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OATH OR AFFIRMATION
1, _Timur Kacaoglu e -~ ... -, Swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
SIMON MARKETS, LLC

of DECEMBER 31 i 2010

as
co =3

, are true and correct. I further swear (or afﬁrm) that
neither. the company nor any partner, proprzetor, prluclpal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

NOTARY PUBLIC-STATE OF NEW YORK i

No. 02008380146
Quallﬂed in Now York COUntV

" Signature

Chief Operating Officer
) Title

" Notary Public €/~
This report ** contains (check all applicable baxes):
(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 Stockholders’ Equity or Partners’ or Sole Proprietors® Capital.
(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,
D () 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.

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

{I) 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 treatments of certain portions of this filing, see section 240.17a-5(e)(3).
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Report.of ledepe,nd,ent Registered Public' Accoiniting Firm,

To the Mémbers and:Management of SIMON Markets LLC
'Opinion on the Findncial Statement

‘We: have audited thé accompanying statement -of finarcial «condition of SIMON Markets LLC {the
“Company”) as of December 31, 2019 aid the-related notes.(the “finaricial statement). In our opinion, the
finaicial statement presents fairly, in all material respects, the financial position of the Company at
December 31, 2019, in.conformity with U.S. generally accepted accounting prineiples.

Basis foir Opinion

This financial statement:is the responsibility ofthe Company’s mariagement. Qur responsibility is to express
an. opinion. on' the Company’s financial statement, based on our audit, We are a public aécounting firm
registeréd with the Public Company Accounting Oversight Board (United, States) (PCAOB) and are
required to be independent with respect to the Company in accordance with the-U.S. federal securities laws.
and the applicable rules and regulations of the: Securities and Bxchange Comimissiorn and the PCAOB.,

Wé conducted our audit in accordance with the standards of the PCAOB: Those standardsxequire that we
plan-and perform the audit to obtain reasonable assurance about whether the financial stitement is free of
material misstatement, whether due to error or-fraud. Oui-audit included performing procedures to assess
thie risks of material misstatement.of the financial statement, whetfier due fo érror or fraud, and performing
procedures that respond to those risks. Such. procédures included examining, on a test basis, evidence.
regarding the amounts and disclosures in the:financial statement. Our audit also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation, We believe that.our audit provides a reasonable basis’ for our opinion.

‘We have served as the Company’s auditor since 2018.. .

February 28, 2020

‘A member fim of Ernst & Young Globa) Limited




SIMON MARKETS LLC

Statement of Financie! Conditlon

See Notes to Accompanying Stotement of Financiel Condition.
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As of December 31, 2019
ASSETS
Cash and cash equivalents $ 18,050,812
Accounts receivable 3,090,851
Dividend recelvable 21,842
Prepaid expenses 316,061
Furniture and equipment, net of accumulated depreciation of $131,703 277,615
Security deposit 75,343
Right of use asset 595,544
TOTAL ASSETS 3 22,428,068
UABILITIES AND MEMBER'S EQUITY
UABILITIES:
Accounts payable and accrued expenses $ 3,091,158
Accrued compensation 4,315,548
Operating lease Nability 595,544
TOTAL LIABILITIES 8,002,250
MEMBER'S EQUITY 14,425,818
TOTAL LIABILITIES AND MEMBER'S EQUITY S 22,428,068




SIMON MARKETS LLC

Notes to Statement of Flnancizl Condition
As of December 31, 2019

1. Organization and Nature of Business

SIMON Markets LLC {the “Company”) was organized a3 a limited liability company on August 8, 2017 under the laws of the State of Delaware, Effective Junt
20, 2018, the Company became registered with the Securities and Exchange Commission ("SEC") as a broker dealer and became a member of the Financial
(ndustry Regulatory Authority, Inc. {*FINRA"), As of December 31, 2019 the Company hes 200 units issued and outstanding, The Company Is owned 99% by
SIMON Group LLC (the "Member®) and is owned 1% by SIMON Subco LLC, an affillated entity, and operates from its offices In New York City and Birmingham,
Alabama. The'Campany's business currently consists of connecting Issuers of structured notes and structured CDs to networks of financial advisors at
independent broker-dealers, through the Company's online platform that provides lavestors with education, analytics, transaction management, and
marketplace capabilities for structured products across multiple Issuers. The Company cutrently has agreements in place with fifteen issuers of sttuctured
products and Intends to contract with additional issvers over time.

