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Report of Independent Auditors 

 
 
To the Management of Cambridge Associates, LLC 
 
We have audited the accompanying consolidated balance sheet of Cambridge Associates, LLC and its 
subsidiaries as of December 31, 2020.   
 
Management's Responsibility for the Consolidated Balance Sheet 
 
Management is responsible for the preparation and fair presentation of the consolidated balance sheet in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of a consolidated balance sheet that is free from material misstatement, whether due to fraud 
or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on the consolidated balance sheet based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the consolidated balance sheet is free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the consolidated balance sheet. The procedures selected depend on our judgment, including the 
assessment of the risks of material misstatement of the consolidated balance sheet, whether due to fraud 
or error. In making those risk assessments, we consider internal control relevant to the Company's 
preparation and fair presentation of the consolidated balance sheet in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
consolidated balance sheet. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion. 
 
Opinion 
 
In our opinion, the accompanying consolidated balance sheet presents fairly, in all material respects, the 
financial position of Cambridge Associates, LLC and its subsidiaries as of December 31, 2020 in 
accordance with accounting principles generally accepted in the United States of America. 
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Restriction of Use 
 
This report is intended solely for the information and use of management of Cambridge Associates, LLC  
and the United States Securities and Exchange Commission and is not intended to be and should not be 
used by anyone other than these specified parties. 

 
March 30, 2021 
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Assets

Current assets:

Cash and cash equivalents 89,927,932$    

Short-term investments 11,543,971      

Restricted cash 493,244          

Receivables, net of allowance of $67,878:

Trade 36,558,730      

Unbilled fees and expenses 26,554,311      

Other 278,033          

Prepaid expenses and other assets 12,195,499      

Total current assets 177,551,720    

Property and equipment, net of accumulated depreciation of $101,534,988 35,641,394      

Operating lease right-of-use assets 49,974,180      

Deposits 1,055,403        

Deferred income tax, net 265,854          

Investments in affiliated funds 299,273          

Total assets 264,787,824$  

Liabilities and Members’ Deficit

Current liabilities:

Accrued salaries, vacation and related expenses 66,383,431$    

Unearned revenue 18,171,568      

Accounts payable and accrued expenses 21,110,301      

Current portion of operating lease liability 16,347,593      

Current portion of finance lease 341,795          

Payables due to related parties, net 40,340            

Total current liabilities 122,395,028    

Notes payable 200,000,000    

Long-term portion of operating lease liability 41,641,075      

Long-term portion of finance lease 291,216          

Long-term other 715,072          

Total liabilities 365,042,391    

Members’ deficit (100,254,567)   

Total liabilities and members’ deficit 264,787,824$  
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(1) Organization 

Cambridge Associates, LLC (“CA LLC”) is a Massachusetts limited liability company, formed on 

May 10, 2000 and registered with the United States Securities and Exchange Commission (“SEC”) 

and United States Commodity Futures Trading Commission as an investment adviser and as a 

commodity trading adviser, respectively.  CA LLC is a successor company to Cambridge Associates, 

Inc., which was formed on June 2, 1975 as a Massachusetts corporation. 

In August and October of 2018, CA LLC underwent a change in ownership structure with new 

investors acquiring certain percentages of ownership. A limited partnership, named Cambridge 

Associates Partners LP (“CAP LP”), was also formed between the general partner, CA Partners GP 

LLC (the “General Partner”), and named partners of CA LLC. CAP LP may issue profits interests in 

series, as determined by the General Partner, to specific limited partners, and such series shall 

correspond to specific profits interests issued by CA LLC to CAP LP.  

