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This report ** contains (check all applicable boxes):

(a) ‘Faging Page.

(b) Statement of Financial Condition.

v} (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 §-X),

] (d) Statement of Changes in Financial Condition,

- (¢) 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.

E]_ () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
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ASSURANCEDIMENSID

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shateholders
of Andreww Garrett, Inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Andrew Garreit, ine. as of December 31, 2019, :he
related statements of operations, changes in stockholders’ equity, cash flows, and changes in liabilities subordinated to claims of
creditors for the year then ended, and the related notes (collectively referred to as the “financial statements”). In our opinion, -he
financial statements present fai:ly, in all material respects, the financial position of Andrew Gaeretty Inc. 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.

Basis for Opinion

These financial statements are the responsibility of Andresw Garvett, fric.’s management. Qur responsibility is to express an
opinion on Andrew Garrett, Tnc.’s financial statements based on onr audit. We are a public accounting firm registered with -he
Public Company Accounting Oversight Board (United States) (“PCAOB”) and are required to be independent with respect to
Andrew Garrett, Inc. in accordance with the U.S. federal secusities 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 ate free of material misstatement, whether due to etzor
or fraud. Our audit included performing procedures to assess the risks of material misstatement of the financial statements, whether
due to error ot fraud, and petrfouming procedures that respond to thase 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 accountmg
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.

Auditor’s Report on Supplemental Information

The Schedule I, Computation o Net Capital Putsuant to Rule 15¢3-1 of the Securities and Exchange Commission and Schedule 11
Computation for Determination of Reserve Requirements Pursuant to SEC Rule 15¢3-3 has been subjected to audit proceduzes
performed in conjunction with the audit of Andrew Garreii, Ine’s financial statements. The supplemental information is the
responsibility of Andrew Garvett, Tnc.’s management. Our audit procedures included determining whether the supplemental
information reconciles to the financial statements or the uaderlying accounting and other records, as applicable, and performing
procedutes to test the completeness and aceuracy of the information presented in the supplemental information, In forming cur
opinion on the supplemental information, we evaluated whether the supplemental information, including its form and content is
presented in conformity with 17 C.JLR. §240.172-5. In our opinion, the Computation of Net Capital Pursuant to Rule 15¢3-1 of the
Secutities and Exchange Cotmnmission and Computation for Determination of Reserve Requirements Pursuant to SEC Rule 15¢3-
3 is fairly stated, in all matetial raspects, in relation to the financial statements as 2 whole.

Frmn P

We have served as Audrew Garrett, Inc’s auditor since 2019.

Assurance Dimensions
Mazgate, Florida
February 28, 2020

ASSURANCE DIMENSIONS ¢ ¥R 11D PUBLIG ACCOUNTANTS & ASSOCIATES
TAMPA BAY 4920 W Cypress Street, Suite 102 | Tampa, FL 33607 | Office: 813.443.5048 | Fax: 813.443.5053
JACKSONVILLE 4720 Salisbury Road, Suite 223 | Jacksonville, FL. 32256 | Office: 888.410.2323 | Fax: 813.443.5053
ORLANDO: 1800 Pembrook Drive, Suite 300 | Orlando, FL 32810 | Office: 888,410.2323 | Fax: 813.443.5053
SOUTH FLORIDA: 2000 Banks Road, Suite 218 | Margate, FL 33063 | Office: 754.800.3400 | Fax: 813.443.5053
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ANDREW GARRETT, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

Assets

Cash and cash equivalents

Deposit with clearing organization

Receivables from broker dealers and clearing organizations
Prepaid expenses

Property and equipment, net

Operating ROU lease asset

Other receivables

Loan to shareholder

Security deposits

Total assets

Liabilities and equity

Liabilities:
Accounts payable and accrued expenses
Accrued commissions
Operating lease liability

Commitments, contingencies and guarantees:
Subordinated borrowings

Total liabilities

Stockholders' equity:
Common stock Class A - $0.01 value; voting;
1,000 shares issued and 4,000 voting Class A
and 500 non-voting Class B outstanding
Additional paid-in capital
Accumulated deficit
Total equity

Total liabilities and stockholders' equity

See accompanying notes to financial statements

2

§ 618,155
50,000
612,518
80,257

345,696
103,788
500,000

54,275

$ 2,364,689

$ 447,504
367,289
381,056

1,195,849

200,000

1,395,849

10
4,820,735
... (3,851,905)

968,840

3 2,364,689
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ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

Organization and nature of business

Andrew Garrett, Inc. (“the Company”) formerly known as Midwest Discount Brokers, Inc.,
was incorporated in the State of Missouri on March 18, 1992, The Company is a broker-dealer,
registered with the Securities and Exchange Commission (“SEC”) and is a member of the
National Association of Securities Dealers, Inc. The Company began operating as an
introducing broker-dealer in July 1992. The Company does not hold funds or securities for, or
owes any money or securities to customers and does not maintain accounts of, or for,
customers. The agreement with the clearing broker requires the Company to assume the credit
risk associated with customer transactions.

