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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

ANNUAL REPORTS 
FORM X-17A-5 

PART III 

FACING PAGE 
Information Required Pursuant to Rules 17a-5, 17a-12, and 18a-7 under the Securities Exchange Act of 1934 

FILING FOR THE PERIOD BEGINNING _____________________ AND ENDING ______________________ 
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF FIRM: _______________________________________________________________________ 

TYPE OF REGISTRANT (check all applicable boxes):        
Broker-dealer Security-based swap dealer Major security-based swap participant

Check here if respondent is also an OTC derivatives dealer

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use a P.O. box no.) 

_____________________________________________________________________________________ 
(No. and Street) 

_____________________________________________________________________________________ 
(City) (State) (Zip Code) 

PERSON TO CONTACT WITH REGARD TO THIS FILING 

_____________________________________________________________________________________ 
(Name) (Area Code – Telephone Number) (Email Address)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose reports are contained in this filing* 

_____________________________________________________________________________________ 
(Name – if individual, state last, first, and middle name) 

_____________________________________________________________________________________ 
(Address) (City) (State) (Zip Code) 

_____________________________________________________________________________________ 
(Date of Registration with PCAOB)(if applicable) (PCAOB Registration Number, if applicable) 

FOR OFFICIAL USE ONLY 

* Claims for exemption from the requirement that the annual reports be covered by the reports of an independent public
accountant must be supported by a statement of facts and circumstances relied on as the basis of the exemption.  See 17
CFR 240.17a-5(e)(1)(ii), if applicable.

Persons who are to respond to the collection of information contained in this form are not required to respond unless the form 
displays a currently valid OMB control number. 

OMB APPROVAL
OMB Number: 
Expires: 
Estimated average burden 
hours per response:   

SEC FILE NUMBER 
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STATEMENT OF FINANCIAL CONDITION 
December 31, 2023 

  
ASSETS  
 Cash           $45,546  

 Commissions receivable from clearing brokers          63,314  

 Deposits with clearing brokers        372,754  

 Other deposits                614  
TOTAL ASSETS       $482,228  

  
LIABILITIES AND EQUITY 
LIABILITIES  
 Accounts payable $23,038 
 Commissions payable 27,215 

 Accrued payroll 4,330 
 Total Liabilities         54,583  
   
MEMBER EQUITY       427,645  

  
TOTAL LIABILITIES AND MEMBER EQUITY       $482,228  
 

 

 

 

 

 

 

 
 
 

 
 
 
 
 

 
 
 
 

 
 

_____________________________________________________________________________________ 
See accompanying notes to financial statements  
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NOTES TO FINANCIAL STATEMENTS 
December 31, 2023 

 

NOTE 1 - NATURE OF OPERATIONS 

Nature of Operations and Organization 

Folionet Financial LLC (the “Company”), is a securities broker-dealer registered with the Securities and 
Exchange Commission and is a member of the Financial Industry Regulatory Authority (“FINRA”) and the 
Securities Investor Protection Corporation (“SIPC”). The Company is subject to regulation by the SEC and 
by the two self-regulatory organizations of which it is a member. 

The Company was organized under the laws of the state of Florida in 2014 as a Limited Liability Company, 
with its principal office in Miami, Florida. The Company is wholly owned by Santos Capital Holdings Inc., 
the principal owner of which is Juan L. Santos. 

The Company offers individuals worldwide the ability to open investment accounts in the United States. 
The Company operates as a broker through which its customers may buy and sell equities, fixed income 
securities, mutual funds, structured products, and options. As an Introducing broker, the Company does 
not carry cash or securities for its customers. 

 

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES AND PRACTICES 

Basis of Financial Statement 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. 

 

Use of Estimates 

The presentation of financial statements in conformity with accounting principles generally accepted in 
the United States of America requires management to make estimates and assumptions that affect the 
reported amount of assets and liabilities at December 31, 2023 and revenues and expenses during the 
year then ended. The actual outcomes of the estimates could differ from the estimates made in 
preparation of the financial statements. 

 

Cash and Deposits with Clearing Brokers 

For the purposes of reporting cash flow, cash and cash equivalents include money market accounts and 
any highly liquid debt instrument purchased with a maturity of three months or less. 
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NOTES TO FINANCIAL STATEMENTS 
December 31, 2023 

 
NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES AND PRACTICES (Continued) 

Commissions Receivable 

Commissions receivables are recorded at net receivable value and earned through December 31, 2023.  
Amounts received after year end, for services of the prior year, were classified as commission receivable. 
Amounts classified as commission receivable were received in the subsequent month, therefore, an 
allowance for doubtful accounts was not considered necessary. 