Wholly owned subsidiaries of CA LLC include Cambridge Associates Asia, Pte. Ltd. (“CA Asia”), 

Cambridge Associates Investment Consultancy (Beijing) Limited (“CA Beijing”), Cambridge 

Associates Resources LLC (“CA Resources”), Cambridge Associates Limited LLC (“CA LTD 

LLC”), and Cambridge Associates Hong Kong Private Limited (“CA Hong Kong”).  CA Asia was 

formed on February 17, 2001 as a corporation under the laws of the Republic of Singapore.  CA 

Beijing was formed on June 10, 2011 as a limited liability company incorporated in the People’s 

Republic of China. CA Asia and CA Beijing were formed with the intent to meet legal and regulatory 

purposes in support of CA LLC’s investment advisory business.   

CA Hong Kong was established on November 20, 2020 under the laws of Hong Kong. CA Hong 

Kong was non-operational as of December 31, 2020, and is expected to commence operations in 

2021. CA Hong Kong was formed with the intent to meet legal and regulatory purposes in support of 

CA LLC’s investment advisory business.   

CA LTD LLC is a Massachusetts limited liability company, formed on May 10, 2000, registered with 

the SEC as an investment adviser and operates in the United Kingdom, Australia and Canada.  

CA LTD LLC is a successor company to Cambridge Associates Limited, which was formed on 

June 22, 1993 as a Massachusetts corporation.  Branch offices of CA LTD LLC were formed on 

June 3, 2004 as a corporation under the laws of Australia and March 24, 2014 as a limited liability 

company with the Ontario Ministry of Government Services in Canada.  

A wholly owned subsidiary of CA LTD LLC is Cambridge Associates Limited (“CA LTD”). CA 

LTD is an investment adviser that was formed on March 5, 2007 as a corporation under the laws of 

the United Kingdom.  A wholly owned subsidiary of CA LTD is Brook Street Limited (“Brook 

Street”).  Brook Street was formed on February 3, 2010 in the Cayman Islands as an exempted 

company with limited liability and is the general partner of two Guernsey incorporated limited 

partnership funds. A wholly owned subsidiary of CA LTD is Cambridge Associates (Germany) 

GmbH (“CA Germany”). CA Germany was formed on November 28, 2019 as a corporation with 

limited liability under the laws of Germany. CA Germany was formed with the intent to meet legal 

and regulatory purposes in support of CA LTD’s investment advisory business. CA Germany 

commenced operations on June 1, 2020. 
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(1) Summary of Significant Accounting Policies 

The following are significant accounting policies: 

(a) Basis of Presentation 

The consolidated balance sheet is presented in United States (“US”) Dollars and is prepared in 

accordance with accounting principles generally accepted in the United States of America (“US 

GAAP”), which require the use of estimates, judgments and assumptions that affect the reported 

amounts of assets and liabilities at the date of the consolidated balance sheet.  Management believes 

that the accounting estimates are appropriate and the resulting balances are reasonable; however, due 

to the inherent uncertainties in making estimates, actual amounts may differ from these estimates. 

Any reference to particular accounting topics in US GAAP in the notes to the consolidated balance 

sheet is referring to the corresponding accounting topics in the Financial Accounting Standards Board 

(“FASB”) Accounting Standards Codification (“ASC”).   

 

CA LLC and its wholly owned subsidiaries, CA Asia, CA Beijing, CA LTD LLC, and CA Hong 

Kong (collectively, the “Company”), are consolidated for financial statement purposes.  All 

intercompany balances and transactions have been eliminated.  The policies described below are 

followed consistently by the Company in the preparation of its consolidated balance sheet.  

 

(b) Cash and Cash Equivalents 

Cash and cash equivalents include cash on hand, non-interest bearing and interest bearing deposits 

with financial institutions, highly liquid debt instruments with original maturities of less than three 

months at the purchase date, and money market mutual funds.  Certain cash balances, principally held 

in banks, exceed insurance limits in the jurisdictions where the cash is held.  Investments in highly 

liquid debt instruments and money market mutual funds are not guaranteed.  Cash and cash 

equivalents are recorded at fair value.  

(c) Restricted Cash 

Restricted cash includes a security deposit for an active operating lease in Australia.  

