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OATH OR AFFIRMATION

], George T. Conboy , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Brighton Securities Corp. , as
of December 31 ,2019 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

ignature

Chairman

Title
@ﬂu,&(_ . Ul JULIEA GULLO  vork
: lic, State
Notary Public Notary l‘:gbéﬁ GU4955352

. . . £od in Wayne County.
is report ** contains (check all applicable boxes): cwﬁ;‘fgg‘fﬁ E}(pxiys Aug. 28,&9'

Th
(a) Facing Page.
(b) Statement of Financial Condition.
[] (c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).
B (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
D (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
M| () A Reconciliation, 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 of Rule 15¢3-3.
[

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing 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).



Brighton Securities Corp.

Financial Statements
December 31, 2019



BRIGHTON SECURITIES CORP.

Table of Contents

Page
REPORT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM 1
FINANCIAL STATEMENTS:
Statement of Financial Condition 2

Notes to Financial Statements 3-11



TEL: 585.673.2600

IRDG + Pa rtners FAX: 585.662.5153

VILLAGE GREEN OFFICE PARK
ACCOUNTING & CPA SERVICES 69 MONROE AVE

PITTSFORD, NY 14534

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholder
of Brighton Securities Corp.:

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Brighton Securities Corp. as of December
31, 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 Brighton Securities Corp. as
of December 31, 2019 in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of Brighton Securities Corp.’s management. Our responsibility is to
express an opinion on Brighton Securities Corp.’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 Brighton Securities Corp. in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts
and disclosures in the financial statements. 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.

QDG Jp).,m KPAs Z’[[C

We have served as Brighton Securities Corp.’s auditor since 2017.
Pittsford, New York
February 24, 2020

RDG + Partners CPAs, PLLC
Village Green Office Park * 69B Monroe Ave * Pittsford, NY 14534 * Tel 585.673.2600 * Fax 585.662.5153
www.rdgandpartners.com



BRIGHTON SECURITIES CORP.

Statement of Financial Condition
December 31, 2019

ASSETS

Cash and cash equivalents
Marketable securities, at fair value
Receivables from brokers or dealers
Other receivables

Prepaid expenses

Notes receivable

Due from Brighton Securities Holdings, Inc.
Property and equipment, net
Operating lease right-of-use asset
Deferred tax asset

Intangible assets, net

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES:
Accrued commissions, expenses and other liabilities
Accrued profit sharing contribution
Accrued income taxes
Note payable
Operating lease liability

STOCKHOLDER'S EQUITY:

Common stock, $0.0001 par value; 1,000 shares authorized, issued and outstanding

Retained earnings

See Accompanying Notes to Financial Statements.

$ 632,202
1,373,040
226,319
38,365
68,359
35,000
298,499
296,901
1,159,343
2,941
214,485

$  4,345454

$ 259,602
129,000
84,640
167,487

1,181,018

1,821,747

2,523,707

2,523,707

$ 4,345454



BRIGHTON SECURITIES CORP.

Notes to Financial Statements
For the Year Ended December 31, 2019

1. ORGANIZATION

Brighton Securities Corp. (the Company), a wholly-owned subsidiary of Brighton Securities Holdings,
Inc. (Holdings), is a broker/dealer registered with the Securities and Exchange Commission (SEC). The
Company is a member of the Financial Industry Regulatory Authority (FINRA) and is registered to solicit
business in 39 states. The Company, which maintains offices in Rochester and Batavia, New York, is an
introducing broker and primarily earns commissions on the buying and selling of various financial
instruments. The Company also provides corporate advisory and income tax preparation services. The
Company’s customers are primarily located in the Western New York area.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting — The accompanying financial statements have been presented on the accrual basis of
accounting which recognizes revenues when earned and expenses when incurred.

Cash and Cash Equivalents — The Company considers all cash on hand, cash in banks and short-term
investments with original maturities of three months or less to be cash equivalents for financial reporting
purposes.

Marketable Securities — Marketable securities are recorded at fair value based upon quoted market prices.
Realized gains and losses on the sale of investments are determined on the basis of the cost of the specific
investments sold and are credited or charged to earnings on a trade date basis. The Company classifies its
securities as trading securities; accordingly, realized and unrealized gains and losses are recorded in the
statement of income.

