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Report of Independent Registered Public Accounting Firm
To the Sole Member of Sea Otter Securities Group, LLC
Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Sea Otter Securities Group, LLC as
of March 31, 2021, and the related notes (collectively referred to as the financial statement). In our opinion,
the statement of financial condition presents fairly, in all material respects, the financial position of Sea Otter
Securities Group, LLC as of March 31, 2021 in conformity with accounting principles generally accepted in
the United States of America. o

Basis for Opinion

This financial statement is the responsibility of Sea Otter Securities Group, LLC's management. Our .
responsibility is to express an opinion on Sea Otter Securities Group, LLC'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 Sea Otter Securities Group,

LLC in accordance with the U.S. federal securities laws and the applicable rules and regulations of the

Securities and Exchange Commission and the PCAOB. _ o »

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 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 that 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.

We have served as Sea Otter Securities Group, LLC’s auditor since 2018.

Bloomingdale, IL ‘
May 28, 2021
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Sea Otter Securities Group LLC

Statement of Financial Condition
March 31, 2021

ASSETS

Cash

Securities owned, at fair value

Receivable from clearing broker
Unrealized gain on open futures contracts
Investment in Private Operating Company
Prepaid expenses and other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES:

Securities sold, not yet purchased

Due to clearing broker, securities accounts
Unrealized loss on open futures contracts
Accrued bonus

Accounts payable and accrued expenses

TOTAL LIABILITIES

Member's Equity

TOTAL LIABILITIES AND MEMBERS' EQUITY

See accompanying notes to financial statements

2

$ 314,195
617,114,908
76,329,066
1,723,796

- 300,000

' 527,497

$ ~ 311,296,335
178,699,175
70,066,728
300,000

875,684

561,237,022

135,071,540 -

$ 696,309,462



Sea Otter Securities Group LLC

Notes to Financial Statements
For the Year Ended March 31, 2021

1. Organization and Nature of Business

Sea Otter Securities Group, LLC (“Company”), a Delaware limited liability company wholly-owned by Sea
Oftter Holdings LLC (“Parent”), is a registered broker-dealer in securities under the Securities. Exchange.
Act of 1934 and is a member of the New York Stock Exchange (“NYSE"). The Company commenced
operations on July 27, 2015. The Company is engaged in proprietary trading and making markets in
various types of securities. Equity securities, inclusive of ETFs, are traded on the ARCA exchange The
Company also takes hedge positions in futures, options, and swaps.

The Company does not hold funds or securities for customers and does not carry accounté for
customers. :

2. Summary of Significant Accounting Policies

Basis of Accounting

The financial statements are prepared using the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America. Revenue is recognized when
eamed, while expenses and losses are recognized when incurred.

Cash and Cash Equivalents
The Company maintains its cash balance at a financial institution. At times, the amourit on deposit at
this institution may exceed the maximum balance insured by the Federal Deposit Insurance Corpora_tlon :

The Company's cash is held principally at one financial institution and at times may exceed federally
insured limits. The Company has placed these funds in a high quality institution in order to minimize risk
relating to exceeding insured limits.

Furniture and Equipment

The Company, under its capitalization policy, evaluates the materiality of fumlture and equipment when. . .

purchased. All items deemed to be immaterial are expensed when purchased. The Company did not
purchase any additional fixed asets during the fiscal period.

Use of Estimates :
The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates and assumptions that affect the -

reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities as of the
date of the financial statements and the reported amounts of revenue and expenses during the repomng
period. Actual results could differ from those estimates.



Sea Otter Securities Group LLC

Notes to Financial Statements
For the Year Ended March 31, 2021

Income Taxes

The Company is a single member limited liability company disregarded for income tax ‘purposes. The
Parent is individually responsible for income taxes that result from the Company’s operatlons ‘Therefore,
no provision for federal, state, or local income taxes is included in the accompanying financial
statements.

Tax laws are complex and subject to different interpretations by the taxpayer and taxing authorities.
Significant judgment Is required when evaluating tax positions and related uncertainties. Future events
such as changes in tax legislation could require a provision for income taxes. Any such: changes could
significantly affect the amounts reported in the Statement of Operations.

