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@ MOSSADAMS

Report of Independent Registered Public Accounting Firm |

To the Shareholder
Jiko Securities, Inc.

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition-of Jiko Securities, LLC {the
Company) as of June 30, 2019, that is filed.pursuant to Rule 17a-5 under the Securities Exchange
Act of 1934, and the related notes (the financial statlement). In our opinion, the financial statement
presents fairly, in all material respects, the financial position of the Company as of June 30, 2019, in
confarmity 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. Qur responsibility is to
express an opinion on the Company's 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 in accordance wilh the 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 of material misstatement, whether due to error or fraud. 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 to 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 our audit provides a reasanable basis for our opinion,

M o 127

San Francisco, California:
August 28, 2019

We have served as the Company's auditor since 2019,



Jiko Securities, In¢.

Statement of Financial Condition
June 30, 2019

ASSETS

Cash

Clearing depaosit

Due from clearing firm
Securities owned
Prepaid axpenses

TOTAL ASSETS

LIABILITIES AND STOCKHOLDER'S EQUITY
UABILITIES
Accounts payatle and accrued expenses

Payable to affiiate
Payable to customers

TOTAL LABILITIES

Stockholder's Equity

Capital stock (1,000 shares authorized, issved and outstanding at $.0001 par valua}

Additional paid in capital
Retained deficit

TOTAL STOCKHOLDER'S EQUITY

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

The accompanying nates are an integral pant of this financial statement

2

$ 623,677
250,261
858,451
31,314

825

$ 995529
5 42,685
35,000

1,495

79,180

1,541,425
__(B25.076)

916,349

$ 985529




Jiko Secunties, Inc.

Notes to Financial Statement
June 30, 2019

1. Organization and Nature of Business

Jiko Securities, Inc, (the “Company”) was incorporaled in the state of Delaware on January 4, 2017, The Company is
a wholly owned subsidiary of Jiko Group, Ine. (the Pareni). The Company Is a non-Introducing broker dealer
registered with the Securities and Exchange Commission ("SEC') and is registered with the Financial Industry
Regulatory Authority ("FINRA”). The Company buys and holds defined U.S. Treasury notes on an omnibus basis for
its customers and is nct expecied to catry any other type of securities. The Company received approval of the
regulatory authorities on August 20, 2018. Tha Company began substantiel aperations in January 2019,

2. Summary of Significant Accounting Policies

a) Basls of Presentation
This financial statement has been prepared In accordance wilh accounting principles generally accepted In the
Unitéd States of America ("US GAAP7).

b) Cash and Cash Equivalents and Concentratlons of Credit Risk

The Company considers money market funds and gll investments purchased with an criginal maturity of three
months or !ess-{o be cash equivalents. The Company’s cash is held at one finandal institution which is insured by
the Federal Deposit insurance Corporation and &t times may exceed: federally insured limits. The Campany has not
experienced losses in such Bccounts and believes it is not subject to any significant credit risk on cash,

¢} Income Taxes
The Company's method of accounting for incoma taxes conforms with FASB ASC 740,

At June 30, 2019, the Company has federal and state nel operating lass (NOL) camryforwards of approximately
$119,452 and $56,257, respectively. The federal NOL camyforwards do not explre, but may only be vused to offset
80% of future taxable income and the amount of NOLs generated. Camyforwards of NOLs are. subject to possible
limitaticn should a change in ownership occur, as defined by Intemal Revenue Coca Section 382, The annua!
limitation may rasult in the expiration of theé NOL camyforwards before utilization. Management assessed the
recoverability of NOLs and determined that a full valuation allowanca was required of ke amounts as of June 30,
2019. :

This methed requires the recognition of deferred tax assels and figbilittes for the expecied future tax considerations
of temporary differences between the financial reporting basis and tax basis of assets and liabilities. Managemeni
regularly assesses the liketihood that any deferred tax assets will be recovered from future taxable income. To the
extent managment believes that it is mare likely than not a deferred tax asset will not be realized, a valuation
aflowance is established.

