








 

CIG Securities, Inc. 

December 31, 2019 

Assets 
Cash and cash equivalents 
Accounts receivable 

Statement of Financial Condition 

Receivable from related parties 
Prepaid expenses and other 
Deposits with clearing organization 

Total Assets 

Liabilities and Stockholder's Equity 
Liabilities: 
Accounts payable 
Accrued liabilities 

Total Liabilities 
Stockholder's Equity: 

Common stock, $1 par value - 60,000 shares authorized; 100 shares issued and 
outstanding 

Additional paid-in capital 
Retained earnings 

Total Stockholder's Equity 

Total Liabilities and Stockholder's Equity

$183,941 
2,609 

463,990 
11,704 

100,500 

$762,744 

$ 35,417 
26,725 

62,142 

100 
198,426 
502,076 

700,602 

$762,744 

See accompanying notes to financial statements. 
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CIG Securities, Inc. 

Notes to Statement of Financial Condition 

1 . Nature of Operations 

CIG Securities, Inc. (the "Company"), a subchapter S-corporation, is a broker-dealer registered 
with the Financial Industry Regulatory Authority ("FINRA"), and a member of the Securities 
Investor Protection Corporation ("SIPC"). The Company is a Michigan corporation that is a fully 
owned subsidiary of CIG Capital Advisors (the "Parent"). The Company clears transactions through 
another broker-dealer pursuant to a clearance agreement on a fully disclosed basis. Accordingly, 
the Company operates under the exemptive provisions of the Securities and Exchange Commission 
("SEC") Rule 15c3-3(k)(2)(ii). 

2. Summary of Significant Accounting Policies

Bas;s of Presentatfon 

The financial statements are expressed in United States dollars, and presented in accordance with 
accounting principles generally accepted in the United States of America ("U.S. GAAP"). 

Use of Est;mates 

The preparation of financial statements in conformity with U.S. GAAP requires management to 
make estimates and assumptions that affect certain reported amounts and disclosures. 
Accordingly, actual results could differ from those estimates. 

Cash and Cash Equjvalents 

The Company considers all highly liquid investments with an original maturity of three months or 
less to be cash equivalents. 

Accounts Rece;vable 

The accounts receivable are stated at the amount management expects to collect. Management 
closely monitors outstanding balances and writes off or reduces accounts receivable balances 
when determined necessary, as of year-end. 

Income Taxes 

The Company has elected to be taxed under the provisions of Subchapter-S of the Internal 
Revenue Code, and the Parent company has elected to treat the Company as a qualified 
Subchapter-S Subsidiary. Accordingly, the Company's net income is included in the Parent's 
income tax return. The Company believes that it does not have any uncertain tax positions that 
result in a material impact on the Company's financial position or operations. The Company is no 
longer subject to examination by tax authorities for Federal and state income taxes for periods 
before 2015. 

Revenue RecognWon 

In May 2014, FASB issued ASU 2014-09, Revenue from Contracts with Customers: Topic 606, to 
supersede nearly all existing revenue recognition guidance under U.S. GAAP. ASU 2014-09 also 
requires new qualitative and quantitative disclosures, including disaggregation of revenues and 
descriptions of performance obligations. The Company adopted the provisions of this guidance 
on January 1, 2018 using the modified retrospective approach. The Company has performed an 
assessment of its revenue contracts as well as worked with industry participants on matters of 
interpretation and application and has not identified any material changes to the timing or 
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CIG Securities, Inc. 

Notes to Statement of Financial Condition 

amount of its revenue recognition under ASU 2014-09. The Company's accounting policies did not 
change materially as a result of applying the principles of revenue recognition from ASU 2014-09 
and are largely consistent with existing guidance and current practices applied by the Company. 

i) Adoption of ASC Topic 606, Revenue from Contracts with Customers

On January 1, 2018, The Company adopted ASC Topic 606, Revenue from Contracts with 
Customers ("Topic 606") using the modified retrospective method applied to those contracts 
which were not completed as of January 1, 2018. Results for reporting beginning after January 1, 
2018 are presented under Topic 606, while prior period amounts are not adjusted and continue 
to be reported in accordance with our historic accounting under Topic 605. 