Management is responsible for determining whether a tax position taken by the Company is more likely
than not to be sustained on the merits. The Company has not recognized in these financial statements
any interest or penalties related to income taxes, and have no material unrecognized tax benefits. Years
2018 through 2020 are still subject to examination. There are currently no income tax retums under
examination.

Revenue Recognition - ASC 606

The Company recognizes income from trading activities on a trade date basis, and unrealized gains and
losses are reflected in revenues. For the period ended March 31, 2021, income from tradmg activities -
earned by the Company amounted to $150,355,358 .

Interest income and expense and stock rebates are accounted for on the accrual baSIs Diwdend income
and expense is accounted for as of ex-dividend date.



Sea Otter Securities Group LLC

Notes to Financial Statements
For the Year Ended March 31, 2021

3. Fair Value

The fair value of the Company’s assets and liabilities which qualify as financial 'instrum,en_ts in’
accordance with US GAAP approximate the camrying amounts presented in the Statement of Financial
Condition.

The Company carries its securities owned and sold short at fair value. US GAAP establishes a hiérarchy
for inputs used in measuring Fair value that maximizes the use of observable inputs and minimizes the
use of unobservable inputs. Observable inputs are inputs that market participants would use in pricing
the investment based on available market data. Unobservable inputs are inputs that reflect the
Company’s assumptions about the facts market participants would use in valuing the Investment based
on the best information in the circumstances.

The fair value hierarchy is categorized into three levels based on the inputs as follow:

Level 1) Valuations based on unadjusted quoted priced in active markets for identical investments.

Level 2) Valuations based on (a) quoted prices in markets that are not active; (b) quoted prices for
similar investments in active markets; (c) inputs other than quoted prices that are observable or inputs
derived from or corraborated by observable market data correlation or otherwise.

Level 3) Valuations based on inputs that are unobservable, supported by little or no market actlvrty, and
significant to the overall fair value measurement.

An asset or liability's level within the fair value hierarchy is based on the lowest level of ahy input that is
significant to the fair value measurement.

The availability of observable inputs can vary from financial instrument to financial instrument and is
affected by a wide variety of factors, including, for example the type of product, whether the product is
new and not yet established in the marketplace, the liquidity of markets, and other characteristic's
particular to the transaction. To the extent that valuation is based on models or inputs that are less
observable or unobservable in the market the determination of fair value requires more judgment.
Accordingly, the degree of judgment exercised by the management in determining fair value Is greatest
for instruments categorized in Level 3.

The fair value of the Company’s assets and liabilities which qualify as ﬁnanclal instruments in
accordance with US GAAP approximate the carrying amounts presented in the Statement of Financial
Condition, due to their short term nature.

Fair values for exchange traded derivatives, principally futures and certain options, are based on qudted
market prices. Fair values for over the counter derivative financial instruments, principally forwards,
options, and swaps, are based on pricing models as no quoted market prices exist for such instruments.

The inputs used to measure fair value may fall into different levels of the fair value hrerarchy In such

cases, for disclosure purposes, the level in the fair value hierarchy within which the fair value ’
measurement falls in its entirety is determined based on the lowest level input that is significant to the

fair value measurement entirety. The Company’s assessment of the significance of a particular input to

the fair value measurement in its entirety requires judgment and considers factors specific to the

investment.



Sea Otter Securities Group LLC

Notes to Financial Statements
For the Year Ended March 31, 2021

3. Fair Value (contlnued)
US GAAP requires disclosure of the estimated fair value of certain financial instruments and the

methods and significant assumptions used to estimate their fair values. Financial mstruments within the

scope of these disclosure requirements are included in the following table. Certain ﬁnanctal instruments
that are not carried at fair value on the Statement of Financial Condition are carried at amounts that
approximate fair value due to their short-term nature and generally negligible credit risk. These
instruments include cash, due from brokers, prepaid expenses and other assets, due’ from affiliates,
clearing deposit, due to broker, due to affiliates, and accounts payable.

The following table presents the carrying values and estimated fair values at March 31, 2021 of financial
assets and liabilities. The information is provided on their classification within the fair value hierarchy.

