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Report of Independent Registered Public Accounting Firm 

To the Member and Managing Member of XR Securities LLC 

Opinion on the Financial Statements 
We have audited the accompanying statement of financial condition of XR Securities LLC (the Company) 
as of December 31 , 2019, and the related notes to the financial statement (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, 2019, in conformity with accounting principles generally 
accepted in the United States of America. 

Basis for Opinion 
This financial statement is the responsibility of the Company's management. Our responsibility is to 
express an opinion on the Company'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 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. The Company is not required to have, nor 
were we engaged to perform, an audit of its internal control over financial reporting . As part of our audit 
we are required to obtain an understanding of internal control over financial reporting but not for the 
purpose of expressing an opinion on the effectiveness of the Company's internal control over financial 
reporting. Accordingly, we express no such opinion. 

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 2009. 

Chicago, Illinois 
February 20, 2020 

THE POWER OF BEING UNDERSTOOD 
AUDIT I TAX I CONSULTING 

:~ ~;!~:/,~; U.S meml>e, firm of RSM lnlem~tiooal. J global net¥r0fk of lndependeut audit, IJA.. ,Jnd 1.."0flSLil lng fir ms V,sit I smus.com' about us fOf more •lfortTkltion regJrdtng RSM US LLP and 



XR Securities LLC 

Notes to Financial Statement 

XR Securities LLC 

Statement of Financial Condition 
December 31, 2019 

Assets 
Cash and cash equivalents 

Securities owned, at fair value, pledged 

Derivative financial instruments, at fair value 
Receivables from clearing brokers 

Other assets 

Total assets 

Liabilities and Member's Equity 
Liabilities 

Securities sold, not yet purchased 

Derivative financial instruments, at fair value 

Payable to affiliates 

Accrued expenses 

Total liabilities 

Member's equity 

Total liabilities and member's equity 

See Notes to Financial Statement. 
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$ 4,246,325 

178,829,331 

889,909,140 

234,563,278 

260,646 

$ 1,307,808,720 

$ 244,922,116 

1,020,849,317 

18,556,799 

1,535,579 

1,285,863,811 

21 ,944,909 

$ 1,307,808,720 



XR Securities LLC 

Notes to Financial Statement 

Note 1. Organization and Nature of Business 

XR Securities LLC (the "Company") is a securities broker-dealer registered with the Securities and 
Exchange Commission (the "SEC") and whose Designated Self-Regulatory Organization (DSRO) is the 
Chicago Board Options Exchange. The Company engages in the business of conducting market-making 
and proprietary trading activities and commenced trading on March 6, 2008. The Company is a limited 
liability company registered in the State of Delaware. The Company is wholly owned by XR Group LLC 
(the "Member"). 

The Company has agreements with Goldman , Sachs & Co., L.P. ("GS & Co. "), Industrial and Commercial 
Bank of China ("ICBC"), ABN AMRO Clearing ("ABN") and Societe Generale S.A. ("SocGen") to process 
and clear all of the Company's securities and derivatives transactions. Substantially all of the Company's 
investments and capital are held by GS & Co. to facilitate the Company's trading activities. 

Although the Company is not exempt from SEC Rule 15c3-3, it does not transact business in securities 
with, or for customers, other than members of a national securities exchange and does not carry margin 
accounts, credit balances or securities for any person defined as a "customer" pursuant to Rule 17a-
5(c)(4) . 

Note 2. Summary of Significant Accounting Policies 

Accounting policies: The Company follows the accounting standards set by the Financial Accounting 
Standards Board ("FASS''). The FASS sets generally accepted accounting principles ("GAAP") that the 
Company follows to ensure consistent reporting of financial condition , results of operations, and cash 
flows. 

Use of estimates: In preparing financial statements in conformity with generally accepted accounting 
principles, management makes estimates and assumptions that affect the reported amounts of assets 
and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements, as 
well as the reported amounts of revenue and expenses during the reporting period. Actual results could 
differ from those estimates. 

Receivables from clearing brokers: Receivables from clearing brokers include net receivables and 
payables for unsettled trades, unrealized gains and losses on open futures contracts, and cash and 
margin balances held at the clearing brokers. The Company's clearing brokers charge the Company 
interest based upon the federal funds rate computed on a daily basis for any margin borrowings. 
Additionally , the Company earns interest from its clearing brokers based upon the federal funds rate 
computed on a daily basis on credit balances. 

