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OATH OR, AFFIRMATION

1, HILARY BERGMAN » swear (or affirm) that 10 ‘the best of

my knowledge and belief the agcomipatying ﬁnanctal statément and supporting schedules-pertaining to the firm of
FIRST'LIBERTIES FINANGIAL, INC. D/B/A FIRST LIBERTIES FINANCIAL #'8S

of JUNE 30 : L _ ,2019  are true and correct. I further swear (or-affirm) that
neither the company nor airy partaer; proprietor, principal officer or director has any proprietary-interest in any account
classified solely. 4§ that of a customer, except:as follows:

SUNDEEPPATE_L PR'
.=;5 "My Notary 1D # 124722458 |
u\ & ExplresOctoberzz,zms .'

g !

Notary Pyblic

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

(8) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss)

{(d) ‘Statement of Changes in Financial Condition.

(¢) Statement of Changes in:Stockholders® Equity or Partners® or.Sole Proprietors’ Capital.

~(f) Statement of Changes in Liabilities Subordinated to Cidims of Creditors.

(g) Computation: of Net Capital.

(!1) Computanon for Determmatmn of Reserve Reqmrements Pursuant to Rule 15c3-3

(i) A Reconc:l:atxon, including appropnate exp!anatwn of the. Computatxon of Net Capltal Under Rule ¥5¢3-1 and the
‘Computation for Determination of thé Reserve Requirements Under Exhibit Aof Riile 15¢3-3.

" (k). A Reconciliation bétween.the audxted and-unaudited Statements of Financial Condition with:respect to. methods of
cousolidation,

- () An Oath or Affirifiatios.

. (in) & copy of the SIPC Supplemental Report.

- (0) Arepoitdeseribinganymaterial inadequacies found to.exist or.found to have existed'siice the date of the previous audit.

L'.TU El O DE EI.EI (] DDD EE

**For conditions of confidential ireatment of certain portions of this filivig, see section 240,§7a-5(e)(3).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Directors and Equity Owner of First Liberties Securities, Inc. D/B/A First Liberties Financial:

Opinion on the Financial Statement

We have audited the accompanying statemient of financial condition of First Liberties Securities, Inc. D/B/A First
Liberties Financial (the “Company™) as of June 30,2019, 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 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 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 plah 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, 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.

!

Alvarez & Associiit‘es, Inc.

We have served as the-Company’s auditor since 2019,
Northridge, California '
August 27, 2019

9221 Corbin Avenue Suite 165
@ 818-451-4661 Northridge, California 91324
) www.AAICPAs.com &




FIRST LIBERTIES SECURITIES, INC.
D/B/A FIRST LIBERTIES FINANCIAL
STATEMENT OF FINANCIAL CONDITION

JUNE 30,2019 .

ASSETS , ,
Cash 8 117,673
Accounts receivable : 604,226
Due from broker ‘ 397,812
Investment in securities at fair value : 52,161
Prepaid expenses ‘ - 37,231
Due from related parties » : 83,862
Other assets : 5,104

TOTAL ASSETS | S 1298069

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES: ,

Accounts payable and accrued expenses , $ 573,179
Securities sold, not yet purchased 174,720
Deferred revenues 33,346
‘Due to Parent ; ‘ ' 1,927
TOTAL LIABILITIES 783,172

COMMITMENTS AND CONTINGENCIES

STOCKHOLDER'S EQUITY - ‘

Common stock; $0 par value, 200 shares authorized, issued and outstanding 10,000

Additional paid-in capital : 420473

Retained earnings 84424
TOTAL STOCKHOLDER'S EQUITY 514,897
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 1,208,069

See accompanying notes to financial statement
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FIRST LIBERTIES SECURITIES, INC.

