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OATH OR AFFIRMATION

I, Cameron Frazier, swear (or affirm) that, to the best of my knowledge and belief, the accompanying
financial statements and supporting schedules pertaining to the firm of Phillip Capital 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 sified solely as that
of a customer. )

Signature

(e -CF2

Title

ONEREREE ROODOORK

KO OOR

Notary Pu’Shc ) Marguerite Mary Crane
: Notary Public State of Hlinois

2 My Commission Expires 04/10/2021 £
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his report* contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition. .

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e)- Statement of Changes in Stockholder's Equity.

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

- (g9) Computation of Net Capital for Brokers and Dealers pursuant to Rule 15¢3-1 of the Securities

and Exchange Commission and Regulation 1.17 of the Commodity Exchange Act.

(h) Computation for Determination of Resérve Requirements Under Rule 15¢3-3.

(iy Computation for Determination of PAB Reserve Requirements Under Rule 15¢3-3. .

(i) Reconciliation of Statement of Financial Condition to Segregated Statement (U.S. Exchanges)

(k) Segregation Requirement and Funds in Segregation

(1) Segregation Requirement and Funds in Segregation — Customer’s Dealer Optlons

(m) Secured Requirement and Funds Held in Separate Accounts

(n) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

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

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

(a) An Oath or Affirmation.

(r) A copy of the SIPC Supplemental Report. (fi Ied under separate cover)

(s) A report describing any material madequacnes found to exist or found to have existed since the
date of the previous audit.

(t) Independent Auditors’ Report on Internal Control '

(u) A copy of the Annual Report on Compliance and Internal Control over Compliance Pursuant to
SEC Rule 17a5(d)(3).
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*For conditions of confidential treatment of certain portions of this filing, see section 240. 17a-5(e)(3)
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) RYAN & JURASKA LIP
. Certifled Public Accountants
. . ) ) 141 West ]ackson.Boulevard

Chicago, lllinois 60604

Tel: 312.922.0062
Fax: 312.922.0672

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholder
of Phillip Capital Inc.

Opinion on the Financial Statement
We have audited the accompanying statement of financial condition of Phillip Capital Inc. (the "Company") as of

- June 30, 2019 that you are filing pursuant to Rule 17a-5 under the Securities and Exchange Act of 1934 and

Regulation 1.10 under the Commodity Exchange Act (“CEAct”), and the related notes and supplementary
schedules (collectively referred to as the financial statement). In our opinion, the financial statement presents
fairly, in all material respects, the financial position of Phillip Capital inc. 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 Phillip Capital Inc.’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 Phillip Capital Inc. in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission, the Commaodity Futures Trading
Commission (“CFTC”"), and the PCAOB. We have served as Phillip Capital Inc.’s auditor since 2011.

" We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we pian

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 inciuded 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.

Supplemental Information

The Supplementary Schedules (the "supplemental information") have been subjected to audit procedures
performed in conjunction with the audit of Phillip Capital Inc.’s financial statement. The supplemental information
is the responsibility of Phillip Capital Inc.’s management. Our audit procedures included determining whether the
supplemental information reconciles to the financial statement or the underlying accounting and other records, as
applicable, and performing procedures to test the completeness and accuracy of the information presented in the
supplemental information. In forming our opinion on the supplemental information, we evaluated whether the
supplemental information, including its form and content, is presented in conformity with 17 C.F.R. §240.17a-5
and pursuant to Regulation 1.10 under the CEAct. in our opinion, the Supplementary Schedules are fairly stated,
in all material respects, in relation to the financial statement as a whole.

mel ;mm LLP

Chicago, lllinois
August 26, 2019



Phillip Capital Inc.
* Statement 6f Financial Condition

June 30, 2019

Assets

Cash

Cash segregated under federal and other regulations
.. Deposits with clearing organizations

Receivables from clearing organizations

Securities purchased

Stock in clearing organization, at cost (fair value $1 358,711)

Customer debits
-Exchange memberships, at cost (fair value $1,916,100)
Furniture and equipment, at cost
(net of accumulated depreciation of $293,158)
Receivables from futures commission merchants
Other assets

. Total assets

Liabiliti_es and Stockholder's Equity

Liabilities:
Payable to customers
Payable to noncustomers
Accounts payable and accrued expenses
Payable to brokers and dealers
Payables to affiliates
Payable to clearing organizations
Loans payable

Total liabilities -

Stockholder's Equity

Common stock, $.01 par value; 1,000 shares authorized,
1,000 shares issued and outstanding

Paid-in Capital
Retained deficit

Total stockholder's equity

The accompanying notes are an integral part of the financial statement.

