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OATH OR AFFIRMATION

I, F.Gary Valdez , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Focus Strategies Merchant Banking, LLC , as

of December 31, , 20 18 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Title

GER aM CHECKY

s repoFr e ntains (check all applicable boxes):

(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changesin Stockholders' Equity or Partners' or Sole Proprietors' Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.

/ (i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

2 (j) A Reconciliation, including appropriate explanation ofthe Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determinatio1i of the Reserve Requirements Under Exhibit A of Rule 15c3-3.

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

/ (1) 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 ofthe previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Management andMember of
Focus Strategies Merchant Banking, LLC

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Focus Strategies Merchant
Banking, LLC (the "Company"), as of December 31, 2018, and the related statements of income,
changes in member's equity, and cash flows for the year then ended, and the related notes
(collectively referred to as the "financial statements"). In our opinion, the financial statements
present fairly, in all material respects, the financial position of the Company as of December 31,
2018, and the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility
is to express an opinion on the financial statements based on our audit. We are a public accounting
firm registered with the Public Company Accounting Oversight Board (United States) ("PCAOB")
andare required to be independent with respect to the Company in accordance with the U.S.federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission
("SEC") 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
statements are free of material misstatement, whether due to error or fraud. Our audit included

performing procedures to assessthe risks of material misstatement of the financial statements,
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 anddisclosures in the
financial statements. 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 statements. We believe that our audit provides a reasonable basis for our opinion.

Supplemental Information

The scheduleof computationof net capitalandaggregateindebtednessunderRule 15c3-1 of the SEC
(referred to as the "supplemental schedule") has been subjected to audit procedures performed in
conjunction with the audit of the Company's financial statements. The supplemental schedule is the
responsibility of the Company's management. Our audit procedures included determining whether
the supplemental schedule 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 schedule.



In forming our opinion on the supplemental schedule, we evaluated whether the supplemental
schedule, including its form and content, is presented in conformity with 17 C.F.R.§240.17a-5. In
our opinion, the supplemental schedule is fairly stated, in all material respects,in relation to the
financial statements as a whole.

We have served as the Company's auditor since 2017.

Dallas, Texas
February 27,2019



FOCUSSTRATEGIESMERCHANT BANKING, LLC

Statement of Financial Condition

December 31, 2018

Assets

Cash and cashequivalents $ 1,078,989
Accounts receivable 44,541

Prepaid expenses 61,581

TOTAL ASSETS $ 1,185,111

Liabilities and Member's Equity

Accounts payable and accrued expenses $ 130,554

Total liabilities 130,554

Member's Equity 1,054,557

TOTALLIABILITIESAND MEMBER'SEQUITY $ 1,185,111

See accompanying notes to financial statements.
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FOCUSSTRATEGIESMERCHANT BANKING, LLC

Statement of Income

Year Ended December 31,2018

Revenues

Fee income $ 3,776,800

General and Administrative Expenses

Salaries, commissions and benefits 2,329,325
Licenses and fees 9,502

Insurance 16,245

Professional fees 69,483

Expense sharing fees paid to related party 501,961

Miscellaneous 28,357
2,954,873

Net income Before Tax 821,927

State taxes 3,573

Net incomeAfter Tax $ 818,354

See accompanying notes to financial statements.
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FOCUSSTRATEGIESMERCHANT BANKING, LLC

Statement of Changes in Member's Equity

Year Ended December 31,2018

Member's Equity

Balance at December 31, 2017 $ 176,203

Member Contribution 170,000

Member Distribution (110,000)

Net Income 818,354

Balance at December 31,2018 $ 1,054,557

See accompanying notes to financial statements.
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FOCUSSTRATEGIESMERCHANT BANKING, LLC

Statement of Cash Flows

Year Ended December 31, 2018

Operating Activities
Net income $ 818,354

Adjustments to reconcile net income to net cash

provided by operating activites

Net changes in:
Accounts receivable 7,959

Prepaid expense (11,340)
Accounts payable and accrued expenses (22,366)

