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TuttieBond

Certifiedt Public Accountants

;

To Directors and Shareholders of J.H. Darbie & Co., Inc.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Opinion on The Financial Statements

We have audited the accompanying statement of financial condition of J.H. Darbie & Co., Inc. (the "Company™) as of March 31,
2020, and the related notes (collectively referred to as “financial statements”). In our opinion, the financial statements present
fairly, in all material respects, the financial position of the Company as of March 31, 2020, in conformity with accounting principles
generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to express an opinion on this
financial statement based on our audit. We are a public accounting firm registered with the Public Company Accounting Oversight
Board (United States) (PCAOB) and are required to be independent with respect to 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 of these financial statements in accordance with standards of the PCAOB. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statement is free from material misstatement,
whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its internal control
over financial reporting. As part of our audits we are required to obtain an understanding of internal control over financial
reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion.

Our audit included performing procedures to assess the risks of material misstatement of the financial statement, whether due to error
or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statement. 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 statement. We believe
that the audit provides a reasonable basis for our opinion.

TUTTLE & BOND, PLLC

Tolle ¢ o, P

China Spring, Texas
May 29, 2020

We have served as the J.H. Darbie & Co., Inc.’s auditor since 2020.

Tuttle & Bond, PLLC
1928 lackson Lane
China Spring, TX 76633
Ph: 512.967.3517 Fax: 832.534.4154
auditdocs@tuttlebond com www.tuttlebond.com



J.H. DARBIE & CO., INC.
STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2020

ASSETS
Cash and cash equivalents
Deposit at clearing firms
Due from broker
Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES:
Accounts payable and accrued expenses

TOTAL LIABILITIES
COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS' EQUITY

Common stock; Series A — 1,000,000 shares authorized, none outstanding; common stock, $.0001
par value, 200,000,000 shares authorized, 175,250,000 issued, 175,000,000 outstanding

Additional paid-in capital
Retained Earnings
TOTAL STOCKHOLDERS' EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See accompanying notes to financial statement

2

236,393
264,358
189,987

40,625

731,363

187,297
187,297

200
688,978
(145,112)

544,066
731,363



J.H. DARBIE & CO., INC.
NOTES TO FINANCIAL STATEMENT
MARCH 31, 2020

NOTE 1 - ORGANIZATION AND NATURE OF BUSINESS:

J.H. Darbie & Co., Inc. (the "Company") was incorporated in the state of New York in February 1997. The Company is a
wholly owned subsidiary of Pelion Financial Group, Inc. (the "Parent"), which acquired it on March 10, 2010. The Company
is a registered broker-dealer with the Securities and Exchange Commission ("SEC") and is a member of both the Financial
Industry Regulatory Authority, Inc. ("FINRA") and the Securities Investors Protection Corporation ("SIPC") since February
20, 1998. The Company is also a member of the Nasdaq Stock Market ("Nasdaq").

The Company is authorized to engage in transactions in listed and over-the counter corporate equities securities, corporate
debt securities, mutual funds, government securities, municipal securities, variable life insurance, annuities, and non-
exchange member arranging for transactions in listed securities by exchange members. The Company introduces its customer
accounts to a carrying broker on a fully-disclosed basis. The Company is also authorized to act as a placement agent for
securities offerings, an underwriter or selling group participant for corporate securities (other than mutual funds), and to
perform investment advisory services.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis of accounting in accordance with accounting
principles generally accepted in the United States of America ("GAAP").

Use of Estimates

The preparation of financial statements and related disclosures in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, and the disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of income and expenses during the reporting
period. Accordingly, actual results could differ from those estimates and such differences could be material.

Accounts Receivable

The Company carries its accounts receivable at cost less an allowance for doubtful accounts. On a periodic basis, the
Company evaluates its accounts receivable and establishes an allowance for doubtful accounts based on history of past write-
offs and collections and current credit conditions. No allowance for doubtful accounts was required at March 31, 2020.

Cash and Cash Equivalents
The Company considers all highly liquid investments with a maturity of three months or less when purchased to be cash

equivalents. Cash and cash equivalents consist of funds maintained in checking and money market accounts held at financial
institutions.

Commissions and Securities Transactions
Commissions earned from customer securities transactions are recorded on a trade date basis. Securities transactions of the
Company are recorded on a trade date basis.

Receivables from Broker-Dealers and Clearing Organizations
Receivables from broker-dealers and clearing organizations represent billings for trading commissions and licensing fees.

Based on the Company’s operating history and customer base, bad debts to date have not been material, and as such a
reserve has not been established.