In November 2001, the Company merged with Andrew Garrett Acquisition Corporation.
Andrew Garrett Acquisition Corporation, a Delaware Corporation, and affiliate of Andrew
Garrett Holding Corporation D/B/A Andrew Garrett, Inc. of New York, was formed for the
sole purpose of acquiring all of the outstanding common stock of the existing Midwest
Discount Brokers, Inc. Immediately subsequent to the acquisition of the stock of Midwest
Discount Brokers, Inc., the two Corporations completed a merger of the two existing
Corporations. At the time of the merger, Andrew Garrett Acquisition Corporation had no assets
or liabilities; all assets having been expended in the stock acquisition and no liabilities incurred
in said stock acquisition.

Upon completion of the merger the surviving entity cancelled all of the prior outstanding stock
certificates; changed the authorized share of common stock from the prior authorized common
stock to 5,000 shares voting Class A of $.01 par value stock and 500 shares of non-voting Class
B of $.01 par value stock and issued the new 1,000 Class A shares. The surviving entity
changed its corporate name from “Midwest Discount Brokers, Inc.” to “Andrew Garrett, Inc.”
and filed the election with the Secretary of State for the Company to operate under the name
“Andrew Garrett, Inc.” to facilitate the continuing operations with customers and suppliers.

Summary of significant accounting policies
Basis of presentation

The Company is engaged in a single line of business as a securities broker-dealer, which
comprises several classes of services, including principal transactions, agency transactions,
investment banking, investment advisory, and venture capital businesses.

Accounting standards
During 2009, the Financial Accounting Standards Board (FASB) Accounting Standards

Codification (ASC) became effective and superseded prior existing financial accounting
standards and is now the single source of authoritative U.S. generally accepted accounting
principles (GAAP). The Codification does not change previous GAAP and, accordingly, its
adoption did not have a material impact on the Company’s financial statements.



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

ificant accountin

Revenue Recognition

The company follows ASU 2014-09, Revenue from Contracts with Customers (Topic 606),
that outlines a single comprehensive model for entities to use in accounting for revenue arising
from contracts with customers and supersedes most current revenue recognition guidance,
including industry-specific guidance. ASU 2014-09 is based on the principle that an entity
should recognize revenue to depict the transfer of 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 or services. The ASU also requires additional disclosure about the nature, amount,
timing and uncertainty of revenue and cash flows arising from customer contracts, including

significant judgments and changes in judgments and assets recognized from costs incurred to
fulfill a contract.

olicies (continued)

Performance Obligations

Revenue from contracts with customers is recognized when, or as, the Company satisfies its
performance obligations by transferring promised goods or services to customers. A good or
service is transferred to a customer when, or as, the customer obtains control of that good or
service. A performance obligation may be satisfied over time or at a point in time. Revenue
from a performance obligation satisfied at a point in time is recognized at the point in time
that the Company determines the customer obtains control over the promised good or service,

The amount of revenue recognized reflects the consideration to which the Company expects
to be entitled in exchange for those promised goods or services.

The following provides detailed information on the recognition of the Company’s revenue
from contracts with customers:

Broker-Dealer Commissions

The Company earns commissions by executing client transactions in stocks, mutual funds,
variable annuities and other financial products and services as well as from trailing
commissions which are variable. Commissions revenue is recognized on trade date when the
performance obligation is satisfied. Commissions revenue is paid on settlement date, which
is generally two business days after trade date for equities securities and corporate bond
transactions and one business day for government securities and commodities transactions.



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

The Company records a receivable on the trade date and receives a payment on settlement
date. For trailing commissions, the performance obligation is satisfied at the time of the
execution of the transactions but the amount to be received for trailing commissions is
uncertain, as it is dependent on the value of the investments at future points in time as well as
the length of time the investor holds the investments, both of which are highly susceptible to
variable factors outside the Company’s influence. The Company does not believe that it can
overcome this constraint until the market value of the investment and the investor activities
are known, which are usually monthly or quarterly.