2. Summary of Significant Accounting Polictes

a) Basls of Presentation

The accompanying financial statemeants have been prepared In accordance with generally accepted accounting principles in the U.S. {"GAAP*), The
preparation of financial statements In conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of
assets and liabllities and disclosure of contingent assets and fabliitles at the date of the financia] statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

b) Cash and Cash Equivalents
The Company considers all highly liquid investments with a maturity of three months or less when purchesed to be cash equivalents. Cash and cash
equivalents consist of funds maintsined in checking and cash sweep accounts held at one financlial Institution.

The Company's cash and cash equivalents are held principally at one financig) institution. The Company has not experienced any loss in such accounts and
does not believe there to be any significant credit risk with respect to those deposits.

¢} Accounts Recelvable

Yhe Company provides services directly to customers and charges each Issuer 3 monthly platform fee based on the notion al amaunt of structured products
Issued by the Issuer. The Company’s accaunts recelvable, net, was $3,090,851 as of December 31, 2019, of which $1,692,439 was collected In January 2020,
In connection with the new FASB Accounting Standards Cadification (“ASC*) 326 regarding credit losses, effective January 1, 2020, Management has assessec
varlous factors surrounding the Company’s receivables, including their short-term nature, creditworthiness of customers, lack of historical loss and positive
track record of collectability. As a result of our assessment, Management has determined the risk of loss on customer accounts recelvable to be remate and
the amount at risk of 1oss to be immaterial. As of December 31, 2019, the Campany has not booked an allowance far doubtful accounts to cover receivables
that may be deemed uncollectible, and there has not been any impalsment loss incurrad during the year, The Company monitors the aging of accounts
recelvable and will continue to take actions to reduce expasure to credit losses.

d} Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the Unlted States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and llabltities and the disclosure of contingent assets and fiabilities as of 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.

e) Prepaid expenses

The Company, under its prepaid expense policy, will recard all expenses $1,500 ar greater which are paid prior to the related services rendered as prepaid
expenses. The balance will be recognized an a strafght-line basis over the relevant service period applicable to the services rendered. As of December 31,
2019, the company recorded an asset of $316,061 for expenses which were prepald for services which had not yet been rendered..

f) Furniture and Equipment

The Company, under its capitalization policy, will capitalize any property, plant or equipment having a cost of $2,500 or greater, All ltems below this
threshold ara to be expensed when purchased. Furaiture and equipment are depreciated on a straight-line basls over thelr estimated useful lives. Forthe
period ended December 31, 2019, the Company capitalized $198,427 in costs related to the purchase of computer and office equipment, which Is included in
the Furniture and Equipment balance at December 31, 2019.

Furniture and equip t consisted of the following as of December 31, 2019:

Amount Useful Life
Furniture and equipment $ 409,318 3years
Sub-Total 409,318
Less: - Accumulated depreclation {131,703)

Furniture and Equipment, net § 277,615

The accompanying notes are en integro! part of the Statement of Financlal Condition
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SIMON MARKETS LLC

Notes to Statement of Financlal Condition
As of December 31, 2019

g) Income Tax

The Company accounts for income taxes using the flability method, which requires the determination of deferred tax assets and lisbilities based on the
differences between the financlal anid'tax bases of assets and liabilities using the enacted tax rates In effect for the year In which differences are expected to
reverse. Deferred tax assets are ad)usted by a valuation allowance If, based on the wefght of available evidence, it is more likely than not that some portion
or all of the deferred tax assets will not be realized.

Yax positions are evaluated utilizing a two-step process. The Company first determines whether any of its tax positions are more likely than not to be
sustalned ugon examination, based solely on the technical merits of tha position. Once it Is determined that a position meets this recagnition threskold, the
position s measured as the largest amount of benefit that Is greater than 50% lkely of being realized upon ultimate settlement. The Cormpany records
Interest expense and penaities related to tax expenses as Iacome tax expense.

