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A. REGISTRANT IDENTIFICATION
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Insight Securities, Inc.
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OATH OR AFFIRMATION

1, MYRNA CHAVIRA, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial statements

and supporting schedules pertaining to the firm of INSIGHT SECURITIES, INC, as of JUNE 30, 2019, are true and correct. |

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:

None

‘; ‘ Nf)tary Public - State of illinois
-ty Commission Expires Jun 4, 2023

e Yo

CAROL KNAB
Official Seal

Notary Public

This report** contains (check all applicable boxes):

(a)
X (b)
O (c)
O (d)
O (e)
0 ®
O (9)
0 (h)
0O (1)
0O G)
O (k)
0}

O (m)
O (n)

Facing page.

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Changes in Stockholder’s Equity.

Statement of Cash Flows.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

A Recongiliation, 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 or Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

An Oath or Affirmation.

Independent Certified Public Accountants’ Supplementary Report on Internal Control.

A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



RSM

Report of Independent Registered Public Accounting Firm RSMUSLLP

To the Stockholder and Board of Directors
Insight Securities, Inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Insight Securities, Inc. (the
Company) as of June 30, 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 June 30, 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.

PSK US LLP

We have served as the Company's auditor since 2016.

Chicago, lllinois
October 23, 2019

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING
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Insight Secutities, Inc.
STATEMENT OF FINANCIAL CONDITION

June 30, 2019
ASSETS
Cash, restticted cash and cash equivalents $ 2,964,584
Due from clearing broker 95,498
Other assets 641.7
TOTAL ASSETS $3.701.839
LIABILITIES AND STOCKHOLDER’S EQUITY

Liabilities ‘

Accounts payable, brokerage accrued commissions and accrued expenses $ 2,646,596
Stockholdet’s equity

Class A stock, 100,000 shares authorized, 33,000 at par of §1 issued,

21,000 outstanding 33,000
Class B stock, 200,000 shares authorized, 102,597 at pat of $1 issued,

28,466 outstanding 102,597
Paid-in capital 865,500
Retained earnings 352,506
Treasury stock, at cost

Class A stock, 12,000 shares (36,000)

Class B stock, 74,131 shates (262,360}

Total stockholdet’s equity 1,055,243
TOTAL LIABILITIES AND STOCKHOLDER’S EQUITY $3.701,839

The accompanying notes are an integral part of these statements.
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insight Secutities, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION - CONTINUED

June 30, 2019

NOTE A - NATURE OF BUSINESS

Insight Securities, Inc, (the Company), 2 wholly owned subsidiary of Intelligenics, Inc. (the Parent Company),
acts as an introducing broker/dealer in the purchase and sale of securities and insutance products, and as a
registered investment adviser to certain customers on a fee basis. The Company is a broket/dealet registered
with the U.S. Secutities and Exchange Commission (SEC) and a member of the Financial Industry Regulatory
Authority, Inc. (FINRA).

The Company has an agreement with a clearing broket to clear securities transactions, catty customer accounts
on a fully disclosed basis and perform record-keeping functions. Accordingly, the Company operates under
the exemptive provisions of U.S. Securities and Exchange Commission Rules 15¢3-3(k)(1) and 15¢3-3(k)(2)(i).

The Company has 28 branches located in Califotnia, Colorado, Florida, Illinois, Iowa, Massachusetts, Nevada,
New York, Pennsylvania and Texas, and has customers, primatily individuals, in numerous states in which the
Company is registered.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying financial statements are maintained in accordance with accounting principles generally
accepted in the United States of America (U.S. GAAP).

Cash, Restricted Cash and Cash Equivalents

Cash, restricted cash and cash equivalents include cash, money market funds and highly liquid debt instruments
purchased with a maturity of three months or less from the acquisition date. At times, the Company maintains
cash balances at financial institutions in excess of federally insured limits. The Company monitots this credit
tisk and has not experienced any losses related to this risk.

Restricted cash represents amount on deposit at financial institutions that are legally restricted due to contract
terms with the cle_aring broket, other financial institutions, ot due to SEC tules and regulations. Included on
the statement of financial condition is a restricted cash deposit with the cleating broker in the amount of
$208,496.

