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EMBED CLEARING LLC
(A Wholly Owned Subsidiary of Embed Financial Technologies Inc.)

STATEMENT OF FINANCIAL CONDITION
Unaudited, As of June 30, 2022

ASSETS

Cash and cash equivalents 29,687,716$   
Cash segregated under federal and other regulations 366,000         
Property and equipment 32,520           
Securities owned, at fair market value 12,654           
Deposits with clearing organizations 257,500         
Other assets 129,610         

         Total assets 30,486,000$   

LIABILITIES AND MEMBER'S EQUITY

Payable to customers 317,580         
Payable to clearing organizations 71,971           
Accounts payable and accrued liabilities 1,098,021       

         Total liabilities 1,487,572       

Member's equity 28,998,428     

Total liabilities and member's equity 30,486,000$   

See notes to the statement of financial condition
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EMBED CLEARING LLC 
(A Wholly Owned Subsidiary of Embed Financial Technologies Inc.) 
 
NOTES TO STATEMENT OF FINANCIAL CONDITION  
JUNE 30, 2022 
 
1. Organization and Nature of Operations 
 

Embed Clearing LLC (the “Company”), formerly known as Embedded Clearing LLC, was organized in 
the State of Delaware on May 14, 2020, as a limited liability company. The Company is a wholly-owned 
subsidiary of Embed Financial Technologies Inc. (the “Parent”). The Company, together with the 
Parent, have developed an API-first, cloud-based, event-driven execution, clearing, settlement and 
custody solution for broker-dealers, investment advisors, and other financial institutions. 
 
The Company is a clearing broker-dealer registered with the Securities and Exchange Commission 
(“SEC”), is a member of the Financial Industry Regulatory Authority, Inc. (“FINRA”), and Securities 
Investor Protection Corporation (“SIPC”). 

 
2. Summary of Significant Accounting Policies 

 
Basis of Presentation 

 
The Company’s statement of financial condition has been prepared in accordance with accounting 
principles generally accepted in the United States, or U.S. GAAP. The Accounting Standards 
Codification, or  ASC, established by the Financial Accounting Standards Board, or FASB, is the source 
of authoritative U.S. GAAP to be applied by nongovernmental entities. 
 
Cash and Cash Equivalents 
 
The Company has defined cash equivalents as highly liquid investments, with original maturities of less 
than three months, that are not segregated for regulatory purposes and that are not held for sale in the 
ordinary course of business. The Company has cash deposit accounts with financial institutions in 
which the balances may exceed the Federal Deposit Insurance Corporation (“FDIC”) insured limit. The 
Company has not experienced any losses in such accounts and management believes it is not exposed 
to any significant risk. 
 
Cash Segregated Under Federal and other Regulations 
 
Cash segregated under federal and other regulations consist of qualified deposits in special reserve 
bank accounts for the exclusive benefit of customers in accordance with Rule 15c3-3 of the Securities 
Exchange Act of 1934 (the “Exchange Act”) and other regulations. 
 
Payables to Clearing Organizations 
 
Payables to clearing organizations represent amounts due in connection with the Company’s normal 
transactions involving trading and clearing of securities. The Company’s trades are cleared through a 
clearing organization and settled daily between the clearing organization and the Company. Because 
of this daily settlement, the amount of unsettled credit exposure is limited to the amount owed the 
Company for a very short period of time.  
 
Payables to Customers 
 
Amounts payable to customers are recorded on a settlement date basis and include amounts due on 
cash transactions. Securities owned by customers are not reflected in the statement of financial 
condition. 
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Deposits with Clearing Organizations  
 

Deposits with clearing organizations represent cash deposited with central clearing agencies for the 
purposes of supporting clearing and settlement activities. The deposits reflect cash held with The 
Depository Trust Company (“DTC”) and the National Securities Clearing Corporation (“NSCC”). There 
is no prior loss history with these clearing organizations. Risk of loss from clearing organizations is 
expected to be immaterial over the life of these receivables. Based on the above factors, the Company 
has determined an allowance for credit loss (“ACL”) under ASC 326 for receivables from clearing 
organizations is not needed at June 30, 2022. 
 