Offsetting of amounts related to certain contracts: When the requirements are met, the Company 
offsets certain fair value amounts recognized for cash collateral receivables or payables against fair value 
amounts recognized for net derivative positions executed with the same counterparty. 

Securities and derivative financial instruments: Securities and derivative transactions and the related 
gains and losses are recorded on a trade-date basis. Derivative financial instruments and securities 
owned and securities sold, not yet purchased, are stated at fair value with related changes in unrealized 
gains and losses reflected in net trading gains and losses in the statement of operations. Brokerage 
commissions and other trading fees are reflected separately in the statement of operations. Liquidity fees 
and rebates are recognized on an accrual basis and included in commissions, floor brokerage and 
execution fees on the statement of operations. 

Interest and dividends: Interest income and expense are recognized on an accrual basis. Dividend 
income and expense are recognized on the ex-dividend date. 
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XR Securities LLC 

Notes to Financial Statement 

Note 2. Summary of Significant Accounting Policies (Continued) 

Income taxes: The Company is a single member limited liability company and is treated as a 
disregarded entity for federal tax purposes. The Company does not file a federal tax return , but its 
taxable income is reported as part of the Member's federal tax return . The Member is a limited liability 
company whose income or loss is includable in the tax returns of its owners. 

The FASB provides guidance for how uncertain income tax positions should be recognized , measured, 
disclosed and presented in the financial statements. This requires the evaluation of income 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 and liability in the current year. Management has determined 
that there are no material uncertain income tax positions through the year ended December 31 , 2019, 
that impact the Company's financial statements. 

The Member is generally not subject to examination by U.S. federal and state tax authorities for tax years 
before 2016. 

Cash and cash equivalents: The Company has defined cash equivalents as short-term, highly liquid 
overnight money market investments with original maturities of less than three months. 

Recently issued accounting pronouncement: In February 2016, the FASB issued Accounting 
Standards Update (ASU) 2016-02, Leases (Topic 842) , which supersedes the leasing guidance in the 
Accounting Standards Codification (ASC) 840, Leases. Under ASU 2016-02, lessees are required to 
recognize a right-of-use asset and lease liability for all leases with terms longer than 12 months. Leases 
will be classified as either finance or operating , with classification determining the pattern of expense 
recognition in the statement of operations. The right-of-use asset and corresponding liability will be 
allocated to and reflected in the financial statements of the entity that has the ability to use the leased 
asset. This guidance is effective for fiscal periods beginning after December 15, 2018, and requires a 
modified retrospective approach to adoption for leases that exist or are entered into after the beginning of 
the earliest period in the financial statements. The Company has determined that it does not have any 
lease assets or liabilities and that the adoption of this ASU will not have a significant impact on its 
financial statements. 

Note 3. Receivables from Clearing Brokers 

At December 31 , 2019, receivables from clearing brokers consist of the following : 

Receivable from clearing broker 
Unsettled trades (net) 
Exchange traded futures - open trade equity 
Di'vidends receivable (net) 
Interest payable (net) 

$ 

$ 

147,738,745 

262,191 ,092 

(176,935,943) 

1,577,154 

(7,770) 

234,563,278 

Per the Federal ReseNe Board's regulations, the Company is required to maintain a minimum net 
liquidating value of $1 ,000,000 at each clearing broker, where it maintains a Joint Back Office 
Arrangement. In addition to the Joint Back Office minimum, each clearing broker may request a higher 
minimum net liquidating value at its discretion. Securities owned are generally pledged to the clearing 
brokers on terms that permit the clearing brokers to sell or repledge the securities to others, subject to 
certain limitations. 
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XR Securities LLC 

Notes to Financial Statement 

Note 4. Fair Value of Financial Instruments 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. The fair value hierarchy gives the 
highest priority to quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest 
priority to unobservable inputs (Level 3) . Inputs are broadly defined as assumptions market participants 
would use in pricing an asset or liability. The three levels of the fair value hierarchy are described below: 

Level 1. Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting 
entity has the ability to access at the measurement date. 