Cash and cash equivalents $2,546,508

Cash at clearing broker 209,580

Restricted cash at cleating broker 208,496
Total cash, restticted cash and cash equivalents $2.964,584



Insight Securities, Inc,
NOTES TO STATEMENT OF FINANCIAL CONDITION - CONTINUED

June 30, 2019

Investments

Proprietary securities transactions ate tecorded on the trade date, as if they had settled. In the normal course
of business, the Company, like other firms in the industry, purchases and sells securities as both principal and
agent. Ifanother party to the transaction fails to perform as agreed, the Company may incur a loss if the market
value of the security is different from the contract amount of the transaction. Amounts receivable and payable
for securities transactions that have not reached their contractual settlement date are recorded on the statement
of financial condition.

Securities are financial instraments and are recorded at fair value.
Fair Value Measutrements

Fair value is defined as the exchange price that would be received for an asset ot paid to transfet a liability (an
exit price), in the principal ot most advantageous market for the asset or liability, in an ordetly transaction
between matket participants at the measutement date. In determining fair value, the Company may use vatious
.valuation approaches, including market, income and/or cost approaches. The fair value hierarchy requires an
entity to maximize the use of observable inputs and minimize the use of unobsetvable inputs when measuring

fair value.

Fair value is based upon quoted martket prices. If listed prices or quotes are not available, fair value is based
upon internally developed models that primarily use, as inputs, market-based or independently sourced market
parametets, including but not limited to yield curves, interest rates, volatilities, equity ot debt prices, and credit
curves. Observable inputs are those that market participants would use in pricing assets or liabilities based on
market data obtained from soutces independent of the Company. The fait value hierarchy is categotized in
three levels based on the inputs as follows.

Level 1 — Valuations based on unadjusted quoted pﬂces in active markets for identical assets or liabilities that
the Company has the abilityto access.

Level 2 — Valuations based on inputs, other than Level 1 prices, such as quoted active matket prices for similar
assets ot liabilities, quoted prices for identical ot similar assets in inactive matkets, and model-derived valuations
in which all significant inputs are obsetvable in active markets.

Level 3 — Valuations based on inputs that are unobservable in the market place and significant to the overall
fait value measurement.

A financial instrument’s categorizations within the valuation hierarchy are based upon the lowest level of inputs
that are significant to the fair value measurement.

The Company assesses the level of the financial insttuments at each measurement date, and transfers between
levels are recorded on the actual date of the event or change in circumstanceés that caused the transfer in
accordance with the Company’s accounting policy regarding the recognition of transfers between levels of the
fair values hierarchy. There were no transfers during the year.

‘The Company’s assets and liabilities recorded at fair value have been categotized upon the fair value hierarchy.
As of June 30, 2019, the Company had no investments or secutities that tequited fair value measurements.



Insight Secutities, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION - CONTINUED

June 30, 2019

Due from Clearing Broker

Due from clearing broker are the net amounts due to the Company, from the cleating broker for dealer
concessions, markups on riskless secutities transactions, miscellaneous fees and other charges. These revenues
and expenses result from customer securities transactions introduced by the Company and cleared by the
clearing broker. Amounts due from the cleating broker are recorded net of any related clearing fees and
liabilities in due from. the clearing broker on the accompanying statement of financial condition in accordance
with Financial Accounting Standards Boatd (FASB) Accounting Standards Codification (ASC) 210, Balance
Sheet Offsetting.

Other Assets

Othet Assets include amounts relating to mutual fund and insurance commission teceivable, receivables from
branches, prepaid insurance, and other prepaid expenses. Amounts receivable are recorded net of any related
fees and liabilities on the accompanying statement of financial condition in accordance with FASB ASC 210,
Balance Sheet Offsetting.

The amounts included in other assets as of July 1, 2018 and June 30, 2019 consist of the following:

July 1, 2018 June 30, 2019

Mutual Fund and Insurance Commission Receivable $13,159 $217,203
Deferred Tax Asset - 266,740
Receivables from Branches 33,715 44,744
Prepaid Insurance 20,903 34,864
Prepaid Other 36,288 78,206

Total Othet Assets $104.065 $641,757

Commitments and Contingencies

The Company is subject to various litigation and arbitration matters. Management with the assistance of legal
counsel evalnates claims on an ongoing basis as information becomes available. In accordance with FASB
(ASC) 450 Loss Contingencies, the Company is required to record a liability in connection with claims where
it is probable a loss will be incutred and whete a reasonable estimate of that loss could be made. For claims
whete a reasonable estimate of loss could not be made due to the uncertainty of the outcome of litigation ot
atbitration, the Company has not tecotded a liability due to its inability to make a reasonable estimate of loss
in accordance with FASB ASC 450.

Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates
and assumptions in determining the reported amounts of assets and liabilities, disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses duting
the reporting period. Actual results could differ from those estimates.



Insight Secutities, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION - CONTINUED
June 30, 2019

Recent Accounting Pronouncements

The FASB issued the Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customets
(Topic 606) and subsequent updates No. 2015-14, 2016-08, 2016-10, 2016-12, 2016-20, 2017-13, 2017-14
(“ASC Topic 606”). ASC Topic 606 supersedes revenue tecognition requirements in Topic 605, Revenue
Recognition, and other specific revenue guidance and becomes effective for annual reporting petiods beginning
after December 15, 2017.

The Company has evaluated ASC Topic 606 and has identified its tevenues that are within the scope of ASC
Toplc 606 using the modified retrospective method, which had no impact on the Company’s opening tetained
earnings. The Company adopted this guidance effective as of July 1, 2018.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes the leasing guidance
in ASC 840, Leases. Under ASU 2016-02 lessees are required to recognize the lease assets and lease liabilities
for all leases with terms longer than 12 months. Leases will be classified as eithet finance or operating, with
classification determining the pattern of expense recognition in the statement of income. This guidance is
effective for fiscal petiods beginning after December 15,2019, and intetim petiods within fiscal yeats beglnmng
after December 15, 2020. It requites a modified retrospective approach to adoption for leases that exist ot are
enteted into after the beginning of the eatliest comparative period in the financial statements. The Company
has adopted this guidance effective July 1, 2019. The Company has determined that there will be no material
impact as a result of adopting ASU 2016- 02 since the entity does not hold any leases as defined in the ASU,
nor does it expect any significant financial statement impact in subsequent petiods.

Rights and Preferences of Equity Classes

The Company’s Stockholder’s Equity contains shates of Class A and Class B stock. The only diffetence
between the two classes of stock is the voting tights. Class A is voting, and Class B is non-voting. All
outstanding stock is wholly owned by the Parent Company.

Foreign Carrency Transactions

The Company’s functional cutrency is the U.S, dollar; howevet, it transacts business in cuttencies other than

the U.S. dollar. Assets and liabilities denominated in cutrencies other than the U.S. dollar ate translated into
U.S. dollars at the rates in effect at the date of the statement of financial condition.

NOTE C - NET CAPITAL REQUIREMENTS

As a broker/dealer, the Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires
the maintenance of minimum net capital and the ratio of aggregate indebtedness to net capital, both as defined,
shall not exceed 15 to 1. As of June 30, 2019, the net capital ratio was 6.41 to 1 and net capital was $412,914,
which was $236,474 in excess of its required net capital of $176,440. Net capital and the related net capital
ratio may fluctuate on a day-to-day basis. The rule also provides that equity capital may not be withdrawn if
the resulting net capital ratio would exceed 10 to 1.




Insight Securities, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION - CONTINUED
June 30, 2019

NOTE D ~- DUE FROM CLEARING BROKER

The amounts due from cleating broker as of June 30, 2019 consist of the following;

- Agency and principal conmissions $89,196
Other 6,302
Total $95.498

NOTE E - ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable, brokerage accrued commissions and accrued expenses consist of the following at June 30,
2019:

Acctued commissions $2,119,517
Due to clearing broker ~ other fees 11,511
Due for seminar 64,202
Reserve for legal 88,524
Othet 362,842
Total $2.646,596
NOTEF - INCOME TAXES

The Company is inchuded in the consolidated income tax returns filed by the Parent Company. For financial
reporting purposes, the provisions for federal and state income taxes are calculated on 2 sepatate-company
basis.

Income taxes are computed using an asset and liability apptroach that requites the recognition of deferred tax
assets and liabilities for the expected future tax consequences of events that have been recognized in the
Company’s financial statement or tax returns. The Company did not accrue any valuation allowance as of June
30, 2019. Both federal and state taxes are included in the deferred tax computation, As of June 30, 2019, the
Company had a defetted tax asset of $24,786, which is presented in other assets on the statement of financial
condition.