The Company’s federal and state income tax retums are subject to possible examination by the tax authorities untt
the expiration of the relaled statute of imitations of those tax retums. In general, tax returns have a three year
statute of imitations, The Company's-tax returns since inception remaln open o review by the appropriate
jurisdictions. There were no uncertain positians as of June 30, 2019.




Jiko Securities, Inc.

Notes to Financial Statement
June 30, 2019

d) Use of Estimaltes

Tha preparation of financial statements in confarmity with US GAAP requires management to make estimales and
assumptions that affact the reportted amounts of assets and liabilites and conlingent assets and Fabllitios at the date
of the financia! statements, and the repdrted amounts of revenue and expenses during the reporting period, Actual
results could differ from those estimates.

g} Accounts Receivable and Allowance for Doubtful Accounts
As of June 30, 2019, the Company had no cutstariding receivables from customers.

3. Valuation of Investments [n Securitles, at Fair Value
Fair value ts doefined as the price that would be received to sell an asset or paid o transfer a lability (i.e., the "exit
price”) in an orderly transaction between market panticipants at the measurement date.

In determining fair valua, lha Company uses various valuation techniques. A fair value hierarchy for inpuls is used in
meastring falr value that maximizes the use of gbservable inpuls and minimlzes the use of unchservable inputs by
requiring that the most observable inputs are to be used when available,. Valuation techniques that are consistent
with the market or income approach are usad ta measure fair value. The falr valua hierarchy is categorized into three
levels based on the inputs as follows:

Level 1 — Valuations based on unadjusted quoled prices in active markets for identical assets or Eabilities that the
Company has the ability to access.

Level 2 - Valuations based inputs, other than quoted prices included in Level 1, that are observable either directly or
indirectly.

Level 3 —Valuations based on inputs that are uncbservable and significant to the overall fair value measurement.

The avadabifity of valuation techniques and chservable inputs can vary from security to security and is affected by a
wide variety of factors ingluding, the type of security, whether the security is new and not yet established in the
marketplace, and other characteristics particular to the transaction. To the extent that valualion is based on models
or inputs that are less observable or unabservable In the market, the determination of fair value requires more
judgment. Those estimated values do not necessarily represent the amounts that may be ultimately realized due to
the occurrence of future circumstances that cannot be reascnably determined, Because of the inherent uncertainty
of valuation, those estimated values may be materially higher or lower than the values that would have been used
had a ready marke! for the securities existed. Accordingly, the degree of judgment exercised by the Company in
determining fair value is greates! for securities categorized in Level 3. In certain cases, the inputs used to measure
fair value may fall into different levels of the fair value hierarchy. In such cases; for disclosure purposes, the level in
the fair value hierarchy within which the falr value measuremeant in'its entirety falls is determined based on the lowest
level input that is significant to the fair valua measurement.

Fair value is.a market-based measure considered from the perspective-of a market participant rather than an entity-
specific measure. Therefore, even when markel assumplions are not readily available, the Company's own
assumptions are set to reflect those that market patlicipants would use in pricing the. asset ar lkabllity al the
measurement date. The Company uses prices and inputs that are current as of the measurement date, including
periods of market dislocation. In periods of market dislocation, the obsenvability of prces and inputs may be reduced
for many investments.

As of Juna 30, 2018, the Company possessed $31,314 in U.S. government backed Treasuries (Level 1).



Jiko Securities, inc.

Notes to Financial Stalement
June 30, 2019

4. Clearing Daposit and Due From Clearing Flem

The Company, per the terms of its clearing agreement, Is required to.maintain a reskricted security deposit with its
clearing brokes. Such depasil amounts are refundable to the Company upon temmination of the agreement. The
Company cléars securilies transactions through ils clearing broker. Receivables due to or from ils clearing broker
are recondiled monthly and paid in the subsequent month. The Company is required to keep a deposit of $250,000
at alt imes. As of June 30, 2019, the clearing firm balance was $371,026, which was comprised of $339,712 of cash
and $31,314 of U.S. Treasuries.

