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$ 430,853 

50,000 

9,007 

133,064 

  3,948 

$ 626,872 

$ 288,215 

184,753 

  133,064 

 606,032 

   100,000 

 (79,160) 

 20,840 

Statement of Financial Condition 

June 30, 2020  

Assets 

Cash 

Restricted cash 

Commissions and fees receivable 

Lease asset 

Other assets 

Total assets 

Liabilities and Equity 

Liabilities 

Accounts payable 

SBA PPP loan  

Lease liability 

Total liabilities 

Stockholders’ equity 

Common stock 

Accumulated deficit 

Total stockholders' equity

Total liabilities and stockholders’ equity  $     626,872 

The Notes to Financial Statements are an Integral part of these financial statements. 
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Statement of Operations
Year ended June 30, 2020 

Revenue 

Security Commissions $ 169,958

Account supervision 

Other insurance product revenue 

 1,025,099 

  21,133 

Other revenue 2,313 

Total revenue 1,218,203

Expenses 

Salaries and benefits 672,002
Marketing and promotion 6,928 

Office occupancy 78,650 

Office operations and other expenses 86,423 

Professional fees   465,784 

Total expenses 1,309,787
Loss before provision for income taxes and state fees (91,584) 

Provision for state income taxes and fees      800 

Net loss $   (92,384) 

The Notes to Financial Statements are an integral part of these financial statements. 
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Statement of Stockholders’ Equity 

Year ended June 30, 2020 

Common 

Ownership      Retained 

    Amount Earnings Total 

Balance, June 30, 2019 $ 100,000 $        13,224 $ 113,224 

Net loss (92,384) (92,384) 

Balance, June 30, 2020 $ 100,000 $      (79,160)    $ 20,840 

The Notes to Financial Statements are an Integral part of these financial statements. 
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Statement of Cash Flows 

Year ended June 30, 2020 

$  
 (92,384) 

Cash Flows from Operating Activities 

Net loss

Adjustments to reconcile net income to net cash provided by 

operating activities: 

Net change in: 

Receivables 14,748 

Accounts payable and accrued expenses 247,113 

Accrued compensation (326,949) 

Net cash used by operating activities (157,472) 

Cash Flows from Financing Activities 

Proceeds from SBA PPP loan 184,753 

Net cash provided by financing activities 184,753 

Net increase in cash 27,281 

Cash and restricted cash, beginning    453,572 

Cash and restricted cash, ending $    480,853 

Supplemental Disclosures of Cash Flow Information 

$ 800 Income taxes paid 

The Notes to Financial Statements are an Integral part of these financial statements. 
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NOTE 1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

This summary of significant accounting policies is presented to assist the reader in 
understanding and evaluating the financial statements. The preparation of financial 
statements in conformity with 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. 

Nature of Business:  

RJJ Pasadena Securities, Inc (the Company) was formed in California as a corporation on March 

7, 1980 and is a registered broker-dealer as a member of the Financial Industry Regulatory 

Authority (“FINRA”) as well as the Securities and Exchange Commission (“SEC”) and is a 

member of the Securities Investor Protection Corporation (“SIPC”). The Company provides 

investment advisory services for its clients. All client investments are held by a custodial 

brokerage house and the Company does not maintain any type of ownership of the funds it 

invests in on behalf of clients. The Company receives revenues in the form of commissions 

from the brokerage houses that maintain client investments. Most of the Company’s clients 

are located in Southern California. 

The Company operates in one segment in accordance with accounting guidance Financial 
Accounting Standards Board (“FASB”) ASC Topic 280, Segment Reporting. The Chief Executive 
Officer has been identified as the chief operating decision maker as defined by FASB ASC Topic 
280. 

Basis of Accounting and Revenue Recognition: The accompanying financial statements are 

presented on the accrual basis of accounting. 

For sales of securities, other than mutual funds, the Company recognizes commission 

income as of the trade date. Commission and fee income on sales of mutual funds and 

advisory fees are recognized as of the settlement date or are recognized as earned on a 

prorated basis over the period to which the income relates, if that period is longer than 

one month. 