Deferted tax asset components as of June 30,2019:
Accrued legal reserve $24,786
Components of tax expense: -

Cuttrent tax benefit: $24,.786



Insight Securities, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION - CONTINUED

June 30, 2019

The differences between the income tax expense computed at the statutory income tax rate and the Company’s
income tax expense at June 30, 2019, wete not significant. A tax position is recognized as a benefit only if it is
more likely than not that the tax position would be sustained in a tax examination, with a tax examination being
presumed to occut. The amount tecognized is the largest amount of tax benefit that has a greater than 50%
likelihood of being realized on examination. The Company applied this accounting policy to their 2016, 2017
and 2018 tax positions, all open tax years. As of June 30, 2019, the Company had no material unrecognized
- federal or, state tax benefits. There have been no matetial changes in unrecognized tax benefits duting the
current year. The Company did not have any material amounts accrued for interest and penalties at June 30,
2019. Interest or penalties on income taxes, if incurred, are recognized on the statement of operations

NOTE G - RELATED-PARTY TRANSACTIONS

The Company leases office furniture and equipment on a month-to-month basis from an affiliate related
through common ownership.

In addition, the Company-leases building space from its Patent Company. This lease is subject to a services
agreement between the Company and its Parent Company.

The Company also files taxes as a consolidated company under its Patent Company. As such, the Company
pays certain income taxes to the Parent Company, who then in turn remits to the respective tax authotity

On April 5, 2019, the Patent Company made a capital withdrawal of $200,000 from the Company.

NOTE H - COMMITMENTS, CONTINGENCIES AND GUARANTEES
Clearing Agreement

In conjunction with the Company’s agreement with its cleating broker, the Company has agreed to (1)
indemnify and hold the clearing broker harmless against any loss, liability, damage, claim, cost or expense; and
(2) maintain a balance with the broker of cash and/or securities of not less than $200,000. Accordingly, the
Company is subject to credit risk if the cleating broker is unable to repay the balance on their accounts.

Financial Instruments with Off-balance Sheet Risk

This agreement provides the clearing broker with a lien on all cash and cash equivalents, secutities and
receivables held by the cleating broker. These liens secute the liabilities and obligations of the Company to
the clearing brokers.

In the normal course of business, the Company executes, both as agent and ptincipal, transactions on behalf
of its customers. Pursuant to the clearing agreement, the clearing broker acts as the principal in agency
transactions. If the agency transactions do not settle due to failute to perform by either the customer ot the
counterparty, the Company may be obligated to discharge the obligation of the non-performing party and, as a
tesult, may incur a loss if the market value of the securities differs from the contract amount. The Company’s
risk is normally limited to differences in matket values of the securities from their contract amounts,



Insight Securities, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION - CONTINUED

June 30, 2019

The Company does not anticipate non-performance by customers or counterparties. The Company’s policy is
to monitor its market exposure and counterparty tisk. In addition, the Company has a policy of reviewing, as
considered necessaty, the credit standing of each counterparty and customer with which it conducts business.

From time to time, the Company may sell securities short, which involves an obligation to purchase such
securities at a future date. The Company’s risk of loss is normally limited to increases in fair values of uncovered
positions.

Litigation and Arbitration

In the notmal coutse of business, the Company is subject to vatious litigation and arbitration matters. These
matters are vigorously defended, and management believes numerous meritorious defenses exist. The
Company has six pending litigation matters due to the Company’s former association with two outside firms,
and one pending litigation matter involving a former employee. The Company has insurance for up to
$1,000,000 per claim to protect itself against matters of this nature. Management does not believe the eventual
outcome of any pending litigation in the aggtregate will have an additional material advetse effect on the
Company’s financial statements.

Management with the assistance of legal counsel, evaluates the claims on an ongoing basis as information
becomes available. Because the available information may change and affect the legal costs, the Company’s
policy is to expense the legal costs as incurred.

As of June 30, 2019, the Company recorded a loss contingency of $88,524 in accrued expenses for costs
associated with the defense of these client claims., Legal counsel has recently made management aware of a
new pending litigation matter (number six above). As this pending litigation happened just before the issuance
of these financial statements, Management cannot estimate this event’s financial effect at the present time.

NOTE I - SUBSEQUENT EVENTS

The Company is currently under negotiation to sell a portion of its business. This portion would include
branches, associated representatives, and customers as mentioned in Note A. The negotiation for the sale
involves a two part agreement, and the first part is pending. Upon acceptance of part 1, the purchase agteement
will become effective within 31 days after approval by FINRA. This sale is expected to occur within the
forthcoming fiscal year. Management cannot estimate this event’s financial effect at the present time.

As of September 4, 2019, the Company’s President and CEO resigned effective immediately. Two other.
officers of the Company have been promoted as replacements for the respective positions.

Company management has determined that no additional matetial events ot ttansactions occurred subsequent
to June 30, 2019, and through October 23, 2019, the date Company’s financial statements were issued.
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