2

$

2,268,529
40,481,854
272,316,701
3,356,122
84

440,515
888,925
3,685,500

402,207
4,410,683
1,194,031

329,445,151

273,926,089
4,935
4,606,586
5,793
14,000
2,155,906
7,013,356

287,726,665

10
49,999,990
(8,281,514)

41,718,486

329,445,151




Phillip Capital inc.

Notes to Financial Statement

June 30, 2019

1. Organization and Business

Phillip Capital Inc. (“the Company”) was incorporated in the State of Delaware in April 2010.
The Company is a registered futures commission merchant (‘FCM”) with the Commaodity
Futures Trading Commission (“CFTC”) and is a member of the National Futures
Association. The Company is a clearing member of the Chicago Mercantile Exchange, the
Chicago Board of Trade, the New York Mercantile Exchange, the Commodity Exchange
Inc., the Options Clearing Corporation, the CBOE Futures Exchange, the Dubai Mercantile
Exchange, the NASDAQ Futures Exchange, ICE Europe, and the Intercontinental
Exchange. The Company is engaged in the business of executing and clearing orders for
the purchase and sale of commodity futures contracts, options on commodity futures
contracts, and cash commodities.

The Company is approved as a registered broker-dealer firm with the Financial Industry
Regulatory Authority (“FINRA”) and the Securities and Exchange Commission (the “SEC”).
The Company is engaged in the business of executing and clearing orders for the purchase
and sale of equity securities, and equity options. :

The Company is a wholly owned subsidiary of Phillip Capital (USA) Pte Ltd. (the “Parent”), a
private limited company based in Singapore.

2. Summary of Significant Accounting Policies

Revenhue Recognition

Futures and futures options transactions and the related commission revenue and

expenses are recorded on trade date. Customer securities transactions are reported on a

settlement date basis with related commission income and expenses reported on a trade
" date basis.

The Company recognized revenue in accordance with the Financial Accounting Standards
Board Accounting Standards Codification (“FASB ASC”) Topic 606, Revenue from
Contracts with Customers, effective July 1, 2018. There were no material changes in
- revenue recognition policies and no material impact on the Company’s financial statements
as a result of the new standard.



Phillip Capital Inc.
Notes to Financial Statement

June 30, 2019

2. Summary of Significant Accounting Policies, continued

Leases

In February 2016 the Financial Accounting Standards Board (“FASB”) issued Accounting
Standard Update (“ASU”) 2016-02 and ASC Topic 842, Leases. ASC Topic 842 will
supersede the guidance in ASC Topic 840, Leases. Under ASC Topic 842, for lease
arrangements exceeding a 12 month term, a lessee will be required to recognize in the
statement of financial condition a liability to make lease payments (the lease liability) and a
right-of-use asset representing its right to use the underlying asset for the lease term. ASC
Topic 842 will retain a distinction between finance and operating leases; however, the
principal difference from the previous guidance is that lease assets and liabilities arising
from operating leases will be recognized in the statement of financial condition.

The recognition, measurement and presentation of expenses and cash flows arising from a
lease by a lessee will not significantly change from current GAAP. The accounting applied
by a lessor will be largely unchanged from that applied under current. GAAP. ASC Topic
842 is effective for fiscal years beginning after December 15, 2018, including interim periods
within those fiscal years, and will require an entity to recognize and measure leases at the
beginning of the earliest period presented using a modified retrospective approach.
Therefore, ASC Topic 842 will be effective for the Company’s fiscal year beginning July 1,
2019. The Company has determined that ASC Topic 842 will not have a material impact on
the Company’s statement of financial condition.

Depreciation
Depreciation of furniture and equipment is computed using straight line methods for

financial reporting purposes.

Income Taxes ‘

Deferred income taxes are recorded to reflect the future tax- consequences of difference
between the. carrying value of assets and liabilities for income tax and financial reporting
purposes, and for the benefits of tax credit and loss carryforwards. The amounts of any
future tax benefits are reduced by a valuation allowance to the extent such benefits are not
expected to be fully realized.

The Company has adopted FASB ASC topic 740, which provides guidance regarding how
uncertain income tax positions should be recognized, measured, presented, and disclosed
in the financial statements. FASB ASC 740 prescribes a recognition threshold and
measurement attribute for the financial statement recognition and measurement of a tax
position taken or expected to be taken in a tax return. FASB ASC 740 also provides
guidance on de-recognition of tax benefits, classification on the balance sheet, interest and
penalties, accounting in interim periods, disclosure, and transition.