Receivables from Brokers or Dealers — Commissions receivable from brokers or dealers consist primarily
of amounts due from the Company’s clearing broker. Other receivables consist of various amounts due to
the Company. Losses from uncollectible receivables are accrued when it is probable that a receivable has
been impaired and the amount of the loss can be reasonably estimated. As of the date of these financial
statements, management believes that the accounts receivable are fully collectible. Accordingly, no
allowance for doubtful accounts has been recorded.

Notes Receivable — Notes receivable consist of certain amounts paid to two independent contractors as
part of their service contracts. Pursuant to the agreements, the notes are being forgiven by the Company
pro rata over a 48-month period for each month of completed service. At December 31, 2019, there were
36 months remaining on these forgivable notes receivable.

Property and Equipment — Property and equipment are stated at cost. Depreciation over the estimated
useful lives of the assets (ranging from 5 to 39 years) is provided using the straight-line method for
financial reporting purposes. Maintenance and repairs are expensed in the period incurred; significant
betterments are capitalized.

Other Assets — Other assets consist of acquired intangibles, including customer lists and employment and
non-solicitation agreements. At December 31, 2019, the amount stated in the accompanying statement of
financial condition is reflected net of accumulated amortization of $618,788. Amortization expense totaled
$109,582 for the year ended December 31, 2019. Amortization expense is expected to be approximately
$109,569 for the year ending December 31, 2020, and $52,458 for each of the years ending December 31,
2021 and 2022.



BRIGHTON SECURITIES CORP.

Notes to Financial Statements
For the Year Ended December 31, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Commission Income — Sales-based commission income is recorded on a trade-date basis as securities
transactions occur. Trailing commission revenue is generally based on a percentage of the current market
value of clients' investment holdings in trail-eligible assets.

Investment Advisory and Management Fees — Investment advisory and management fee income is
recorded over the period in which services are provided based upon average net assets under management
in accordance with the respective investment management agreements.

Adbvertising — The costs of advertising are expensed in the period incurred. Advertising expense totaled
$329,348 for the year ended December 31, 2019.

Income Taxes — The Company is a taxable corporation and is included in the consolidated federal and
state income tax returns of its parent corporation. Income taxes are calculated as if the Company filed on a
separate return basis, and the amount of current tax or benefit calculated is either remitted to or received
from the parent corporation.

Deferred tax assets and liabilities are recognized for the estimated future tax consequences attributable to
temporary differences between the financial statement carrying amounts of assets and liabilities and their
respective tax bases. Such amounts are measured using enacted tax rates expected to apply in the years in
which those temporary differences are expected to be recovered or settled. A valuation allowance is
provided when it is probable that the full benefit of the deferred tax assets will not be realized.

The Company recognizes and measures its unrecognized tax benefits in accordance with Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 740, Income Taxes.
Under this guidance, the Company assesses the likelihood, based on their technical merit, that tax
positions will be sustained upon examination based on the facts, circumstances and information available
at the end of each period. Any estimated interest and penalties associated with unrecognized tax benefits
are accrued and recognized in income tax expense and the corresponding liability. As of December 31,
2019, the Company had no unrecognized tax benefits recorded in the financial statements. The Company
may be subject to examination by taxing authorities, however at December 31, 2019 there were none in
progress. Management believes the Company is no longer subject to audit for years prior to 2017.

Use of Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities as of the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Recent Accounting Pronouncements — In February 2016, the FASB issued Accounting Standards Update
(ASU) 2016-02, Leases (Topic 842) (ASU 2016-02), which sets out the principles for the recognition,
measurement, presentation and disclosure of leases for lessees and lessors. The new standard requires
lessees to apply a dual approach, classifying leases as either operating leases or financing leases based on
the principle of whether or not the lease is effectively a financed purchase by the lessee. This classification
will determine whether lease expense is recognized based on an effective interest method or on a straight-
line basis over the term of the lease. A lessee is also required to record a right-of-use asset and a lease
liability for all leases with a term greater than 12 months regardless of their classification.