Other Assets 
 
Other assets include prepaid expenses and other receivables. 

 
Allowances for Credit Losses  
 
The Company accounts for estimated credit losses on financial assets measured at an amortized cost 
basis and certain off-balance sheet credit exposures in accordance with FASB ASC 326-20, Financial 
Instruments - Credit Losses. FASB ASC 326-20 requires the Company to estimate expected credit 
losses over the life of its financial assets and certain off-balance sheet exposures as of the reporting 
date based on relevant information about past events, current conditions, and reasonable and 
supportable forecasts.  
 
The Company records the estimate of expected credit losses as an allowance for credit losses. For 
financial assets measured at an amortized cost basis the allowance for credit losses is reported as a 
valuation account on the balance sheet that is deducted from the asset's amortized cost basis. 
Management does not anticipate any expected credit losses and, therefore, has not made any 
allowance for credit losses at June 30, 2022. 

 
Property and Equipment 
 
Property and equipment is recorded at cost less accumulated depreciation and amortization. 
Depreciation and amortization is computed using the straight-line method over the remaining useful 
lives of the assets. Property and equipment are reviewed annually for impairment, no impairment was 
determined to be required at June 30, 2022.  
 
Leases  
 
The Company recognizes leases in accordance with Financial Accounting Standards Board Accounting 
Standards Codification (“FASB ASC”) Topic 842. The guidance requires public business entities to 
recognize a right-of-use asset and a lease liability in the statement of financial condition. The Company 
had no operational or finance leases as of June 30, 2022. Management believes the adoption of FASB 
ASC 842 has no impact on its statement of financial condition as of June 30, 2022.  

 
Securities Owned 
 
Securities owned are valued at fair value based and recorded on a trade date basis. 
 
Income Taxes 
 
The Company is a single-member limited liability company (a disregarded entity) for federal and state 
income tax purposes.  The income and losses of the company pass through to the Parent who incurs 
the tax obligation or receives the tax benefit. Accordingly, no provision for federal income taxes has 
been made in the statement of financial condition because the single member is individually responsible 
for reporting income or loss based upon the Company’s reported income and expenses for income tax 
purposes. 
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FASB ASC 740 requires the evaluation of tax positions taken or expected to be taken in the course of 
preparing the Company’s tax returns to determine whether the tax positions are “more-likely-than-not” 
of being sustained “when challenged” or “when examined” by the applicable tax authority. Tax positions 
not deemed to meet the more-likely-than-not threshold would be recorded as a tax benefit or expense 
in the current year. 
 
Management has reviewed the Company’s tax positions for the open tax years and concluded that no 
provision for income tax is required in the Company’s statement of financial condition. Such open tax 
years remain subject to examination by tax authorities. 
 
Use of Estimates 
 
The preparation of statement of financial condition in conformity with U.S. GAAP requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosures of contingent assets and liabilities at the date of the statement of financial condition, and 
the reported amounts of revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 

 
Concentration of Credit Risk 

 
Financial instruments that potentially subject the Company to concentrations of credit risk consist 
primarily of cash. The associated risk of concentration for cash is mitigated by having deposits with 
credit worthy institutions. At certain times, amounts on deposit exceed federal insurance limits. As of 
June 30, 2022, the amount held on deposit was $29,187,716 in excess of federal deposit insurance 
limits. 
 
Recently Adopted Accounting Pronouncements 
 
The Company did not adopt any new accounting pronouncements that impacted the Company’s 
financial condition as of June 30, 2022. The FASB has issued ASU’s that will be effective for future 
fiscal years. The Company is continuing to assess the impact of adopting the new pronouncements for 
future reporting periods.  

 
3. Fair Value of Financial Instruments  
 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability 
(i.e., the exit price) in an orderly transaction between market participants at the measurement date. 
 
In determining fair value, the Company establishes a fair value hierarchy for inputs used in measuring 
fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs 
by requiring that the most observable inputs be used when available. Observable inputs are those that 
market participants would use in pricing the asset or liability based on market data obtained from 
sources independent of the Company. Unobservable inputs reflect the Company's assumption about 
the inputs market participants would use in pricing the asset or liability developed based on the best 
information available in the circumstances. The hierarchy is categorized into three levels based on the 
inputs as follows: 
 
Level 1 - Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities. 
There were no Level l assets or liabilities. 
 