 

Revenue Recognition 

Commissions income. Commissions are charged against customer accounts by the clearing brokers at the 
time of purchase and sale transactions. The commissions are then remitted by the clearing brokers to the 
Company, net of certain fees and charges which are retained by the clearing brokers. Commission income 
is recognized on a trade date basis.  

Interest income. The clearing firms, in accordance with the Company´s clearing agreements, can extend 
credit to customer holding a margin account while securities in the account are pledge as collateral. The 
clearing firm charges the customer an annual interest rate on the debit balance. The Company receives a 
portion of the interest charged to the customer by the clearing firm. Interest income is accrued daily and 
recognized monthly. 

 

Software development cost 

Cost of enhancing and maintaining the Company’s customer interface application and website are charged 
to expenses as they are incurred. 

 

Income taxes 

The Company is treated as a disregarded entity for federal and state income tax purposes. Taxable income 
or losses of the Company are pass through to the Company’s sole member Santos Capital Holdings Inc. 
(“the Parent”), and are reported on the Parent’s corporate income tax return. The Company’s separate 
financial statements are not required to include an allocation of current or deferred income tax expense, 
credits, assets or liabilities from the Parent. 

 

NOTE 3 - CLEARING ARRANGEMENTS 

The Company has clearing agreements with Apex Clearing Corporation (“Apex”) and StoneX Financial Inc. 
(“StoneX”) to provide execution and clearing services on behalf of its customers on a fully disclosed basis. 
The Company does not carry or clear any customer accounts. The Company’s agreement provides that its 
clearing brokers will keep records of the transactions affected and cleared in the customer’s accounts 
pursuant to Rules 17a-3 and 17a-4 of the Securities and Exchange Act of 1934, as amended (the “Exchange 
Act”).  
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NOTES TO FINANCIAL STATEMENTS 
December 31, 2023 

 
NOTE 3 – CLEARING ARRANGEMENTS (Continued) 

In addition, clearing brokers provide preparation and distribution of customers’ confirmation and 
statements, including the maintenance of margin requirements under the Exchange Act and FINRA rules. 
The Company is required to maintain a cash deposit with each clearing broker which is restricted as 
additional collateral for customer margin accounts and for other purposes. The cash deposits at December 
31, 2023 were $251,017 at Apex and $121,737 at StoneX.  

 

NOTE 4 - NET CAPITAL REQUIREMENTS 

The Company, as a registered broker-dealer, is subject to the Securities and Exchange Commission 
Uniform Net Capital Rule (Rule 15c3-1), which requires the maintenance of minimum net capital at an 
amount equal to the greater of $5,000 or 6 2/3% of Aggregate Indebtedness, as defined under the Rule.   

At December 31, 2023, the Company had net capital of $427,645, which was $422,645 in excess of its 
minimum net capital requirement. The ratio of Aggregate Indebtedness to Net Capital should not exceed 
15 to 1.  At December 31, 2023, the ratio of Aggregate Indebtedness to Net Capital was 0.13 to 1.  

 

NOTE 5 – RELATED PARTY DISCLOSURES 

The Company is wholly owned by Santos Capital Holdings Inc. (“the Parent”) which is the managing 
member of the Company. Juan L. Santos is the principal owner of the Parent. The Parent also owns all of 
the member interest in Folionet Advisers LLC (“Folionet Advisers”), which offers investment advisory 
services to individual who have established accounts with the Company. Folionet Advisers  charges fees 
based on a percentage of the asset value included in the customer accounts. The advisory fees are 
deducted quarterly from the customer accounts and are paid by the clearing brokers to the Company. The 
Company immediately remits the advisory fees to Folionet Advisers. The company does not charge 
Folionet Advisers for collecting and remitting the fees. 

 

NOTE 6 - MANAGEMENT REVIEW AND SUBSEQUENT EVENTS 

Management has evaluated subsequent events through February 26, 2024, the date the financial 
statements were available to be issued, and has determined that there are no subsequent events which 
occurred that require recognition or additional disclosure in these financial statements. 

 