Non-ncome based taxes are recorded as part of other liabifities and other expenses.

3. Related Party Yransactions .

The Company has an expense sharing agreement in place with its affiliate SIMON Technologies LLC ("TechCo"), through which TechCo provides the Company
with third-party vendor services that TechCo has engaged. As per this agreement, for any services provided, the Company pays for the service {elther to
Te¢hCo or directly to the relevant vendor}, malntains coples of each vendor contract and Invoice pald, and reflects such obligations within relevant line items
on financlal reports filed by the Company.

The Company has an expense sharing agreement and an insurance networking agreement In pface with SIMON Annuities and Insurance Services Lc
("SIMON AIS"), an affiliated entity. As per the agreements, SIMON AIS will act as a licensed Insurance agency in connection with the inclusion of insurance-
related products, such as variable and registered Index-linked annuity contracts, on the SIMON platform.

Six of the issuers on the SIMON platform have affillates that hold ownership stakes in the Member. As such, these six issuers are considered related parties.
As customers, these six Issuers transact with the Company on a monthly basis and pay a platform fee calculated based an the volume of structured products
that were issued on the transaction date, using the same fee structure applied to all other issuers,

The Company has an agreement in place with Goldman Sachs & Co, LLC {"GS"), through which G5 provides certein technology and support services for the
Company to allow for a technology transition and separstion from GS. The Company pays fees to GS based on estimated costs for replacement vendors and
a contractual license fae for access to and use of certaln aspects of the GS technology environment,

There was no intercompany receivable / payable balance as of December 31, 2019,

The accompanylng notes are an integral part of the Statement of Financiol Condition
4

-




SIMON MARKETS LLC

Notes to Statament of Financlal Conditlon
As of December 31, 2019

4, Commitments and Contingencles

The Company leases office space In New York, NY pursuant to an operating lease explring July 31, 2020 and In Birmingham, AL pursuant to an operating lease
explring May 31, 2021, The future minimum reatal commitments through termination are as follows:

Yedr Ended December 31 New York City Birmingham Total Commitments
# $ 562,363 $ 34,530 596,893

# - 14,522 14,522
$ 562,363 $ 49,052 _$ 51!5415

In connection with the new FASB standard 842 regarding leases, effective Janvary 3, 2019, the Company recorded a right of use asset for the New York City
lease in the amount of approximately $1,400,000, offset by a lfabllity In the amount of approximately $1,400,000 on January 1, 2019, calculated using a
discount rate of 2.68%. Upon execution of the Birmingham lease during 2019, the Company recorded & right of use asset in the amount of approximately
$66,000, offset by a liabllity In the amount of approximately $66,000, calculated using a discount rate of 1.92%. As of December 31, 2019, the right of use
asset and offsetting liability on the Company’s balance sheet were $547,685 for the New York City lease and $42,859 for the Bimiingham lease. There will be
no Impact to the Company’s net capltal, as the right of use asset will be atlowable to the extent there is an offsetting lease obfigation. As of December 31,
2019, the welghted average remalning lease term on all outstanding leases Is 0.65 years.

S. Income Taxes

As a multi-member limited Hiabllity company, the Company has elected to be treated as a Partnership for U.S. tax purposes. As a Partnership for U.S. tax
purposes, the Company Is not subject to federal and most state and local taxes as income Is passed through to partners. There are exceptions for certain
type entity level taxes, the only material of which Is the New Yark City ("NYC") Unincorporated Business Tax ("UBT™), The Company has no net tax provision
due to their loss position and a full valuation allowance on deferred tax assets.

The Company's effective tax rate of 0% differs from the NYC UBT statutory rate of 4% primarily due to appartionment percentages and the maintenance of 3
full valuation allowance on deferred tax assets.

The Company has a net deferred tax asset of approximately $736,000, which Is psimarlly related to NYC net operating losses ("NOL"), acerued bonuses and
Intangibles, among other miscellaneous items. Deferred tax assets and Nabilities are measured using enacted tax rates expected to apply to taxable income
in the years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liablitfes of a change In tax
rates Is recognized in operations in the perlad enacted. A full valuation allowance has been provided as it is more likely then not that all of the deferred tax
asset will not be realized.