(d) Short-Term Investments 

The Company considers all highly liquid debt instruments with maturities of greater than three 

months at the purchase date and less than one year at the consolidated balance sheet date to be short-

term investments.  Short-term investments are recorded at fair value and included in Level 1 of the 

fair value measurement hierarchy. 
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(2)  Summary of Significant Accounting Policies (continued) 

(e) Fair Value 

Fair value is determined based on the price that would be received if the asset is sold in an orderly 

transaction between market participants at the measurement date.  The hierarchy level assigned to 

each investment classified as a cash equivalent is based on the Company’s assessment of the 

transparency and reliability of the inputs used in the valuation of each instrument at the measurement 

date.  Assets and liabilities measured and reported at fair value are classified and disclosed in one of 

the following categories based on the nature of the inputs that are significant to the fair value 

measurements in their entirety. In certain cases, the inputs used to measure fair value may fall into 

different levels of the fair value measurement hierarchy.  In such cases, an investment’s classification 

within the fair value measurement hierarchy is based on the lowest level of input that is significant 

to the fair value measurement. 

Level 1 Fair value is determined using a quoted price in an active market for identical assets 

or liabilities. Level 1 assets and liabilities may include debt securities, equity 

securities and listed derivative contracts that are traded in an active exchange market 

and certain US Treasury securities that are actively traded in over-the-counter 

markets. 

Level 2 Fair value is estimated using inputs other than quoted prices included within Level 

1 that are observable for assets or liabilities, either directly or indirectly. The 

majority of Level 2 assets and liabilities include debt securities, equity securities and 

listed derivative contracts with quoted prices that are traded in markets that are not 

active, and certain debt and equity securities and over-the-counter derivative 

contracts whose fair value is determined using a pricing model without significant 

unobservable inputs. 

Level 3 Fair value is estimated using unobservable inputs that are significant to the fair value 

of the assets or liabilities. Level 3 assets and liabilities include financial instruments 

whose value is determined using pricing models and discounted cash flow 

methodologies, or similar techniques for which the significant valuation inputs are 

not observable and the determination of fair value requires significant management 

judgment or estimation. 

The fair value of Level 1 money market mutual funds held at the measurement date is based on 

unadjusted quoted market prices in an active market.  The fair value of Level 2 money market mutual 

funds is based on quoted prices for identical or similar assets that are not active. These investments 

represented $76,331,794 at December 31, 2020, and are included in Cash and cash equivalents and 

Short-term investments in the consolidated balance sheet.  The $76,331,794 of investments at 

December 31, 2020 are classified as Level 1 investments.  

At December 31, 2020, the carrying value of the notes payable in the consolidated balance sheets was 

$200,000,000, which is reported at historical cost and classified as a Level 3 liability. Refer to Note 

6 – Notes Payable for disclosure related to the fair value of the notes payable. 
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(2)  Summary of Significant Accounting Policies (continued) 

(f) Receivables 

Receivables are recorded at the invoiced amounts and do not bear interest.  Unbilled fees and 

expenses represent estimated fees for work in progress.  The allowance for doubtful accounts reflects 

management’s best estimate of probable losses inherent in the accounts receivable balances. 

Accounts receivable write-offs for the year ended December 31, 2020 were $507,212.   

(g) Property and Equipment 

Property and equipment are recorded at cost less accumulated depreciation.  Depreciation is 

computed using the straight-line method based on estimated useful life.  Furniture and equipment are 

depreciated over a period of five to ten years. Computer equipment and software is depreciated over 

a period of three years.  Finance leases and leasehold improvements are depreciated over the shorter 

of the useful life or the lease term.  Internal and external costs incurred in connection with developing 

or obtaining software for internal use are capitalized and depreciated over the estimated useful life of 

the software of three years beginning when the software project is complete and the application is put 

into production. Artwork has an indeterminable useful life and is measured for impairment loss. 

