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@ MOSSADAMS

Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholder
Cobra Trading, Inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Cobra Trading, Inc. (the
Company) as of December 31, 2019, the related statements of income, changes in stockholder's
equity, and cash flows for the year then ended, and the related notes (collectively referred to as the
“financial statements”). In our opinion, the financial statements present fairly, in all material respects,
the financial position of the Company as of December 31, 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.

Change in Accounting Principle

As discussed in Note 2 to the financial statements, the Company changed its method of accounting
for leases as of January 1, 2019 due to the adoption of Accounting Standards Topic No. 842.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is
to express an opinion on the Company'’s financial statements based on our audit. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States)
(PCAOB) and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are 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 statements,
whether due to error or fraud, and performing procedures to 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.



Opinion on the Supplemental Information

The information in Schedules | and |1 (the Schedules) has been subjected to audit procedures
performed in conjunction with the audit of the Company’s financial statements. The information in the
Schedules is the responsibility of the Company’s management. Our audit procedures include
determining whether the information in the Schedules reconciles to the financial statements or the
underlying accounting and other records, as applicable, and performing procedures to test the
completeness and accuracy of the information presented in the Schedules. In forming our opinion on
the information in the Schedules, we evaluated whether the information in the Schedules, including its
form and content is presented in conformity with 17 C.F.R. § 240.17a-5. In our opinion, the
information in the Schedules is fairly stated in all material respects in relation to the financial
statements as a whole.

sl 127

Dallas, Texas
February 27, 2020

We have served as the Company’s auditor since 2016.



COBRA TRADING, INC.
Statement of Financial Condition
December 31, 2019

ASSETS
Deposit with broker/dealer $ 870,327
Clearing deposit with broker-dealer 150,853
Receivable from broker-dealer 202,899
Property, equipment and leasehold improvements, net of accumulated
depreciation of $50,739 9,751
Other assets 38,106
$ 1,271,936
LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities:
Accounts payable and accrued expenses $ 797,678
797,678
Stockholder's equity:
Common stock, no par value, 100,000 shares authorized,
1,000 shares issued and outstanding : 96,250
Retained earnings 378,008
Total stockholder's equity : 474,258
S 1.2718%

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



COBRA TRADING, INC.
Statement of Income
For the Year Ended December 31, 2019

Revenues:
Commissions : $ 3,075,291
Interest income 38,804
Fee income 8,326,364
Miscellaneous income 13
Total Income T 11440472
Expenses:
Employee compensation and benefits 1,535,524
Brokerage and clearance fees 8,247,195
Communications 39,772
Occupancy and equipment costs 87,618
Promotional costs 110,020
Interest 5,927
Regulatory fees and expenses 43,751
Other expenses 905,728
Total operating expenses 10,975,535
Net Income $ 464,937

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



COBRA TRADING, INC.
Statement of Changes in Stockholder's Equity
For the Year Ended December 31, 2019

Common Retained
Shares Stock Earnings Total

Balance at

December 31, 2018 1000 § 96,250 $ 447617 $ 543,867
Net income 464,937 464,937
Distributions (534,546) (534,546)
Balance at

December 31, 2019 1000 $ 96,250 $ 378,008 § 474,258

The accompanying notes are an integral part'of these financial statements.



COBRA TRADING, INC.

Statement of Cash Flows
For the Year Ended December 31, 2019

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income (loss) to net
cash provided (used) by operating activities:
Depreciation

Change in operating assets and liabilities:
Increase in deposit with broker/dealer
Increase in clearing deposit with broker
Increase in receivable from broker/dealer
Decrease in receivable from customers
Increase in other assets

Increase in accounts payable and accrued expenses

Net cash provided by operating activities

Cash Flows from Investing Activities
Purchase of fumiture and equipment

Net cash used by investing activities

Cash Flows from Financing Activities
Distributions

Net cash used by financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosures
Cash paid for:
Income taxes

Interest

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

464,937

5,500

(86,150)
(620)
(57,881)
11,910
(18,996)
217,362

536,062

(1,516)
(1,516)