Level 2. Inputs other than quoted prices within Level 1 that are observable for the asset or liability, 
either directly or indirectly; and fair value is determined through the use of models or other valuation 
methodologies. A significant adjustment to a Level 2 input could result in the Level 2 measurement 
becoming a Level 3 measurement. 

Level 3. Inputs are unobservable for the asset or liability and include situations where there is little, if 
any, market activity for the asset or liability. The inputs into the determination of fair value are based 
upon the best information in the circumstances and may require significant management judgment or 
estimation . 

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value 
hierarchy. In such cases, a financial instrument's level within the fair value hierarchy is based on the 
lowest level of input that is significant to the fair value measurement. The Company's assessment of the 
significance of a particular input to the fair value measurement in its entirety requires judgment, and 
considers factors specific to the financial instrument. The following section describes the valuation 
techniques used by the Company to measure different financial instruments at fair value and includes the 
level within the fair value hierarchy in which the financial instrument is categorized . 

Equities traded on a national securities exchange (or reported on the NASDAQ national market) are 
stated at the last reported sales price on the day of valuation. To the extent these securities are actively 
traded and valuation adjustments are not applied , they are categorized in Level 1 of the fair value 
hierarchy. 

Listed derivatives that are actively traded are valued based on quoted prices from the exchange and are 
categorized in Level 1 of the fair value hierarchy. Certain equity-index derivatives are valued by taking the 
average of the best bid/offer midpoint as quoted from the exchange at each minute for the last few 
minutes of trading up to the close of trading in its underlying instrument and are categorized in Level 1 of 
the fair value hierarchy. 

5 



XR Securities LLC 

Notes to Financial Statement 

Note 4. Fair Value of Financial Instruments (Continued) 

The following table presents the Company's assets and liabilities measured at fair value on a recurring 
basis as of December 31 , 2019, all of which are considered Level 1: 

Assets 
Securities owned: 

Equities 

Derivati\e financial instruments: 
Equity options 
Options on futures contracts 

Total 

Liabilities 
Receivables from clearing brokers : 

Open futures contracts 

Securities sold , not yet purchased: 
Equities 

Derivati\e financial instruments: 
Equity options 
Options on futures contracts 

Total 

$ 

$ 

$ 

$ 

Le\el 1 

178,829,331 

838,518 ,123 
51 ,391 ,017 

889,909,140 

1,068,738,471 

176,935,943 

244,922,116 

964,870,492 
55,978 ,825 

1,020,849,317 

1,442,707,376 

The Company assesses the levels of the inputs used to measure fair value at each measurement day, 
and transfers between levels are recognized on the actual date of the event or change in circumstances 
that caused the transfer. There were no transfers among Levels 1, 2 and 3 during the year. 

Substantially all of the Company's other assets and liabilities are also considered financial instruments 
and are short-term or replaceable on demand; therefore, their carrying amounts approximate their fair 
values. 
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XR Securities LLC 

Notes to Financial Statement 

Note 5. Related-Party Transactions 

An entity affiliated by common ownership (the "Affiliate") provides certain management services, such as 
occupancy, technology, compensation, and other administrative services for the Company. As of 
December 31 , 2019, the outstanding balance for shared expenses due to the Affiliate was $18,556,799 
and is presented as payable to affiliate on the statement of financial condition. 

Certain exchange memberships owned by the Member, having an aggregate fair value at December 31 , 
2019 of $355,500, are registered for and assigned to the Company in order to provide exchange 
memberships and other privileges. 

Note 6. Derivative Instruments 

Disclosure is presented to provide the users of the financial statements with an enhanced understanding 
of the use of derivative instruments, and how derivative and hedging activities affect the Company's 
financial position , results of operations, and cash flows. 

The Company's derivative activities are limited to the trading of equity options, futures and options on 
futures contracts. These derivative contracts are recorded on the statement of financial condition as 
assets and liabilities measured at fair value and the net trading gains and losses associated with these 
derivatives is recorded in the statement of operations. The Company does not utilize and does not 
consider any derivative instruments as or to be hedging instruments, as those terms are generally 
understood for accounting purposes. 

