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OATH OR AFFIRMATION

i Jonathan Craig Dickens , swear (or atfirm) that, 1o the best of

my knowledge and belief, the accompanying financial statements and supporting schedules pertaining to the firm of
Mcrit Harbor Capital a8

of December 31, 2018 , are true and correet. | further swear (or affirm)

that neither the company nor any partier, proprictor, principal officer, or director has any proprictary interest in any account
ctassified solely as that of a customer, except as follows:
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Notary Public

. . PR O

This report® contains (check all applicable boxes): "I, ; F w. s &
, A &

[ l {a) Facing page. LSRN

|__v _“l (b) Statement of Financial Condition.

i B ] (¢} Statcment of Income (L.oss).

[::] (d)  Statcment of Cash Flows

~~:] (e) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietor’s Capital.

[:j (1) Statement of Changes in Liabilities Subordinated to Claims of General Creditors.

]____ ] (g) Computation of net capital for brokers and dealers pursuant 10 Rule 15¢3-1.

[ T (h)  Computation for determination of reserve requirements pursuant to Rule 15¢3-3.

LW_J ¢(iy  Information relating to the possession or control requirements for brokers and dealers under Rule 13¢3-3.

[::l (3 A reconcilintion. including appropriate cxplanation, 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.

L__j (k) A reconciliation between the audited and unaudited Statements of Vinancial Condition with respeet (o methods of
consolidation.

i v ] ()  An oath or affirmation.
I ''''' j (m) A copy of the Securities Investor Protection Corporation (SIPC) supplemental report.

! L ! {(n) Excmption Repot

“E foor conditions of confidential treatment of certdin portions of this filing, see section 240§ 7a-Stei(3).
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Morey, Nee, Buck & Oswald, LLC

Certitied Publ

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member
of Merit Harbor Capital, LLC

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Merit Harbor Capital, LLC as of December
31, 2018, and the related notes (collectively referred to as the “financial statement”). In our opinion, the statement
of financial condition presents fairly, in all material respects, the financial position of Merit Harbor Capital, LLC as
of December 31, 2018 in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of Merit Harbor Capital, LLC’s management. Our responsibility is to
express an opinion on Merit Harbor Capital, LLC’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 Merit Harbor Capital, LLC in accordance with the 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. 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 statements. Qur 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.

Ftney, Toe, khcak? lGumt) t1

Morey, Nee, Buck & Oswaid, LLC

We have served as Merit Harbor Capital, LLC’s auditor since 2016.
Bethiehem, Pennsylvania

February 26, 2019

1120 N. Bethlehem Pike + Suite 107 « PO Box 459 « Spring House, PA 19477+ Phone: 610-882-1000
2571 Baglyos Circle » Suite B20 « Bethlehem, PA 18020 + Phone: 610-882-1000
27 E. High Street * Suite A - Somerville, NJ 08876 + Phone: 908-393-0548

www.moreycpa.com



MERIT HARBOR CAPITAL
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2018

ASSETS
Cash and cash equivalents $ 24,800
Securities owned, non-marketable, at fair value 50,828
Accounts receivable 12,573
Prepaid expenses 19,673
Deposit 1,850
TOTAL ASSETS 3 109,724
LIABILITIES AND MEMBER'S EQUITY
LIABILITIES
Accrued Expenses $ 4,095
Due to affiliate 2,077
TOTAL LIABILITIES 6,172
MEMBER'S EQUITY 103,552
TOTAL LIABILITIES AND MEMBER'S EQUITY $ 109,724

The accompanying notes are an integral part of these financial statements.
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Note 1 -

Note 2 -

MERIT HARBOR CAPITAL
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Organization

Merit Harbor Capital (the “Company”) is a broker-dealer registered with the United
States Securities and Exchange Commission (“SEC”) and is a member of the
Financial Industry Regulatory Authority (“FINRA”). The Company is a placement agent
for private debt, equity securities and acts as a broker for the purchase and sale of
private loans and securities. Additionally, the Company provides investment advisory
services, including mergers and acquisitions transactions. The Company's office is

located in Tacoma, Washington.

The Company is wholly owned by Merit Harbor Group (the “Parent”), a holding
company located in Tacoma, Washington.

Summary of Significant Accounting Policies

Basis of Presentation

The accompanying financial statements are presented in conformity with accounting
principles generally accepted in the United States of America (“U.S. GAAP").

Revenue Recognition

Adoption of New Accounting Standards: On January 1, 2018, the Company adopted,
the Financial Accounting Standards Board (FASB), ASU 2014-09, Revenue from
Contracts with Customers (Topic 606), requiring an entity to recognize the amount of
revenue to which it expects to be entitled for the transfer of promised goods or
services to customers. The updated standard will replace most existing revenue
recognition guidance in accounting principles generally accepted in the United States
of America (US GAAP) and permits the use of either a full retrospective or
retrospective with cumulative effect transition method. In August 2015, the FASB
issued ASU 2015-14, which defers the effective date of ASU 2014-09 one year
making it effective for annual reporting periods beginning after December 15, 2017.

Accordingly, the Company does not expect this guidance to have a material impact on
its financial or regulatory capital. The Company provides advisory services on mergers
and acquisitions (M&A). Revenue for advisory arrangements is generally recognized
at the point in time that performance under the arrangement is completed (the closing
date of the transaction) or the contract is cancelled. However, for certain contracts,
revenue is recognized over time for advisory arrangements in which the performance
obligations are simultaneously provided by the Company and consumed by the
customer. In some circumstances, significant judgement is needed to determine the
timing and measure of progress appropriate for revenue recognition under a specific
contract. Retainers and other fees received from customers prior to recognizing
revenue are reflected as contract liabilities. The Company applies the modified
retrospective method of adoption which resuited in no adjustment to member's equity

as of January 1, 2018
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MERIT HARBOR CAPITAL
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Note 2 - Summary of Significant Accounting Policies (continued)
Cash and Cash Equivalents

The Company considers all highly liquid debt instruments purchased with an original
maturity of three months or less to be cash equivalents.