D/B/A FIRST LIBERTIES FINANCIAL

NOTES TO FINANCIAL STATEMENT
JUNE 30, 2019

NOTE 1 - ORGANIZATION AND NATURE OF BUSINESS:

First Liberties Securities, Inc, (D/B/A First Liberties Financial) (the "Company") was incorporated in the state of New York in
October 1983. The Company is a wholly owned subsidiary of Pelion Financial Group, Inc. (the "Parent"), which acquired it on
March 10, 2010, The Company is a registered broker-dealer with the Securities and Exchange Commission ("SEC") and Is a
member of both the Financial Industry Regulatory Authority, Inc. ("FINRA") and the Securities Investors Protection
Corporation ("SIPC") since February 14, 1984, The Company is also a member of the Municipal Securities Rulemaking Board
(*"MSRB").

The Company is authorized to engage in transactions in listed and over-the counter corporate equities securities, corporate
debt securities, mutual funds, government securities, municipal securities, variable life insurance, annuities, tax shelters or
limited partnerships in primary distributions, interests in mortgages or other receivables and options. The Company introduces
its customer accounts to a carrying broker on a fully-disclosed basis. The Company is also authorized to act as a placement
agent for securities offerings, an underwriter or selling group participant for corporate securities (other than mutual funds),
and to perform investment advisory services,

NOTE 2~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis of accounting in accordance with accounting
principles generally accepted in the United States of America ("GAAP").

Use of Estimates

The preparation of financial statements and related disclosures in conformity with GAAP requires management to make
estimates-and assumptions that affect the reported amounts of assets and liabilities, and the disclosure of contingent assets and
[iabilities at the date of the financial statements, and the reported amounts of income and expenses during the reporting period.
Accordingly, actual results could differ from those estimates and such differences could be material.

Accounts Receivable v

The Company carries its accounts receivable at cost less an allowance for doubtful accounts. On a periodic basis, the
Company evaluates its accounts receivable and establishes an allowance for doubtful accounts based on history of past write-
offs and collections and current credit conditions. No allowance for doubtful accounts was required at June 30, 2019,

Revenue Recognition

Effective July 1, 2018, the Company adopted the new revenue recognition standard established by the Financial Accounting
Standards Board ("FASB"): ASC Topic 606, Revenue from Contracts with Customers ("ASC Topic 606"). The new revenue
recognition guidance requires that an entity recognize revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. The guidance requires an entity to follow a five step model to (a) identify the contract(s) with a customer, (b) identify
the performance obligations in the contract, (c) determine the transaction price, (d) allocate the transaction price to the
performance obligations in the contract, and (e) recognize revenue when (or as) the entity satisfies a performance obligation.
In determining the transaction price, an entity may include variable consideration only to the extent that it is probable that a
significant reversal in the amount of cumulative revenue recognized would not occur when the uncertainty associated with the
variable consideration is resolved. The Company applied the modified retrospective method of adoption which resulted in no
adjustment as of July 1, 2018. The new revenue recognition guidance does not apply to revenue associated with financial
instruments, interest income and expense, leasing and insurance contracts.
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FIRST LIBERTIES SECURITIES, INC.,

D/B/A FIRST LIBERTIES FINANCIAL .

NOTES TO FINANCIAL STATEMENT
~ JUNE 30,2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED): ‘

- Revenue Recognitionv (Continued)

Significant Judgement
Signifcant judgement is required to detemune whether performance obltgatnons are sausﬁed at a point in time or over time;
~ how to allocate transaction prices where multiple performance obligations are identified; when to recognize revenue based on
‘the appropriate measure of the Company's progress under the contract; and whether constraints on vanable consideration
should be apphed due to uncertain fufure events. ‘

(
Iavestmem banking and advuoryfees : ‘ :
The Company engages in investment bankmg and advisory services for business entities, One manner in which fees can be
earned is from the performance of ongoing advisory and consulting services, The other way the Company can eam fees is
upon the success of an investment banking deal.Payments for ongoing advisory and consulting services are payable in
accordance with the terms of their contract uader normal trade terms. Success fees are recognized and payable on the closing |
date (the date on which the buyer purchases the securities from the seller) for the portion the Company is contracted to eatn in
accordance with its agreements, The Company believes that the closing date is the appropriate point in time to recognize
. success fees for mergers and acquisitions transactions, as there are no significant actions which the Company needs to. take
subsequent to this date,