Phillip Capital Inc.
Notes to Financial Statement

June 30, 2019

2. Summary of Significant Accounting Policies, continued

Income Taxes, continued

The  Company continues to evaluate uncertain tax positions, if any, and income tax
contingencies under FASB ASC topic 450 Accounting for Contingencies. FASB ASC 450
requires the Company to accrue for losses it believes are probable and can be reasonably
estimated. Management believes the impact of FASB ASC 740 on its financial position and
results of operations has had no material impact on its financial statement. '

Deferred income taxes are recorded to reflect the future tax consequences of difference On
December 22, 2017, the President signed into law tax reform legislation effective for tax
years ending after December 31, 2017 (“the Act”). The Act replaces the prior corporate tax
rate structure with a flat 21% rate, effective in 2018. There were many other future impacts
of the tax reform such as the repeal of the corporate alternative minimum tax rate, tax loss
carryback and carryforward limitations, etc. However, the only impact reflected in these
financial statements is the revaluation of the deferred tax asset and related allowance
based on the reduced federal corporate tax rate.

Exchange Memberships
Exchange memberships are held for operating purposes and are carried at cost.

Securities and Derivatives Valuation
Securities and Derivatives are recorded at fair value in accordance with FASB ASC 820,
Fair Value Measurements and Disclosure (see note 10).

Translation of Foreign Currencies
Assets and liabilities denominated in foreign currencies are translated throughout the year
and at year-end rates of exchange.

Marketable Securities :

Marketable securities, consisting primarily of U.S. government securities, are held as
collateral for receivables from customers and as margin. The Company may deposit the
securities as margin with exchange clearing organizations. Customer-owned securities and
options are not reflected in the statement of financial condition.

Use of Estimates ;
The preparation of this financial statement in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect
the amounts reported in this financial statement and the accompanying notes.
Management determines that the estimates utilized in preparing its financial statement are
reasonable and prudent. Actual results could differ from these estimates.




Phillip Capital Inc. -
Notes to Financial Statement

June 30, 2019

3. Segregated and Secured Assets

At June 30, 2019, assets segregated or held in separate accounts under Federal
regulations included in the statement of financial condition are as follows:

Segregated for customers trading on U.S. futures exchanges:

Cash . $ - 31,967,531
Deposits with clearing organizations 240,596,695
Receivables from futures commission merchants 366,877
Receivables from clearing organizations 2,294,599

$ 275,225,702

. Held in separate accounts for foreign futures and options customers:

Cash ‘ $ 5,652,800
Receivables from futures commission merchants . 690,161
Receivables from members of foreign boards of trade 3,353,616 .

$ 9,696,577

Customers’ funds, regulated under the Commodity Exchange Act, as amended (the
“CEAct”), are required to be segregated from the funds of the Company and its employees.
"Customers’ segregated funds and equities in customers’ regulated trading accounts, as
shown in the statement of financial condition, do not reflect the market value of options
positions owned by customers, U.S. government securities owned by customers, and
warehouse receipts owned by customers.

At June 30, 2019, the market value of customers’ net options positions owned and U.S.
government securities owned approximated $6,915,515 and $85,250,000, respectively.

Cash of $2,861,523 has been segregated in special reserve accounts for the exclusive
benefit of customers pursuant to federal regulations under Rule 15c3-3 of the Securities
Exchange Act of 1934 or agreements for proprietary accounts of broker-dealers.



Phillip Capital Inc.
Notes to Financial Statement

June 30, 2019

4. Deposits with Clearing Organizations

At June 30, 2019, deposits with clearing organizations consisted of cash margins totaling
$126,007,517, money market mutual funds totaling $30,868,968, and U.S. government
_securities totaling $115,440,216.

5. Concentration of Credit Risk

Risk arises from the potential inability of counterparties to perform under the terms .of the
contracts (credit risk) and from changes in the values of the underlying financial instruments
(market risk). The Company is subject to credit risk to the extent any broker with whom it
conducts business is unable to fulfill contractual obligations on its behalf. The Company
attempts to minimize its exposure to credit risk by monitoring brokers with whom it conducts
business. In management’'s opinion, market risk is substantially. diminished when all
financial instruments are aggregated.

At June 30, 2019, a significant credit concentration consisted of cash deposited at three
banks. The balances exceed federally insured limits by approximately 101% of the net
equity of the Company. The Company has not experienced any losses in such accounts.
Management does not consider any credit risk associated with this net receivable to be
significant.