BRIGHTON SECURITIES CORP.

Notes to Financial Statements
For the Year Ended December 31, 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recent Accounting Pronouncements (Continued) — In July 2018, the FASB issued ASU 2018-10,
Codification Improvements to Topic 842 (Leases) (ASU 2018-10), which provides narrow amendments to
clarify how to apply certain aspects of the new leasing standard. In July 2018, the FASB also issued ASU
2018-11, Leases (Topic 842): Targeted Improvements (ASU 2018-11), which provides a new transition
method at the adoption date through a cumulative-effect adjustment to the opening balance of retained
earnings, prior periods will not require restatement.

The Company adopted ASU 2016-02, ASU 2018-10, and ASU 2018-11, collectively FASB ASC Topic
842, Leases (ASC Topic 842), beginning January 1, 2019. The Company adopted ASU Topic 842 using
the modified retrospective approach and elected to utilize the optional transition method, which permits
the Company to apply the provisions of ASC Topic 842 to leasing arrangements existing at or entered into
after January 1, 2019. In addition, the Company elected to adopt the package of optional transition-related
practical expedients, which among other things, allows the Company to carry forward certain historical
conclusions reached under the prior lease guidance regarding lease identification, classification, and the
accounting treatment of initial direct costs. Furthermore, the Company elected not to record assets and
liabilities on its statement of financial condition for new or existing lease arrangements with terms of 12
months or less. See Note 12 for further details.

Subsequent Events — Management has evaluated events and transactions that occurred between January 1,
2020 and February 24, 2020, which is the date these financial statements were available to be issued, for
possible disclosure and recognition in the financial statements.

3. REVENUE RECOGNITION

Revenues are recognized when control of the promised services is transferred to customers, in an amount
that reflects the consideration the Company expects to be entitled to in exchange for those services.
Revenues are analyzed to determine whether the Company is the principal (i.e. reports revenues on a gross
basis) or agent (i.e. reports revenues on a net basis) in the contract. Principal or agent designations depend
primarily on the control an entity has over the product or service before control is transferred to a
customer.

Commission Income — The Company’s commission income represents sales commissions generated by
advisors for their clients’ purchases and sales of various financial instruments. The Company views the
selling, distribution and marketing, or any combination thereof, of investment products to such clients as a
single performance obligation to the product sponsors. The Company is the principal for commission
revenue, as it is responsible for the execution of the clients’ purchases and sales and maintains
relationships with the product sponsors. Advisors assist the Company in performing its obligations.
Accordingly, total commission revenues are reported on a gross basis.

The Company generates two types of commission revenue: sales-based commission revenue that is
recognized at the point of sale on the trade date, and trailing commission revenue that is recognized over
time as earned. Sales-based commission revenue varies by the investment product and is based on the
amount of purchase and commission schedule for that particular product. Trailing commission revenue is
generally based on a percentage of the current market value of clients' investment holdings in trail-eligible
assets and is recognized over the period during which services are performed.



BRIGHTON SECURITIES CORP.

Notes to Financial Statements
For the Year Ended December 31, 2019

REVENUE RECOGNITION (Continued)

Investment Advisory and Management Fees — The Company’s investment advisory and management fees
are earned over the period in which such services are provided. The related performance obligations are
generally satisfied daily or monthly based on assets under management. The investment management and
advisory fees are calculated based upon average monthly, weekly or quarterly net assets under
management in accordance with the respective investment management agreements. Investment advisory
fees are recorded gross of any subadvisory payments and are included in investment management fees
based on management’s determination that the Company is acting in the capacity of principal service
provider with respect to its relationship with the funds. Any corresponding fees paid are included in
operating expenses.

Tax Preparation Fees — The Company’s tax preparation fees are earned over the period in which such
services are provided. The related performance obligations are generally satisfied upon the preparation,
acceptance and delivery of the related income tax returns.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of the Company’s financial instruments is determined by using available market
information and appropriate valuation methodologies. The Company’s principal financial instruments
consist of: cash and cash equivalents, marketable securities, receivables, and payables. At December 31,
2019, cash and cash equivalents, receivables and payables, as a result of their short maturities and
liquidity, are carried at amounts which reasonably approximate fair value.