(534,546)
(4546

0
0
0

7,488
24,386



COBRA TRADING, INC.
Notes to Financial Statements
December 31,2019

Note 1 — Organization and Nature of Business

Cobra Trading, Inc. (the "Company") was organized in June, 2004. The Company became
a broker/dealer in securities registered with the Securities and Exchange Commission
("SEC™) effective December 17, 2004, and is a member of the Financial Industry
Regulatory Authority ("FINRA"), the Natjonal Futures Association ("NFA") and
Securities Investor Protection Corporation (“SIPC”). The Company operates under the
exemption provisions of SEC Rule 15¢3-3(k)(2)(ii) which provide that all funds and
securities belonging to the Company's customers be handled by a clearing broker-dealer.

The Company’s customers are primarily individuals trading securities through the
Company’s online portal.

Cash and Cash Equivalents

The Company treats money market mutual funds and all highly liquid debt instruments
with original maturities of three months or less as cash equivalents for purposes of the
statement of cash flows.

Property and Equipment

Property and equipment are stated at cost. Depreciation on office equipment and furniture
is computed using the straight line method over useful lives of three to seven years.

Management Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America (“GAAP™) requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the period. Actual results could differ
from those estimates. :

Revenue Recognition

The Company follows Accounting Standards Codification (ASC) Topic 606, Revenue
from Contracts with Customers (ASC 606). ASC 606 requires that an entity recognize
revenue to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those
goods and services. The guidance requires an entity to follow a five-step model to (a)
identify the contract(s) with the customer, (b) identify the performance obligations in the
contract, (c) determine the transaction price, and (d) allocate the transaction price to the



COBRA TRADING, INC.
Notes to Financial Statements
December 31, 2019

Note 1 — Organization and Nature of Business (cont’d
Revenue Recognition (cont’d)

performance obligation, in determining the transaction price, an entity may include variable
consideration only to the extent that it is probable that a significant reversal in the amount
of cumulative revenue recognized would not occur when the uncertainty associated with
the variable consideration is resolved and (e) recognize revenue when (or as) the Company
satisfies a performance obligation.

Revenue from contracts with customers include brokerage commissions and fee revenues.
The recognition and measurement of revenue is based on the assessment of individual
contract items. Significant judgement is required to determine whether performance
obligations are satisfied at the point in time or other time; how to allocate transaction
process where multiple performance obligations are identified; when to recognize revenue
based on the appropriate measure of the Company’s progress under the contract; and
whether constraints should be applied due to uncertain future events.

Brokerage Commissions

The Company buys and sells securities on behalf of its customers. Each time a customer
enters into a buy or sell transaction, the Company charges a commission. Commissions
and related clearing expenses are recorded on the trade date (the date that the Company
fills the trade order by finding and contracting with a counterparty and confirms the trade
with the customer). The Company believes that the performance obligation is satisfied on
the trade date because that is when the underlying financial instrument or purchaser is
identified, the pricing is agreed upon and the risks and rewards of ownership have been
transferred to/from the customer.

Fee Revenue

The fee revenue consists of two parts. Primarily, the Company charges its customers a
short interest charge for short positions in the customer’s accounts. This fee is assessed
daily. In addition, some customers take advantage of certain software offered by the
Company. The fee for this service is charged monthly. The Company believes that the
performance obligation of the Company is satisfied when the charges are made to the
customer.

The economic conditions which affect the Company’s operations are related to overall
strength of the financial and commodity markets.



COBRA TRADING, INC.
Notes to Financial Statements
December 31,2019

Note 1 — Organization and Nature of Business (cont’d)