6. Bénk Loans

The Company has a $20,000,000 line of credit with a bank with an interest rate determined
at the bank’s discretion on the bank’s daily quoted rate. Borrowings are used to meet short
term liquidity needs. At June 30, 2019, the outstanding balance owed was $2,000,000 and
was included in loans payable on the statement of financial condition.

The Company has a $10,000,000 line of credit with an affiliated lending institution with an
interest rate determined as the federal discount rate plus .25%. Borrowings are used to
meet short term liquidity needs. At June 30, 2019, the outstanding balance owed was
$5,000,000 and was included in loans payable on the statement of financial condition.

7. Related Party

The Company pays certain expenses on behalf of its affiliates and has certain expenses
paid by affiliates on its behalf. Such payments are reimbursed by the Company or by the
affiliate, as applicable. At June 30, 2019, the amount due to affiliates is $14,000, and is
included on the statement of financial condition.



Phillip Capital Inc.

Notes to Financial Statement

June 30, 2019

7.

10.

Related Party, continued

From time to time, the Company draws on a line of credit with an affiliated entity. At June
30, 2019, interest owed to the affiliate on outstanding balances was $ 13,356 and is
included in loans payable on the statement of financial condition.

Commitments

The Company conducts its operations in leased office facilities and annual rentals are
charged to current operations. The leases are subject to escalation clauses based on the

-operating expenses of the lessors.

The approximate minimum annual rental commitments under non-cancelable operating
leases as of June 30, 2019, are approximately as follows:

Year Ending
June 30, ' Amount
2020 237,082
2021 321,355
2022 327,777
2023 334,337
2024 168,820

Total $ _ 1,389,371

Employee Benefit Plan

The Company has established a salary reduction 401(k) plan for qualified employees. The
Company may elect to match a percentage of employees’ contributions up to a defined
maximum, and make further discretionary contributions to the plan, subject to -certain
limitations as set forth in the plan agreement.

Fair Value Measurements and Disclosure

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and
establishes a hierarchy of fair value inputs. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. A fair value measurement assumes that the
transaction to sell the asset or transfer the liability occurs in the principal market for the
asset or liability or, in the absence of a principal market, the most advantageous market.
Valuation techniques that are consistent with the market, income or cost approach, as
specified by FASB ASC 820, are used to measure fair value.

8



Phillip Capital Inc.

v Notes to Financial Statement

June 30, 2019

10. Fair Value Measurements and Disclosure, continued

1.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair
value into three broad levels:

e Level 1 Quoted prices (unadjusted) in active markets for identical assets or
liabilities that the Company can access at the measurement date.

e Level 2 Inputs other than quoted prices included within level 1 that are
observable for the asset or liability either directly or indirectly. :

o Level 3 Unobservable inputs for the asset or liability

~ The availability of observable inputs can vary from investment to investment and is affected

by-a wide variety of factors, including, the type of investment, the liquidity of the markets,
and other characteristics particular to the investment. To the extent that valuation is based
on models or inputs that are less observable or unobservable 'in the market, the
determination of fair value requires more judgment. Accordingly, the degree of judgment
exercised by the Company in determining fair value is greatest for mvestments categorized
in level 3.

The inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, for disclosure purposes, the level in the fair value hierarchy
wherein the fair value measurement falls in its entirety is determined based on the lowest
level input that is significant to the fair value measurement.

At June 30, 2019, the Company’s Level 1 investments consisted of money market mutual
funds, U.S. government securities, and equity securities with fair values of $30,868,968,
$115,440,216, and $84 respectlvely “The Company held no Level 2 or Level 3 assets or
liabilities at June 30, 2019.

Financial Instruments

ASC 815, Derivatives and Hedging, requires qualitative disclosures about objectives and
strategies for using derivatives, quantitative disclosures about fair value amounts of gains
and losses on derivative instruments, and disclosures about credit risk related contingent
features in derivative agreements. The disclosure requirements of ASC 815 distinguish
between derivatives, which are accounted for as “hedges” and those that do not qualify for
such accounting.



Phillip Capital.Inc.

Notes to Fin‘anciall Statement

June 30, 2019

11.

12,

13.

Financial Instruments, continued

Futures contracts provide for the delayed delivery/receipt of securities or money market
instruments with the seller/buyer agreeing to make/take delivery at a specified date, at a
specified price. Fair value of futures contracts is included in receivable from broker dealers.
The contractual or notional amounts related to these financial instruments reflect the volume
and activity and do not reflect the amounts at risk. Futures contracts are executed on an
exchange, and cash settlement is made on a daily basis for market movements.
Accordingly, futures contracts generally do not have credit risk. '

Options contracts grant the purchaser, for the payment of a premium, the right to either
purchase from or sell to the writer a specified financial instrument under agreed terms. As a
writer of options contracts, the Company receives a premium in exchange for bearing the
risk of unfavorable changes in the price of the financial instruments underlying the options.