Under FASB ASC 820, fair value is defined as the price that would be received to sell an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in
an orderly transaction between market participants on the measurement date. FASB ASC 820 establishes a
three-level hierarchy for disclosure to show the extent and level of judgment used to estimate fair value
measurements. The three levels of the fair value hierarchy under FASB ASC 820 are as follows:

o Level I — Inputs to the valuation methodology that consist of unadjusted quoted prices for
identical assets or liabilities in active markets that the Company has the ability to access.

» Level 2 — Inputs to the valuation methodology which include: (1) quoted prices for similar
assets or liabilities in active markets, (2) quoted prices for identical or similar assets or
liabilities in inactive markets, (3) inputs other than quoted prices that are observable for the
asset or liability, and (4) inputs that are corroborated by observable market data by correlation
or other means. ‘

 Level 3 — Inputs to the valuation methodology that are unobservable and are significant to the
overall fair value measurement.

As of December 31, 2019, the Company’s cash and cash equivalents, receivables and payables are
recorded at cost which approximated fair value due to their short-term maturities. As such, the fair value
hierarchy has not been applied in valuing any of these financial instruments.



BRIGHTON SECURITIES CORP.

Notes to Financial Statements
For the Year Ended December 31, 2019

5.

FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

The following is a description of the valuation methodologies used for marketable securities measured at
fair value:

o Corporate debt securities — Valued using recently executed transactions and market price
quotations on active national exchanges.

The preceding method described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the Company believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in a
different fair value measurement at the reporting date.

The following table sets forth by level, within the fair value hierarchy, the Company’s investments at fair
value as of December 31, 2019.

Level 1 Level 2 Level 3 Total
Corporate debt securities $ 1,342,071 §$ -3 - $ 1,342,071
Others 30,969 - - 30,969
$ 1,373,040 $ - 3 - 3 1,373,040

PROPERTY AND EQUIPMENT
Property and equipment consisted of the following at December 31:

Leasehold improvements $ 968,783
Furniture and fixtures 202,030
Equipment 120.049
1,290,862
Less: accumulated depreciation (993.961)

296,901

Depreciation expense totaled $45,312 for the year ended December 31, 2019.

DUE FROM BRIGHTON SECURITIES HOLDINGS, INC.

Effective January 1, 2018, the Company’s stockholders executed a reorganization transaction whereby all
of the outstanding shares of $0.01 par value Class A voting common stock and $0.01 par value Class B
non-voting common stock were contributed to Brighton Securities Holdings, Inc., a newly formed
corporation, in exchange for an equivalent number of shares of Holdings’ $0.0001 par value Class A
voting common stock and $0.0001 par value Class B non-voting common stock. As a result of this
transaction, the Company became a wholly-owned subsidiary of Holdings.

7



BRIGHTON SECURITIES CORP.

Notes to Financial Statements
For the Year Ended December 31, 2019

6. DUE FROM BRIGHTON SECURITIES HOLDINGS, INC. (Continued)

In connection with this transaction, the Company transferred its related stock subscription notes receivable
to Holdings and recorded an offsetting receivable, “due from Brighton Securities Holdings, Inc.” on the
accompanying statement of financial condition. The receivable will be repaid by Holdings in accordance
with the same terms of the underlying stock subscription agreements. At December 31, 2019, the total
balance of the due from Brighton Securities Holdings, Inc. was $298,499.

7. LINE OF CREDIT

The Company has an available line of credit facility with Five Star Bank providing for maximum
borrowings of $3,000,000. Outstanding borrowings bear interest at the prime rate and are collateralized by
substantially all of the Company’s assets. Future line of credit draws for business acquisitions will convert
to seven-year term loans and will bear interest at either a fixed rate option equal to the Federal Home Loan
Bank of New York 7/7 amortizing advance rate + 250 basis points or a variable rate option equal to the
prime rate. At December 31,2019, there was no outstanding balance on this facility.