Revenue from sale of insurance based products

Revenue from sale of insurance based products consists of ongoing trailer fees that are racogmzed when eamed based on the
terms of their respective agreements. FLF receives ongoing fees from having placed investors in a variable annuity and them
maintaining the funds. Since the only performance obligation is the successful placemem of funds, these trailer fees. are
earned over the lifetime of the mvestment as long as the mvestment is in the fund,

Propn‘e(ary tradmg : -
Trading gains and losses, unrealized gdins ¢ ﬁnd losse,s, commissions, and related clearing expenses are recorded on a trade date'
basis and gross basis,

IPO fees :
IPO fees are one time fees, earned when the offeﬂng is completcd and the income is reasonably determinable and collecuble

Mutual fund revenue
The Compamy receives ongoing fees from having placed investors in a Mutual Fund and them maintaining the funds. Since
the only performance obligation is the successful placement of funds, these ongoing fees are earned over the lifetime of the
- investment as long as the investment is in the fund. ' ' :

Hedge fund revenue ‘ '

The Company receives trailer fees from having placed investors at hedge. funds and them mamtammg the funds. Since the
only performance obligation is-the successful placemient of funds, these trailer fees are earned over the lifetime of the
investment as long as the investment is in the fund. Performance fees are only paid and earned at the end of a year if the fund
performs at the levels that are necessary to require pecformance fees.



FIRST LIBERTIES SECURITIES, INC.
.‘ , . D/B/A FIRST LIBERTIES FINANCIAL
/ ' NOTES TO FINANCIAL STATEMENT
' B JUNE30, 2019

. NOTE 2~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) ‘

Revenue Recognition Continued
' Other income and Administrative fees from Represemauves

“Other- income mcludes administrative fees from registered representauves of the Company The Company charges its reps
back for certain expenses -(regulatory fees, insurance) as ‘they ‘are incurred by the Company. They also charge an
administrative fec as work is performed by management in their HR capacity. /The remainder of other income includes interest
income.

;o

Dlsaggregatwn of. Revenue :
All of the Company s revenues for the year ended June 30, 2019 are dlsaggregaled on the statcment of i income.

Recei vables and Contract Balances :
Receivables arise when the ‘Company has an unconditional right to receive payment under a contract wuh a customer and are
derecognized when the cash is received. There are no receivable balances as of June 30, 2019. ‘

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 custotner (i.e., unbilled receivable) and are derecognized when either it becomes a
receivable or the cash is received, Contract assets are reported in the statement of financial condition. As of July 1, 2018 and
- -as of June 30, 2019, contract asset balances were $0. ‘ - A

" Contract liabilities arise when customers remit contractual cash paymems in advance of the Company satisfying its
performance obligations under the coritract and are den:cogmzed when the revenue associated with the contract is recognized
when the performance obllgauon is satisfied. As of July I, 2018 and as of June 30, 2019, there were no contract liabilities.

There were no adjustments deemed necessary to opening Retained e_ammgs as of July I, 2018 related to the rulé change.

. Income Taxes

- ... The operations of thc' Company are mcluded in the consolxdated federal i income tax return filed by the Parent, on a calendar'

year basis. Federal income taxes are calculated as if the Company filed on a separate basis and the amount of cunent tax

".and/or benefit caleulated is either remiitted to\ or received from the Parent. The- Company dccounts for income' laxes in-
accordance with FASB ASC 740 "Income Taxes." Federal and state incofe taxes are calculated and recorded on the cuirrent
_ period's activity in accordance with the tax laws and regulations that are in effect. Deferred tax expenses and - ‘benefits are.
recognized based on the differences betwéen the financial statement carrying amounts and the tax bases of assets and

lmbzlxues. using enacted tax rates in effect m the years the differences are expected to reverse.

"’l‘he Company accounts for uncertamues in incorne w.xes under the provisions of FASB ASC 740 10-05 "Accounhng for
Uncertainty in Income Taxes" ("ASC"). The ASC clarifies the accounting for uncertamly in income taxes recognized in an

enterprise’s financial statements. The ASC prescribes a recogmnon threshold and measurement attitude for the financial

statement recogmuon and measurement of as tax posmon taken .or cxpected to be taken in a tax return. The ASC provxdes
guidance on de-recognmon, classxficatnon, interest and penaltxes. accounting in interim periods, disclosure and transition.