Minimum Capital Requirements

The Company is a broker-dealer subject to the Securities and Exchange Commission
Uniform net Capital Rule (Rule 15¢3-1) and is a futures commission merchant subject to the
Commodity Futures Trading Commission Minimum Capital Requirement (Regulation 1.17).
In addition, the Company is subject to minimum capital requirements of the CME Group,
Inc. Under the most restrictive of these rules, the Company is required to maintain “net
capital” equivalent to the greatest of $5,000,000, 2% of “aggregate debit items,” or the sum

of 8% of the customer risk maintenance margin requirement plus 8% of the noncustomer

risk maintenance margin requirement, as these terms are defined.

At June 30, 2019, under the most restrictive of these rules, the Company had net capital and
net capital requirements of $33,456,900 and $14,432,123, respectively. The net capital rule
may effectively restrict shareholder withdrawals.

Guarantees

FASB ASC 460, Guarantees, requires the Company to disclose information about its
obligations under certain guarantee arrangements. FASB ASC 460, Guarantees, defines
guarantees as contracts and indemnification agreements that contingently require a
guarantor to make payments to the guaranteed party based on changes in underlying (such
as an interest or foreign exchange rate, security or commodity 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 guidance also defines guarantees as contracts that
contingently require the guarantor to make payments to the guaranteed party based on
another entity’s failure to perform under an agreement, as well as indirect guarantees of the
indebtedness of others. :

10



Phillip Capital Inc.
Notes to Financijal Statement

June 30,2019

13. Guarantees, continued

The Company clears and executes futures contracts, options on futures contracts, and
equity products for the accounts of its customers. As such, the Company deposits
performance bond collateral with the applicable clearing organizations to fulfill the
obligations .of its customers’ performance under these contracts. To reduce its operational
risk, the Company requires its customers to meet, at a minimum, the margin requirements
established by each exchange on which the contract is traded. This margin is a good faith
deposit from the customer. To minimize its market and credit risks, The Company adjusts
the amount of margin required commensurate with the level of risk associated with the
customers’ underlying positions. If necessary, the Company may liquidate certain positions
in order to satisfy minimum margin requirements. Management believes that the margin
deposits held at June 30, 2019, are adequate to mitigate the risk of material loss.

Derivative contracts

Certain derivatives contracts that the Company has entered into meet the accounting
definition of a guarantee under ASC 460. Derivatives that meet the ASC 460 definition of
guarantees include futures contracts and written options. The maximum potential payout
for these derivatives contracts cannot be estimated as increases in interest rates, foreign
exchange rates, securities prices, commodltles prices and indices in the future could
possubly be unlimited. :

The Company records all derivative contracts at fair value. For this reason, the Company
does not monitor its risk exposure to derivatives contracts based on derivative  notional
amounts; rather the Company manages its risk exposure on a fair value basis. The
Company believes that the notional amounts of the derivative contracts generally overstate
its exposure.

Aggregate market risk limits have been established, and market risk measures are routinely
‘monitored against these limits. The Company believes that market risk is substantially -
diminished when ali financial instruments are aggregated.

Indemnifications
In the normal course of its business, the Company indemnifies and guarantees certain
service providers, such as clearing and custody agents, trustees and administrators, against
specified potential losses in connection with their acting as an agent of, or providing
services to, the Company or its affiliates. The Company also indemnifies some clients
- against potential losses incurred in the event specified third-party service providers,
including third-party brokers, improperly executed transactions. The maximum potential
amount of future payments that the Company could be required to make under these
indemnifications cannot be estimated. However, the Company believes that it is unlikely it
will have to make material payments under these arrangements and has not recorded any
contingent liability in the financial statements for these indemnifications. .

11



Phillip Capital Inc.

Notes to Financial Statement

June 30, 2019

.13. Guarantees, continued

14.

15.

The Company provides representations and warranties to counterparties in connection with
a variety of commercial transactions and occasionally indemnifies them against potential
losses caused by breach of those representations and warranties. The Company may also
provide standard indemnifications to some counterparties to protect them in the event
additional taxes are owed or payments are withheld, due either to a change in or adverse
application of certain tax laws. These indemnifications generally are standard contractual
terms and are entered into in the normal course of business. The maximum potential
amount of future payments that the Company could be required to make under these
indemnifications cannot be estimated. However, the Company believes that it is unlikely. it
will have to make material payments under these arrangements and has not recorded any
contingent liability in the financial statements for these indemnifications.