8. NOTES PAYABLE

The Company has two non-interest bearing notes payable in connection with certain non-solicitation
agreements. The first agreement requires quarterly installments of approximately $14,278 and matures in
2020. The second agreement requires quarterly installments equal to 25% of the revenue generated by the
respective individual’s customer accounts and matures in 2021. The total estimated outstanding balance of
these notes payable was $167,487 at December 31, 2019. Future annual payments required under these
agreements are as follows for the years ending December 31: 2020 - $102,939 and 2021 - $64,548.

During January 2020, the first note agreement was amended as discussed in Note 15.

9. INCOME TAXES
The Company’s financial statements recognize the current and deferred income tax consequences that
result from the Company’s activities as if the Company were a separate taxpaying entity rather than a

member of the parent corporation’s consolidated income tax group.

The provision for income taxes consisted of the following for the year ended December 31, 2019:

Current:
Federal $ 163,775
State 51.442
215,217
Deferred:
Federal (13,931)
State (4.312)
(18.243)
$ 196.974



BRIGHTON SECURITIES CORP.

Notes to Financial Statements
For the Year Ended December 31, 2019

10.

11.

12.

INCOME TAXES (Continued)

A reconciliation of the difference between the expected income tax expense computed at the U.S. statutory
income tax rate and the Company’s income tax expense is as follows for the year ended December 31,
2019:

Expected income tax expense at U.S. statutory tax rate $ 137,762
The effect of:
State income taxes, net of U.S. federal benefit 33,686
Non-deductible expenses 11,557
Other 13.969

$ 196,974

At December 31, 2019, the Company had gross deferred tax assets of approximately $2,941 resulting from
temporary differences between the financial statement reporting and tax reporting of property and
equipment and intangible assets. At December 31, 2019, accrued income taxes calculated on a separate
company basis totaled $84,640 pursuant to the Company’s tax sharing agreement with Holdings.

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule (SEC 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, not exceed 15 to 1. At December 31, 2019, the Company had net capital of $1,519,353,
which was $1,419,353 in excess of its required net capital of $100,000, and a ratio of aggregate
indebtedness to net capital of 0.4360 to 1.

RELATED PARTY TRANSACTIONS

An officer of the Company maintains a 10% ownership interest in a real estate partnership that leases the
Brighton office to the Company (Note 12). Additionally, as stated in Notes 6 and 9, the Company had a
receivable from Holdings of $298,499 and had income taxes payable of $84,640 to Holdings in accordance
with its tax sharing agreement at December 31, 2019, respectively.

COMMITMENTS AND CONTINGENCIES

Lease Obligations — The Company leases its Batavia office under the terms of a lease agreement that
expires on February 17, 2021. The lease agreement requires annual base rent of $15,000, payable in
monthly installments, plus additional amounts for repairs and maintenance expenses, as defined.
Additionally, the Company leases its Brighton office facility under the terms of a lease agreement that
expires on June 30, 2026 and requires annual base rentals ranging from $146,274 to $173,358, payable in
monthly installments, over the term of the agreement. The agreement also requires additional payments for
the Company’s pro rata share of repairs and maintenance expenses and real estate taxes, as defined. The
Company also leases additional space from this landlord on an annually renewable basis.

9



BRIGHTON SECURITIES CORP.

Notes to Financial Statements
For the Year Ended December 31, 2019

12.

13.

COMMITMENTS AND CONTINGENCIES (Continued)

Lease Obligations (Continued) — As stated in Note 2, the Company adopted ASC Topic 842 on January 1,
2019. Pursuant to the standard, the Company determines if an arrangement is a lease, or contains a lease,
at inception of a contract and when the terms of an existing contract are changed. The Company
recognizes a lease liability and a right of use (ROU) asset at the commencement date of the lease. The
lease liability is initially and subsequently recognized based on the present value of its future lease
payments. The discount rate is the implicit rate if it is readily determinable or otherwise the Company uses
its incremental borrowing rate which is the rate of interest the Company would have to pay on a
collateralized basis to borrow an amount equal to the lease payments under similar terms and in a similar
economic environment. The ROU asset is subsequently measured throughout the lease term at the amount
of the remeasured lease liability (i.e. present value of the remaining lease payments), plus unamortized
initial direct costs, plus or minus any prepaid or accrued lease payments, less the unamortized balance of
lease incentives received, and any impairment recognized. Lease cost for lease payments is recognized on
a straight-line basis over the lease term.

