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OATH OR AFFIRMATION

I, Robert Rabinowitz , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
JH Darbie & Co., Inc. ,asof
) December 31, 2016 , are true and correct, | further swear (or affirm)

that neither company nor any partner, propr}etor, principal officer or director has any proprietary interest in any account classified
solely as that of a customer, except as follows:
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V' Signature
]
SANJEEV KUMAH L{ :
L/-/‘ Notary Public, State of New York Title
No. 01KU5074801
Notaly Public Qualfied/Certification Filed in Queerss County

Commission Expires March 24, 20_@

This report ** contains {check applicable boxes):

(a) Facing Page

(b) Statement of Financial Condition

(c) Statement of Income (Loss)

(d) Statement of Changes in Financial Condition

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital

(f) Statement of Changes in Liabilities Subordinated to the Claims of Creditors

(9) Computation of Net Capital

(n) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3

(i) Information relating to the Possession of Control Requirements Under Rule 15¢3-3 (Exemption Report)

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for determination of the Reserve Requirements Under Exhibit A of rule 15¢3-3.

(k) A Reconciliation between the audited and the unaudited Statements of Financial Condition with respect to the methods of
consolidation.

() An Oath or Affirmation

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see Section 240.17a-5(e)(3).
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Leigh J. Kremer, CPA

Certified Public Accountant
Member NJCPA, AICPA, PCAOB

Phone (732) 747-6565 95 Locust Avenue
Fax (732) 747-1230 Red Bank, NJ 07701
LKremerCPA.com LeighKremer@verizon.net

Independent Auditor’s Report

The Shareholders
JH Darbie & Co., Inc.

We have audited the accompanying statement of financial condition of JH Darbie & Co.,
Inc., as of December 31, 2016, and the related statements of operations, changes in
shareholders’ equity, changes in subordinated liabilities, and cash flows for the year then
ended. These financial statements are the responsibility of JH Darbie & Co., Inc.’s
management. Our responsibility is to express and opinion on these financial statements
based on our audit.

We conducted our audit in accordance with the standards of the Public Company
Accounting Oversight Board (United States) and pursuant to Regulation 1.16 under the
Commodity Exchange Act. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements presented are free
of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation,. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of JH Darbie & Co., Inc., as of December 31, 2016, and
the results of operations, changes in shareholders’ equity, changes in subordinated
liabilities, and cash flows for the year then ended, in conformity with accounting
principles generally accepted in the United States.

The accompanying supplemental information, including Schedule I — Computation of Net
Capital Under Rulel5¢3-1 of the Securities and Exchange Commission, Schedule II -
Reconciliation of Computation of Net Capital Pursuant to Rule 15¢3-1, and Schedule 111 -
Exemption Provision under SEC Rule 15¢3-3, has been subjected to audit procedures
performed in conjunction with the audits of the JH Darbie & Co., Inc’s financial
statements. The supplemental information is the responsibility of JH Darbie & Co., Inc.’s
management. Our audit procedures included determining whether the supplemental



information reconciles to the financial statements or the underlying accounting and other
records, as applicable, and performing procedures to test the completeness and accuracy
of the information presented in the supplemental information. In forming our opinion on
the supplemental information, we evaluated whether the supplemental information,
including its form and content, is presented in conformity with Rule 17 C.F.R. section
240.17 a-5. In our opinion, the Schedule I — Computation of Net Capital Under
Rule15¢3-1 of the Securities and Exchange Commission, Schedule IT - Reconciliation of
Computation of Net Capital Pursuant to Rule 15¢3-1, and Schedule IIT -Exemption
Provision under SEC Rule 15¢3-3 is fairly stated, in all material respects, in relation to
the financial statements as a whole.

=
Leigh J Kremer, CPA

Red Bank, NJ
February 26, 2017



JH Darbie & Co., Inc.