As of December 31, 2019, the Company has stang-alone NOL carryforwards for NYC UBT in the amount of $11,146,467. The NYC UBT NOL rules follow the
NOL Rules for federal Income tax purposes as amended by the Tax Cuts and Jobs Act of 2017 [*TCIAY), These NOLS are no longer set to expire and may be
carried forward Indefinitely according to the TCJA; however, each year’s NOL deduction will be fimited to 80% of the UBT taxable income without regard to
the NOL deduction. Realization of these losses is dependent on generating sufficlent taxable Income, A full valuation allowance was recorded as
Management currently believes that it is more likely than not that none of the defemed tax asset wil be realized.

As of December 31, 2019, the Company has no unrecognized tax benefits. The Company’s management does not expect that the total amount of
unrecognized tax benefits will materlally change over the next twelve months.

The Company will be flling its second tax return during 2020 for tax year December 31, 2019, As a result, all of the Company’s prior year activitles remain
subject to examinatior. The Company does not currently have any open tax years under examination,

The accompanylng notes are on integral port of the Statement of Finoncloi Condition
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SIMON MARKETS LLC

Notes to Statement of Financlal Condition
As of D ber 31, 2019

6. Falr Value Measurements

Falr value 1s a marketshased measure considered from the perspective of a market participant rather than an entity-specific measure, Therefore, even when
market assumptions are not readily avallable, the Company’s own assumptions are set to reflect those that the Company believes market participants would
use In pricing the asset or liability at the measurement date.

A description of the valuation techniques applied to the Company’s categories of assets and fiabilities measured at fair value on a recurring basis is as follows:

Cash Equivalents. Cash equivalents are highly liquid money market funds that invest In US Treasusles and are valued based on quoted net asset values, whict
approximate fair value. Veluation adjustments are not applied. Accordingly, cash equivalents are categorized in level 1 of the fair value hierarchy.

Fair Value Measurements on a Recurring Basls
As of December 31, 2019

Assets levell kevel2 leveld Total
Cash equivalents $ 12,746,367 - - S 17,746,367

7. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission's Uniform Net Capttal Rule {15¢3-1), which requires the maintenance of minimum net
capital, Net capital changes from moment to moment. The Company has elected to compute net capital utilizing the alternative method. As such, the
Campany is required to maintain minimum net capital of the greater of $250,000 or 2% of aggregate debits In the customer reserve formula. The Company
does not hald any customer funds so the firm s only required to malntain the $250,000 statutory minimum at all imes, At December 31, 2019, the Company
had net capital of $11,785,021, which was $11,535,021 in excess of its required net capital of $250,000.

8. Member's Equity

Contributions of capltal are recognized when tecelved. During the perlod the Company received $1,037,827 In capita) contributions from SIMON Group LLC
through equity grants by the Member to emplovees of the Company, Furthermaore, during the year, the Company did not issue any units and no cash was
received In connection with capital contributions or employee grants, Distributions of cash or other assets to each member shall be made at the times and I
the aggregate smounts determined by SIMON Group LLC In its sole discretion, There are no dividend and liquidation preferences, participation rights, or any
other special features related to these units. One or more additional members of the Company may be admitted to the Company with the consent of the
orlginal members.

In December 2018, the Member approved the SIMON Group LLC 2018 Profits Intesest Plan {the “2018 Plan®). The 2018 Plan provides for the grant of various
stock-based Incentive awards to selected employees of the Member and its subsidiaries. The types of awards that may be granted under the 2018 Plan are
profits Interest units {*PiLIs") far which the Member has reserved a total of 476,224 Serles C interests pursuant to the 2018 Plan, subject to achlevement of
certainr mil , as defined in the 2018 Plan,

Beginning In Decermber 2018 and on a cantinulng basis, the Member Issued Serles C Interests to employees of the Company. Pursuant to ASC 718, employee:
of the Company are Issued equity interests in the Member, with no consideration provided by the Company to the Member for the awards, thecefore the
value of the awards granted are considered a capital contribution from the Member to the Company. Accordingly, the Company will record the relevant
capital contribution recelved and equity comgensation expense Incurred during the period,