At December 31 , 2019, the Company's derivative activities had the following impact on the statement of 
financial condition: 

Statement of Financial Condition 

Assets 
at Fair Value 

Futures contracts (included in receivables from clearing brokers) : 

Equity index 
Commodity 
Currency 

$ 

$ 

416,877 
260,000 

676,877 

Liabilities 
at Fair Value 

$(177,311 , 146) 
(299,405) 

(2,269) 

$(177,612,820) 

Options on futures contracts (included in derivative financial instruments, at fair value) : 

Equity index $ 51 ,391 ,017 $ (55,978,825) 

Equ ity options (included in derivative financial instruments, at fair value): 

Equity Index $ 795,621 ,190 $ (915,263,468) 
Equity 42,769,263 (49,218,585) 
Commodity 112,187 (387,804) 
Currency 15,483 (604) 
Interest Rate (31) 

$ 838,518,123 $ (964,870,492) 
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Net 

$(176,894,269) 

(39,405) 
(2 ,269) 

$(176,935,943) 

$ (4,587,808) 

$ (119,642,278) 
(6,449,322) 

(275,617) 
14,879 

(31) 

$ (126,352,369) 



XR Securities LLC 

Notes to Financial Statement 

Note 6. Derivative Instruments (Continued) 

As a market maker and liquidity provider in various markets, the Company employs arbitrage trading 
strategies between exchange traded future and securities. Since the Company's trading is primarily 
arbitrage in nature, the notional value of open derivative positions is not representative of the risk in the 
outstanding derivative contract. The Company's trading activities involve the use of risk management 
strategies to reduce direction and non-directional risks based on models and there is no guarantee that 
the hedging strategies will achieve their desired effect. 

The Company is required to disclose information about certain derivative instruments that are either 
eligible for offset in accordance with U.S. GAAP or subject to an enforceable master netting arrangement 
or similar agreement. The objective of the disclosure is to enable the financial statement users to 
evaluate the effect or potential effect of netting arrangements on the Company's financial position . 

As of December 31 , 2019, the Company holds derivative instruments that are eligible for offset in the 
statement of financial condition . A right of offset exists when the amounts owed by the Company to 
another party are determinable, the Company has the right to offset the amounts owed with the amounts 
owed by the other party, the Company intends to offset and the Company's right of offset is enforceable 
by law. 

The following table provides disclosure regarding the potential effect of offsetting of derivative assets and 
liabilities presented in the statement of financial condition . 

Assets 
Futures contracts 

Liabilities 

Futures contracts 

Net Amounts 
of Recognized 

Gross Amounts Not 
Offset in the Statement 
of Financial Condition 

Gross Assets and 
Gross 

Amounts of 
Recognized 
Assets and 
Liabilities 

$ 676,877 

Amounts 
Offset in the 
Statement of 

Financial 
Condition 

$ (676,877) 

$177,612,820 $ (676,877) 

Liabilities 
Presented in 

the Statement 
of Financial Financial Collateral 
Condition Instruments Pledged 

$ $ $ 

$176,935,943 $ $ 

Net Amount 

$ 

$176,935,943 

The gross amounts of derivative assets presented in the preceding table are included in the receivables 
from clearing brokers reported in the statement of financial condition. 

Note 7. Indemnifications 

In the normal course of the business, the Company enters into contracts that contain a variety of 
representations and warranties that provide indemnifications under certain circumstances. The 
Company's maximum exposure under these arrangements is unknown and the risk of loss is remote, as it 
would require future claims that may be made against the Company that have not occurred. 
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XR Securities LLC 

Notes to Financial Statement 

Note 8. Off-Balance-Sheet Risk 

In connection with its trading activities, the Company enters into transactions involving derivative financial 
instruments, primarily exchange traded futures and options contracts. Futures contracts provide for the 
delayed delivery or purchase of financial instruments at a specified future date at a specified price or 
yield . Options contracts provide the Company with the opportunity or the obligation to deliver or take 
delivery of specified financial instruments at a contracted price. These derivative financial instruments 
may have market risk and/or credit risk in excess of those amounts recorded in the statement of financial 
condition . 

