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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholder'sand Board of Directors of Direct Realty Securities, Inc.

Opinion on the Financial Statements

I have audited the accompanying statement of financial condition of Direct Realty Securities, Inc.as of
December 31,2019,the related statementsof operations, changesin shareholder's equity, andcash flows

for the year then ended,and the related notes (collectively referred to as the financial statements). In my

opinion, the financial statementspresent fairly, in all material respects, the financial position of Direct

Realty Securities, Inc.as of December 3I, 2019,and the results of its operations and its cash flows for the

year then ended in conformity with accounting principles generally accepted in the United States of
America.

Basis for Opinion

These financial statements are the responsibility of Direct Realty Securities, Inc.'smanagement My

responsibility is to expressan opinion on Direct Realty Securities, Inc.'s financial statements basedon my

audit I am a public accounting firm registered with the Public Company Accounting Oversight Board

(United States) (PCAOB) and am required to be independent with respect to Direct Realty Securities, Inc.
in accordancewith the U.S.federal securities laws and the applicable rules and regulations of the

Securities and Exchange Commission and the PCAOB,

I conducted my audit in accordance with the standards of the PCAOB. Those standards require that I plan
and perform the audit to obtain reasonable assuranceabout whether the financial. statements are free of
material misstatement, whether due to error or fraud. My audit included performing procedures to assess
the risks of material misstatement of the financial statements,whether due to error or fraud, andperforming

procedures that respond to those risks. Such procedures included examining, on a test basis,evidence
regarding the amounts and disclosures in the financial statements.My audit also included evaluating the
accounting principles used and significant estimates made by management, as evaluating the overall
presentation of the financial statements. I believe that my audit provides a reasonablebasis for my opinion.

Auditor's Report on Supplemental Information

The information contained in Schedule I, II, and III ("Supplemental Information") has been subjected to

audit procedures performed in conjunction with the audit of the Direct Realty Securities, Inc.'sfinancial
statements. The Supplemental Information is the responsibility of the Direct Realty Securities, Inc.'s
management. My audit procedures included determining whether the Supplemental Information
reconciles to the financial statementsor the underlying accounting andother records,as applicable, and

performing procedures to test the completeness and accuracy of the information presented in the
Supplemental Information. In forming my opinion on the Supplemental Information, Ievaluated whether
the Supplemental Information, including its form and content is presented in conformity with 17C.F.R.§
240 op on ScheduleekII,and III are fairly stated, in all material respects, in relation to

Brian W.Anson,CPA

I have served as Direct Realty Securities,Inc.'sauditor since 2014.

Tarzana, California

January 15,2020



DIRECT REALTY SECURITIES,INC.

Statement of Financial Condition

December 31,2019

ASSETS

Cash $ 241,424

Furniture and equipment, net of accumulated depreciation of $14,058 0
Other assets 8,841

Total assets $ 250,265

LIABILITIES AND STOCKHOLDER'SEQUITY

LIABILITIES:

Due to related party 3,000

Accounts payable 627

Total liabilities $ 3,627

STOCKHOLDER'SEQUITY:

Common stock,$1par value. 100 shares

issued,and outstanding 100

Additional paid in capital 143,750
Retained earnings 102,788

Total stockholder's equity 246,638

Total liabilities and stockholder's equity $ 250,265

The accompanying notes are an integral part of these financial statements 3



DIRECT REALTY SECURITIES,INC

Statement of Income

For the year ended December 31, 2019

REVENUES:

Revenue from underwritings and selling group participation $400,000

EXPENSES:

Depreciation 1,875
Legal and professional fees 19,495
Occupancy 7,200
Telephone 2,400
Other general and administrative expenses 15,027

Total expenses 45,997

NET INCOME BEFORE INCOME TAXES $ 354,003

Income Tax Expense 5,300

NET INCOME AFTER INCOME TAXES $ 348,703

The accompanying notes are an integral part of these financial statements 4



DIRECT REALTY SECURITIES,INC

Statement of Changes in Stockholder's Equity

For the year endedDecember 31, 2019

Total

Shareholder's

Equity

Beginning balance January 1,2019 $ 193,936

Capita1withdrawals (296,000)