J.H. DARBIE & CO.,, INC,
NOTES TO FINANCIAL STATEMENT
MARCH 31, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Revenue Recognition

Effective July 1, 2018, the Company adopted the new revenue recognition standard established by the Financial Accounting
Standards Board ("FASB"): ASC Topic 606, Revenue from Contracts with Customers ("ASC Topic 606"). The new revenue
recognition guidance 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
or services. The guidance requires an entity to follow a five step model to (a) identify the contract(s) with a customer, (b)
identify the performance obligations in the contract, (¢) determine the transaction price, (d) allocate the transaction price to
the performance obligations in the contract, and (e) recognize revenue when (or as) the entity satisfies a 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. The Company applied the modified retrospective method of adoption
which resulted in no adjustment as of July 1, 2018. The new revenue recognition guidance does not apply to revenue
associated with financial instruments, interest income and expense, leasing and insurance contracts.

Significant Judgement »

Significant judgement is required to determine whether performance obligations are satisfied at a point in time or over time;
how to allocate transaction prices 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 on variable consideration
should be applied due to uncertain future events. '

Commissions

The Company earns commissions on client transactions in equity securities, mutual funds, life insurance, debt securities, and
variable annuities. Commissions revenue and related clearing expenses are recorded on a trade-date basis. The Company also
earns ongoing trailing commissions, and is responsible for minor ongoing client relations services, which are recorded in
those periods as the services are performed.

Mutual Fund Fees and Variable Annuity Fees

The Company enters into agreements with Mutual Funds and Variable Annuities ("funds") to distribute shares to investors.
The Company may receive distribution fees paid by the fund up front, over time, upon the investor’s exit from the fund (that
is, a contingent deferred sales charge), or as a combination thereof. The Company believes that its performance obligation is
the sale of securities to investors and as such this is fulfilled on the trade date. Any fixed amounts are recognized on the
trade date and variable amounts are recognized to the extent it is probable that a significant revenue reversal will not occur
once the uncertainty is resolved. For variable amounts, as the uncertainty is dependent on the value of the shares at future
points in time as well as the length of time the investor remains in the fund, both of which are highly susceptible to factors
outside the Company’s influence, the Company does not believe that it can overcome this constraint until the market value
of the fund and the investor activities are known, which are usually monthly or quarterly. Mutual fund fees and variable
annuity fees recognized in the current period are primarily related to performance obligations that have been satisfied in prior
periods.

Mutual fund referring fee

The Company receives fees from the clearing firm for referring mutual fund clients to the clearing firm. This is in
accordance with the contracts with the clearing firm and is received monthly or quarterly based upon the terms of the client.
As long as the investor stays in the mutual fund we are eligible to earn this revenue.



J.H. DARBIE & CO., INC.
NOTES TO FINANCIAL STATEMENT
MARCH 31, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Revenue Recognition (Continued)

Fee income

The Company receives various fees from the clearing firm which includes amounts charged for processing of securities
trades and for providing administrative and compliance services. The Company receives the majority of these fees monthly
for satisfying the performance obligations. These fees are recognized as they are earned.

The Company charges fees to the clients for mailings and or processing of trades. When the postage and handling fees are
incurred and paid on behalf of the client by the Company, it triggers the recognition of a receivable and we charge the client
for these fees and record them as income,

Referral income

The Company receives a monthly or quarterly referral fee for its éfforts to introduce potential investment banking clients to
another broker-dealer. In the event there is a successful transaction, the Company will recognize a success fee in connection
with the introduction. Under ASC 606, the quarterly fee is recognized evenly throughout each quarter as the Company is
performing its obligations to make attempts to make introductions. In the event of a successful transaction, the Company
recognizes revenue when the transaction is successfully closed.

Receivables and Contract Balances
Receivables arise when the Company has an unconditional right to receive payment under a contract with a customer and are
derecognized when the cash is recéived. There are no receivable balances as of March 31, 2020.

Contract assets arise when the revenue associated with the contract is recognized prior to the Company’s unconditional right
to receive payment under a contract with a customer (i.c., unbilled receivable) and are derecognized when either it becomes a
receivable or the cash is received. Contract assets are reported in the statement of financial condition. As of March 31, 2019
and as of March 31, 2020, contract asset balances were $0.