The primary impact of applying ASC Topic 842 was the initial recognition of a $1,321,416 lease liability
and right-of-use asset on the Company’s financial statements for the Company’s operating leases using an
incremental borrowing rate of 4.75%. There was no cumulative effect on retained earnings or other
components of equity recognized as of January 1, 2019. As of December 31, 2019, the Company had a
$1,181,018 lease liability and a $1,159,343 right-of-use asset on its statement of financial condition. Total
related rent expense was $287,362 for the year ended December 31, 2019.

Aggregate future minimum rental payments required under these agreements are as follows:

2020 $ 215,082
2021 203,219
2022 210,486
2023 219,798
2024 221,034
Thereafter 334.743
Total contractual future minimum rental payments 1,404,362
Less: imputed interest (245.019)
Right of use asset $  1,159343

Retirement Plan — The Company maintains a 401(k) profit sharing plan covering substantially all
employees. Eligible participants can elect to contribute to the plan in accordance with Internal Revenue
Code contribution limits. The Company’s contributions to the plan are made at the discretion of the Board
of Directors. The Company’s contribution to the plan totaled $129,000 for the year ended December 31,
2019.

OFF-BALANCE SHEET CREDIT RISK AND CONCENTRATIONS

The Company maintains its cash in bank deposit accounts which, at times, may exceed federally insured
limits. The Company has not experienced any losses in these accounts and believes it is not exposed to
any significant credit risk.

10



BRIGHTON SECURITIES CORP.

Notes to Financial Statements
For the Year Ended December 31, 2019

13.

14.

15.

OFF-BALANCE SHEET CREDIT RISK AND CONCENTRATIONS (Continued)

As discussed in Note 1, the Company executes transactions and introduces them to a clearing broker on a
fully disclosed basis. The clearing broker processes transactions comprising approximately 80% of the
Company’s total revenue. The Company’s exposure to credit risk associated with nonperformance of its
customers in fulfilling their contractual obligations pursuant to securities transactions can be directly
impacted by volatile trading markets which may impair the customers’ ability to satisfy their obligations to
the Company.

The Company, through its clearing broker, seeks to control these risks by requiring customers to maintain
sufficient levels of collateral in compliance with various regulatory and internal guidelines. The clearing
broker monitors the required margin levels daily and, pursuant to such guidelines, requires the customers
to deposit additional collateral or reduce positions, when necessary. The Company’s policy is to monitor
its market exposure risk. In addition, the Company has a policy of reviewing, as considered necessary, the
credit standing of each customer with which it conducts business.

The Company is also engaged in various trading and brokerage activities in which counterparties primarily
include broker/dealers, banks and other financial institutions. In the event counterparties do not fulfill their
obligations, the Company may be exposed to risk. The risk of default depends on the creditworthiness of
the counterparty or issuer of the instrument. It is the Company’s policy to review, as necessary, the credit
standing of each counterparty.

NON-CASH ACTIVITIES

During the year ended December 31, 2019, the Company adopted FASB ASC Topic 842 and recorded a
non-cash operating lease right of use asset and offsetting operating lease liability of $1,321,416 as of
January 1, 2019. Additionally, during the year ended December 31, 2019, the Company recorded an
intangible asset and offsetting note payable of $109,833 in connection with a retirement and non-
solicitation agreement. Accordingly, these non-cash transactions have been excluded from the
accompanying statement of cash flows for the year ended December 31, 2019.

SUBSEQUENT EVENT

During January 2020, the Company executed an amendment to its note payable which matured on January
6, 2020. Under the terms of the amended agreement, the Company is obligated to pay the individual
$22,845 on each of March 31, 2020 and 2021, and $11,422 on March 31, 2022.

Additionally, effective January 1, 2020, Company executed a retirement agreement with an individual
which provides for a payment of $55,000 to be paid on each of January 1, 2020, 2021 and 2022 plus

additional annual instaliments equal to 20% of the total revenue generated by the individual’s accounts for
a period of two years from his retirement date, as defined.

* ok ok ok ok ok ok ok ok ok %k

11