Net income 348,703

Ending balance December 31,2019 $ 246,639

The accompanying notes are an integral part of these financial statements 5



DIRECT REALTY SECURITIES,INC

Statement of Cash Flows

For the year ended December 31,2019

CASHFLOWS FROM OPERATINGACITVITIES:

Net income $ 348,703
Adjustmentsto reconcilenet incometo net cash

providedbyoperatingactivities:

Depreciation 1,875
(Increase)decreaseirr

Accountsreceivable 150,000

Otherassets (875)
Increase(decrease)irr

Dueto relatedparty (6,000)

Total adjustments 145,000

Net cashprovidedby operatingactivities 493,703

CASHFLOWSFROMFINANCING ACTIVITIES

Capitalwithdrawals (296,000)

Net cashusedinfinancing activities (296,000)

Increase incash 197,703

Cash-beginning of period 43,721

Cash-end of period $ 241,424

Supplementaldisclosure of cashflow information

Cashpaid duringtheyear for:
Interest $ -

Incometaxes $ 5,300

The accompanying notes are an integral part of these financial statements 6



DIRECT REALTY SECURITIES,INC.
Notes to Financial Statements

For the year ended December 31, 2019

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

Direct Realty Securities Inc., (the "Company"),was formed in March, 2013,in the State of
California as an S corporation. The Company is registered as a broker-dealer with the
Securities and Exchange Commission ("SEC")and is a member of the Financial Industry
Regulatory Authority ("FINRA") and Securities Investor Protection Corporation("SIPC").
The Company is authorized to engage in private placements of securities and merger and
acquisition advisory services. The Company does not hold customer funds or safeguard
customer securities.

Summary ofSignificant Accounting Policies

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

Accounting principles generally require that recognized revenue, expense, gains and losses
be included in net income. Although certain changes in assetsand liabilities, such as
unrealized gains and loses on available for sale securities, are reported as a separate
component of the equity section of the balance sheet, such items, along with net income,
are components of comprehensive income.

Financial advisory fees are recognized as earned on a pro rata basis over the term of the
contract. Feesthat are paid on a successbasis are recognized in full on the completion of a
project.

I uring 2019,two clients accounted for 100percent of the company's revenues.

Equipment is stated at cost. Repairs andmaintenance to these assetsare charged to
expenseas incurred; major improvements enhancing the function and/or useful life are
capitalized. When items are sold or retired, the related cost and accumulated depreciation
areremoved from the accounts andany gains or losses arising from such transactions are
recognized.Equipment is depreciated over its estimated useful life of five (5) years by the
straight line method.

7



DIRECT REALTY SECURITIES,INC.
Notes to Financial Statements

For the year ended December 31, 2019

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

The management has reviewed the results of operations for the period of time from its
December 31,2019 through January 15,2020 the date the financial statements were
available to be issued, and have determined that no adjustments are necessary to the

amounts reportedin the accompanyingfinancial statementsnorhaveany subsequent
events occurred, the nature of which would require disclosure.

The Company is subjectto audit by the taxing agencies for years ending December 31,
2016,2017, and2018.

The Company, with the consent of its Stockholder, has elected to be an S Corporation and
accordingly, has its income taxed under Sections 1361-1379 of the Internal Revenue Code.
Subchapter Sof the Code provides that the Stockholder, rather than the Company,is
subject to tax on the Company's taxable income. Therefore, no provision or liability for
Federal Income Taxes is included in these financial statements. The State of California has

similar regulations, although there exists a provision for a minimum Franchise Tax and a
tax rate of L5% over the minimum franchise fee of $800. Income tax expensefor year
endedDecember 31,2019 was $5,300,

FASB ASC 820defines fair value, establishesa framework for measuring fair value,and
establishesa fair value hierarchy which prioritized the inputs to valuation techniques. 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 assumesthat the transaction to sell the assetor liability or, in the absenceof a

principal market, the most advantageousmarket for the asset or liability. Valuation
techniques that are consistent with the market, income or cost approach, as specified by
FASB ASC 820 are used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuationtechniquesusedto measurefair
value into three broad levels:

Level 1 inputs are quoted prices (unadjusted)in active markets for identical assets
or liabilities the Company hasthe ability to access.