Statement of Financial Condition

As of December 31, 2016

ASSETS

Current assets:
Cash & cash equivalents
Receivables from clearance account
Total Current Assets

Total Assets

LIABILITIES & SHAREHOLDERS’ EQUITY

Current liabilities:
Accounts payable & accrued expenses
Payable to regulatory organization
Total Current Liabilities

Noncurrent liabilities:
Subordinated loan payable

Shareholders’ Equity:
Common stock
Additional paid in capital
Retained deficit

Total Shareholders’ Equity

Total Liabilities & Shareholders’ Equity

Please see the notes to the financial statements.

$135,701
886,430
$1,022,131

$1,022,131

$488,754
99,796
$588,550

1,918,000

$200
692,048
(2,176,667)
(1,484.419)

$1,022,131



JH Darbie & Co., Inc.
Statement of Operations
For the Year Ended December 31,2016

Commission revenues & other service fees
Commission & clearance expenses
Net margin

General and administrative expenses:
Salaries & consulting
Settlements
General administration
Total general and administrative expenses
Income from operations

Provision for income taxes

Net income

Please see the notes to the financial statements.

$5,597,071

(2,979,747)
$2,617,324

$965,028
25,839
1,503,421
$123,036
0

$123,036



JH Darbie & Co., Inc.
Statement of Cash Flows
For the Year Ended December 31, 2016

Operating activities:

Net income $123,036
Changes in other operating assets and liabilities:

Deposits with clearing brokers (522,552)

Accounts payable & accrued expenses 279,597

Payable to regulatory organization (62,567)
Net cash used by operations ($172,486)
Financing activities:

Subordinated loan re-issued $142,000
Net cash provided by financing activities 142,000
Net decrease in cash during the fiscal year ($30,486)
Cash at December 31, 2015 166,187
Cash at December 31, 2016 $135,701

Supplemental disclosures of cash flow information:
Interest paid during the fiscal year $19,399
Income taxes paid during the fiscal year $2,612

Please see the notes to the financial statements.



JH/Darbie & Co., Inc.
Statement of Changes in Shareholders' Equity
For the Year Ended December 31,2016

Additional
Common Paid in Retained
Stock Capital Deficit Total
Balance at December 31, 2015 $200 $692,048 ($2,299,703) ($1,607,455)
Net income 123,036 123,036
Balance at December 31, 2016 $200 $692,048 ($2,176,667) ($1,484,419)

Please see notes to the financial statements



JH Darbie & Co., Inc.

Statement of Changes in Liabilities Subordinated to the Claims of General
Creditors Pursuant to a Satisfactory Subordination Agreement

For the Year Ended December 31, 2016

All Satisfactory
Subordinated Debt

Debt that Qualified
as Equity Capital

Total subordinated borrowings at December 31, 2015 $1,776,000 $1,776,000
Increases 142,000 142,000
Total subordinated borrowings at December 31, 2016 $1,918,000 $1,918,000

Please see notes to the financial statements



JH Darbie & Co., Inc.
Notes to the Financial Statements
For the Year Ended December 31,2016

1. Organization

JH Darbie & Co., Inc. (the Company) is a privately held corporation formed in New York
in 1997 for the purpose of conducting business as a securities broker dealer (BD). Asa
BD, the Company is registered with the Financial Industry Regulatory Authority
(FINRA) authorized to market investments in registered securities. Through its clearing
broker, the Company clears securities transactions on a fully disclosed basis for its
clients. The Company operates under the exempt provisions of the Security and
Exchange Commission Rule 15¢3-3(k)(2)(b).

The Company is a member of the National Futures Association (NFA) and registered
with the Commodity Futures Trading Commission (CFTC) to solicit accounts for trading
in registered futures and options. The Company introduces customers on a fully
disclosed basis through a futures commission merchant (FCM). The FCM charges the
customer a commission fee for trades transacted and remits a portion of these fees to the
Company.

2. Summary of Significant Accounting Policies

Use of Estimates- The preparation of the financial statements in conformity with
generally accepted accounting principles requires management to make reasonable
estimates and assumptions that affect the reported amounts of the assets and liabilities
and disclosure of contingent assets and liabilities and the reported amounts of revenues
and expenses at the date of the financial statements and for the period they include.
Actual results may differ from these estimates.

Revenues- Commission revenues and related fees are recorded on a settlement date basis
and the Company is reasonably assured of their collection.