Leases

Effective January 1, 2019, the Company adopted ASC Topic 842, Leases. This new
accounting guidance is intended to improve financial reporting about leasing transactions.
The Accounting Standard Update (“ASU”) affects all companies and other organizations
that lease assets such as real estate, airplanes, and manufacturing equipment. The ASU
requires organizations that lease assets referred to as “Lessees” to recognize on the balance
sheet the assets and liabilities for the rights and obligations created by those leases. An
organization is to provide disclosures designed to enable users of financial statements to
understand the amount, timing, and uncertainty of cash flows arising from leases. These
disclosures include qualitative and quantitative requirements concerning additional
information about the amounts recorded in the financial statements. Under the new
guidance, a lessee will be required to recognize assets and liabilities for leases with lease
terms of more than twelve months. Consistent with current GAAP, the recognition,
measurement, and presentation of expenses and cash flows arising from a lease by a lessee
primarily will depend on its classification as a finance or operating lease. The new ASU
will require both types of leases (i.e., operating and capital) to be recognized on the balance
sheet. The FASB lessee accounting model will continue to account for both types of leases.
The capital lease will be accounted for in substantially the same manner as capital leases
are accounted for under previous GAAP. For operating leases there will have to be the
recognition of a lease liability and a lease asset for all such leases greater than one year in
term. The Company adopted the provisions of the ASU under the modified retrospective
approach with no cumulative effect adjustment to retained earnings. The Company has
accounted for its office lease as a short term lease. The adoption of this ASC did not have
a material effect on the Company’s financial statements.

Advertising Costs

All nondirect-response advertising costs are expensed as incurred. Advertising costs were
$110,020 for the year ended December 31, 2019.

Note 2 — Deposits with and Receivable from Clearing Broker-Dealer

Deposits with clearing broker-dealer include cash required to be maintained at the clearing
broker-dealer for clearing and trading activities. Receivable from clearing broker-dealer is
comprised of commissions. Such amounts are normally collected between five and thirty-
five days after month end.



COBRA TRADING, INC.
Notes to Financial Statements
December 31, 2019

Note 3 — Furniture, Equipment and Leasehold Improvements

A summary of furniture and equipment at December 31, 2019 is as follows:

Furniture and fixtures $21,367
Equipment 39,123

60,490

Less: accumulated depreciation 50,739

$ 9751

Depreciation expense was $5,500 for the year then ended.

Note 4 — Net Capital Requirements

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities and Exchange Act
of 1934, a minimum net capital requirement must be maintained, as defined under such
provisions. Net capital and the related net capital ratio may fluctuate on a daily basis.

At December 31, 2019, the Company had net capital of $426,401 and net capital
requirements of $53,179. The ratio of aggregate indebtedness to net capital was 1.87 to 1
at December 31, 2019. The Securities and Exchange Commission permits a ratio of no
greater than 15 to 1.

Pursuant to the net capital requirements of Section 1.17 of the Commodity Futures Trading
Commission, a minimum net capital requirement must be maintained, as defined under
such provisions. As an introducing broker, the Company is required to maintain net capital
of $53,179. At December 31,2019, the Company had net capital as defined under Section
1.17 of $426,401 which resulted in an excess net capital of $373,222.

Note 5 - Defined Contribution Plan

The Company adopted a defined contribution plan, effective January 1, 2018, for its eligible
employees. The Company may make deferral contributions up to the annual maximum amount
allowed by the Internal Revenue Code. The Company expensed $90,375 during 2019.



COBRA TRADING, INC.
Notes to Financial Statements
December 31, 2019

Note 6 — Federal Income Taxes

The Company, with consent of its stockholder, has elected under the Internal Revenue

Code to be an S corporation. In lieu of corporation income taxes, the stockholders of an S

corporation are taxed on their proportionate share of the Company's taxable income.

Therefore, no provision or liability for federal income taxes has been included in these
\ financial statements.

The Company files income tax returns in the US federal jurisdiction and in various state
and local jurisdictions. The Company's federal income tax returns for all tax years ended
on or after December 31, 2016, remain subject to examination by the Internal Revenue
Service. The Company's state and local income tax returns are subject to examination by
the respective state and local authorities over various statutes of limitation, most ranging
from three to five years from the date of filing.

The Company applies FASB ASC 740-10 relating to accounting for uncertain tax positions.
ASC 740-10 prescribes a recognition threshold and measurement process for accounting
for uncertain tax positions and also provides guidance on various related matters such as
derecognition, interest, penalties and disclosures required. The Company does not have
any uncertain tax positions.