Level 1 Level 2 " Level 3

Assets
Securities, at fair value
Equities 450,471,040 - o -
Investment in Private Operating Company - - ’ 300,000
Derivative contracts
Options 166,643,867 -
Total Securities, at fair value 617,114,907 : - -300,000
Liabilities
Securities sold not yet purchased SR
Equities _ 200,498,745 o -
Derivative contracts : '
Options 110,797,589 -
Total Securities sold not yet purchased, at fair value 311,296,334 - o -
Futures contracts* (68,342,931)
Investments in Securities

The Company values investments in securities that are freely fradeable and are Irsted on a national
securities exchange at their last sales price as of the date of determination. ETFs that are freely
tradeable and are listed on a national stock exchange are included in securities, at farr value, and
securities sold not yet purchased for fair value hierarchy presentation.

To the extent securities are actively traded and valuation adjustments are not apphed they are
categorized in Level 1 of the fair value hierarchy, otherwise the securities are categorized as level 2.

Options Contracts ‘ '
The fair value of options which are listed on major securities exchanges are valued at the mrdpornt of the
bidfask spread at the close of business. To the extent options are actively traded and valuation
adjustments are not applied, they are categorized in Level 1 of the fair value hierarchy, otherwise the
options are categorized as {evel 2. S

Future Contracts
Gains and losses from futures contracts are included in commodities trading revenue in the Statement of
operations. Futures contracts include futures related to foreign currencies and equity prices.

Futures contracts traded on an exchange or board of trade will be valued at the ofﬁcral daily settlement -

price on such exchange or board of trade.

Total.

450,471,040

300,000

166,643,867
617,414,907

200,498,745

110,797,589
311,296,334

(68,342,931)



Sea Otter Securities Group LLC

Notes to Financial Statements
For the Year Ended March 31, 2021

Investment in Private Operating Company

The Partnership's investments in private operating companies consist of direct :private equity -
investments. The transaction price, excluding transaction costs, is typically the Partnership’s -best
estimate of fair value at inception. When evidence supports a change to the carrying value from the
transaction price, adjustments are made to reflect expected exit values. Ongoing reviews by Partnership -
management are based on an assessment of each underlying investment, incorporating valuations that .
consider the evaluation of financing and sale transactions with third parties, expected cash: flows and
market-based information, including comparable transactions, and performance muiltiples, among other
factors. These nonpublic investments are included in Level 3 of the fair value hierarchy.

The following table presents additional information about Level 3 assets and liabilities measured at fair
value. Both observable and unobservable inputs may be used to determine the fair value of positions
that the Partnership has classified within the Level 3 category. As a result, the unrealized .gains and
losses for assets and liabilities within the Level 3 category may include changes in fair value that were
attributable to both observable (e.g., changes in market interest rates) and unobservable (e.g., changes
in unobservable long-dated volatilities) inputs. Changes in Level 3 assets and liabilities measured at fair
value for the period ended March 31, 2021: .

Level 3
Change in net
e valueof
Beginning Realized & Purchases Net Transfers : Ending Investments
Balance, April  Unrealized Salesand  in and/or (Out)  Balance, March - still held at
1, 2020 Gains (Losses) Settiements of . 31,2021 March 31, 2021
Assets (at fair value) L :
Investment in Private Operating Company $ 300,000 $ - $ - 8 - °$ © 300000 $ - .
Total Investments in Securities $ 300,000 $ - $ - $ - - § - 300000 $ -




Sea Otter Securities Group LLC

Notes to Financial Statements
For the Year Ended March 31, 2021

Translation of Foreign Currency

Assets and liabilities denominated in foreign currencies are translated into US dollar amounts at the
period end exchange rates. Transactions denominated in foreign currencies, including purchases and
sales of investments, and income and expenses, are translated into US dollars on the transaction date.
Adjustments arising from foreign current transactions are reflected in the Statement of Operations.

The Company does not isolate that portion of the results of operations arising from the effect of changes .
in foreign exchange rates on investments from fluctuations arising from changes in market prices of
investments held. Such fluctuations are included in trading revenue in the Statement of Operations. .