Net cashprovided by operating activities 792,607

Cashflows from Financing Activities
Member contribution 170,000

Member distribution (110,000)

Net cash provided by financing activities 60,000

Increase in Cashand Cash Equivalents 852,607

Cash and Cash Equivalents, Beginning of Year 226,382

Cash and Cash Equivalents, End of Year $ 1,078,989

Supplemental Disclosures of CashFlow Information:

Cash paid during the year for state taxes $ 8,097

See accompanying notes to financial statements.
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FOCUSSTRATEGIES MERCHANT BANKING, LLC

Notes to Financial Statements

December 31,2018

Note 1: Summary of Significant Accounting Policies

General

Focus Strategies Merchant Banking, LLC(the "Company") is a Limited Liability Corporation
owned 100% by one member and organized under the laws of the State of Texas for the

purpose of providing investment banking services. The Company is a member of the
Financial Industry Regulatory Authority ("FINRA") and operates under the exemptive

provisions of Rule 15c3-3 (k)(2)(i) (the customer Protection Rule) of the Securities
Exchange Act of 1934, and accordingly is exempt from the remaining provisions under the
Rule. The Company does not hold customer funds or safe-keep customer securities or

engage in the underwriting of securities.

The Company assists clients in the buying and selling of companies and raising capitai,
both equity and debt.

Basis of Presentation
The accompanying financial statements of the Company have been prepared in

accordance with accounting principles generally accepted in the United State of America

("GAAP").Financial statements are prepared using the accrual basis of accounting.

Estimates

The preparation of financial statements in conformity with GAAP requires management

to make estimates and assumptions that affect the reported amounts of assets and

liabilities and disclosure of contingent assets and iiabilities at the date of the financial

statements and the reported amounts of revenue and expenses during the reporting

period. Actual results could differ from those estimates.

Revenue Recognition
As of January 1, 2018, the Company adopted ASU 2014-09 Revenuefrom Contracts with

Customers and all subsequent amendments to the ASU (colectively, "ASC606") which

creates a single framework for recognizing revenue from contracts with customers that

fall within its scope.

The Company generates revenue from two activities, which include monthly retainers and

success fees related to closing financial transactions.
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Pietainers originate from the execution of an engagement letter with a client in order to
raise capital or sell their company. The execution of an engagement ietter by a client

generates and describes performance obligations, including preparing marketing
materials, identifying potential capital providers, obtaining Indications of Interest,

completing management meetings with prospective capital providers, obtaining Letters
of intent, and negotiating the transaction. Retainers are billed and recognized monthly as

these activities are performed over a period of time. The engagement letter also contains
the agreed fixed monthly amount of each non-refundable retainer, which in the event of

a successful transaction closing, will be credited against the total success fee paid by the
client.

Success fees originate from the execution of an engagement letter with a client in order

to raise capital or self their company. The engagement letter defines the formula used to
calculate the success fee in the event of a successful transaction closing. The execution of

an engagement letter by a client generates the performance obligation to successfully

complete the financial transaction, and success fee revenue is not recognized until the
transaction closes due to the unforeseeable nature of successfully completing a
transaction.

Banker Commissions
Commissions are earned, recognized, recorded and paid at the closing of a transaction.

The Company has a Banker Compensation Policy that describes this practice, which has

been executed and acknowledged by each Banker. These commissions are included in

the Salaries, commissions and benefits account on the Statement of Income.

Cash and Cash Equivalents
The Company considers cash and cash equivalents to include cash on hand, demand
deposits and certificates of deposit or other highly liquid investments with original
maturities of three months or less. At Decernber 31, 2018, the Company had no such

investments. The Company maintains its operating cash at one financial institution. At
times, the amount on deposit at this institution may exceed amounts covered by

insurance provided by the U.S.Federal Deposit insurance Corporation ("FDIC"). The
Company has not experienced any losses related to amounts in excess of FDIC limits.