Investment banking
Investment banking fee income represents fees earned from providing merger and
acquisition, financial restructuring advisory services, and acting as sales agent for issuing

company’s secutities.

Revenue recognition for investment banking purposes is recognized on the closing date of
the trade (the date on which the company purchases the securities) for the portion the
company is contracted to buy.. The Company believes that the closing trade date is the
appropriate point in time to recognize this revenue.

Soft Dollar Arrangements

Soft Dollar Revenue represents a commission percentage charged by the Company, for
research and for trade services arranged by the company. The Company purports that it is an
agent in soft dollar arrangements. ASC 606-10-55-38 states “an entity is an agent if the
entity’s performance obligation is to arrange for the provision of the specified goods or
services by another party. An entity that is an agent does not control the specified goods or
services provided by another party before the goods or service is transferred to the customer.
When (or as) an entity that is an agent satisfies a performance obligation, the entity
recognizes revenue in the amount of any fee or commission to which it expects to be entitled
in exchange for arranging for the other party to provide it the specified goods or service to be
provided by the other party.”

The Company recognizes revenue and expense on a net basis and is included in commission
income.

Advisory Fees

Advisory fee revenue are fees paid by investors for professional advisory services. It can be
charged as a percentage of total assets or it may be associated with a broker-dealer
transaction.



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

the quarter’s three month period. These revenues are included in commission income on the
statement of operations.

Use of estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles 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
reporting period. Actual results could differ from those estimates.

Cash equivalents
The Company considers all highly liquid debt instruments purchased with a maturity of three
months or less to be cash equivalents.

Concentration of credit risk

Financial instruments, which potentially subject the Company to concentrations of credit risk,
consist principally of cash and cash equivalents, The Company maintains some of its cash
balances in accounts, which at times may exceed the Federal Deposit Insurance Corporation
(“FDIC”) insurance limits. The Company has not experienced any losses in such accounts and
believes they are not exposed to any significant credit risk on cash balances.

The Company is engaged in various trading and brokerage activities whose counter parties
include broker-dealers, banks, and other financial institutions. In the event counter parties do
not fulfill their obligations, the Company may be exposed to risk. The risk of default depends
on the creditworthiness of the counter party or issuer of the instrument. It is the Company’s
policy to review, as necessary, the credit standing of each counter party with which it conducts
business.

Property and equipment are stated at cost less accumulated depreciation. The costs of additions
and betterments are capitalized and expenditures for repairs and maintenance are expensed in
the period incurred. When items of property and equipment are sold or retired, the related costs
and accumulated depreciation are removed from the accounts and any gain or loss is included
in income. For financial reporting purposes, depreciation is computed using the straight-line
method over the useful life of the asset while for income tax reporting, depreciation is
computed using the Modified Accelerated Cost System (MACRS) over the statutorily
prescribed recovery periods.

10



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

Income taxes

Income taxes are based on taxable income or loss. The amount of current and deferred taxes
payable or refundable is recognized as of the date of the financial statements, utilizing currently
enacted tax laws and rates. Deferred tax expenses or benefits are recognized in the financial
statements for the changes in deferred tax liabilities or assets between years,

The Company recognizes and measures its unrecognized tax benefits in accordance with FASB
ASC 740, Income Taxes. Under that 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. The measurement of
unrecognized tax benefits is adjusted when new information is available, or when an event
occurs that requires a change.

The Company’s U.S. Federal and state income taxes prior to 2016 are closed and management
continually evaluates statutes of limitations, audits, proposed settlements, changes in tax law,
and authoritative rulings.

If applicable, the Company would recognize interest and penalties associated with uncertain
tax positions as part of the income tax provision and would include accrued interest and
penalties with the tax liability. There were no interest and penalties recognized during 2019.
Advertising

The Company’s policy is to expense advertising costs as the costs are incurred. Advertising
expense for the year ended December 31, 2019 was $600.

Subsequent events

In accordance with FASB ASC Topic 855, Subsequent Events (after December 31, 2019) have
been evaluated through February 28, 2020, which is the date the financial statements were
available to be issued.