Note 8§ — QOperating Lease

The Company has entered into non-cancelable lease agreements for its offices and certain
equipment. Short term lease cost for the year was $59,607. The Company has accounted
for its office lease as a short term lease. The office space lease expires July 31, 2020.
Future minimum lease payments required under the leases are as follows:

2020 $27.426
$27.426

Note 9 — Concentration Risks

At various times throughout the year, the Company had cash balances in excess of federally
insured limits.

The Company has 1 customer who makes up approximately 35% of its fee income. If this
relationship was terminated, the Company could be exposed to financial risk.
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Schedule

COBRA TRADING, INC.

Computation of Net Capital Under Rule 15¢3-1

of the Securities and Exchange Commission
As of December 31, 2019

Computation of Net Capital
Total ownership equity qualified for net capital
Deductions and/or charges
Non-allowable assets:
Property, equipment and leasehold improvement (nef)
Other assets

9,751
38,106

474,258

47,857

Net capital before haircuts on securities positions

Haircuts on securities (computed, where applicable,
pursuant to Rule 15¢3-1(c)(2):

Net capital

Aggregate Indebtedness

Items included in statement of financial condition
Accounts payable and accrued expenses

Total aggregate indebtedness

426,401

426,401

s Torem

797,678



Schedule 1 {continued)

COBRA TRADING, INC.
Computation of Net Capital Under Rule 15¢3-1

of the Securities and Exchange Commission
As of December 31, 2019

Computation of Basic Net Capital Requirement

Minimum net capital required (6 2/3% of total $ 53179
aggregate indebtedness)

Minimum dollar net capital requirement of $ 5000
reporting broker or dealer

Minimum net capital requirement (greater of two $ 53179
minimum requirement amounts)

Net capital in excess of minimum required $ 373,222
Net capital less greater of 10% of aggregate indebtedness or 120% of minimum net capital $ 346,633
Ratio: Aggregate indebtedness to net capital 187t01

Reconciliation with Company's Computation

There are no material differences between this computation of net capital and the corresponding
computation prepared by the Company and included in the unaudited Form X-17A-5 Part Il FOCUS
Report filling as of the same date.
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Schedule ll

COBRA TRADING, INC.
Computation of Net Capital Under Regulation 1.17
of the Commodity Futures Trading Commission
As of December 31, 2019

COMPUTATION OF ADJUSTED NET CAPITAL

Total ownership equity qualified for net capital $ 474,258
Deductions and/or charges
Non-allowable assets:

Property, equipment and leasehold improvement (nef) 9,751

Other assets 38,106 47,857
Net capital before haircuts on securities positions 426,401
Haircuts on securities (computed, where applicable,

pursuant to Rule 15¢3-1(c)(2)): -

Adjusted Net capital 426,401
Net Capital Required 53,179
Excess Net Capital $ 373,222



@ MOSSADAMS

Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholder
Cobra Trading, Inc.

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

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required procedures to
obtain evidence about Cobra Trading, Inc.'s compliance with the exemption provisions. 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, we do not express such an opinion.

Based on our review, we are 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,
based on the provisions set forth in paragraph (k)(2)ii) of Rule 15¢3-3 under the Securities Exchange
Act of 1934.

s s 127

Dallas, Texas
February 27, 2020



EXEMPTION REPORT
DECEMBER 31, 2019
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@ MOSSADAMS

Report of Independent Registered Public Accounting Firm on
Applying Agreed-Upon Procedures

To Board of Directors and Stockholder
Cobra Trading, Inc.

We have performed the procedures included in Rule 17a-5(e)(4) under the Securities Exchange Act
of 1934 and in the Securities Investor Protection Corporation (SIPC) Series 600 Rules, which are
enumerated below and were agreed to by Cobra Trading, Inc. (Company) and the Securities Investor
Protection Corporation (SIPC), solely to assist you and the SIPC in evaluating the Company’s
compliance with the applicable instructions of the General Assessment Reconciliation (Form SIPC-7)
for the year ended December 31, 2019. Management of the Company is responsible for its Form
SIPC-7 and for its compliance with those requirements. This agreed-upon procedures engagement
was conducted in accordance with the standards of the Public Company Accounting Oversight Board
(United States) and in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of those
parties specified in this report. Consequently, we make no representation regarding the sufficiency of
the procedures enumerated below either for the purpose for which this report has been requested or
for any other purpose.