As of January 1,2018, the Company adopted ASU 2016-15, Statement of Cash Flows (Topic
230): Classification of Certain Cash Receipts and Cash Payments and ASU 2016-18,

Statement of Cash Flows (Topic 230): Restricted Cash. ASU 2016-15 amended the

treatment of specific cash flow issues ASU 2016-18 addressed the diversity that existed in
the classification and presentation of changes in restricted cash on the statement of cash
flows. The adoption of these ASU's did not have an impact on the Company's financial
statements.
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Prepaid Expenses
Prepaid Expensesconsist of FINRA 2019 administrative expenses paid at December 31,

2018, subscriptions and insurance.

Property and Equipment
All of the Company's fixed assets were fully depreciated as of December 31, 2017. There

was no depreciation expense incurred during the year ended December 31, 2018.

Fair Value of Financial Instruments
The Company calculates the fair value of its assets and liabilities which qualify financial as
instruments and includes this information in the notes to financial statements when the

fair value is different than the carrying value of those financial instruments. The

estimated fair value of accounts receivable, prepaid expenses, accounts payable and

accrued expenses approximates the carrying amount due to the relatively short maturity
of these instruments. The instruments are not held for trading purposes.

Income Tax

The Company is organized as a limited liability company andtaxed as a sole proprietorship
for federal income tax purposes. As a result, income or losses are taxable or deductible
to the member rather than at the Company level; accordingiy, no provision has been

made for federal income taxes in the accompanying consolidated financial statements. In
certain instances, the Company is subject to state taxes on income arising in or derived

from the state tax jurisdictions in which it operates.

State income tax positions are evaluated in a two-step process. The Company first

determines whether it is more likely than not that a tax position will be sustained upon

examination. If a tax position meets the more likely than not threshold, it is then
measured to determine the amount of expense to record in the consolidated financial

statements. The tax expense recorded would equal the largest amount of expense
related to the outcome that is 50% or greater likely to occur. The Company classifies any

potential accrued interest recognized on an underpayment of income taxes as interest
expense and classifies any statutory penalties recognized on a tax position taken as

operating expense. Management of the Company has not taken a tax position that, if
challenged, would be expected to have a material effect on the financial statements as of
or for the year ended December 31, 2018.

The Company did not incur any penalties or interest related to its state tax returns during

the year ended December 31, 2018.
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Under the new centralized partnership audit rules effective for tax years beginning after

2017, the Internal Revenue Service ("iRS") assesses and collects underpayments of tax
from the partnership instead of from each partner. The partnership may be able to pass

the adjustments through to its partners by making a push-out election or, if eligible, by
electing out of the centralized partnership audit rules.

The collection of tax from the partnership is only an administrative convenience for the

iRSto collect any underpayment of income taxes including interest and penalties. Income

taxes on partnership income, regardless of who pays the tax or when the tax is paid, is
attributed to the partners. Any payment made by the partnership as a result of an IRS
examination will be treated as a distribution from the partnership to the partners in the
financial statements.

Recently issued accounting pronouncements

In February 2016, the FASBissued ASU 2016-02, Leases (Topic 842). The guidance in this
ASU supersedes the leasing guidance in Topic 840, Leases. Under the new guidance,

leases are required to recognize lease assets and lease liabilities on the balance sheet for
all leases with terms longer than 12 months. Leaseswill be classified as either finance or

operating, with classification affecting the pattern of expense recognition in the income
statement. The new standard is effective for fiscal years beginning after December 15,

2018, including interim periods within those fiscal years. A modified retrospective
transition approach is required for lessees for capital and operating leases existing at, or

entered into after, the beginning of the earliest comparative period presented in the

financial statementš, with certain practical expedients available. Because facilities are

provided through an expense sharing agreement with Focus Strategies, LLC,this will have

no impact on the Company's financial statements.