Cash- For the purpose of calculating changes in cash flows, cash includes all cash
balances and highly liquid short-term investments with original maturity date of three
months or less.

Income taxes- The Company has elected to be taxed as an S corporation under the
Internal Revenue Service Code. Accordingly, under such an election, the Company’s
taxable income is reported by the individual shareholders and therefore, no provision for
federal income taxes has been included in the financial statements.



3. Fair Value of Financial Instruments

Fair Value Measurements under generally accepted accounting principles clarifies the
principle that fair value should be based on the assumptions market participants would
use when pricing an asset or liability and establishes a fair value hierarchy that prioritizes
the information used to develop those assumptions. Under the standard, fair value
measurements are separately disclosed by level within the fair value hierarchy as
follows.

Level | - Quoted prices in active markets for identical assets or liabilities.

Level 2 - Observable inputs other than Level 1 prices such as quoted prices for similar
assets or liabilities; quoted prices in markets with insufficient volume or infrequent
transactions (less active markets); or model-derived valuations in which all significant
inputs are observable or can be derived principally from or corroborated by observable
market data for substantially the full term of the assets or liabilities.

Level 3 - Unobservable inputs to the valuation methodology that are significant to the
measurement of fair value of assets or liabilities.

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. 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 is disclosed and is determined based
on the lowest level input that is significant to the fair value measurement.

Cash, receivable from clearance account, and accounts payable and accrued expenses in
the balance sheet are estimated to approximate fair market value at December 31, 2016
because of their short term nature.

4. Off Balance Sheet Risk

The Company executes various transactions for the benefit of customers through the
clearing broker dealer on a fully disclosed basis. This business activity subjects the
Company to certain off balance sheet risk, which may be in excess of the liabilities
reported in the balance sheet. In the event that a customer is in default of an obligation to
the clearing broker, the clearing broker will require the Company to fulfill the obligation
on behalf of its customer.

10



The Company seeks to control these risks by monitoring the transactions of customer
accounts on a daily basis. The Company has the authority to liquidate position in
customer accounts at its discretion in order to ensure the account is in financial
compliance with established requirements imposed by the clearing broker.

5. Concentrations of Credit Risk

Financial instruments which potentially subject the Company to concentration of credit
risk are its cash deposits. The Company, from time to time, maintains deposits at banks
which are in excess of insured amounts.

6. Subordinated Loan

The Company was issued a loan for $1,918,000 that is subordinated to the claims of
general creditors. The loan carries an interest rate of 2%. The loan matures as follows.

Amount Maturity
1,918,000 2019
$1,918,000

7.. Related Party Transaction

The subordinated loan referred to in Note 6 above was provided in consideration of a
24% equity share in the Company, making the lender a related party.

The Company leases office space on a “month to month” basis from a company related to
the Company by common ownership. The Company paid the related party $189,989
during fiscal year 2016 for use of its office space.

8. Subsequent Events

The Company has made a review of material subsequent events from December 31, 2016
through the date of this report and found no material subsequent events reportable during
this period.
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Schedule I & 11

Computation of Net Capital Under RulelSc3-1 of the Securities and
Exchange Commission, and Schedule II - Reconciliation of
Computation of Net Capital Pursuant to Rule 15¢3-1

CREDIT:

Shareholders' deficit ($1,484,419)

Liabilities subordinated to the claims of general creditors 1,918,000
DEBITS:

Nonallqwable assets: 0
NET CAPITAL $433,581

Haircuts 0
ADJUSTED NET CAPITAL $433,581
Minimum requirements of 6-2/3% of aggregate indebtedness

or $45,000, whichever is greater. 45,000
EXCESS NET CAPITAL $388,581
AGGREGATE INDEBTEDNESS: $588,550
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 135.74%
Excess net capital previously reported $383,192
Audit adjustments $11,938
Adjust for minimum required by CFTC Rule 1.17- introducing broker ‘ (6,549)
Excess net capital per this report $388,581

12



JH Darbie & Co., Inc.
40 Wall Street- Suite 3002
New York, NY 10005

December 31,2016

Rule 15¢3-3 Exemption Report

This is to certify that, to the best of my knowledge and belief:

JH Darbie & Co., Inc., is a registered broker-dealer subject to Rule 17a-5 promulgated by
the Securities and Exchange Commission (17 C.F.R section 240.17a-5, “Reports to be
made by certain brokers and dealers™). This Exemption Report was prepared as required
by 17 C.F.R. section 240.17a-5(d)(1) and (4). To the best of its knowledge and belief JH
Darbie & Co., Inc., states the following:

JH Darbie & Co., Inc., claimed an exemption under provision 17 C.F.R. section
240.15¢3-3 (k)(2)(ii) as the company is a non-carrying broker-dealer which promptly
transmits all funds and delivers all securities received in connection with its activities as a
broker dealer, and does not otherwise hold funds or securities for, or owe money or
securities to, customers.

JH Darbie & Co., Inc., met the identified provision throughout the most recent fiscal year
without exceptions.

Thank-you.
ert Rabtewl(z
President
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Leigh J. Kremer, CPA

Certified Public Accountant
Member NJCPA, AICPA, PCAOB

Phone (732) 747-6565 95 Locust Avenue
Fax (732) 747-1230 Red Bank, NJ 07701
LKremerCPA.com LeighKremer@verizon.net

Report of Independent Registered Public Accounting Firm

We have reviewed management’s statements, included in the accompanying Rule 15¢3-3
Exemption Report in which (1) JH Darbie & Co., Inc., identified the following provisions
of 17 C.F.R. section 15¢3-3(k) under which JH Darbie & Co., Inc., claimed an exemption
from 17 C.F.R. section 240.15¢3-3: 2(ii) (the “exemption provisions) and (2) JH Darbie
& Co., Inc., stated that it has met the identified exemption provisions through the most
recent fiscal year without exception. JH Darbie & Co., Inc.’s management is responsible
for compliance with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company
Accounting Oversight Board (United States) and, accordingly included inquiries and
other required procedures to obtain evidence about JH Darbie & Co., Inc.’s compliance
with the exemption provisions. A review is substantially less in scope than an
examination, the objective of which is the expression of an opinion on management’s
statements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made
to management’s statements referred to above for them to be fairly stated, in all material
respects, based on the provisions set forth in paragraph k(2)(ii) of Rule 15¢3-3 under the
Securities Exchange Act of 1934,

o —
Leigh J. Kremer, CPA

Red Bank, N.J.
February 26, 2017
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Leigh J. Kremer, CPA

Certified Public Accountant
Member NJCPA, AICPA, PCAOB

Phone (732) 747-6565 95 Locust Avenue
Fax (732) 747-1230 Red Bank, NJ 07701
LKremerCPA.com LeighKremer@verizon.net
The Shareholders

JH Darbie & Co., Inc.

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have
performed the procedures enumerated below with respect to the accompanying

Schedule of Assessment and Payments [General Assessment Reconciliation (Form
SIPC-7)] to the Securities Investor Protection Corporation (SIPC) for the Year Ended
December 31, 2016, which were agreed to by JH Darbie & Co., Inc., and the Securities
and Exchange Commission, Financial Industry Regulatory Authority, Inc., and

SIPC, solely to assist you and the other specified parties in evaluating JH Darbie & Co.,
Inc.'s compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7). JH Darbie & Co., Inc.'s management is responsible for the
JH Darbie & Co., Inc.'s compliance with those requirements.

This agreed-upon procedures engagement was conducted in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The
sufficiency of these procedures is solely the responsibility of those parties specified in
this report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been

requested or for any other purpose. The procedures we performed and our findings are as
follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement records entries noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2016, as applicable, with the amounts reported in Form SIPC-7 for the
year ended December 31, 2016, noting no differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers noting no differences;
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4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in

the related schedules and working papers supporting the adjustments noting no
differences;

5. Compared the amount of any overpayment applied to the current assessment with the
Form SIPC-7 on which it was originally computed noting no differences