Disposals are recorded when fixed assets are retired, disposed or impaired. 

(h) Leases 

The Company recognizes and measures its leases in accordance with ASC 842, Leases. The Company 

is a lessee in several non-cancellable operating leases for office space. The Company determines if 

an arrangement is a lease, or contains a lease, at inception of a contract and when the terms of an 

existing contract are changed. The Company recognizes a lease liability and a right-of-use (ROU) 

asset at the commencement date of the lease. The Company will utilize the short-term lease expedient 

in avoiding balance sheet treatment for operating leases with a term of 12 months or less. The lease 

liability is initially and subsequently recognized based on the present value of its future lease 

payments. The discount rate is the implicit rate if it is readily determinable; otherwise the Company 

uses its incremental borrowing rate. The implicit rates of the Company’s leases are not readily 

determinable and accordingly, the Company uses its incremental borrowing rate based on the 

information available at the commencement date for all leases. The Company’s incremental 

borrowing rate for a lease is the rate of interest it would have to pay on a collateralized basis to borrow 

an amount equal to the lease payments under similar terms and in a similar economic environment. 

The ROU asset is subsequently measured throughout the lease term at the amount of the remeasured 

lease liability (i.e., present value of the remaining lease payments), plus unamortized initial direct 

costs, plus (minus) any prepaid (accrued) lease payments, less the unamortized balance of lease 

incentives received, and any impairment recognized.  

(i) Income Taxes 

CA LLC is organized as a limited liability company and treated as a partnership for US tax purposes; 

therefore, it is not directly subject to federal and state income taxes in the US.  CA LLC is subject to 

certain state and local taxes where it conducts business.  CA Asia is subject to corporate income tax 

in Singapore.  CA Beijing is subject to corporate income tax in the People’s Republic of China. CA 

LTD LLC is subject to income taxes in the United Kingdom, Australia, Canada and Germany.    
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(2)  Summary of Significant Accounting Policies (continued) 

(i) Income Taxes (continued) 

Deferred income taxes represent the future tax effects of temporary differences between taxable 

income for financial statement purposes and income tax return purposes.  A valuation allowance is 

established if the Company’s management believes it is more likely than not that a portion or an entire 

deferred asset balance will not be realized.  

(j) Unearned Revenue 

The Company bills certain clients in advance, recording the amount as unearned revenue.  Revenue 

is recognized as it is earned over the contract period. 

(k) Foreign Currency 

Assets and liabilities of non-US subsidiaries that operate in a local currency environment, where the 

local currency is the functional currency, are translated at current exchange rates as of the end of the 

accounting period.   

(l) Insurance Reserves 

Reserves for self-insured medical benefits are based on the history of prior claims and any known 

individual cases. Such liabilities are necessarily based on estimates and, while management believes 

that the amount is adequate, the ultimate liability may be in excess or less than the amount provided.  

The methods for making such estimates and for establishing the resulting liability are continually 

reviewed. The liability is reflected in Accounts payable and accrued expenses in the consolidated 

balance sheet.  

(m) Other Comprehensive Income (Loss) 

Members’ deficit includes other comprehensive income (loss) that consists principally of cumulative 

translations.  At December 31, 2020, the consolidated cumulative translation adjustment account 

balance was ($3,536,546). 