Exchange Member Guarantees ,

The Company is a member of various exchanges that trade and clear futures contracts.
Associated with its memberships, the Company may be required to pay a proportionate
share of the financial obligations of another member who may default on its obligation to the

- exchange. Although the rules governing different exchange memberships vary, in general

the Company's guarantee obligations would arise only if the exchange had previously
exhausted its resources. In addition, any such guarantee obligation would be apportioned
among the other non-defaulting members of the exchange. Any potential contingent liability
under these membership agreements cannot be estimated. The Company has not
recorded any contingent liability in the financial statements for these agreements and
believes that any potential requirement to make payments under these agreements is
remote.

Other matters

In the normal course of business, the Company may become subject to various claims,

litigation, regulatory, and arbitration matters. Because such matters, if any, may be at
different stages, management is unable to predict their outcome.

In March 2018, the Company was the subject of a phishing scam. Funds were requested
under fraudulent pretenses. The loss was reported in the prior fiscal year. In the current
fiscal year, the Company accrued for a regulatory provision, which was included in accounts
payable and accrued expenses on the statement of financial condition.

Subsequent events
Management has evaluated events and transactions through August 26, 2019, the date the
financial statements were available to be issued, noting no material events requiring

disclosure in the Company’s financial statements or in the related notes to the financial
statements. :

12
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Phillip Capital Inc. .

Schedule 1

Statement of the Computation of Net Capital and Minimum Capital Requirements

June 30, 2019

Total stockholder's equity 41,718,486
Adjustments to ownership equity 0
Total capital 41,718,486
Deductions and/or charges
Nonallowable assets:
Customer debits 78,930
Exchange memberships, at cost 3,685,500
Receivables from affiliates 0
Furniture and equipment, at cost 402,207
Stock in clearing organization, at cost 440,515
Other 968,394
Additional charges for customers' and non-customer commodity accounts 40,500
‘Commodity futures contracts and spot commodities - proprietary capital
charges ' 1,029,182
Total deductions - - 6,645,228
Net capital before haircuts on securities positions 35,073,258
Haircuts on securities: ' ’
U.S. and Canadian government obligations 992,392
Stocks and warrants 583
Other securities 616,231
Other 7,152
Net capital 33,456,900

Computation of alternate net capital requirement:

Greater of 2% of aggregate debits or minimum requirements under the Commaodity

Exchange Act, as defined
Minimum dollar amount requirement

Net capital requirement
Excess net capital
Net capital in excess of 120% of minimum net capital requirement

There are no material differences between the above computation' and the Company’s
corresponding unaudited Form FOCUS filing as of June 30, 2019.
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Phillip Capital Inc.- o Schedule 2

Computation for Determination of Reserve Requirements for Broker-Dealers Under Rule 15¢3-3
June 30, 2019

Credit balances:
Free credit balances and other credit balances in customers' securities

accounts - $ 2,637,006
Customers' securities failed to receive ” 1,203,725
Credit balances in firm accounts attributable to sales to _
customers : ' 1,444
Total credits 3,842,175

Debit balances:

Debit balances in customers' cash and margin accounts excluding unsecured

accounts and accounts doubtful of collection net of deductions pursuant to Note
E,

Exhibit A, Rule 15¢3-3 -

0
Aggregate debit items 0
Less 3% 0
Total 15¢3-3 debits 0

Excess of total credits over total 15¢3-3 debits , ' $ 3,842,175
~ Amount held on deposit in "Reserve Bank Account(s),” including value of qualified
securities at end of reporting period on June 30, 2019 » $ 2,650,021
~ Amount of deposit (or withdrawal) in "Reserve Bank Account(s)", including value
of qualified securities 1,675,000
New amount in "Reserve B_ank Account(s)" : $ 4,325,021

There are‘no material differences between the above computatioﬁ and the Company’s
corresponding unaudited Form FOCUS filing as of June 30, 2019.
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Phillip Capital Inc. _ Schedule 3
Computation for Determination of PAB Reserve Requirements for Broker-Dealers
Under Rule 15¢3-3

June 30, 2019

Credit balances: .
Free credit balances and other credit balances in proprietary accounts of
introducing brokers (PAB) . $ 210,123