Note 2: Net Capital Requirements

The Company is subject to the Securities and Exchange Commission's Uniform Net Capital Rule

(Rule 15c3-1) which requires the maintenance of minimum net capital. The Company has elected

to use the basic method, permitted by paragraph 15c3-1(a)(2) of the rule, which requires that

the Company maintain minimum net capital, as defined, of the greater of 6.667% of aggregate

indebtedness or $5,000. (The net capital rule also provides that equity capital may not be

withdrawn, or cash dividends paid, if resulting net capital would be less than $5,000.) At

December 31, 2018 the Company had net capital, as defined, of $948,435, which exceeds the

requirement of $8,704.
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Note 3: Related Party Transactions

The Company has an affiliate company, Focus Strategies, LLC,which provides investment banking

and consulting services that do not involve the sale of securities, and therefore do not require a

broker/dealer. Staff and other expenses are paid by Focus Strategies, LLC, and are shared

between the two companies based on an expense sharing arrangement between the companies.

For 2018, the Company paid 55.90%, of these expenses as reimbursement to Focus Strategies,

LLC.This allocation is reviewed annually and adjusted as needed to accurately allocate the

expenses between the companies. The expenses charged to the Company by Focus Strategies,

LLCfor 2018 were $50i,9610f which $90,777 was included in Accounts Payable at December 31,

2018. A portion of these payments, $60,111, relate to annual subscriptions for 2019, and this

portion was recorded as a prepaid expense.

In 2018 the Company made a distribution to its member of $110,000.

Note 4: Significant Customers

in 2018, three customers each comprised more than 10% of Company revenues as listed below:
• Customer A: 56.96%

• Customer B: 14.70%

• Customer C: 12.52%
Asof December 31, 2018, four customers each comprised more than 10% of Company accounts
receivable as listed below:

• Customer A: 50.51%

' • Customer B: 22.45%

• Customer C: 16.84%

• Customer D: 10.20%

Note 5: Credit Risk

At December 31, 2018, and at various times throughout the year, the Company may have had
cash balances in excess of federally insured limits. The company maintains its operating cash at

one financial institution. At times, the amount on deposit at this institution may exceed

amounts covered by insurance provided by the U.S.Federal Deposit insurance Corporation

("FDIC").The company has not experienced any losses related to amounts in excess of FDIC
limits.
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Note 6: Possession or Control Requirements

The Company does not have any possession or control of customer funds or securities. There

were no material inadequacies in the procedures followed in adhering to the exemptive provision

of (SEC)Rule 15c3-3(k)(2)(i).

Note 7: Subsequent Events

Subsequent events have been evaluated for potential recognition and disclosure through

February 27,2019, which is the date the financial statements were issued.

12



SUPPLEMENTALINFORMATION

Pursuant to Rule 17a-5 of the Securities and Exchange Act of 1934

As of December 31, 2018



Schedule i

FOCUSSTRATEGIESMERCHANT BANKING, LLC
Computation of Net Capital

(As Defined Within Securities and Exchange Act of 1934 Rule 15c3-1)

As of December 31,2018

Total Member's Equity from Statement of Financial Condition $ 1,054,557

Deductions and/or Charges
Total non-allowable assets from statement of financial condition (106,122)

Total Net Capital $ 948,435

Aggregate indebtedness:
Accounts payable and accrued expenses $ 130,554

Total aggregate indebtedness $ 130,554

Computation of basic net capital requirement:

Minimum net capital required of broker-dealer (6.667%of total $ 8,704

aggregate indebtedness)
Minimum dollar net capital requirement of broker $ 5,000

Net capital requirement (greater of two above) $ 8,704
Net capital excess $ 939,731

Ratio of aggregate indebtedness to net capital 0.137648to 1

Statement pursuant to SECRule 17a-S
No material differences exist between the net capital computation above and the computation

included in the corresponding unaudited FOCUSReport, Form X-17A-5, Part Il for December 31,

2018 as filed on January 25, 2019.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Management and Member of
Focus Strategies Merchant Banking, LLC