(n) Variable Interest Entities 

CA LLC, directly or through its subsidiaries, is the general partner or managing member of various 

pooled and non-pooled investment vehicles, and also provides third party investment management 

services for these vehicles.  In accordance with ASC 810 - Consolidation of Variable Interest Entities 

(“ASC 810”) and Accounting Standard Update (“ASU”) 2015-02, the Company determines whether 

these investment vehicles qualify as Variable Interest Entities (“VIEs”).  For each VIE identified, the 

Company determines whether it is the primary beneficiary and therefore required to consolidate such 

VIEs under ASC 810.  The Company reconsiders its determinations if certain events occur that are 

likely to cause a change in the original determinations. 
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(2)  Summary of Significant Accounting Policies (continued) 

(n) Variable Interest Entities (continued) 

The Company has determined that it has variable interests in its pooled investment vehicles which 

qualify as VIEs under ASC 810 as CA LLC has exposure to loss or rights to residual return of the 

pooled investment vehicles which will be impacted by changes in assets under management. The 

expected losses or residual returns are generally limited to its capital interest in the investment 

vehicle. The limited partners of these entities, as a group, do not have substantive kick-out rights 

under the investment management contracts and/or limited partnership agreements.  However, the 

Company has determined it is not the primary beneficiary of the investment vehicles as it does not 

absorb the majority of the expected losses or receive the majority of residual returns, or both, through 

its variable interests, and the Company does not have significant economic exposure or power to 

control the activities of the investment vehicles. 

 

The Company has evaluated the ASC 810 criteria and has determined that all other pooled and non-

pooled investment vehicles are not VIEs, as the investors have substantive kick-out rights to remove 

the general partner or managing member without cause. All fees paid under the investment 

management contracts and limited partnership agreements are at market and are commensurate with 

the level of effort required to provide these services. 

All interests in these entities are recorded under the equity method of accounting if the Company has 

a direct investment and are presented as Investments in affiliated funds in the consolidated balance 

sheet.  

(o) Credit Risk 

Financial instruments that potentially subject the Company to concentrations of credit risk consist 

primarily of cash, cash equivalents, restricted cash and short-term investments held. The Company 

maintains cash and cash equivalents with various financial institutions. Cash deposits maintained at 

a financial institution may exceed the federally insured limit.  

(3) Property and Equipment 

Property and equipment consists of the following at December 31: 

2020

Computer equipment and software 97,232,690$      

Furniture and equipment 20,168,246        

Leasehold improvements 17,540,922        

Equipment leased under finance leases 2,002,690          

Artwork 231,834             

137,176,382      

Less accumulated depreciation (101,534,988)     

35,641,394$      
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(4) Leases 

The Company leases office space and equipment under long-term lease agreements.  The leases 

expire at various dates through May 2027.  Leases related to office space and equipment are classified 

as operating and finance leases, respectively.  Finance leases are included in Property and equipment, 

Current portion of finance lease, and Long-term portion of finance lease in the consolidated balance 

sheet.  

In accordance with three of the office lease agreements, the Company delivered to the respective 

lessors security deposits in the form of letters of credit totaling $935,000. Pursuant to the lease 

agreement for office space in Australia, the Company delivered to the lessor a security deposit in the 

form of a term deposit in the amount of $493,244 at December 31, 2020, which is included in 

Restricted cash in the consolidated balance sheet.  

The Company has obligations as a lessee for office space with initial noncancelable terms in excess 

of one year. The Company classified these leases as operating leases. The Company’s leases do not 

include termination options for either party to the lease or restrictive financial or other covenants. 

Certain lease agreements for office space that are classified as operating leases contain renewal 

options. 

As of December 31, 2020, the Company’s weighted average operating lease term was 4.5 years and 

the weighted average operating lease discount rate was 2.48%.  

Maturities of lease liabilities under non-cancellable operating leases as of December 31, 2020 were 

as follows: 

Operating lease  Finance lease 

Period ending December 31:

2021 18,561,588$      451,607$          

2022 16,104,885        199,694            

2023 11,848,576        4,123               

2024 7,330,846          2,920               

2025 3,853,433          -                   

After 2025 5,994,913          -                   

Total undiscounted lease payments 63,694,241$      658,344$          

    Less imputed interest (5,705,573)         (25,333)            

Total lease liabilities 57,988,668$      633,011$          
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(5) Notes Payable 

On August 28, 2018, the Company issued $200,000,000 of Senior Notes at a fixed interest rate of 