Use of Estimates: The preparation of financial statements in conformity with accounting 

principles generally accepted in the United States of America (U.S. GAAP) requires 

management to make estimates and assumptions that affect the reported amounts of assets 

and liabilities and disclosures of contingent assets and liabilities as of 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. 
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Cash and Cash Equivalents: For purposes of the statement of cash flows, cash equivalents 

include demand deposits, certificates of deposit, and all highly liquid debt instruments with 

original maturities of three months or less. The Company had no cash positions other than 

demand deposits as of June 30, 2020. 

Fair Value of Financial Instruments 

The Company applies the provisions of accounting guidance, FASB Topic ASC 825 that 

requires all entities to disclose the fair value of financial instruments, both assets and 

liabilities recognized and not recognized on the statement of financial condition, for which it 

is practicable to estimate fair value, and defines fair value of a financial instrument as the 

amount at which the instrument could be exchanged in a current transaction between willing 

parties. As of June 30, 2019 the fair value of cash and accounts payable, approximated 

carrying value due to the short maturity of the instruments, quoted market prices or interest 

rates which fluctuate with market rates. 

Income Taxes: 

The Company is a C-Corporation and therefore subject to income taxes in the United States 

of America. Significant judgment is required in evaluating our uncertain tax positions and 

determining the provision for income taxes. In accordance with FASB ASC Topic 740, 

“Income Taxes,” the Company provides for the recognition of deferred tax assets if 

realization of such assets is more likely than not. The Company accounts for income tax 

under the provisions of FASB ASC Topic 740, “Income Taxes”, which requires recognition 

of deferred tax assets and liabilities for the expected future tax consequences of the events 

that have been included in the financial statements or tax returns. Deferred income taxes 

are recognized for all significant temporary differences between tax and financial 

statements bases of assets and liabilities. Valuation allowances, when needed, are 

established against net deferred tax assets when it is more likely than not that some portion 

or all of the deferred tax asset will not be realized. 

The federal and state income tax returns are subject to examination by the IRS and the 

state of California for up to four years from the filing year. 

Concentration of Credit Risk 

The Company maintains its cash deposits in a high credit quality financial institution. Cash 
deposits at this financial institution are insured by the Federal Deposit Insurance Corporation 
(“FDIC”) up to $250,000. Management has evaluated the risk of failure of their financial 
institution and has determined the risk to be minimal. 
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Commissions Receivable 

Commissions receivable are recorded at the amount the Company expects to collect on 
balances outstanding at year-end. Typically, these balances are all collected in the following 
month after earned. 

Recent Accounting Pronouncements: 

On February 2,2016 the Financial Accounting Standards Board ("FASS") Issued Accounting 

Standards Update- ("ASU") No2016-2 Leases (topic 842) to Increase transparency and 

compatibility among organizations by recognizing lease assets and lease liabilities on the balance 

sheet and disclosing key Information about leasing transactions. On July 1,2019 the Company 

adopted ASU 2016-2 and applied the standards to its lease obligation. The application of this new 

lease obligation standard resulted in no adjustment to the opening balance of retained earnings. 

In May 2014, the Financial Accounting Standards Board ("FASS") Issued Accounting 

Standards Update ("ASU") 2014-09, Revenue From Contracts with Customers ("ASU 2014-

09"), which Is aimed at creating common revenue recognition guidance for GAAP and the 

International Financial Reporting Standards ("IFRS"). This new guidance provides a 

comprehensive model for entitles to use in accounting for revenue arising from contracts with 

customers and supersedes most current revenue guidance Issued by the FASB. ASU 2014-

09 also requires both qualitative and quantitative disclosures, Including descriptions of 

performance obligations. 

On July 1, 2018, the Company adopted ASU 2014-09 and all related amendments ("ASC 

606") and applied Its provisions to all uncompleted contracts using the modified retrospective 

basis. The application of this new revenue recognition standard resulted In no adjustment to 

the opening balance of retained earnings. 