Accounts Receivable

The Company recognizes revenue from placement fees, success fees and other
service fees in the period they are earned and are reasonably assured as collectible.
Accounts Receivable are reviewed periodically. The Company has not made
provisions for bad debt expense or any amount of allowance for uncollectable
accounts at year-end since it has determined that there is no need for any write-offs.

Receivables and Contract Balances

Receivables arise when the Company has an unconditional right to receive payment
under a contract with a customer and are derecognized when the cash is received. As
of January 1, 2018 the receivable balance was $200,232. At December 31, 2018,
there were receivables of $12,573 reported in the statement of financial condition.

Contract assets arise when the revenue associated with the contract is recognized
prior to the Company’s unconditional right to receive payment under a contract with a
customer (i.e., unbilled receivable) and are derecognized when either it becomes a
receivable or the cash is received. Contract liabilities arise when customers remit
contractual cash payments in advance of the Company satisfying its performance
obligation under the contract and are derecognized when the revenue associated with
the contract is recognized when the performance obligation is satisfied. The Company
had no contact assets or liabilities at January 1, 2018 or December 31, 2018.

Income Taxes

The Company consolidates its taxable income with its Parent, which files a partnership
return for federal, state and city purposes. As a result, no federal or Washington State
income taxes are provided, as they are the responsibility of the individual members.



Note 2 -

Note 3 -

Note 4 -

MERIT HARBOR CAPITAL
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Summary of Significant Accounting Policies (continued)

Use of Estimates

The preparation 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 amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Concentrations

The Company maintains cash balances in one financial institution, which are insured
by the Federal Deposit Insurance Corporation (FDIC) for up to $250,000 per
institution. From time to time, the Company’s balances may exceed these limits.

Fair Value

The Company’s security assets are recorded at fair value. Fair value is defined as the
price that would be paid to transfer the asset between market participants in an orderly
transaction on the measurement date. The market in which the reporting entity would
transfer the liability with the greatest volume and level of activity for the liability is
known as the principal market. When no principal market exists, the most
advantageous market is used. This is the market in which the reporting entity would
transfer the asset with the price that maximizes the amount that would be
received. Fair value is based on assumptions market participants would make in
pricing the asset. Generally, fair value is based on observable quoted market prices
or derived from observable market data when such market prices or data are
available. When such prices or inputs are not available, the reporting entity should
use valuation models.

The Company’s asset is recorded at fair value and is categorized based on the priority
of the inputs used to measure fair value. The inputs used in measuring fair value are

categorized into three levels, as follows:

. Level 1 - Inputs that are based upon quoted prices for identical instruments
traded in active markets.

. Level 2 - Inputs that are based upon quoted prices for similar instruments in
active markets, quoted prices for identical or similar investments in markets that are
not active, or models based on valuation techniques for which all significant
assumptions are observable in the market or can be corroborated by observable

market data for substantially the full term of the investment.
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Note 4 -

Note 5 -

Note 6 -

MERIT HARBOR CAPITAL
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Fair Value - continued

. Level 3 - Inputs that are generally unobservable and typically reflect
management’s estimates of assumptions that market participants would use in pricing
the asset. The fair value is therefore determined using model-based techniques that
include option pricing models and similar techniques.

The following describes the valuation methodology the Company uses to measure its
financial asset at fair value.

The Company's financial instruments approximate fair value.

Assets
Measured Fair Value Hierarchy Level
Description At Fair Value Levell lLevel2 level3
Warrants 9 9
Common Stock 50.819 50.819
Total 50,828 - - 50.828

The Company has not transferred assets between levels during the year ended 2018.

Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1) which
requires the maintenance of a minimum net capital, as defined, of the greater of
$5,000 or one-fifteenth of aggregate indebtedness, as defined. At December 31, 2018,
the Company had net capital of $18,627, which exceeded its requirement by $13,627.
Additionally, the Company must maintain a ratio of aggregate indebtedness to net
capital of 151 or less. At December 31, 2018, this ratio was .33 to 1.

The Company is exempt from the provisions of Rule 15¢3-3 of the SEC since the

Company’s activities are limited to those set forth in the conditions for exemption
pursuant to subsection k(2)(i) of the Rule.

Commitments and Contingencies

Pursuant to Securities and Exchange Commission Rule 15¢3-1(3)(2), the Company
may not authorize distributions to its members if such distribution causes the
Company’s net capital to fall below 120% of the Company's minimum net capital
requirement. As of December 31, 2018, the Company was in compliance with this
rule.
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MERIT HARBOR CAPITAL
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

Note 7 - Recently Issued Accounting Pronouncements

In February 2016, the FASB issued a new accounting pronouncement regarding lease
accounting for reporting periods beginning after December 15, 2019. A lessee will be
required to recognize on the balance sheet the assets and liabilities for lessee with
lease terms of more than 12 months. Management is currently evaluating the effect
this pronouncement will have on the financial statements and related disclosures.

Note 8 - Subsequent Events

The Company has evaluated all events or transactions that occurred after December
31, 2018 through the date of these financial statements, which is the date that the
financial statements were available to be issued. During this period, there were no
material subsequent events requiring disclosure.