The following table summarizes by grant period the number of PIUs granted by the Member to Company employees during 2018 and 2019 as well as the
estimated falr value of such grants as of the respective grant dates:

Number of Units Fair Value of Units

Grant Date Grant Type Issued Granted
11-Dec-18 Series C-1 257.721 $3535.404
* 11-Dec-18 Serles C-2 24,512 $354,927
20-Mar-19 Serles C-2 15,407 $223,097
12-jun-19 Serles C-2 13,867 5239,198
11-Nov-19 Series C-2 7,003 $120,807

The accompanying notes are an integral part of the Statement of Financlat Condition
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SIMON MARKETS LLC

Notes to Statement of Financlal Conditlon
As of Decembar 31, 2019

The following table summarizes the PIU activity for the year:

Series C-1 Serles C-2
Welghted Average Weighted Average
Enlts 4 Units £air Yal
Nonvested at Jan 1, 2019 257,721 $15.27 / unit 24,512 $14.48 funit
Granted in 2019 . - 36,277 $16.07 / unit
Vested during 2019 62,154 $15.27 funit 6,128 $14.48 /unit
Forfeited during 2019 9,104 $15.27 / unit 4,202 $14.48 / unit
Nonvested at Dec 31, 201¢ 186,463 $15.27 Junit 50,549 $15.63 / unlt

The Company recegnizes share-based compensation expense for equity awards based on the estimated falr value of the award, For equity awards that vest
based on a service condition, the share-based compensation expense Is recognized on a stralght-line basis over the requisite service period, subject to cliff
vesting for the first 12 months of service. All Serles € PiUs Issired by the Member generally vest at the rate of 25% of units on the first anniversary of the date
of grant and the remalning 75% of units In equal monthly installmants over the following 36 months. Forfeitures are accounted for as they occur.

As there Is no public market for the units, the estimated fair value of the units was supported by third-party valuations based on inputs of objective and
subjective factors that management belleves to be relevant. Third-party analyses resulted In valuations of $15.27 and $14.48 per unit for the Series C-1and C
2 PIUs, respectively, that were granted in December 2018 and March 2019. Third-party valuations resuited In 3 fair value of $18.42 and $17.25 per unit for
the Serles ¢-1 and C-2 PIUs, respectively, which were used for any applicable grants made In June and Novermber 2019, These third-party valuations were
performed In accordance with the guidance outlined in the AICPA’s Accounting and Valuation Gulde, Valuation of Privately-Held-Company Equity Securities
tssued as Compensation.

The third-party valuations of the PIUs were determined through applying the aptian pricing method to the valuation of the class C-1 and class C-2 units, The
option pricing method entails allocating the total shareholders' equity value to the varlous share classes based upon thelr respective claims on a series of call
options with strike prices at various value levels depending upon the rights and preferences of each class. A Black-Scholes option pricing model is employed
to value the aptions, with an option term assumption consistent wRkh managément’s expected time to a liquidity event and a volatility assumption based on
the estimated stock price valatility of a peer group of comparable public companies over a simliar term. The differenttal In value between each successive
option represents the value of that tranche, which Is then alfocated to all the share classes based on thelr percentage ownership clalm at that fevel of value.

Assumptions in the model include the following:
Range of Inputs

Unobservable Inputs Dec 11, 2018 . Nov 30, 2019
Option Term 4 years 3years
Risk-free rate 2.77% 1.61%
Volatlity 44.00% 41,60%
Marketability Discount 30.00% 25,00%

The assumptions underlying these valuations represented management’s best estimates, which invalved inherent uncertainties and the application of
management judgment. As a result, If factors or expected outcomes changed and management used significantly different assumptions or estimates, share-
based compensation expense could have been materially different,

9. Subsequent Events

The Company has evaluated subsequent events for adjustment to or disclosure in its inanclel statements through February 28, 2020, the date the audited
financial statements were issued. No recordable or disclosable events occurred through this date.

The accompanying notes are an Integral part of the Statement of Financlal Condition
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