~



FIRST LIBERTIES SECURITIES, INC,

D/B/A FIRST LIBERTIES FINANCIAL

NOTES TO FINANCIAL STATEMENT
JUNE 30, 2019

NOTE 3 - NET CAPITAL REQUIREMENTS:

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance of minimum net
capital, and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. Rule
-15¢3-1 also provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would
exceed 10 to 1. At June 30, 2019, the Company had net capital of $267,105 which was $167,105 in excess of its requ:red net
*capital of $100,000. The Company's ratio of aggregate indebtedness to net capital was 2.28 to 1.

NOTE 4 — CONCENTRATION OF CREDIT RISK:

Cash

The Company maintains principally all cash balances in one financial institution which, at times, may exceed the amount
insured by the Federal Deposit Insurance Corporation. The exposure to the Company is solely dependent upon daily bank
balances and the strength of the financial institution. The Company has not incurred any losses on this account, At June 30,
2019, the amount in excess of insured limits was $0,

Revenues
During the year ended June 30, 2019, approxlmately 37% of the Company's revenue was from two customers,.

'NOTE 5 - FAIR VALUE MEASUREMENT:

In accordance with FASB accounting standards for investments' fair value measurement and disclosure, the Company
discloses the fair value of its investments in a hierarchy that prioritizes the inputs to valuation techniques used to measure the
fair value. The hierarchy gives the highest priority to valuations based upon unadjusted quoted prices in active markets for
identical assets or liabilities (Level 1 measurement) and the lowest priority to valuations based upon unobservable inputs that
are significant to the valuation (Level 3 measurements). This guidance provides three levels of the fair value hierarchy as
follows: :

Level 1 - Inputs that reflect unadjusted quoted prices in active markets for identical assets or liabilities that the
Company has the ability to access at the measurement date;

Level 2 - Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly, at the
measurement date, including inputs in markets that are not considered to be active;

Level 3 - Prices or valuations that require inputs that are both significant to the fair value measurement and unobservable.




FIRST LIBERTIES SECURITIES, INC.

D/B/A FIRST LIBERTIES FINANCIAL

NOTES TO FINANCIAL STATEMENT
JUNE 30, 2019

NOTE 5 - FAIR VALUE MEASUREMENT (CONTINUED):

A financial instrument's fevel within the fair value hierarchy is based upon the lowest level of any input that is significant to
the fair value measurement. However, the determination of what constitutes “observable" requires significant judgment by the
Company. The Company considers observable data to be market data which is readily available, regularly distributed or
updated, reliable and verifiable, not proprietary, and provided by independent sources that are actively involved in the relevant
market, The following is a summary of the financial assets measured at fair value as of June 30, 2019:

Description of Securities Owned Levell Level 2 Level 3 Total
Assets , ;
Securities Owned $ 21847 $ - $ - $ 27,847
Warrants 23,588 - 726 24,314
Total $ 51435 § - 3 726 § 52,161
Liabilitics
Certificate of Deposit $ 174,720 § - $ - § 174,720
Total 3 174,720 $ - § - 8 174,720

There were no transfers between level measurements during the year ended June 30, 2019.

There were no other financial assets or liabilities measured at fair value under ASC 820 as of June 30, 2019.

NOTE 6 - RELATED PARTY TRANSACTIONS:

At June 30, 2019, the Parent owed the Company $48,834, related to expenses paid on its behalf. In addition, the Company has
a payable to the Parent of $1,927 as of June 30, 2019. The New York office lease is under Parents’s name, however, the rent
is allocated 100% to the Company and is paid directly to the lessor by the Company. There are no expenses allocated from the
parent to the broker dealer, The Company pays certain expenses on behaif of the parent company such as legal and taxes as
they arise and as needed which resulted in the intercompany balance. At June 30, 2019, the Company paid $48,900 for-
occupancy. Registered representatives of the firm were charged $130,187 for administrative fees and reimbursement of
expenses, which have been paid in full to the Company.
i