Level 2 inputs are inputs (other than quoted prices included within Level 1) that are
observable for the asset or liability, either directly or indirectly,

Level 3 are unobservable inputs for the assetor liability and rely on management's
own assumptions about the assumptions that market participants would use in
pricing the asset or liability. (The unobservable inputs should be developed based
on the best information available in the circumstances andmay include the

Company's own data.)

There are no levels to measure at December31, 2019.

8



DIRECT REALTY SECURITIES,INC.
Notes to Financial Statements

For the year ended December 31,2019

Note 2: ASC 606 REVENUE RECOGNITION:

Revenue

A.Significant accounting policy

Revenue is measured based on a consideration specified in a contract with a customer, and
excludes any sales incentives and amounts collected on behalf of third parties. The
Company [Finn} recognizes revenue when it satisfied a performance obligation by
transferring control over a product or service to a customer.

Taxes andregulatory fees assessedby a government authority or agency that are both
imposed on and concurrent with a specified revenue-producing transaction, that are

collected by the Company [Firm] from a customer, are excluded from revenue,

B.Nature of services

The following is a description of activities - separatedby reportable segments,per FINRA
Form "Supplemental Statement of Income (SSOI)"; from which the Company [Firm]
generates its revenue.For more detailed information about reportable segments,see below

Revenue from Underwriting and Selling Group participation: This includes revenue from
underwritings and selling group participation in any capacity.



DIRECT REALTY SECURITIES,INC.
Notes to Financial Statements

For the year endedDecember 31,2019

Note 3: COMMITMENTS AND CONTINGENCIES:

The Company has an expense sharing agreement ("ExpenseSharing Agreement") with
U.S.Realty Partners, Inc.("USRP"),which is 100% owned by Jay Kerner, who is also the
100% owner of the Company. Pursuant to the terms of the Expense Sharing Agreement
dated February 1, 2014, USRP agrees to Furnish to DRSI, to the extent required, office
space, office equipment and supplies as well as any other service required in DRSI's
administration as agreed from the time to time by USRP and DRSL It is expressly
understood that USRP will not assist or otherwise have any involvement in the

management, sales activities or decision-making process of DRSI incident to its
broker/dealer activities but rather shall only be providing administrative and back office

support services for such activities. The terms and conditions of the Expense Sharing
Agreement may be changed in writing by mutual agreement of the parties.

The following services and fees shall be shared between DRSI and USRP as follows and

pursuant to the terms of the Expense Sharing Agreement:

Monthly Cost Allocation to be paid by
Description Of Services And Fees To Be DRSI
Shared
1.Office Rent $600
2.Office Supplies $200
3.Telephone/Fax/Internet $200

The total amount due from DRSI to USRP for the period of 1/1/19 through 12/31/19 was

$12,000.$3,000 is unpaid and owed to DRSI at December31, 2019.

In February2016the FASBissuedASU 2016-02 on Leases.Under the new guidance
lesseesare required to recognize a lease liability and a right-to-use asset for all leases at the
commencement date,with the exception of short-term leases.ASU 2016-02 is effective for
annual and interim periods beginning after December 15,2018 and early adoption is
permitted. The Company is not subject to this requirement inasmuch as it has an expense
sharing agreement with its Parent.

Note 4: NET CAPITAL

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SECrule 15c3-1),which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both asdefined,shall not
exceed 15 to 1.Net capital and aggregate indebtedness change day to day,but on
December 31, 2019 the Company had net capital of $237,798,which was $232,798 in
excessof its required net capital of $5,000;andthe Company'sratio of aggregate
indebtedness to net capital was 0.02to 1,which is less than the 15 to 1 maximum ratio
allowed for a broker dealer.