Market risk: Derivative financial instruments involve varying degrees of off-balance-sheet market risk. 
Changes in the market values of the underlying financial instruments may result in changes in the value 
of the derivative financial instruments in excess of the amounts reflected in the statement of financial 
condition. Exposure to market risk is influenced by a number of factors , including the relationships 
between the financial instruments and the volatility and liquidity in the markets in which the financial 
instruments are traded . In many cases, the use of derivative and other financial instruments serves to 
modify or offset market risk associated with other transactions and , accordingly, serves to decrease the 
Company's overall exposure to market risk. 

Credit risk: Credit risk arises from the potential inability of counterparties to perform in accordance with 
the terms of the contract. The Company's exposure to cred it risk associated with counterparty 
nonperformance is limited to the current cost to replace all contracts in which the Company has a gain. 
Exchange traded derivative financial instruments generally do not give rise to significant counterparty 
exposure due to the cash settlement procedures for daily market movements and the marg in 
requirements of the individual exchanges. 

Concentration of credit risk: The Company clears all of its trades through GS & Co., ABN and ICBC 
and enters into transactions with other financial institutions. Cash and financial instruments on deposit 
with GS & Co., ABN and ICBC collateralize short positions and amounts due, and serve to satisfy margin 
requirements. In the event these counterparties do not fulfill their obligations , the Company may be 
exposed to risk. The risk of default depends on the creditworthiness of the counterparties to these 
transactions. The Company attempts to minimize this credit risk by monitoring the creditworth iness of 
these counterparties. 

The Company places its cash with financial institutions and, at times, such balances may be in excess of 
the Federal Deposit Insurance Corporation insurance limits. The Company monitors such credit risks and 
has not experienced any losses related to such risks. 

Securities sold , not yet purchased , represent obligations of the Company to deliver the specified 
securities at the contracted price, and, thereby, create a liability to purchase the securities in the market 
at prevailing prices . Accord ingly, these transactions result in off-balance-sheet risk, as the Company's 
ultimate obligation to satisfy the sale of securities sold , not yet purchased, may exceed the amount 
reflected in the statement of financial condition. 

Note 9. Guarantees 

The Company is required to disclose information about its obligations under certain guarantee 
arrangements. Guarantees are defined as contracts and indemnification agreements that contingently 
require a guarantor to make payments to the guaranteed party based on changes in an underlying 
interest or foreign exchange rate, security or commodity price, an index or the occurrence or 
nonoccurrence of a specified event related to an asset, liability or equity security of a guaranteed party. 
Guarantees are also defined as contracts that contingently require the guarantor to make payments to the 
guaranteed party based on another entity's failure to perform under an agreement, as well as indirect 
guarantees of the indebtedness of others. 
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XR Securities LLC 

Notes to Financial Statement 

The Company trades and holds certain fair-valued derivative contracts, which may constitute guarantees. 
Such contracts include written option contracts. Written options obligate the Company to deliver or take 
delivery of specified financial instruments at a contracted price in the event the holder exercises the 
option. Since the Company does not track the counterparties' purpose for entering into a derivative 
contract, it has disclosed derivative contracts that are likely to be used to protect against a change in an 
underlying financial instrument, regardless of their actual use. 

As of December 31, 2019, the maximum payouts for these contracts are limited to the notional amounts 
of each contract. Maximum payouts do not represent the expected future cash requirements as the 
Company's written options positions may be liquidated or expire without being exercised by the holder. In 
addition, maximum payout amounts are frequently decreased by offsetting positions taken by the 
Company as part of its hedging activities. The fair values of written option contracts as of December 31, 
2019, are included as liabilities in derivative financial instruments and in securities sold, not yet purchased 
on the statement of financial condition . 

Note 10. Net Capital Requirements 

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 
(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 December 31, 2019, 
the Company had net capital of $21,660,932 which was $20,321,439 in excess of its required net capital 
of $1 ,339,493. The minimum net capital requirement is the greater of the Company's option and equity 
market making minimums $302,500 or 6-2/3% of aggregate indebtedness. Under Rule 15c3-1 , the 
Company is required to maintain minimum net capital equal to $100,000 plus $2,500 for each equity 
security in which it makes a market with a limit of $1,000,000. The Company's net capital ratio was 0.93 
to 1. The net capital rule may effectively restrict distributions to the Member. 

Note 11. Subsequent Events 

The Company has evaluated subsequent events for potential recognition and/or disclosure through the 
date these financial statements were issued, noting none. 
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