4, Related Party Transactions

Expense Sharing Agreement with Puerto Rico based affiliate

The Company entered into an expense sharing agreement with an affiliate located in Puerto Rico. The
agreement with the Puerto Rican affiliate calls for the Company to reimburse the affiliate $2,500 per '
month rent, and 95% of intemet costs, and 85% of utility costs incurred on behalf of the company. A total
of $42,654 of such reimbursements were included in the Statement of Operations. These payments
were comprised of $30,000 in rent, $3,446 in internet and connectivity expenses, and $2,380 in utility
expenses and $6,829 in office, equipment and travel expenses. None of the 2020/2021 reimbursements

were unpaid at period end and are included in Accounts payable and accrued expenses in the Statement * -

of Financial Condition.

Expense Sharing Agreement with New York based affillate

The Company also leases office space under a lease agreement with an affiliate Iocated in New York.
This agreement calls for the Company to pay $5,000 per month for renting office space in the affiliate's
office. The lease agreement renews automatically each quarter and is able to be terminated by either
party at any time with at least 90 days prior notice. At March 31, 2021, the Company. did not owe any
rent in connection with the lease agreement.



Sea Otter Securities Group LLC

Notes to Financial Statements
For the Year Ended March 31, 2021

5. Financial Instruments and Risk
In the normal course of its business, the Company trades various financial instruments and enters into
various financial transactions where the risk of potential loss due to market risk, currency risk, and credit

risk and other risks can equal or exceed the related amounts recorded. The success of any investment - ..

activity is influenced by general economic conditions that may affect the level and volatlllty of equity,
futures, and options prices and the extent and timing of investor participation in these markets

Market risk represents the potential loss that can be caused by increases or decreases-in the fair value
of investments resulting from market fluctuations. '

Currency risk is the risk that the fair value of an investment will fluctuate because of changes in foreign
exchange rates. Investments that are denominated in a non-U.S. currency are subject to the risk that the
value of a particular currency will change in relation to one or more other currencies. Among the factors
that may affect currency values are trade balances, the level of short term interest rates, differences in
relative values of similar assets in different currencles, long term opportunities for investment and capital
appreciation and political developments.

Credit risk represents the potential Joss that would occur if counterparties fail to perform. pursuant to the
terms of their obligations. In addition to its investments, the Company is subject to credit risk to the
extent a custodian or broker with whom it conducts business in unable to fulfill contractual obligations.

Liquidity risk represents the potential loss that would occur if counterparties fail to perform pursuant to
the terms of their obligations. In addition to its investments, the Company is subject to credit risk to the
extent a custodian or broker with whom it conducts business is unable to fulfili contractual obligations.

Short selling, or the sale of securities not owned by the Company, expose the Company to-the risk of
loss in an amount greater than the initial proceeds, and such losses can increase rapidly and in the case
of equities, without effective limit. There is the risk that the securities borrowed by the Company in
connection with a short sale would need to be returned to the securities lender on short notice. If such
request for return of securities occurs at a time when other short sellers of the subject security are
receiving similar requests, a “short squeeze” can occur, wherein the Company might be compelled, at
the most disadvantageous time, to replace borrowed securities previously sold short with purchases on
the open market, possibly at prices significantly in excess of the proceeds received eadier

Borrowings are usually from securities brokers and dealers and are typically secured by the Company’s
securiies and other assets. Under certain circumstances, such a broker-dealer may demand an
increase in the collateral that secures the Company’s obligations and if the Company is unable to
provide additional collateral, the broker-dealer could liquidate assets held in the account to satisfy the .
Company’s obligations to the broker-dealer. Liquidation in that manner could “have adverse
consequences. In addition, the amount of the Company’s borrowings and the interest rates on those
borrowings, which will fluctuate, could have a significant effect on the Company's profitability.

hor



Sea Otter Securities Group LLC

Notes to Financial Statements
For the Year Ended March 31, 2021

5. Financial Instruments and Risk (continued)
While the use of certain forms of leverage, including margin borrowings, can substantially improve the

return on invested capital, such use may also increase the adverse impact to which the‘por'tfolio of the -~ ‘

Company may be subject.