4.91% with a 10-year term to lenders. Interest is payable semi-annually and the principal is due at 

maturity on August 3, 2028. At December 31, 2020, notes payable were carried are historical cost of 

$200,000,000 and the fair market value of the notes payable was $237,708,114. The Discounted Cash 

Flow ("DCF") pricing model used to determine the fair value of the Company's notes payable 

incorporates terms of the notes, such as notional value, the stated interest rate, interest payment 

frequency, and the remaining life of the notes. The future cash flows are discounted at a rate equal to 

the sum of the interpolated US Treasury rate and a risk premium specific to the Company. As of 

December 31, 2020, the remaining average life of the notes was 7.59 years and the interpolated 

Treasury rate for a similar duration was 0.70%. The risk premium used in the DCF is determined 

through a combination of macroeconomic trends, such as public market bond trading levels and 

recently priced private placement transactions, in addition to incorporating market trends and specific 

credit risks pertaining to the Company. The fair market value of the notes payable at December 31, 

2020 represented a risk premium of 1.50%, which resulted in an overall discount rate of 2.20%. 

Accrued interest payable was $4,037,111 at December 31, 2020, which is included in Accounts 

payable and accrued expenses in the consolidated balance sheet. As a result of the issuance, at 

December 31, 2020, the consolidated balance sheets reflected an excess of liabilities over assets of 

$100,254,567. 

At December 31, 2020, the Company was in compliance with all debt covenants. 

(6) Related Party Transactions 

Effective January 1, 2015 and automatically renewing for successive 12-month periods, CA LLC 

entered into a Residual Profit Sharing Agreement (the “Agreement”) with CA LTD LLC, CA LTD, 

CA Asia and CA Beijing (collectively, “CA Group Companies”) for the purpose of utilizing resources 

on a global basis.    

Under the terms of the Agreement, CA Group Companies split global operating profit based on value 

indicators that capture the relative contributions of each entity in performing Non-Routine and 

Routine Services.  Non-Routine Services involve activities that generate value and drive global profit 

for CA Group as a whole.  Routine Services consist of accounting, finance, legal, human resources, 

and IT support services.  The Agreement automatically renews for successive 12-month periods.  

In addition, the Company, CA Group Companies and other affiliates may be reimbursed for payment 

of costs incurred on an affiliate’s behalf for vendors that are used under a global contract. At 

December 31, 2020, the total amount due to affiliates recorded in the consolidated balance sheet was 

$40,340.  

The Company was owed $1,360,087 from the affiliated funds at December 31, 2020, which was 

included in Trade receivables in the consolidated balance sheet. 
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(7) Unit-Based Compensation 

(a)  Profits Interests 

In August and October 2018, CA LLC entered into a transaction with its founders and existing 

investors to allow for a change in ownership interests and to admit new investors into the Company 

at fair value. Pursuant to the transaction, CA LLC’s Board of Managers approved a new equity plan 

for its partners. Under the new equity plan, the newly formed entity, CAP LP, is authorized to issue 

profits interests (the “profits interests”) to plan participants in exchange for the cancellation of 

existing outstanding unit options of CA LLC in such amounts and subject to the specific terms and 

conditions as determined by CAP LP. The profits interests under the new plan may be issued as long-

term compensation for CA LLC’s partners. The profits interests units are intended to constitute 

“profits interests” within the meaning of Internal Revenue Code guidance or other amendments that 

supplement or supersede the foregoing guidance. CAP LP specified the conditions and dates upon 

which profits interests shall vest and become nonforfeitable. In addition to any terms and conditions 

that are specified by CAP LP, the profits interests units are subject to the terms and conditions of the 

individual Profits Interests Grant Agreement and such other restrictions, including restrictions on 

transferability as the CAP LP may impose.  