Total PAB credits | 210,123
Debit balances:
Debit balances in PAB excluding unsecured accounts and accounts doubtful

of collection , ' 0
Total PAB debits ‘ , 0
Excess of total PAB credits over total PAB debits $ 210,123
Amount held on deposit in "PAB Reserve Bank Account(s)," including value of
gualified securities at end of reporting period on June 30, 2019 S 211,502
Amount of deposit (or withdrawal) in "PAB Reserve Bank Account(s)", including
value of qualified securities 0
New amount in "PAB Reserve Bank Account(s)" $ 211,502

There are no material differences between the above computation and the Company’s
corresponding unaudited Form FOCUS filing as of June 30, 2019.
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Phillip Capital Inc. ' _ Schedule 4

Reconciliation of Statement of Financial Condition to Segregation Statement (U.S. Exchanges)

June 30, 2019

[

Customers' Segregated Funds per Statement of Financial Condition (Note 3) $ 275,225,702 '

Add:
Value of customers' open long futures options contracts 28,406,695
Value of customers' owned U.S. government securities 85,250,000
Value of customers' owned warehouse receipts 0
Deduct:
Value of customers' open short futures options contracts (21,491,180)
Total Amount in Segregation ' $ 367,391,217
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"Phillip Capital Inc.

Segregation Requirement and Funds in Segregation

June 30, 2019

Schedule 5

Segregation requirement:

Net ledger balance:
Cash
Securities .
Net unrealized loss in open futures contracts traded on a contract market
Exchange traded options:
Market value of open options contracts purchased on a contract market
Market value of open options contracts sold on a contract market
Net equity
Accounts liquidating to a deficit and accounts with debit balances - gross
amount
Amount required to be segregated

. Funds on deposit in segregation:

Deposited in segregated funds bank accounts:
Cash :
Securities
Margins on deposit with clearing organizations of contract markets:
Cash '
Securities representing investments of customers’ funds, at market
Securities held for particular customers in lieu of cash margins, at market
Net settlement from clearing organization of contract markets
Exchange traded options:
Value of open long option contracts
Value of open short option contracts
Net equities with other futures commission merchants:
~ Net liquidating equity
Securities held for particular customers in lieu of cash margins, at market
Customers’ segregated funds on hand '

Total amount in segregation

Excess funds in segregation

- Management target amount for excess funds in segregation

Excess funds in segregation over management target amount for excess

There are no material differences between the above computation and the Company’s
corresponding unaudited Form FOCUS filing as of June 30, 2019.
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261,500,537
85,250,000
2,481,587

28,406,695
(21,491,180)

356,147,639

74,036

356,221,675

31,967,531
0

100,833,341
139,763,354
85,250,000
2,294,599

28,406,695
(21,491,180)

366,877
0
0

367,391,217

11,169,542

9,000,000

2,169,542
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Phillip Capital Inc. Schedule 6
Segregation Requirement and Funds in Segregation - Customer's Dealer Options and
Cleared Swaps Customer Accounts ' ‘

June 30, 2019

The Company does not carry customers' dealer option accounts as defined by Commodity Exchange Act
Regulation 32.6. Therefore, the Company is exempt from the provisions of Regulation 32.6.

The Company does not carry customers' cleared swaps accounts as defined by Commodity Exchange Act
Regulation 4D(F). Therefore, the Company is exempt from the provisions of Regulation 4D(F).
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Phillip Capital inc. . | Schedule 7
Secured Requirement and Funds Held in Separate Accounts '
June 30, 2019 '

*Amount required to be set aside in separate Section 30.7 accounts $ 6,280,443

Funds on deposit in separate Section 30.7 accounts:
. Cash in banks
Banks located in the United States $ 3,879,037
Banks located in the Foreign Countries v 1,773,763 5,652,800

Equities with registered futures commission merchants

Cash o _ $ 688,541
Unrealized gain (loss) on open futures contracts ' 1,620
- Value of short option contracts 0 690,161
Amounts held by members of foreigﬁ boards of trade
Cash $ 10,494,896
Unrealized gain (loss) on open futures contracts (7,141,280) 3,353,616
Total amount in separate Section 30.7 accounts 9,696,577
Excess fdnds in separate Section 30.7 accounts $ 3,416,134
Management target amount for excess funds in separate section 30.7 accounts 2,000,000
Excess funds in separate 30.7 accounts over management target amount for excess : $ 1,416,134

There are no material differences between the above computation and the Company’s
corresponding unaudited Form FOCUS filing as of June 30, 2019.