NOTE 2. RESTRICTED CASH 

Restricted cash consists of funds the Company is required to maintain with Pershing LLC as 

clearing deposits.  

NOTE 3. RESERVE REQUIREMENTS 

The Company is exempt from the computation for Determination of the Reserve 

Requirements pursuant to SEC rule 1Sc3-l(k)(1) and (k)(2)(ii).
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NOTE 4. NET CAPITAL REQUIREMENT 

The Company is subject to the SEC's net capital rule 15c3·1, which requires the maintenance 
of a minimum net capital of the greater of the minimum dollar requirement of $50,000 or 
6.667% of aggregate indebtedness. As of June 30, 2020, the Company had net capital of 
$111,317 which was $61,317 in excess of its required net capital of $50,000. The company’s 
ratio of aggregate indebtedness to net capital was 3.40 to 1. 

NOTE 5. REVENUE RECOGNITION FROM CONTRACTS WITH CUSTOMERS 

The Company adopted ASC 606, effective July 1, 2019, using the modified retrospective 
method by quantifying and recognizing the cumulative effect (If any) of initially applying ASC 
606 as an adjustment to the opening balance of stockholders' equity and other affected 
accounts at July 1, 2019. The application of this new revenue recognition standard resulted in 
no adjustment to the opening balance of retained earnings. 

Performance Obligations - Revenue from contracts with customers is recognized when, or as, 
the Company satisfies its performance obligations by transferring 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 has obtained control 
over the promised good or service. The amount of revenue recognized reflects the 
consideration of which the Company expects to be entitled in exchange for the 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, bonds, variable annuities, mutual funds, commodities and other 
financial products or services. Commission revenue is recognized on trade date when the 
performance obligation is satisfied. Commission revenue Is paid from the clearing company 
monthly in arrears. Typically, payment Is received within a few days after month end. The 
Company records a receivable from the clearing firm on a monthly basis and reverses the 
receivable when paid. 

Investment Advisory Fees • The Company earns account management fees from providing 
support and services based upon the value of the client assets under management ("AUM"). 
The Company charges these fees, generally based upon a percentage of the AUM, quarterly, 
In advance and recognizes the revenue with the lapse of time. 
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The following table disaggregates the Company's revenue based on the timing of satisfaction 
of performance obligations for the year ended June 30, 2020: 

Revenue from unaffiliated parties 

Revenue from unaffiliated parties comprises security commissions, insurance product 
revenue, and account supervision. Security commission revenue represents the sale of over-
the-counter stock, unit investment trusts, and variable annuities. The revenue earned from the 
sale of these products is recognized upon satisfaction of performance obligations, which occurs 
on the trade date.  

Revenue from the sale of investment company shares consists primarily of the sale of mutual 
fund products and 12b-1 fees related to the management of these assets. Revenue earned from 
the sale of these products is recognized upon satisfaction of performance obligations, which 
occurs on the settlement date. 12b-1 fees are recognized periodically based on average assets 
under management. 

Other insurance product revenue represents the sale of fixed annuities and other life insurance 
products. The revenue earned from the sale of these products is recognized upon satisfaction of 
performance obligations, which occurs on the trade date. The Company also earns revenue from the 
management of fixed annuity assets, which Is recognized monthly, as earned, based on the 
average assets. 
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Account supervision fees are generally  recognized over time as services are rendered and 

are based on either a percentage of the market value of the assets under management, or 

fixed based on the services provided to the client. The Company's execution of these 

services represents its related performance obligations. Fees are calculated quarterly and are 

usually collected at  the beginning of the period from the client's  account  and recognized  

ratably  over the related billing period as the performance obligation Is fulfilled. For fees that 

are fixed based on services provided to the client, the Company recognizes revenue when its 

performance obligations are satisfied. 

Other  revenue 

Other revenue is comprised of interest income and other non-contract related fees.  All other 

revenues do not fall under the scope of ASC 606. 