10



DIRECT REALTY SECURITIES, INC

Statement of Net Capital
Schedule I

For the year ended December 31, 2019

Focus12/31/19 Audit 12/31/19 Change

Stockholder'sequity, December31,2019 $ 246,639 $ 246,639 $ -

Subtract- Non allowable assets:

Other assets 8,841 8,841 -

Tentativenet capital 237,798 237,798 -

Haircuts 0 0 -

NET CAPITAL 237,798 237,798 -

Minimum net capital 5,000 5,000 -

Excessnet capital $ 232,798 $ 232,798 -

Aggregate indebtedness 3,627 3,627 -

Ratio of aggregate indebtednessto net capital 0.02 0,02

There were no reporteddifference betweenthe audit
and focusfiled at December31,2019.

11

The accompanying notesare an integral part of these financial statements
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DIRECT REALTY SECURITIES, INC

Schedule II
Determination of Reserve Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission
December 31,2019

TheCompanyis exemptfromtheReserveRequirementof computation

accordingto theprovisionof Rule 15c3-3(k)(2)(i).

ScheduleIII

InformationRelatingto Possessionor ControlRequirements
UnderRule 15c3-3 of theSecuritiesandExchange Commission

December 31,2019

The Companyis exempt from the Rule 15c3-3 asit relatesto PossessionandControl
requirementsunderthe (k)(2)(i)exemptiveprovision.

The accompanying notes are an integral part of these financial statements 12



Assertions Regarding Exemption Provisions

We,as dii·eetorsofmanagemensöf Direct Realty Secueities,Inc. ("thãCompang"),arà responsible for
compliance wita the annual reportingrequirements underRule 17a-Softhe.Securities Exchange Actof
1934eThosexequirementsacompela broker or:dealer toefile annuals reports with the Securities
Exchange Çommission(SEC)andthebroker or dealer'sdesignated exaniiningauthority (DEA), One
of thereportsto be included inthe annualfiling isan exemptionreport preparedbyanindependent
publicaccountantbasedupona reylewofassertionsprovidedby thebrokeror dealer.Pursuanttothat
requirement,the managementof the Companyherebymakesthe following assertions;

Identified Exemption Provision:

The Companyclaims exemption front the custody andreserveproyisions of Rule iSc3-3eby operating
undertheexemptionprovidedby Rule 15c3-3,Pamgrapk(k)(2)(i).

Statement Regarding Meeting Exemption Provision:

The Company met the identifiedexemption provisionwithout exception throughout the periodending
January1 2019throgghDecember31 219

DIRECT REALTY SECURITIES,IN . (

By

(NameandTitle)

January15;2020
(Date)



BRIAN W.ANSON
Certifieat Public Accountant

18401Burbank Blvd.,Suite 120,Tarzana, CA 91356 • Tel.(818) 636-5660 • Fax (818)401-8818

REPORT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

Board of Directors

Direct Realty Securities, Inc.
Westlake Village, California

I have reviewed management's statements, included in the accompanying Exemption Report in
which (1) Direct Realty Securities, Inc.,identified the following provisions of 17 C.F.R.§15c3-
3(k) under which Direct Realty Securities, Inc.claimed an exemption from 17C.F.R.§240.15c3-
3: (k)(2)(i) (the "exemption provision") and (2) Direct Realty Securities, Inc.,stated that Direct
Realty Securities, Inc.,met the identified exemption provision throughout the most recent fiscal
year without exception. Direct Realty Securities, Inc.'s management is responsible for
compliance with the exemption provision and its statements.

My review was conducted in accordancewith the standardsof the Public Company Accounting
Oversight Board (United States) and accordingly, included inquiries andother required
procedures to obtain evidence about Direct Realty Securities, Inc.'s compliance with the
exemption provision. A review is substantially less in scope than an examination, the objective
of which is the expression of an opinion on management's statements. Accordingly, I do not
expresssuch an opinion.

Based on my review,I am not aware of any material modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material respects,
basedon the provisions set forth in paragraph (k)(2)(i) of Rule 15c3-3 under the Securities
Exchange Act of 1934.

Brian .Anson
Certified Public Accountant

Tarzana, California
January 15,2020
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