The Company may purchase and sell options on securities and currencies on national and international
exchanges. Exchange traded options are generally closed by cash settlement, expiration, or a- closing
transaction. In entering into a closing transaction, the Company may be subject to the risk of loss to the
extent that the premium paid exceeds the premium received in the closing transaction. In addition, the
comrelation between option prices and the prices of underlying securities may be imperfect and the
market for any particular option may be illiquid at a particular time. .

The Company invests in futures. Substantially all trading in futures has as its basis a contract to s
purchase or seli a specified quantity of a particular asset for delivery at a specified time, although certain
financial instruments, such as market index futures contracts, may be settled only in cash based on the
value of the underlying composite index. Futures trading involves trading in contracts for future delivery
of standardized, rather than specific, lots of particular assets.

Futures prices are highly volatile. Price movements for the futures contracts which the Company may
frade are influenced by, among other things, changing supply and demand relationships, government,
trade, fiscal, and economic events, and changes in interest rates. Governments from time to time
intervene, directly and by regulation, in certain markets, often with the intent to influence prices directly.

The open positions must be “marked to market” daily, requiring additional margin depositfs if the position
reflects a loss that reduces the Company’s equity below the level required to be maintained and
permitting release of a portion of the deposit if the position reflects a gain that results in excess margin

equity.

Derivative Contracts

in the normal course of business, the Company utilizes derivative contracts in connection with its trading
activities. Investments in derivative contracts are subject to additional risks that can result in a loss of all
or part of an investment. The Company’s derivative activities and exposure to derivative contracts are
classified by the following primary underlying risks: foreign currency exchange rate risk-and equity price
fluctuation risk. :

Options : .
The Company is subject to equity risk in the normal course of pursuing its investment objectives. The
Company may enter into options to speculate on the price movements of the financial instrument,
commodity, or currency underlying the option, or for use as an economic hedge against certain positions
held by the Company. Options purchased give the Company the right, but not the obligation, to buy or
sell with a limited time, a financial instrument, commodity or currency at a contracted price that may also
be settled in cash, based on differentials between specified indices or prices. -

Options written obligate the Company to buy or sell within a limited time, a financial instrument, -
commodity or currency at a contracted price that may also be settled in cash, based on differentials
between specified indices or prices. When the Company writes an option, an amount equal to the
premium recelved by the Company is recorded as a liability and is subsequently adjusted to the current .
fair value of the option written. Options written by the Company may expose the Company to market risk
of an unfavorable change in the financial instrument underlying the written option.

For some OTC options, the Company may be exposed to counterparty risk from the potential that a
seller of an option does not sell or purchase the underlying asset as agreed under the terms of the
option contract. The maximum risk of loss from counterparty risk to the Company is the fair value of the
contracts and the premiums paid to purchase its open options. In these instances,. the: Company .
considers the credit risk of the intermediary counterparty to its option transactions in evaluating potential .
credit risk. : : .
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Sea Otter Securities Group LLC

Notes to Financial Statements
As of and for the 12 Months Ended March 31, 2021

Futures .
The Company is subject to equity price and foreign currency exchange rate risk in the normal course of
pursuing its investment objectives. The Company may use futures contracts to gain exposure to, or
hedge against, changes in the fair value of equities and ETFS, or other futures contracts. A futures
contract represents a commitment for the future purchase or sale of an asset at a specified price on a’
specified date.

The purchase and sale of futures contracts requires margin deposits. Subsequent paYments (variation
margin) are made or received by the Company each day, depending on the daily fluctuations in the value
of the contract, which are recorded as unrealized gains or losses by the Company at March 31, 2021.

)’

Swaps
The Company may enter into various swap contracts (or swaps), including equity swaps as part of its
investment strategies, to hedge against unfavorable changes in the value of investments. Generally, a

swap contract is an agreement that obligates two parties to exchange a series of cash flows at specified
intervals based upon or calculated by reference to changes in specified prices or rates:for a specified

notional amount of the underlying assets. The payment flows are usually netted against each other with

the difference being paid by one party to the other.

During the term of the swap contract, changes in value are recognized as unrealized gains or losses by
marking the contracts at fair value. Additionally, the Company will record a realized gain (loss) when a
swap contract is terminated and when periodic payments are received or made at the end of each
measurement period. In addition to realized gains (losses) and the change in unrealized.gains (losses),
periodic interest expense and/or income will be also reflected in net realized gain (Ioss) on swap
contracts on the Statement of Operations. .