We were not engaged to, and did not conduct an examination, the objective of which
would be the expression of an opinion on compliance. Accordingly, we do not express
such an opinion. Had we performed additional procedures, other matters might have
come to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed
above and is not intended to be and should not be used by anyone other than these
specified parties.

e
Leigh J Kremer, CPA

Red Bank, NJ 07701
February 26,2017
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Leigh J. Kremer, CPA
Certified Public Accountant

Member NJCPA, AICPA, PCAOB

Phone (732) 747-6565 95 Locust Avenue
Fax (732) 747-1230 Red Bank, NJ 07701
LKremerCPA.com LeighKremer@verizon.net

Independent Auditors’ Report on Internal Accounting Control Required by CFTC
Regulation 1.16

The Shareholders
JH Darbie & Co., Inc.

In planning and performing our audit of the financial statements JH Darbie & Co., Inc.
for the year ended December 31, 2016 in accordance with auditing standards generally
accepted in the United States of America, we considered the Company’s internal control
over financial reporting (internal control) as a basis for designing our audit procedures for
the purpose of expressing an opinion the financial statements, but not for expressing an
opinion on the effectiveness of the Company’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Regulation 1.16 of the Commodity Futures Trading Commission
(CFTC), we have made a study of the practices and procedures followed by the
Company, including consideration of control activities for safeguarding customer and
firm assets. This study included tests of compliance with such practices and procedures
that we considered relevant to the objectives stated in Regulation 1.16 in making periodic
computations of minimum financial requirements pursuant to CTFC Regulation 1.17

The management of the Company is responsible for establishing and maintaining an
internal control structure and the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgments by management are
required to assess the expected benefits and related costs of internal control structure
policies and procedures and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to
achieve the CFTC’s above mentioned objectives. Two of the objectives of an internal
control structure and the practices and procedures are to provide management with
reasoriable, but not absolute, assurance that the assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management’s authorization and recorded
properly to permit the preparation of financial statements in conformity with generally
accepted accounting principles. Regulation 1.16(d)(2) lists additional objectives of the
practices and procedures listed in the preceding paragraph.
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Because of the inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or fraud may occur and not be detected. Also,
projection of any evaluation of them to future periods is subject to the risk that they may
become inadequate because of changing conditions or the effectiveness of their design
may deteriorate.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that is less severe than a material
weakness, yet important enough to merit attention by management.

A material weakness is a deficiency, or combination of deficiencies, in internal control,
such that there is a reasonable possibility that a material misstatement of the Company’s
financial statements will not be prevented or detected and corrected on a timely basis.

Our consideration of the internal control was for the limited purpose described in the first
and second paragraphs and would not necessarily identify all deficiencies in the internal
control structure that might be material weaknesses. However, we did not identify any
deficiencies involving the internal control structure that we consider to be material
weaknesses as previously defined.

We understand the practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the CFTC to be adequate for its
purposes in accordance with the Commodity Exchange Act and related regulations, and
that practices and procedures do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and our
study, we believe the Company’s practices and procedures were adequate as of December
31,2016, to meet the Commission’s objectives.

This report is intended solely for the information and use of management, the CFTC and
other regulatory agencies that rely on Regulation 1.16 of the CFTC in their regulation of
brokers and dealers, and is not intended to be and should not be used by anyone other
than these specified parties.

T —
Leigh J. Kremer, CPA

Red Bank, N.J.
February 26, 2017
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Robert Rabinowitz

From:

Sent:

To:

Subject:
Attachments:

Thank you,

Robert Rabinowitz
CEO

JH Darbie & Co.
Financial Services
212-269-7271
robert@jhdarbie.com
www.jhdarbie.com

Privileged Information: This message, together with any attachments, is intended only for the use of the individual or entity to which it is
addressed and may contain information that is legally privileged, confidential and/or restricted from disclosure. If you are not the
intended recipient, you are hereby notified that any use, dissemination, distribution, or copying of this message, or any attachment, is
strictly prohibited. If you have received this message in error, please delete this message, along with any attachments, from your

computer. Thank you.

Robert Rabinowitz [robert@jhdarbie.com]
Tuesday, February 28, 2017 3:36 PM
‘sipcauditreports@sipc.org'
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