Leases

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance in this
ASU supersedes the leasing guidance in Topic 840, Leases. Under the new guidance, lessees
are required to recognize lease assets and lease liabilities on the balance sheet for all leases
with terms longer than 12 months. Leases will be classified as either finance or operating, with
classification affecting the pattern of expense recognition in the income statement. In
September 2017, the FASB issued ASU 2017-13, Revenue Recognition (Topic 842):
Amendments to SEC Paragraphs, which rescinds certain SEC Observer comments and staff

11



ANDREW GARRETT, INC,
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

In September 2017, the FASB issued ASU 2017-13, Revenue Recognition (Topic 842):
Amendments to SEC Paragraphs, which rescinds certain SEC Observer comments and staff
announcements from the lease guidance and incorporates SEC staff announcements on the
effect of a change in tax law on leveraged leases from ASC 840 into ASC 842,

In January 2018, the FASB issued ASU 2018-01, Leases (Topic 842): Land Easement
Practical Expedient for Transition to Topic 842, which amends the new lease guidance to add
an optional transition practical expedient that permits an entity to continue applying its current
accounting policy for land easements that exist or expire before the ASC 842 effective date.

In July 2018, the FASB issued ASU 2018-10, Codification Improvements to Topic 842, Leases,
which makes narrow scope improvements to the standard for specific issues. In July 2018, the
FASB also issued ASU 2018-11, Leases (Topic 842): Targeted Improvements, which provides
an optional transition method allowing the standard to be applied at adoption date.

A modified retrospective transition approach is required. An entity may adopt the guidance
either (1) retrospectively to each prior reporting period presented in the financial statements
with a cumulative-effect adjustment recognized at the beginning of the earliest comparative
period presented or (2) retrospectively at the beginning of the period of adoption through a
cumulative-effect adjustment. The Company has adopted the modified retrospective guidance
at the beginning of the period of adoption, January 1,2019. The adoption of the new standard
has increased the Company’s recorded assets and liabilities by equal amounts through the
recognition of right-of-use assets and lease liabilities for our operating leases. We believe that
the adoption of the new standard has not had a material impact on our results of operations or
liquidity.

While ASC 842 does not have an exclusion for low-value assets, the Company has adopted a
capitalization threshold beginning with the period of compliance for ASC 842. The company
has determined that leases below the present value of $5,000 are not material to the company
and therefore, will not been recognized.

The Company clears certain of its proprietary and customer transactions through another
broker-dealer on a fully disclosed basis. The receivables from broker dealers and clearing
organizations represents primarily cash held by the clearing organizations for commissions
generated in December 2019 and received in January 2020. The minimum deposit of $50,000
with the clearing organizations is required by the clearing agreement.

12



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

As stated in Note 2, the Company records securities transactions on a trade date basis. Further,
the Company has agreed to indemnify its clearing organization for losses that the clearing
organization may sustain from the customer accounts introduced by the Company.

Included in accounts receivable is a receivable at December 31, 2019 from one clearing
organization that amounted to $347,179. This receivable was collected in January 2020.

The Company's policy is to write-off doubtful accounts receivable in the year deemed
uncollectible. In the opinion of management, no allowance for doubtful accounts is required
as of December 31, 2019.

Accounts payables are a company’s ongoing expenses that are typically short-term debts, in
which the company has been billed for goods or services and are due at a later date. Accrued
expenses are for goods or services that have been utilized, but have not yet received any
billing documentation for and therefore, do not show up in the company’s records. In order
to properly record the expense an entry is made recording the expense and the related
liability.

Accounts payable and accrued expenses are summarized as follows:

Accounts payable $ 97,050
Accrued expenses 133,454
Accrued legal expense 210,551
Accrued taxes 6,449
Accrued commissions $367,289

Included in the accrued commissions is approximately $171,000 in compensation set aside
for two former employees due at the end agreement, which ends in January 2023,

13



ANDREW GARRETT, INC,
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

5. Property and equipment

Property and equipment are summarized as follows:

Furniture and equipment $ 469,985

Improvements 9,447

Less: accumulated depreciation _(475432)
w.’

Depreciation expense for the year ended December 31, 2019 amounted to $0.

The Company has a subordinated loan agreement with RBC Correspondent Services, a division
of RBC Capital Markets Corporation in the amount of $200,000 which mature on December
31, 2022 and bear interest at the 30 day London Interbank Offered Rate (LIBOR) (1.75% as of
December 31, 2019) plus 4% per annum. FINRA has found the referenced agteement
acceptable as a satisfactory subordination agreement effective as of December 31, 2019. The
subordinated borrowings are available in computing net capital under the SEC’s uniform net
capital rule. There is no collateral for the subordinated borrowings. For the year ended
December 31, 2019, the total interest expense was $12,991.