Level 2 - Inputs are observable, either directly or indirectly, but do not qualify as Level l inputs.  
 
Level 3 - Inputs are unobservable inputs for the asset or liability and typically reflect the Company's 
assumptions that it believes market participants would use in pricing the asset or liability. There were 
no Level 3 assets or liabilities.  
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The availability of valuation techniques and observable inputs can vary from security to security and is 
affected by a wide variety of factors, including the type of security, whether the security is new and not 
yet established in the marketplace, and other characteristics particular to the transaction. To the extent 
that valuation is based on models or inputs that are less observable or unobservable in the market, the 
determination of fair value requires more judgment. Those estimated values do not necessarily 
represent the amounts that may be ultimately realized due to the occurrence of future circumstances 
that cannot be reasonably 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 market for the securities existed. Accordingly, the degree of judgment exercised by the Company 
in determining fair value is greatest for securities categorized in Level 3. In certain cases, the inputs 
used to measure fair value may fall into different levels of the fair value hierarchy. In such cases, for 
disclosure purposes, the level in the fair value hierarchy within which the fair value measurement falls 
in its entirety is determined by the lowest level input that is significant to the fair value measurement. 
 
Fair value is a market-based measure considered from the perspective of a market participant rather 
than an entity-specific measure. Therefore, even when market assumptions are not readily available, 
the Company's own assumptions are set to reflect those that market participants would use in pricing 
the asset or liability at the measurement date. The Company uses prices and inputs that are current as 
of the measurement date, including during periods of market dislocation. In periods of market 
dislocation, the availability of prices and inputs may be reduced for many securities. This condition 
could cause a security to be reclassified to a lower level within the fair value hierarchy. 

 
At June 30, 2022, the Company's assets measured at fair value consist of the following: 
 
 
 
 
 
 
 
 
 
The fair value of all other financial instruments reflected in the statement of financial condition consist 
of payables to clearing organizations and customers. 

 
4. Property and Equipment 

 
Property and equipment consisted of the following at June 30, 2022: 

 
 
 
 
 
 
 
 
5. Regulatory Requirements  

 
The Company is subject to the SEC Uniform Net Capital (Rule 15c3-1 of the Exchange Act). Under this 
rule, the Company has elected to operate under the alternate method and is required to maintain 
minimum net capital of $250,000 or 2% of aggregate debit balances arising from client transactions, as 
defined. On June 30, 2022, the Company had net capital of $28,901,197 which was $28,651,197 in 
excess of the required net capital requirement of $250,000. The Company had no aggregate debits as 
of June 30, 2022.  
 

Assets: Level 1 Level 2 Level 3 Total

Equities  $                   -  12,654$      -$                 12,654$      

Total assets at fair value  $                   -  12,654$      -$                 12,654$      

Software 32,520$     

32,520       
Less accumulated depreciation and amortization -               

32,520$     
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Under the alternative method, the Company may not repay subordinated debt, pay cash distributions, 
or make any unsecured advances or loans to its Parent or employees if such payment would result in 
net capital of less than 5% of aggregate debit balances or less than 120% of its minimum dollar 
requirement.  
 

6. Commitments and Contingencies  
 
In the normal course of business, the Company is subject to lawsuits, arbitration, claims, and other 
legal proceedings in connection with its business. Management is of the opinion that the Company has 
no material contingencies to any matter where additional accrual or disclosures would be required on 
the statement of financial condition as of June 30, 2022. 

 
7. Related Party 
 

During the six months ending June 30, 2022, total capital contributions of $601,545 were received from 
the Parent.  

 
The Company has an expense sharing agreement with its Parent. The Parent performs and incurs 
various expenses of the Company. These services include payroll, legal costs, and technology 
services. There was no payable to the Parent as of June 30, 2022. 

 
8. Subsequent Events 
 

The Company has evaluated if there were any material events that require subsequent disclosures 
through the date of which, the statement of financial condition was available to be issued, and have 
determined there were no items that needed to be disclosed. 

 
        * * * * * * 

 
 

 