The fair value of open swaps, reflected on the Statement of Financial Condition as unrealized gain (loss)
on swap contracts, may differ from that which would be realized in the event the Company-terminated its
position in the contract. Risks may arise as a result of the failure of the counterparty to the swap contact
to comply with the terms of the swap contract. The loss incurred by the: failure of a counterparty is
generally limited to the aggregate fair value of swap contracts in an unrealized gain position as well as
any collateral posted with the counterparty. The risk is mitigated by having a master netting arangement
between the Company and the counterparty and by the posting of collateral by the counterparty to the
Company to cover the Company's exposure to the counterparty. The Company considers the
creditworthiness of each counterparty to a swap contract in evaluating potential credit risk. Additionally,
risks may arise from unanticipated movements in the fair value of the underlying investments. -

Swap contracts are “reset” monthly, which involves subsequent payments made or received by the
Company, to reflect appreciation or depreciation in the swap contract. Futures may reduce the fund's
exposure to counterparty risk since futures contracts are exchange traded. The - exchange's
clearinghouse acts as the counterparty to all exchange traded futures, and guarantees the futures
against default.

11



Sea Otter Securities Group LLC

Notes to Financial Statements
For the Year Ended March 31, 2021

Impact of Derivatives Contracts on the Statement of Financial Condition and Statement of Operations
The following table details the open derivatives positions, value present included in the statement of
financial condition, and number of contracts, as of March 31, 2021, categorized by pnmary undeﬂymg
risk:

Derivative Number of Derivative Number of

Primary Underlying Risk Assets contracts Liabilities contracts
Equity 1,723,796 430 70,066,728 - -8,921
Equity - - (243,848) 1
Equity 166,643,867 152,270 110,797,580 101,531

$ 168,367,663 152,700 $ 180,620,470 110,453

Subject to master netting arrangements, the swap reset payable is included in due from broker, both on
the Statement of Financial Condition.

Trading gains and losses from futures and options on futures are included in Commodities trading
revenue on the Statement of Operations. Profits and losses from Swap products for the period April 1,
2020 to March 31, 2021 were $678,043, which is included in Trading revenue on the Statement of
Operations.

The following table details notional amounts of derivatives positions open at March 31, 2021:

Long Exposure Short Exposure
Notional Number of Number of
Amount contracts Notional Amount contracts
Futures 247,663,426 3,512 345,384,712 5,839
Swaps 4,963,550 1 - IR
Options 166,643,867 152,270 110,797,590 101,531
$ 419,270,843 155,783 $ 456,192,302 107,370

12



Sea Otter Securities Group LLC

Notes to Financial Statements
For the Year Ended March 31, 2021

6. Due to/from Broker
The Company clears its proprietary and market making trades through multiple clearing brokers

All of the Company’s assets and liabilities held at each Clearing Broker are subject to a master netting
arrangement. The master netting arrangement allows each Clearing Broker to transfer amounts between
different accounts at that Clearing Broker to satisfy margin requirements. : :

Due from broker includes the following:

Net cash credit balances with brokers $ 76,329,066

$ 76,329,066
Due to broker includes the following:

Net cash debit balance with the Clearing broker $ (178,699,175)

$ (178,699,175)

Cash and securities are maintained on deposit with the Clearing Broker, which represents the minimum
balance required to be maintained in order to utilize its services. These balances are presented net
(assets less liabilities) across balances with the Clearing Broker. As part of the Company's relationship
with one of its Clearing Brokers, the Company invested $50,000 in preferred shares of the Clearing
Broker, pursuant to a Joint Back Office Agreement. The preferred shares are subject to redemption
restrictions. The preferred shares are included in other assets in the Statement of Financial Condition.