7. Income taxes

The provision for income taxes is summarized as follows:
Current tax expense:

Federal 3 -
State 11,12
Total provision for income taxes $ 1L123
The following is the federal tax rate reconciliation:
Federal tax rate (21%)
Permanent items 7%
Allowance 14%

~

Certain allocations are completed for state income taxes that generated a state income tax
provision of $11,123.

14



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

7. Income taxes (continued)

At December 31, 2019 the Company had total federal net operating loss carry-forwards of
approximately $507,000. Approximately $441,000 that can be deducted against future taxable
income that expire between 2030 and 2037. Approximately $66,000 have no expiration date,
but are subject to the Internal Revenue Code under the Tax Cuts and Jobs Act (TCJA). Under
the TCJA, the NOL deduction for a tax year is equal to the lesser of (1) the aggregate of the
NOL carryovers to such year, plus the NOL carry-backs to such year, or (2) 80% of taxable
income (determined without regard to the deduction) (Sec. 172(a)). Generally, NOLs can no
longer be carried back but are allowed to be carried forward indefinitely (Sec. 172(b)(1)(A)).
The special extended carryback provisions are generally repealed, except for certain farming
and insurance company losses.

. The Company accounts for income taxes under Accounting Standards Codification 740,
Income Taxes “ASC 740”. ASC 740 requires the recognition of deferred tax assets and
liabilities for both the expected impact of differences between the financial losses and the tax
basis of assets and liabilities for both the expected future tax benefit to be derived from tax
losses and tax credit carry forwards. ASC 740 additionally requires the establishment of a
valuation allowance to reflect the likelihood of realization of deferred tax assets. Internal
Revenue Code Section 382 “IRC 382" places a limitation on the amount of taxable income
that can be offset by carry forwards after a change in control (generally greater than a 50%
change in ownership). In assessing the realizability of deferred tax assets, management
considers whether it is more likely than not that some portion or all the deferred tax assets will
be realized. The ultimate realization of defetred tax assets is dependent upon the generation
of future taxable income during the periods in which those temporary differences will become
deductible. The Company considers the scheduled reversal of deferred tax liabilities,
projected future taxable income and tax planning strategies in making this assessment.

The table below summarizes the differences between the Company’s effective tax rate and the
statutory federal rate as follows for the period ended December 31, 2019:

2019
Statutory federal rate 21.00%

State tax, net of federal 2.81%
Effective tax rate 23.81%

15



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

Deferred tax assets and liabilities are provided for significant income and expense items
recognized in different years for tax and financial reporting purposes. The components of the
net deferred tax liability for the year ended December 31, 2019 was as follows:

2019

Accrued liabilities « $ 90,881
Net operating losses - 120,787
Valuation allowance - (211,668)
Total $ .

The valuation allowance changed by $56,058 during the year ended December 31, 2019,

The Company has based the decision not to calculate a deferred tax asset under ASC Subtopic
740-10 (FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes (FIN48))
More-Likely-Than-Not Tax Treatment,

8. Net capital

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, shall not exceed 15 to 1 (and the rule of the
“applicable” exchange also provides that equity capital may not be withdrawn or cash
dividends paid if the resulting net capital ratio would exceed 10 to 1).

At December 31, 2019, the Company had net capital of $430,520 which was $330,520 in
excess of its required net capital of $100,000. The ratio of aggregate indebtedness to net capital
was 1.98 to 1 as of December 31, 2019.

9, Commi

ents and contingencies

The Company leases an office under a long-term lease which expires in 2021 and several
other offices on month-to-month basis.

The monthly rent under the lease is currently $23,635. The company also has a three-year
operating lease with Mazda which expires in September 2022, with a' monthly payment of
$352.92. The Company classified this lease as an operating lease. The Company’s lease
does not include termination options for either party to the lease or restrictive financial or
other covenants. As a result of the adoption of the new lease accounting guidance, the
Company recognized on January 1, 2019 (a) a total lease liability of $653,323, which
represents the present value of the remaining payments of $704,174, discounted using the
Company’s incremental borrowing rate of 6% and (b) a right-of-use asset of $602,451.
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ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

9. Commitments and contingencies(continued)

The following is a maturity analysis of the annual undiscounted cash flows of the operating
lease liabilities as of December 31, 2019:

Year Office Lease Mazda Lease
2020 $288,578 $4,235
2021 121,718 4,235
2022 - 3.529
Total lease payments 410,296 11,999
Less: Interest 40,786 347
Present value of lease payments $369,510 $11,546

Total rent and Mazda lease expense for 2019 were $299,630 and $1,705, respectively.