The following table summarizes the profits interests activity for the year ended December 31, 2020: 

Number of units

Weighted average 

remaining 

contractual terms 

Balance outstanding at December 31, 2019 9,650                       3.38                            

Granted 2,630                       6.00                            

Exercised/Redeemed (38)                           -                              

Cancelled/Forfeited (107)                         5.29                            

Balance outstanding at December 31, 2020 12,135                     3.25                            

Balance vested at December 31, 2020 5,149                       1.00                            
 

Profits interests units are forfeited for the unvested portion of terminated partners’ grants. 

A summary of the status of the Company’s profits interests units during the periods indicated is as 

follows: 

Number of units

Weighted average 

grant-date fair value

Nonvested at December 31, 2019 5,638                              5,240.40$                           

Granted 2,556                              5,656.99                             

Vested (1,101)                            5,178.59                             

Forfeited (107)                               5,490.00                             

Nonvested at December 31, 2020 6,986                              5,399.69$                           
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(7) Unit-Based Compensation (continued) 

(b)  Unit Options 

In 1995, CA LLC created a unit option plan (the “Plan”) that was amended in 2000, which provides 

for nonstatutory unit options to be granted under the Plan.  Nonstatutory, designated options granted 

to participants, including options that had been granted under separate agreements, give the holders 

the right to purchase units of CA LLC at a price determined by the Members on the grant date.  There 

is no maximum term for these options.  Certain other nonstatutory, nondesignated options have been 

granted with an exercise price equal to the fair market value of CA LLC as determined by the 

Members at the time of issuance. The Plan provides for vesting to take place for: 1) a schedule of up 

to seven years; 2) upon retirement at age 59 or older (the “Allowable Retirement Age”); and/or 3) the 

event of merger, consolidation, unit sales or liquidation of CA LLC, as defined in the Plan, and may 

be forfeited for reasons specified in the Plan.  In 2015, the Plan was amended to change the Allowable 

Retirement Age to age 63 or older, or age 60-62 if the option holder has been employed by the 

Company for at least 15 years. 

The fair value of each unit option award is estimated on the date of the grant using the Black-Scholes 

option-pricing model based on the assumptions noted in the following table. The Black-Scholes 

option valuation model was developed for use in estimating the fair value of traded options, which 

have no vesting restrictions and are fully transferable.  Many of these assumptions require 

management’s judgment.  CA LLC’s estimated volatility assumption is based on the average 

historical volatility of daily share prices for peer companies that are publicly traded over a period 

equal to the expected term of the options.  CA LLC uses historical data to estimate the expected term 

of options granted.  The risk-free rate for periods within the contractual term of the unit option is 

based on the US Treasury yield curve in effect at the time of grant.   

The fair value of the Company is determined using a discounted cash flow valuation model. Valuation 

assumptions used as of the most recent valuation were following: 

January 1, 2020

Valuation Assumptions:

Estimated volatility 37.80%

Estimated dividend-price ratio 5.81%

Expected term (in years) 15

Risk-free interest rate 2.10%  

The type and number of unit options outstanding at December 31 are as follows: 

2020

Type Exercise price

Issued and 

outstanding

Nonstatutory, nondesignated $ 2,626.02 - 9,700.00 2,711  
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(7) Unit-Based Compensation (continued) 

(b)  Unit Options (continued) 

Activity of nonstatutory, nondesignated options during the year is as follows: 

Number of units

Weighted average 

exercise prices

Weighted average 

remaining 

contractual terms 

Balance outstanding at December 31, 2019 2,790                       8,244.24$                   1.59                            

Granted 62                            9,700.00                     6.00                            

Cancelled/Forfeited (141)                         8,645.12                     -                              

Balance outstanding at December 31, 2020 2,711                       8,256.68$                   1.54                            

Balance exercisable at December 31, 2020 1,824                       8,729.20$                   1.00                            

 
Options are forfeited for the unvested portion of terminated employees’ grants. 