There was no impact to retained earnings as of January 1, 2018, or to revenue for the twelve 
months ended December 31, 2018, after adopting Topic 606, as revenue recognition and timing 
of revenue did not change as a result of implementing Topic 606. 

Revenues are recognized when control of the promised services is transferred to customers, in an 
amount that reflects the consideration the Company expects to be entitled to in exchange for 
those services. Revenues are analyzed to determine whether the Company is the principal (i.e. 
reports revenues on a gross basis) or agent (i.e. reports revenues on a net basis) in the contract. 
Principal or agent designations depend primarily on the control an entity has over the product or 
service before control is transferred to a customer. The indicators of which party exercises control 
include primary responsibility over performance obligations, inventory risk before the good or 
service is transferred and discretion in establishing the price. 

ii) Significant Judgments

Revenue from contracts with customers includes commission income and fees from advisors. The 
recognition and measurement of revenue is based on the assessment of individual contract terms. 
Significant judgment 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. 

iii) Commission Revenue

Commission revenue represents sales comm1ss1ons generated by advisors for their clients' 
purchases and sales of securities on exchanges and over-the-counter, as well as purchases of other 
investment products. The Company views the selling, distribution and marketing, or any 
combination thereof, of investment products to such clients as a single performance obligation 
to the product sponsors. 

The Company is the principal for commission revenue, as it is responsible for the execution of the 
clients' purchases and sales and maintains relationships with the product sponsors. Advisors assist 
the Company in performing its obligations. Accordingly, total commission revenues are reported 
on a gross basis. 
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CIG Securities, Inc. 

Notes to Statement of Financial Condition 

The following table presents our total commission revenue disaggregated by investment product 
category: 

Twelve Months Ended 
December 31, 2019 

Insurance-based products 
College savings plans 529 
Retirement plan 401 k 
12b1 
Other 
Commission Income 

$ 

s. 

251,330 
82,223 
51,365 
39,763 
1 768 

426.449 

The Company generates two types of commission revenue: sales-based commission revenue that 
is recognized at the point of sale on the trade date and trailing commission revenue that is 
recognized over time as earned. Sales-based commission revenue varies by investment product 
and is based on a percentage of an investment product's current market value at the time of 
purchase. Trailing commission revenue is generally based on a percentage of the current market 
value of clients' investment holdings in trail-eligible assets, and is recognized over the period 
during which services, such as on-going support, are performed. As trailing commission revenue 
is based on the market value of clients' investment holdings, this variable consideration is 
constrained until the market value is determinable. 

The following table presents our sales-based and trailing commission revenues disaggregated by 
product category: 

Twelve Months Ended 
December 31, 2019 

Sales-based: 
Insurance-based products 
Total sales-based revenue 

Trailing: 
Insurance-based products 
College savings plans 529 
Retirement plan 401 k 
12b1 
Other 

Total trailing revenue 
Total commission revenue 
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$ 

$ 

245,754 
245,754 

5,576 
82,223 
51,365 
39,763 
1 768 

180 695 
426.449 



 

CIG Securities, Inc. 

Notes to Statement of Financial Condition 

iv) Administrative fees

Administrative fees are based upon an agreement with the Parent Company and cover expenses 
related to both entities, see Related Party Note regarding related party transactions. Other 
income is generated by affiliation-fees charged to advisors and marketing reimbursements. 

v) Distribution Fees

The Company enters into arrangements with managed accounts or other pooled investment 
vehicles (funds) to distribute shares to investors. The Company may receive distribution fees paid 
by the fund upfront, 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 the 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. Distribution fees recognized in the current 
period are primarily related to performance obligations that have been satisfied in prior periods. 