We have reviewed management's statements, included in the accompanying Exemption Report, in
which (1) Focus Strategies Merchant Banking, LLC (the "Company") identified the following
provisions of 17 C.F.R. §15c3-3(k) under which the Company claimed an exemption from
17 C.F.R.§240.15c3-3:(k)(2)(i) (the "exemption provisions") and (2) the Company stated that it met
the identified exemption provisions throughout the most recent year without exception. The
Company'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 the Company's compliance with the exemption provisions. A review is
substantially less in scope than anexamination, 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 therprovisions set forth in paragraph (k)(2)(i) of Rule 15c3-3 under the Securities Exchange Act of
1934.

Dallas, Texas
February 27, 2019



Focus Strategies Merchant Banking, LLCExemption Report

FocusStrategies Merchant Banking, LLC (the "Company") is a registered broker-dealer subject to Rule

17a-5 promulgated by the Securities and Exchange Commission (17 C.F.R.§240.17a-5, "Reports to be

made by certain brokers and dealers.") This Exemption Report was prepared as required by 17 C.F.R.
§240.17a-5(d)(1) and (4). To the best of its knowledge and belief, the Company states the following:

The Company claimed an exemption from 17 C.F.R.§240.15c3-3 under the following provisions of 17

C.F.R.§240.15c3-3 (k)(2)(i):

* The provisions of the Customer Protection Rule shall not be applicable to a broker or dealer who,
carries no margin accounts, promptly transmits all customer funds and delivers all securities
received in connection with its activities as a broker or dealer, does not otherwise hold funds or
securities for, or owe money or securities to, customers and effectuates all financial transactions
between the broker or dealer and its customers through one or more bank accounts, each to be

designated as "Special Account for the ExclusiveBenefit of Customers of (name of the broker or
dealer)."

The Company met the identified exemption provisions in 17 C.F.R.§240.15c3-3(k) throughout the most
recent fiscal year without exception.

FocusStrategies Merchant Banking, LLC

1,F.Gary Valdez, swear that, to my best knowledge and belief, this Exemption Report istrue and accurate.

By:

Title: President

February 27,2019
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INDEPENDENT ACCOUNTANT'S AGREED-UPON PROCEDURES REPORT ON
ANNUAL GENERAL ASSESSMENT RECONCILIATION FORM (FORM SIPC-7)

To the Management and Member of
Focus Strategies Merchant Banking, LLC

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934 and with the Securities
Investor Protection Corporation ("SIPC") Series 600 Rules, we have performed the procedures
enumerated below, which were agreed to by Focus Strategies Merchant Banking, LLC
(the "Company") and the SIPC, with respect to the accompanying General Assessment Reconciliation
(Form SIPC-7) of the Company for the year ended December 31, 2018, solely to assist you and the
SIPC in evaluating the Company's compliance with the applicable instructions of the General
Assessment Reconciliation (Form SIPC-7). Management of the Company is responsible for its
Form SIPC-7 and for its compliance with those requirements. This agreed-upon procedures
engagement was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and 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 purposefor 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 Total Revenue amounts reported on the Annual Audited Report
Form X-17A-5 Part III for the year ended December 31, 2018, with the Total Revenue
amounts reported in Form SIPC-7 for the year ended December 31, 2018, noting no
differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers noting no differences;

4. Recalculated the arithmetical accuracyof the calculations reflected in Form SIPC-7 andin
the related schedules and working papers supporting the adjustments noting no differences;
and

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

A rnernbetóf

Nexia
Interrtátiódal



We were not engaged to; anddid not conduct an examination or a review, the objective of which would
be the expression of an opinion or conclusion, respectively, on the Company's compliance with the
applicable instructions of the Form SIPC-7 for the year ended December 31, 2018. Accordingly, we
do not express suchan opinion or conclusion. 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 Company and the SIPC and is not
intended to be, and should not be,used by anyone other than these specified parties.

Dallas, Texas
February 27, 2019