NOTE 6. OTHER PRODUCT SALES 

Total Security Commissions Include commissions on variable annuities, variable annuity trails, 

stock OTC investments, 401K plans, fixed income investments, agency transactions and REIT 

investments. Revenue from sale of registered investment company shares includes commission 

income from the sale of mutual funds and mutual fund trails. Fees for account supervision, 

investment advisory and administrative services include advisory fee income. 

The Company has entered into selling agreements with a number of companies to sell mutual 

fund investments, investments in Real Estate Investment Trusts (REITs), investments in 401(k) 

plans. The Company receives sales commissions on these transactions according to the 

agreements signed with other broker-dealers. The Company has also earned commissions 

on the sale of stock and investments in Unit Investment Trusts (UITs) through Pershing 

LLC. Pershing allows the Company's clients to purchase these products through a clearing 

broker-dealer. 

The Company sells fixed and variable annuities and receives commissions on these sales 

as well as trail commissions on continued investment in insurance products through 

companies with which the Company has selling agreements. The Company recognized 

commission income on other product sales of $21,133 during the June 2020 fiscal year. 

The Company also earns investment advisory fees on customer investments made through 

the Pershing LLC services platforms. The Company recognized advisory fee income of 

$1,025,099 during the year ended June 30, 2020. 
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NOTE 7. LEASE COMMITMENTS 

The Company recognizes and measures It leases in accordance with FASB ASC842, Leases. 

The company Is a lessee In a noncancellable operating lease for office space. The Company 

determines if an arrangement Is a lease, or contains a lease, at Inception of a contract and 

when the terms of an existing contract are changed. The company recognizes a lease liability 

and right of use (ROU) asset at the commencement date of the lease. The lease liability Is 

Initially and subsequently recognized based on the present value of Its future payments. 

Variable payments are Included In the future lease payments when those variable payments 

depend on an Index or a rate. The discount rate Is the Implicit rate if It Is readily determinable 

or otherwise the Company uses its incremental borrowing rate. The Implicit rates of the 

Company's lease are not readily determinable and accordingly, the Company used their 

Incremental borrowing rate based on the information available at the commencement date of 

the lease. The Company's Incremental borrowing rate for a lease Is the rate of Interest It 

would have to pay on a collateralized basis to borrow an amount equal to the lease payments 

under similar terms and in a similar economic environment. The ROU asset Is subsequently 

measured throughout the lease term at the amount of remeasured lease liability (i.e., present 

value of the remaining lease payments), plus unamortized Initial direct costs, plus(minus) any 

prepaid(accrued) lease payments, less the unamortized balance of lease incentives received, 

and any impairment recognized. Lease cost for lease payments Is recognized on a straight-

line basis over the lease term. 

Maturities of lease liabilities under noncancelable operating leases as of June 30, 2020 are as 

follows: 

2020 

2021 

  74,387 

58,677 

Total    $134,064 

Note 8. PROFIT SHARING PLAN 

The Company sponsors a profit sharing plan retirement plan (the Plan) covering substantially all 
employees ages 21 or older. Each year, the Company may elect to make a discretionary match of 25% of each 
employee’s compensation, subject to legal limits.  The Company’s contributions are vested immediately. 
Employees may typically start receiving benefits at the age of 55. The Company reserves the right to terminate 
the Plan at any time, at which point all of the contributions made to the Plan would become 100% vested.  
There were no contributions made by the Company for the year ended June 30, 2019. 

Note 9. SUBSEQUENT EVENTS 

The Company has evaluated events occurring between the end of its fiscal year, June 30, 2020 
and August 28, 2020, the date the financial statements were available to be issued. 
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NOTE 10. LEGAL MATTERS 

On August 30, 2019 RJJ (and its two principal owners) filed an action in arbitration pursuant 

to FINRA Rules against two of its employees, and those same employees brought cross-

claims against RJJ and those same principals. The matter is styled RJJ Pasadena Securities, 

Inc., et al., v. James R. LoCoco and Flavia D. LoCoco, FINRA Arbitration No. 19-02627. A 

companion Los Angeles Superior Court action was filed on September 3, 2019 entitled James 

R. LoCoco, et al. v. Shapour Javadizadeh, et al., Case No. 19BBCP00341, but that action is

stayed pending the resolution of the FINRA arbitration. 