10. Pending litigation, claims, and assessments

The company currently has six active litigations/arbitrations pending. The complaining parties
have alleged claims asserting breaches of contractual, statutory and common law obligations.
As of December 31, 2019, the Company has not recorded a provision for this matter as
management intends to vigorously defend these allegations and believes the payment of the
penalty is not probable. The Company believes, however, that any liability it may incur would
not have a material adverse effect on its financial condition or its results of operations. Due to
the ongoing litigations the Company has accrued $210,551 for legal fees, included in accounts
payable and accrued expenses in the company’s statement of Financial Condition. In 2018 the
Company had an arbitration against another broker and employee. In January 2019, the
arbitration was settled and the Company was awarded $52,500 as settlement. In January 2020,
the Company received notification that one of the litigations was dismissed in December 2019
in the Company’s favor.

11, 401(k) plan
Substantially all of the Company’s employees may elect to defer a portion of their annual

compensation in the Company-sponsored 401(k) tax-deferred savings plan. The Company
does not make matching contributions into this plan.
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DECEMBER 31, 2019

The Company holds a $500,000 receivable from Andrew Sycoff, CEO, from a loan made to
him by the Company. The transaction was entered into on December 27, 2017, at a 3% interest
rate, and the due date of this note is December 31, 2024. This loan shall be forgiven upon: (i)
Andrew Sycoff maintaining his employment as CEO of the Company through the due date;
(i) Andrew Sycoff’s death prior to the due date; (iii) Andrew Sycoff’s disability precluding
him from effectuating his responsibilities; (iv) an adjudication of incompetence or appointment
of a custodian/conservator for Andrew Sycoff prior to the due date; (v) the sale, transfer, or
any other assignment of the assets or liabilities of the Company to any third party; (vi)
termination of employment without cause; (vii) entry of an order for relief in bankruptcy
(voluntary or involuntary) of the Company.

The Company received approximately $41,000 in advisory fees/commissions from related
parties in 2019, which are included in advisory income in the Company’s statement of
operations.

In July 2019, two (2) of Andrew Garrett’s senior managers were appointed to the board of
directors of Integrity Applications, Inc. (IGAP”), a company that is publicly traded on the
OTCQB. During the period that the managers were on the board of directors of IGAP
through December 31, 2019, the Firm recorded a receivable of approximately $32,326 for
investment banking services provided to IGAP.

The firm earned, but has not received $30,000 in cash and $2,326 for 155,038 shares of
restricted common stock, from Integrity Applications as Advisory Fees during the period in
which the managers were members of the board of Integrity, pursuant to a previously
executed advisory agreement with the Firm.

As of December 31, 2019, the Firm holds 2,213,881 warrants to purchase shares of Integrity
Applications, that are valued at zero due to the fact that there is no public market for these
warrants, the common stock underlying the warrants are restricted shares, and the thin nature
of the public market for the common shares.
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P AR UT—

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM — EXEMPTION REPORT REVIEW

To the Boatd of Directors and Shareholders
of Andrew Garrert, Incs

We have reviewed management's statements, included in the accompanying Exenijition <epnr, in which (1) Andren
Garvely, Inc. identified the following provisions of 17 C.E.R. §15¢3-3(k) under which 757 Duree ti, Inc. claimed
an exemption from 17 C.F.R. §240.15¢3-3: (k)(2)(ii) (ewc*mptxon provisions) and (2) Andrea (oo fue, stated that
Andrew Garredd, Inc. met the identified exemption provisions throughout the most recent ﬁscal year without
exception. Andrew Gureett, tne’s management s responsible for compliance with the exemption provisions and -ts
staternents.

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight Boazd
(L»mtcd States) and, accordingly, included inquiries and other chmrcd procedures to obtain evidence about Andresw
Larrett, ooy comphancc with the exernpmon pxovmom A review is .\ubst'mually 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)(i) of Rule 15¢3-3 under the Securites Exchange Act of 1934

Fssans Ppmnsino

Assurance Dimensions
Margate, Florida
February 28, 2020
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