

Investment Banking 
M&A Advisory Fees. The Company provides advisory services on mergers and acquisitions (M&A). 
For certain contracts, revenue is recognized over time for advisory arrangements in which performance 
obligations are simultaneously provided by the Company and consumed by the customer. In some 
circumstances, significant judgment is needed to determine the timing and measure of progress 
appropriate for revenue recognition under a specific contract. Retainers and other fees received from 
customers prior to recognizing revenue are reflected as contract liabilities. 

 
Other Income - Lawsuit Settlement. The Company received proceeds from a dispute over fees which 
were recognized at the time received. 

 
Interest Income. Interest Income was received by the Company as part of the lawsuit settlement. 

 
Note 2. Net Capital Requirements 

 
The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC 
Rule 15c3-1), which requires the maintenance of minimum net capital and requires that the ratio of 
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At March 31, 2022, the 
Company has net capital of $85,764 which was $80,764 in excess of its required net capital of $5,000. 
The Company's percentage of aggregate indebtedness to net capital was 30.40%. 

 
Note 3. Concentrations 

 
During the year ended March 31, 2022, two major customers represented 86% of advisory fee revenue. 

 
Note 4. Office Lease 

 
In February 2016, the FASB issued ASU 2016-02 Leases – (Topic 842). ASU 2016-02 requires the 
recognition of lease assets and lease liabilities on the balance sheet related to the rights and obligations 
created by lease agreements, including for those leases classified as operating leases under previous 
GAAP, along with disclosure of key information about lease arrangements. For the Company's short 
term lease, as permitted under the provisions of Topic 842, the Company has elected to recognize the 
lease payments as lease costs on a straight-line basis over the lease term. Rent expense was $7,466 for 
the year ended March 31, 2022. The Company's remaining lease payments in fiscal year ending March 
2023 total $5,290. 

 
Note 5. Commitments & Contingencies 

 
The Company was named, along with four other parties, in a lawsuit from a former customer in March 
2022. The Company's attorney has indicated that the Company was improperly named as a defendant as 
it is subject to arbitration and not a court proceeding and has moved to have the company removed as a 
defendant. In accordance with ASC 450, Contingencies, as of March 31, 2022, a $15,000 an estimated 
liability for this potential litigation was accrued. This represents the Company's best estimate of the 
obligation as of March 31, 2022. Due to the uncertainty and nature of the estimate, the Company cannot 
make an estimate of any potential loss beyond the amount accrued. 

 
Also, based on the uncertainty of  the estimated liability, there exists at least a reasonable possibility  
that the estimate will change based on circumstances in the near future. 
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Note 6. Subsequent Events 
 

The Company has performed an evaluation of subsequent events through the date the financial 
statements were issued. The evaluation did not result in any subsequent events that require disclosure 
and or adjustments. 