NOTE 7 - INCOME TAXES:

As discussed in note 2, the Company is a wholly-owned subsidiary of the Parent, and is included in the consolidated income
tax retuens filed by its parent. In the event of an income (ax liability, a portion of the consolidated income tax liability would
be allocated to the Company as if the Company had filed separate income tax returns. The Parent has incurred consolidated
taxable losses, no income taxes have been allocated to the Company by the Parent. As such, no provision for federal, state and
local income taxes have been reflected in the accompanying financial statements,



FIRST LIBERTIES SECURITIES, INC,

D/B/A FIRST LIBERTIES FINANCIAL

NOTES TO FINANCIAL STATEMENT
JUNE 30, 2019

NOTE 8 - RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS: _ : ~,

The Financial Accounting Standards Board (the “FASB™) has established the Accounting Standards Codification
(“Codification” or “ASC™) as the authoritative source of GAAP recognized by the FASB. The principles embodied in the
Codification are to be applied by nongovernmental entities in the preparation of financial statements in accordance with
GAAP in the United States. New accounting pronouncements are incorporated into the ASC through the issuance of
Accounting Standards Updates (“ASUs").

In February 2016, the FASB issued ASU No. 2016-02, Leases ("ASU 2016-02"). This update requires all leases with a term
greater than 12 months to be recognized on the balance sheet through a right of use asset and a lease liability and the
disclosure of key information pertaining to leasing arrangements. This new guidance is effective for years beginning after
December 15, 2018, with early adoption permitted. The Company is evaluating the effect that ASU 2016-02 will have on its
financial statements with related disclosures. The Company believes the impact of the ASU is minimal,

NOTE 9 - COMMITMENTS AND CONTINGENCIES:

Commitment

In addition to the New York City office space, the Company Ieases office space in Kansas. The latest lease amendment
expired on July 31, 2019, The Company signed a new lease agreement commencing August I, 2019 and expiring January 31,
2020. Rent expense, including sundry services charges, for the year ended June 30, 2019 amounted to $56,613.

Contingencies
As of the date of this report, FINRA has open files refating to activities of the Company. Management does not know what

action, if any, FINRA, will take with respect to these inquiries. No effect of any such action has been reflected in the financial

. Statements.

NOTE 10 - DUE FROM BROKER:

Pursuant to clearance agreements, the Company introduces - all of its securities transactions to its clearing broker on a fully-
disclosed basis. All of the customers’ money balances and long and short security positions are carrtied on the books of the
clearing brokers. In accordance with the clearance agreement, the Company has agreed to indemnify the clearing broker for
losses, if any, which the clearing brokers may sustain from carrying securities transactions introduced by the Company. In
accordance with industry practice and regulatory requirements, the Company and the clearing broker monitar collateral on the
customers® accounts. '

Due from broker represents amounts due from a clearing broker, which included clearing deposits of $82,552 at June 30,
2019. '



FIRST LIBERTIES SECURITIES, INC.

D/B/A FIRST LIBERTIES FINANCIAL

NOTES TO FINANCIAL STATEMENT
JUNE 30, 2019 '

NOTE 11 - GUARANTEES.

. FASB ASC 460 Guarantees, requues the Company to disclose information about its obligations under certain guarantee e

_an-angemcnts FASB ASC 460.defines guarantees as contracts and indemnification agreements that contingently require a
guarantor to make payments ta the guaranteed party based on changes in an underlying factor (such as an interest or foreign:
exchange rate, security or commeodity price, an index or the occurrence or nonoccurrence of a specified event) related to an
asset, liability or equity security of a guaranteed party. This guldance also defines guarantees as contracts that contingently
require the guarantor to ruake payments to the guaranteed party based on another entity’s failure to perform under an
agreement as well as indirect guarantees of mdebtedness of others The Company has issued no guarentees at June 30, 2019,
or dunng the year then ended.

NOTE 12 - SUBSEQUENT EVENTS:

The company has evaluated events and transactions that occurred through the date which financial statements were. available
-to be issued, for possible’ disclcsure and recognition in the financial statements, :
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