Contract liabilities arise when customers remit contractual cash payments in advance of the Company satisfying its
performance obligations under the contract and are derecognized when the revenue associated with the contract is
recognized when the performance obligation is satisfied. As of March 31, 2019 and as of March 31, 2020, there were no
contract liabilities. ‘

Income Taxes

- When applicable Company accounts for income taxes under the liability method, which requires the recognition of deferred
tax assets and liabilities for the expected future tax consequences of events that have been included in the financial
statements. Under this method, deferred tax assets and liabilities are determined based on the difference between the
financial statements and tax basis of assets and liabilities using enacted tax rates in effect for the year in which differences
are expected to reverse. The Company files tax returns in the US and states in which it has operations and is subject to
taxation. Tax years subsequent to 2010 remain open to examination by U.S. federal and state tax jurisdictions.

At March 31, 2020, management has determined that the Company had no uncertain tax positions that would require
financial statement recognition in accordance with FASB ASC 740-10 “Accounting for Income Taxes”. This determination
will always be subject to ongoing re-evaluation as facts and circumstances may require. The Company remains subject to
U.S. federal and state income tax audits for all periods.



J.H. DARBIE & CO., INC.
NOTES TO FINANCIAL STATEMENT
MARCH 31, 2020

NOTE 3 - NET CAPITAL REQUIREMENTS:

The Company is subject to the SEC Uniform Net Capital Rule (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.
Rule 15¢3-1 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 March 31, 2020, the Company had net capital of $502,998 which was $12,516 in excess of its
required net capital of $50,000. The Company's ratio of aggregate indebtedness to net capital was 37.32 to 1.

NOTE 4 - CONCENTRATION OF CREDIT RISK:

Cash

The Company maintains principally all cash balances in multiple financial institutions which, at times, may exceed the
amount insured by the Federal Deposit Insurance Corporation. The exposure to the Company is solely dependent upon daily
bank balances and the strength of the financial institution. The Company has not incurred any losses on this account. At
March 31, 2020, the amount in excess of insured limits was $0.

Retail customer transactions are cleared through member firms of FINRA on a fully disclosed basis. In the event that
customers default in payment of funds or delivery of securities, the Company may be charged for any loss incurred in
satisfying customer obligations. Additional credit risk occurs if the clearing broker or counterparties do not fulfill their
obligations. The Company regularly monitors the activity in its customer accounts for compliance with margin requirements.

NOTE 5 - DUE FROM BROKER:

The Company clears all securities transactions through clearing brokers. Receivables due to or from clearing brokers are
reconciled monthly and paid in the subsequent month. As a result, the Company considers the amounts due from its clearing
brokers to be fully collectable, and accordingly, no allowance for doubtful accounts has been established. As of March 31,
2020, the clearing firm balance was $189,987.

NOTE 6 - DEPOSIT WITH CLEARING FIRM:

The Company, per the terms of its clearing agreements, is required to maintain restricted security deposits with its clearing
brokers. Such deposits amounts are refundable to the Company upon termination of the agreement. As of March 31, 2020,
the Company maintains deposits with its clearing firms totaling $264,358.

NOTE 7 - COMMITMENTS

Commitment
The Company subleases a facility in New York City on a month-to-month basis. The rent expense for the year ended March
31, 2020 for this space was $271,897.



J.H. DARBIE & CO., INC.
NOTES TO FINANCIAL STATEMENT
MARCH 31, 2020

NOTE 8§ —~ INDEMNIFICATION:

FASB ASC 460, Guarantees, requires the Company to disclose information about its obligations under certain guarantee
arrangements. ‘FASB ASC 460 defines guarantees as contracts and indemnification agreements that contingently require a
guarantor to make payments to the guaranteed party based on changes in an underlying factor (such as an interest or foreign
exchange rate, security or commodity price, an index or the occurrence or nonoccurrence of a specified event) related to an
asset, liability or equity security of a guaranteed party. This guidance also defines guarantees as contracts that contingently
require the guarantor to make payments to the guaranteed party based on another entity's failure to perform under an
agreement as well as indirect guarantees of indebtedness of others. The Company has issued no guarantees at March 31,
2020, or during the 15-month period then ended.

In the normal course of business, the Company indemnifies and guarantees certain service providers, such as clearing and
custody agents, trustees and administrators, against specified potential losses in connection with their acting as an agent of,
or providing services to the Company. The maximum potential amount of future payments that the Company could be
required to make under these indemnifications cannot be estimated. However, the Company believes that it is unlikely it will
have to make material payments under these arrangements. The Company has issued no guarantees at March 31, 2020, or
during the 15-month period then ended.

NOTE 9 - SUBSEQUENT EVENTS:

The Company has evaluated events and transactions that occurred through the date which financial statements were available
to be issued, for possible disclosure and recognition in the financial statements.