5. Commitments & Leases ]

In January 2016, the FASB issued ASt.2016-02, Topic B42, Leases. Also, in July 2018, the FASB Issued ASU 2018
10, Codification Improvements to Leases. Thesa standards require the recognition of lease assets and lease
liabilities by | for those | previously classified as operating leases under previous U.S. GAAP, The lease
asset would reflect a righi-to-use asset and the leass fability would reflect the present value of the future fease
payments. ASU 2016-02 is effective for fiscal years beginning afler December 15, 2018 and a modified retrospective
transition approach is required where companias will have {o recognize and measure leases at the beginning of the
earliest period presented. The Company has performed an asSessment of ASU 2016-02. As of July 1, 2018, the
Company has-an expensa sharing arrangement with its Parent, whereby the Parent allocates a percentage of the
overall rent expense to the Company based upon occupancy. The Company does not possess control over any right
to use assets or lsase agreements. As such, the Company does not have an obligation to record a right to use
asset or an offsefting lease cbligation, There will be na impact to the Company’s net capital.

6. Off Balance Sheet Credit Risk
Pursuant o a clearing agreement with APEX Clearing Corporation ("APEX"), tha Company introduces all of its
securities transactions to APEX ¢n an omnibus basis.

Under certaln conditions, as defined in the omnibus clearing agreement, the Company has agreed to indemnify
APEX for losses, if any, which it may sustain from carrying securities transactions introduced by the Company. In
accordance with industry practices and regulatory requinements, the Company and clearing broker monitor collaters!
con the Company's securities transactions and the comesponding recelvables from tha clearing broker comply with
the provisions of the clearng agreement,

The Company is dependent on'technology and staffing provided by the Parent and its operations may be affected by
the economic performance of the Parent.

The Company Is subject to market risk associated with any pains and losses on seamnes in the omnibus account
based on market pricing when customers initiate sell orders in their accounts,

7. indemnifications

In the normal course of its business, the Company indemnifies and guarantees certain service providers against
specified potential losses in conneciion with their acting as an agent of, or providing services to, the Comigany. Tha
maximum potential amount of future payments that the Company could be required to make under thess
indemnifications cannot ba estimated. Howaver, the Company beligves that it is unfikely it will have {o make material
payments under thesa arangements. and has nol recorded any contingent llability Tnv the finandlal statements for
thess indemnifications. '

The Company providas representations and wamanties to counterparties in connection with a variety of commercial
transactions and occasionally indemnifies them against potential losses caused by the breach of those
representations-and wamanties. The Company may also provide standard Indemnifications lo some counterparties o
protect them in the event additionat taxes are owed or payments are withheld, due either to a change in or adverse
application of centaln tax laws. These.Indemnifications generally are standard contractus! terms and are entered into
in the normal course of business, The maximum patential amount of future payments that the Company could be
required to make under these indemnifications cannol be estimated. However, the Company believes that # is
untikely it will have to make malerial payments under these arrangements and has nol recorded any contingent
liabdiity in the financial stalements for these indemnifications.

S




Jiko Securitigs, Inc.

Notes to Financial Statement
June 30, 2019 j

8, Refated Party Transactions

The Company has entered into an expense sharing agreement with Jike Technclogies, an affiliate of the Company.
The terms of the -expense sharing agreement are thal any expenses paid on behalf of the Company, such as !
salafies, rent:and cther various operating expenses ame 1o be repald o the affiliate at-cost. Expenses recorded for
services provided on behat of the Company was $350,000 for the period from inception to June 30, 2019, As of
June 30, 2019, $35,000 was due and payabla to the affilizte.

9. Not Capital Requlrement

The Company is subject to the Securifies and Exchange Commission Uniform Net Capital Rute (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 15to 1 (8 to 1 In the Firm's first year of operations). At June 30, 2019, the
Company had net capitat of $915,210, which was $665,210 In excess.of its’ reqwred net capital of $250,000. The
Company's aggregale indebledness to net capital ratio was 8.65%.