The weighted average exercise price for unvested options as of December 31, 2020 was $8,815.22 

for the Company. 

A summary of the status of the Company’s nonvested options per both nonstatutory, designated and 

nondesignated options during the year is as follows: 

Number of units

Weighted average 

grant-date fair value

Nonvested at December 31, 2019 5,638                              5,240.40$                           

Granted 2,556                              5,656.99                             

Vested (1,101)                            5,178.59                             

Forfeited (107)                               5,490.00                             

Nonvested at December 31, 2020 6,986                              5,399.69$                           
 

(8) Self-Insured Medical Benefits 

CA LLC maintains a contributory, self-insured medical care plan which provides health and dental 

benefits to eligible employees (and their dependents) of CA LLC.  The cost of such benefits is 

provided through contributions by participating employees and CA LLC.  At December 31, 2020, 

CA LLC has accrued estimated reserves of $1,104,516 for claims incurred but not paid, which is 

included in Accounts payable and accrued expenses in the consolidated balance sheet. 
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(9) Income Taxes 

The significant components of the Company’s deferred income taxes at December 31, 2020 are as 

follows: 

2020

Deferred tax assets:

Difference in tax provision 418,374$           

Difference in right-of-use asset 319,487             

Total gross deferred income tax assets 737,861$           

Deferred tax liabilities:

Differences in fixed asset bases 152,520             

Difference in operating lease liabilities 319,487             

Total gross deferred income tax liabilities 472,007             

Net deferred tax asset 265,854$           
 

The Company adopted the Uncertain Tax Positions provisions of ASC 740 - Income Taxes on 

January 1, 2009, which required management to determine whether tax positions of the Company are 

more likely than not to be sustained upon examination, including resolution of any related appeals or 

litigation processes, based on the technical merits of the position.  For tax positions meeting the more 

likely than not threshold, the tax amount recognized in the consolidated balance sheet is reduced by 

the largest benefit that has greater than fifty percent likelihood of being realized upon ultimate 

settlement with the relevant taxing authorities. 

The Company recognizes interest and penalties related to uncertain tax positions in the provision for 

income taxes. As of December 31, 2020, the total amount of accrued taxes, interest and penalties 

recorded in the consolidated balance sheet was $2,587,607 as Accounts payable and accrued 

expenses. 

The Company files income tax returns with federal, state, local, and foreign jurisdictions.  The 

Company’s federal and state tax returns are open from 2017 through 2020.  For all foreign 

jurisdictions, 2014 through 2020 are subject to future examinations. 

(10) Capital Reserve 

In conjunction with regulatory requirements, CA LTD is required to hold capital at minimum levels 

as defined by the Financial Conduct Authority.  As of December 31, 2020, CA LTD was required to 

hold approximately £5.9 million ($8.0 million) of equity in reserve.  CA LTD is in compliance with 

these requirements.   
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(11) Commitments and Contingencies 

From time to time, the Company may be subject to legal or regulatory proceedings arising out of the 

ordinary course of its business.  Management believes that any losses resulting from the resolution 

of such proceedings would not have a material adverse effect on the Company’s consolidated balance 

sheet. 

(12) Risks and Uncertainties 

The Company considered the impacts of the COVID-19 pandemic on its business, results of 

operations and financial condition. The COVID-19 pandemic has created economic and financial 

disruptions globally and has led governmental authorities to take unprecedented measures to mitigate 

the spread of the disease, including travel bans, border closings, business closures, quarantines and 

shelter-in-place orders, and to take actions designed to stabilize markets and promote economic 

growth. From an operational perspective, the Company’s business has remained open and it does not 

have any plans to close business operations. 

(13) Subsequent Events 

The Company evaluated subsequent events and transactions occurring after December 31, 2020 

through March 30, 2021, the date this consolidated balance sheet was available for issuance. The 

Company is not aware of any subsequent events which would require recognition or disclosure in the 

balance sheet.  

 

 