The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement
records entries, nating no differences.

2. Compared the total revenue amounts reported on the Annual Audited Report Form X-17A-5 Part
il for the year ended December 31, 2019, with the total revenue amounts reported in Form
SIPC-7 for the year ended December 31, 2018, noting no differences.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working
papers, noting no differences.

4. Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and the
related schedules and working papers supporting the adjustments, noting no differences.

5. Compared the amount of any overpayment applied to the current assessment with the Form
SIPC-7 on which it was originally computed, noting no differences.

We were not engaged to and did not conduct an examination or a review, the objective of which
would be the expression of an opinion or conclusion, respectively, on the Company’s compliance with
the applicable instructions of the Form SIPC-7 for the year ended December 31, 2019. Accordingly,
we do not express such an opinion or conclusion. Had we performed additional procedures, other
matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the Company and the SIPC, and is not
intended to be and should not be used by anyone other than these specified parties.

los los 127

Dallas, Texas
February 27, 2020
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= . ,

< Disposition of excepiions: i

Forward Copy oo



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT : ST
Amounts tor the; fiscal period
beginning 1/1/2019
and ending 12/31/2019

Item No. . . Eliminate: cen‘ts///
2a. Totai revenua fFOCUS Line 12/Part LA Ling 8, Code 4030 S yoddo JID T

2b. Addiiions:
{1) Total revenues from the securities business af subsidiaries {axeep forgign. subsidiaries) and
predecessors not included above.

(2) Nel loss from principal transactions in securities in \rading accoynts.

(3} Net loss from principal iransactions in commbdilies o {trading acepunts.,

{4) inieresl:and dividend expense detiucted in determining item 2.

{5} Net loss from management of-or parlicipation in the undeiwtiling or dislribution of sécurities.

(8) Expenses-ather than-adverlising, printing.. tegistration tees and legal Tees deducled in:determining el
profitirem management of Gr participation in underwriting or distribution-of securities.

(7)Nst loss from securities in inveslmant accdunts.

Total-additions

2¢. Deductions:
{1) Revenues lrom the distribution of shares of-a registeved open ‘end inyestment company or unit
investment lrust, Trom the: sals of vdrigble annuilies, fom the bisingss of insurance, from investment

i v v
advisory services rendered fo registered invéstment companies orinsutance:company separate. . “
aceounts, and'from transactions in-securfly futures products. _ h3.349

{2) Revenues:trom cammaodity*transaciions.
{3) Commissions. [loor-brokerags and ¢learance paid to-other SIPG mismbers in-conngetion with ) N e
securiliss trangagtions. g ¥ G ST

{4) Reimbursemants for postage in-conpection with proxy soficitalion.

{5) Nel.gain from Securities in invéstment:accounts.

{6) '100% of commissions-and markups -¢arnéd from transaclions: in (i):cenlificates.of deposii and
(i} Treasury bills, barksrs acceptances or commercial paper thal mature nine months of lsss
jrom issuance date:

(7) Diract expenses of prinling ddverfising and-legal feds ificifeed in-conngction vith other revenue
tefaled to the: securities business (revenue defined by Section 16(9){L) ot the:Act).

B

{8} Otner revenue nof related either directly or:indirecily to The secorities:business.
{See instruction-C):

{Deductions i excess of §100,000 require:documentation)

{9} {!} Tolal interes! and dividend.expense (FOCUS Line 22/PART ItA Line 18,

Code 4075 plus line: 2b{4) Abovey bt nol-in excess e 4

of total interest and*dividend incame.. . % 32% il
(ii)-40% of margin.interest earned on.customers securilies:

accounts (40% of FOTYS line 5, Code’ 3960). ¥

Enter the greater of line (i)-or (ii) A 9>

24. SIPC Nel:Operaling Revenues- 5 2.03L Pp i

‘Total deductions

2e. General Assessment @ .0015 $: “t’ ) élz .
{to pagé 1. line 2.4