3. Deposits With Clearing Organization

Deposits with clearing organization at December 31, 2019 consist of the following: 

Cash Account $100 500 

The Company clears customer transactions through Pershing LLC, pursuant to the clearance 
agreement in effect. The Company has agreed to indemnify its clearing broker for losses that the 
clearing broker may sustain from the customer accounts introduced by the Company. As of 
December 31, 2019, there were no material unsecured amounts owed to the clearing broker by 
these customers in connection with normal margin, cash, and delivery against payment 
transactions. 

4. Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15c3-1 ), 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 ), or $5,000, whichever is greater. The rule also requires the 
Company to notify and sometimes obtain approval from the SEC and FINRA for significant 
withdrawals of capital or loans to affiliates. As of December 31, 2019, the Company had net 
capital of $224,908 which exceeded the requirements by $219,908. The Company's net capital 
ratio was 0.28 to 1. 
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CIG Securities, Inc. 

Notes to Statement of Financial Condition 

5. Related Party Transactions

The Company has a service agreement with the Parent. The Parent provides all administrative 
office services, and the Company agrees to pay for these office services on a monthly basis. The 
charges for office services for the year ended December 31, 2019 were $34,574 as reported on 
the statement of income. 

Commission expenses of $47,352 were paid to the Parent. 

Receivable from Parent amounts to $77,254 and represents funds owed to the Company for 
commission revenues received by the Parent for the Company net of commission and shared 
services expenses due by the Company to the Parent. 

Receivable from due to CIG Asset Management, a related entity through common ownership, in 
the amount of $386,736, represents costs owed to the Company for clearing expenses charged by 
the clearing broker-dealer. 

Amounts receivable and payable to related parties are non-interest bearing with no fixed terms 
of repayment. 

6. Commitments and Contingencies

The Company may be subject to legal proceedings and claims which arise in the ordinary course 
of business. In the opinion of management, the ultimate outcome of the claims and litigation, if 
any, will not have a material adverse effect on the Company's financial position. 

7. Off-Balance Sheet Risk, Market Risk and Concentration of Credit Risk

Credit risk represents the maximum potential loss that the Company would incur if the 
counterparties failed to perform pursuant to the terms of their agreements with the Company. 

In the normal course of business, the Company facilitates the execution of securities transactions 
on behalf of customers as an agent. If the agency transactions do not settle because of failure to 
perform by either the customer or the counterparty, the Company may be obligated to discharge 
the obligation of the nonperforming party and, as a result, may incur a loss if the market value 
of the securities differs from the contract amount. 

The Company is also subject to credit risk to the extent that the Company's clearing broker may 
be unable to fulfill its obligations either to return the Company's securities held as deposits or 
repay net commissions owed. 

The receivables from the related parties represent a concentration of credit risk. Management 
does not anticipate any losses as a result of this concentration. 

The Company's policy is to monitor its market exposure and counterparty risk. There were no 
losses incurred due to off-balance sheet risk during the year. 
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CIG Securities, Inc. 

Notes to Statement of Financial Condition 

8. Reserve and Possession or Control Requirements

Schedule II - COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS UNDER RULE 

15c3-3 OF THE SECURITIES EXCHANGE ACT OF 1934 

The Company is exempt from the provisions of Rule 15c3-3 under the Securities Exchange Act of 
1934, in that the Company's activities are limited to those set forth in the conditions for 
exemptions appearing in paragraph (k)(2)(ii) of the rule. 

Schedule Ill - INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS UNDER 

RULE 15c3-3 OF THE SECURITIES EXCHANGE ACT OF 1934 

The Company is exempt from Rule 15c3-3 as it relates to possession or control requirements under 
the exemptive provision of (k)(2)(ii) of the rule. 

9. Subsequent Events

Management has evaluated subsequent events through March 13, 2020, the date on which the 
financial statements were available to be issued. Management has determined that there are no 
material events that would require adjustment or disclosure in the financial statements. 
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