7. Offsetting Assets and Liabilities

The Company is required to disclose the impact of offsetting assets and liabilities presented in the
Statement of Financial Condition to enable users of the financial statements to evaluate the effect or
potential effect of netting arrangements on its financial position for recognized assets and liabilities.
These recognized assets and liabilities are financial instruments and derivative instruments that are
either subject to an enforceable master netting arrangement or similar agreement or meet the following
right of set off criteria: the amounts owed by the Company to another party are determinable, the
Company has the right to set off the amounts owed with the amounts owed by the other party, the
Company intends to set off, and the Company's right of set off is enforceable at law. '

As of March 31, 2021 the Company holds derivative instruments that are eligible for offset in the
Statement of Financial Condition and are subject to a master netting arrangement. The master netting
arrangement allows the counterparty to net applicable collateral held on behalf of the Company against
applicable liabllities or payment obligations of the Company to the counterparty. These arrangements . -
also aflow the counterparty to net any of its applicable liabilities or payment obligations they have to the
Company against any collateral sent to the Company.

The following table provides disclosure regarding the potential effect of offsetting of recogmzed liabilities
presented in the Statement of Financial Condition:

Net Amounts Of ‘Gross Amounts Offset
Gross Amounts Offset Recognized liabilities Presented In the Statement

Presented In the Presented In the of Financial Condition
Gross Amount of Statement of Financial Statement of Financial Cash Net
Description Recognized Liabilities Condition Financial Condition Instruments Collateral ~ Amount
Derivative Contracts '
Swaps $ - 3 - 8 - 3 - 8 - 8 -
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8. Recent Accounting Pronouncements

In June 2016, the FASB issued Accounting Standards Update "ASU" No. 2016-13, Financial Instruments
- Credit Losses (Topic 326). The ASU introduces a new credit loss methodology, Current Expected
Credit Losses (CECL), which requires earlier recognition of credit losses, while also providing additional
transparency about credit risk. Since its original issuance in 2016, the FASB has issued several updates
to the original ASU. The CECL methodology utilizes a lifetime “expected credit loss” measurement
objective for the recognition of credit losses for loans, held-to-maturity securities and other receivables at
the time the financial asset is originated or acquired. The expected credit losses are adjusted each
period for changes in expected lifetime credit losses. The methodology replaces the multiple existing
impairment methods in current U.S. GAAP, which generally requires that a loss be incurred before it is

recognized.

For financial assets measured at amortized cost, the Company has concluded that there: ére de minimus
expected credit losses based on the nature and contractual life or expected life of the financial assets

and immaterial historic and expected losses. On April 1, 2020, the Company adopted Topic. 326 using - -

the modified retrospective approach for all in-scope assets, which did not result in an adjustment to the
opening balance in retained eamings.

9. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital 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 800% in the first year of operations, and
1500% in every year thereafter. At March 31, 2021, the Company had net capital of $70,548,524 which
was $69,548,521 in excess of its required net capital of $1,000,000. The Company's aggregate )
indebtedness to net capital ratio was 1.67%. :

10. Coronavirus Disease 2019 ("Covid-19 Pandemic")

The Company continues to monitor the effects of the COVID-19 Pandemic both on a national level as
well as regionally and locally and is responding accordingly. In addition, we continue to provide frequent
communications to employees, and regulators. in early March 2020, some employees began to work
remotely with only "essential” employees reporting to the office. The Company accomplished this by
significantly expanding the use of technology infrastructure that facilitates remote operations. To date,
there have been no significant disruptions to the Company's business or control processes as a result of
the effects of the COVID-19 pandemic. Recent outbreaks in various states indicate that COVID-19 will
continue to impact the economy, the Company is continuously assessing the impacts of the pandemic
on its business and financial results. .

11. Subsequent Events

The Company has evaluated events and transactions that occurred between April 1, 2021 ‘and May 28,
2021, which is the date the financial statements were available to be issued, for possible. disclosure and
recognition in the financial statements. In the months of April and May 2021, the Company did not
receive any capital infusions and did withdraw capital in the amount of 16,900,000.

On April 13th, 2021, the Company submitted a Letter of Acceptance, Waiver, and Consent ("AWC") to
the NYSE in relation to a routine and periodic examination of the Company by FINRA. In the AWC the
Company does not admit nor deny findings that the Company incorrectly computed its net capital which
led to net capital deficiencies that occured in 2018 and 2019. As a result, the Company agreed to
payment of a $150,000 fine relating to this matter. As of the issuance of these financial statements the -

examination is still ongoing.
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