RJJ asserts, among other things, that the LoCocos’ employment agreements with RJJ 

expired, and that certain related agreements for the purchase of shares by the LoCocos 

expired due to non-performance. Further, RJJ seeks to clawback substantial advances made 

to the LoCocos for funds they should have only been entitled to had they fully performed 

pursuant to their employment and/or ancillary agreements. The LoCocos, in turn, claim that 

they fully performed and were instead underpaid, and were denied the opportunity to become 

owners of RJJ. RJJ’s claims for clawback of overpayments are either $511,104 (if the 

arbitrators elect to use the longest time period sought by RJJ), or $160,578 (if the arbitrators 

elect to use the shorter time period, when RJJ specifically paid under a reservation of rights). 

The LoCocos’ monetary claims are approximately $152,000. RJJ is unaware of any insurance 

which covers these claims. 

RJJ also seeks declaratory relief that the LoCocos are not entitled to any ownership in RJJ. 

The LoCocos seek a determination that they own a slight majority of the shares in RJJ, and 

that they are entitled to control RJJ and terminate the current principals.  

The case is currently in arbitration, the final hearing has occurred and all closing briefs are 

due September 8. This matter has been contested vigorously over the course of 

approximately 20 hearing days. No reasonable settlement offers have been proffered, and 

RJJ’s offers of settlement have been rebuffed.   

While we believe we have the better arguments under both the facts and the law, it is 

impossible to pre-determine any outcome – especially in an arbitration, where such outcomes 

may be contrary to the law, but are still enforced.  

The upper-limit of conceivable loss in this matter is both the full monetary recovery sought by 

the LoCocos, as well as the loss of control of RJJ to the LoCocos. Also, the FINRA panel has 

the ability to award forum costs to the prevailing party, so those may also be assessed should 

RJJ not prevail. The financial statements include $247,663 in legal fees accrued for legal 

services related to the matter.  Legal and professional fees includes costs of $440,363 related 

to this matter. 
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Supplemental Information 
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Schedule I - Computation of Net Capital, Pursuant to Rule 15c3-1 

June 30, 2020 

Computation of Net Capital 

Total Equity (accumulated deficit) $   20,840 

Add: allowable credit – SBA PPP loan for which forgiveness earned     94,424 

Less: Non-Allowable Assets   3,947 

Tentative Net Capital 111,317 

Less: Haircuts 

Net Capital 111,317 

Computation of Net Capital Requirement 

(A) Minimum net capital based on aggregate indebtedness {6.667%

of aggregate indebtedness} 
$  34,109 

(B) Minimum dollar requirement per 240.15c3-1 (a)(2)(vi)

Net Capital requirement (greater of (A) or (B)} 

$ 50,000 

50,000 

Excess net capital $ 61,317 

Non-Allowable Assets as of June 30, 2020 

Other Assets 3,947 

Total Non-Allowable Assets $ 3,947 

Aggregate Indebtedness $ 378,539 

Ratio of aggregate indebtedness to net capital 3.40 

Reconciliation to Form X-17A-S 

Net Capital as reported on Form X-17A-5 (unaudited) $ 111,317 

Audit adjustments - 

Net Capital per above $ 111,317 
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RJJ Pasadena Securities, Inc 

Exemption Review Report 

For year ended June 30, 2020 
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RJJ Pasadena Securities, Inc 

Agreed-Upon Procedures Related to an Entity1 s SIPC Assessment Reconciliation 

Year ended June 30, 2020 
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Schedule of Assessment and Payments to the Securities Investor Protection Corporation 

Year ended June 30, 2020 

Period Covered 

General assessment reconciliation for the year ended 

Date Paid Amount 

$ 1,827

Payment schedule 

SIPC-6 assessment 

SIPC-7 assessment 

1/31/2020 

  8/8/2020 

949 

878 

1,827 

 $ -
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