20



Phillip Capital Inc.
Information Relating to Possession or Control Requirements Under Rule 15c3-3

June 30, 2019

Schedule 8

1 Customers' fully paid and excess margin securities not in the respondent's
possession or control as of the report date (for which instructions to reduce to
possession or control had been issued as of the report date but for which the
required action was not taken by respondent within the time frames specified under

Ru.le 15¢3-3).

A. Number of items}

2 Customers' fully paid securities and excess margin securities for which
instructions to reduce to possession or control had not been issued as of the
report date, excluding items arising from "temporary lags which result from normal
business operations: as permitted under Rule 15¢3-3.

A. Number of items

There are no material differences between the above computation and the Company’s
corresponding unaudited Form FOCUS filing as of June 30, 2019.

21




’ o RYAN & JURASKA LLP
Certified Public Accountants
141 West Jackson Boulevard
Chicago, llinois 60604

Tel: 312.922.0062
Fax: 312.922.0672

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholder
of Phillip Capital Inc.

We have examined Phillip Capital Inc.'s statements, included. in the accompanying Phillip Capital Inc.'s
Compliance Report, that (1) Phillip Capital Inc.'s internal control over compliance was effective during the
most recent fiscal year ended June 30, 2019; (2) Phillip Capital Inc.'s internal control over compliance was
effective as of June 30, 2019; (3) Phillip Capital Inc. was in compliance with 17 C.F.R. §§ 240.15¢3-1 and
240.15¢3-3(e) as of June 30, 2019; and (4) the information used to state that Phillip Capital Inc. was in
compliance with 17 C.F.R. §§ 240.15¢3-1 and 240.15¢3-3(e) was derived from Phillip Capital Inc.'s books
and records. Phillip Capital Inc.'s management is responsible for establishing and maintaining a system of
internal control over compliance that has the objective of providing Phillip Capital Inc. with reasonable
assurance that non-compliance with 17 C.F.R. § 240.15¢3-1, 17 C.F.R. § 240.15¢3-3, 17 C.F.R. § 240.17a-
13, or Rule 2340, Customer Account Statements, of FINRA that requires account statements to be sent to
the customers of Phillip Capital Inc. will be prevented or detected on a timely basis. Our responsibility is to
express an opinion on Phillip Capital Inc.'s statements based on our examination.

We conducted our examination in.accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the examination to
obtain reasonable assurance about whether Phillip Capital Inc.'s internal control over compliance was
effective as of and during the most recent fiscal year ended June 30, 2019; Phillip Capital Inc. complied
with 17 C.F.R. §§ 240.15¢3-1 and 240.15¢3-3(e) as of June 30, 2019; and the information used to assert
compliance with 17 C.F.R. §§ 240.15¢3-1 and 240.15¢3-3(e) as of June 30, 2019 was derived from Phillip
Capital Inc.'s books and records. Our examination includes testing and evaluating the design and operating
effectiveness of internal control over compliance, testing and evaluating Phillip Capital Inc.'s compliance
with 17 C.F.R. §§ 240.15¢3-1 and 240.15¢3-3(e), determining whether the information used to assert
compliance with 240.15¢3-1 and 240.15¢3-3(e) was derived from Phillip Capital Inc.'s books and records,
and performing such other procedures as we considered necessary in the circumstances. We believe that
our examination provides a reasonable basis for our opinion.

In our opinion, Phillip Capital Inc.'s statements referred o above are fairly stated, in all material respects.

772%1 ﬂmmé«z LLP

Chicago, lilinois
August 26, 2019
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PhillipCapital -

Phillip Capital Inc.
Annual Report of Compliance and Internal Control over Compliance

Pursuant to SEC Rule 17a-5(d)(3)

August 26, 2019
Phillip Capital Inc.’s Compliance Report

Phillip Capital Inc. (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”). As required by 17 C.F.R. 240.17a-5(d)(1) and (3), the Company. states as
follows:

(1) The Company’s Internal Control over}Corbaniance was effective during the fiscal year July 1,
2018, through June 30, 2019;

(2) The Company’s Internal Control over Compliance was effective as of the end of the most
recent fiscal year ended June 30, 2019;

(3) The Company was in compliance with 17 C.F.R. 240.15¢3-1 and 17 C.F.R. 240.15c3-3(e) as
of the end of the most recent fiscal year ended June 30, 2019; and

(4) The information the Company used to state that the company was in compliance with 17
C.F.R. 240.15¢3-1 and 17 C.F.R. 240. 15¢3-3(e) was derived from the books and records of
the Company.

We, the undersigned, affirm that, to our best knowledge and belief, this Compliance Report is true
and correct.

Cameron Frazier, Co-CEO

Hy

Lynette Lim, Co-CEO
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