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Cash 898,351$            

Account receivable 22,500                

Furniture and equipment, net 7,416                  

Total assets 928,267$            

Liabilities

Accounts payable and accrued expenses 29,730$              

Unsubordinated interest 10,000                

Loan payable 128,600              

Liabilities subordinated to the claims of general creditors 448,333              

Total liabilities 616,663              

Stockholders' Equity

Common stock, no par value, 1,000,000 shares authorized,

999 shares issued and outstanding 67,500                

Additional paid-in capital 370,166              

Accumulated deficits (126,062)            

Total stockholders' equity 311,604              

Total liabilities and stockholders' equity 928,267$            

JCP Securities, Inc.

Statement of Financial Condition

June 30, 2020

Assets

Liabilities and Stockholders' Equity

The accompanying notes are an integral part of these financial statements.
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Revenues

Consulting income 5,690,769$   

Other income 42,871          

Interest 494               

Total revenues 5,734,134     

Expenses

Employee compensation and benefits 4,371,196     

Insurance 3,878            

Occupancy 178,768        

Dues and subscriptions 36,493          

Professional fees 17,019          

Interest expense 17,500          

Consulting services 75,590          

Other operating expenses 250,207        

Depreciation 780               

Travel and entertainment 36,978          
Regulatory fees 10,025          

Total expenses 4,998,434     

Net income (loss) before income tax provision 735,700        

Income tax provision 800               

Net income (loss) 734,900$      

For the Year Ended June 30, 2020
Statement of Income
JCP Securities, Inc.

The accompanying notes are an integral part of these financial statements.
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 Common Stock 

 Additional      

Paid-In Capital 

 Accumulated 

Deficit  Total 

Balance at June 30, 2019 67,500$               370,166$             (860,962)$            (423,296)$            

Net income (loss) -                           -                           734,900               734,900               

Balance at June 30, 2020 67,500$               370,166$             (126,062)$            311,604$             

JCP Securities, Inc.

Statement of Changes in Stockholders' Equity

For the Year Ended June 30, 2020

The accompanying notes are an integral part of these financial statements.
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 Total 

Balance at June 30, 2019 435,833$            

Increase:

Accrual of interest 12,500                

Balance at June 30, 2020 448,333$            

JCP Securities, Inc.

Statement of Changes in Liabilities Subordinated

For the Year Ended June 30, 2020

to the Claims of General Creditors

The accompanying notes are an integral part of these financial statements.
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Cash flow from operating activities:

Net income (loss) 734,900$         

Adjustments to reconcile net income (loss) to net

cash provided by (used in) operating activities:

Depreciation expense 780$             

(Increase) decrease in assets:

Account receivable (22,500)        

Prepaid expenses 4,406            

Increase (decrease) in liabilities:

Accounts payable and accrued expenses (32,474)        
Unsubordinated interest 5,000            

Total adjustments (44,788)          

Net cash provided by (used in) operating activities 690,112           

Net cash provided by (used in) in investing activities -                     

Cash flow from financing activities:

Proceeds fromStockholders' Equity 128,600        

Repayment of payable to stockholder (50,000)        
Proceeds from liabilities subordinated to the claims of general creditors 12,500         

Net cash provided by (used in) financing activities 91,100             

Accumluated deficits

Net increase (decrease) in cash 781,212           

Cash at June 30, 2019 117,139           

Cash at June 30, 2020 898,351$         

Supplemental disclosure of cash flow information:

Cash paid during the year for:

Interest -$                 

Income taxes 800$             

For the Year Ended June 30, 2020

Statement of Cash Flows

JCP Securities, Inc.

The accompanying notes are an integral part of these financial statements.
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JCP Securities, Inc. 
Notes to Financial Statements 

June 30, 2020 
 

 

Note 1:   GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
General 

JCP Securities, Inc.(the “Company”) was incorporated in the State of California on March 11, 
2005.The Company is a registered broker-dealer in securities under the Securities and Exchange 
Act of 1934, a member of the Financial Industry Regulatory Authority (“FINRA”), and the 
Securities Investor Protection Corporation (“SIPC). 
 
The Company was originally formed in the State of California under the name Stephen Perry and 
Associates, Inc. 
 
The Company is an investment banking firm that specializes in the aerospace and defense industry 
with an emphasis on mergers and acquisitions advisory services. 
 
Under its membership agreement with FINRA and pursuant to Rule 15c3-3(k)(2)(i), the Company 
conducts securities business exclusively with institutional clients only and does not execute or 
clear securities transactions for customers. Accordingly, the Company is exempt from the 
requirement of Rule 15c-3-3 under the Securities Exchange Act of 1934 pertaining to the 
possession or control of customer assets and reserve requirements. 
 
Summary of Significant Accounting Policies 
 
The presentation 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 disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenue and expenses 
during the reporting period.  Actual results could differ from those estimates. 
 
Accounts receivable are stated at face amount, less an allowance for estimated uncollectible 
accounts. During the year ended June 30, 2020 the Company wrote off  $742 of bad debts and 
were charged to other operating expenses on the Statement of Income. 
 
Furniture and equipment are stated at cost, less accumulated depreciation. Repairs and 
maintenance to these assets are charged to expense as incurred; major improvements enhancing 
the function and/or useful life are capitalized. When items are sold or retired, the related cost and 
accumulated depreciation are removed from accounts and any gains or losses arising from such 
transactions are recognized. Furniture and equipment were depreciated over their estimated useful 
lives ranging from five (5) to (7) years by the straight-line method. 
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JCP Securities, Inc. 
Notes to Financial Statements 

June 30, 2020 
 

 

Note 1:   GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(Continued) 
 
With the consent of its stockholders, the Company has elected to be treated as an S Corporation 
under the Subchapter S of the Internal Revenue Code. Subchapter S of the Code provides that in 
lieu of corporate income taxes, the stockholders are individually taxed on the Company’s taxable 
income; therefore, no provision or liability for Federal Income Taxes is included in these financial 
statements. The State of California has similar regulations, although there exists a provision for a 
minimum franchise tax and a tax rate of 1.5% over the minimum franchise fee of $800. 
 
The Company's revenues include retainer, success and services fees.  In each case, revenue is 
recognized in accordance with ASC Topic 606, Revenue from Contracts with Customers.  
Generally, this first involves the identification of the revenue amount, or transaction price; and its 
allocation among the required performance obligations; all as set forth in the terms of the 
engagement agreement. Revenue is recognized when earned the amount is fixed or reasonably 
determinable; collection is probable; and the associated performance obligations are completed. 
Success fees are recorded as of the closing of the transaction.  Retainer fees are non-refundable 
and recorded once the performance obligation is met. 
 
The Company shares its office space with its affiliate under the terms of an agreement, which is 
cancelable with reasonable notice.  This agreement is not subject to ASC 842 under the short-term 
exemption. The Company records shared expenses monthly as billed.   
 
Note 2:   INCOME TAXES 
 
As discussed in the Summary of Significant Accounting Policies (Note 1), the Company has 
elected the Subchapter S Corporation tax status, therefore no Federal income tax provision is 
provided. The State of California recognized Subchapter S Corporations for state tax purposes. 
However, the state imposes a 1.5% tax on the net income and a minimum Franchise Tax of $800. 
For the year ended June 30, 2020, the state income tax provision totaled $800. 
 
Note 3: FURNITURE AND EQUIPMENT, NET 
 
Furniture and equipment, net represent the Company’s depreciable assets at a cost of $84,814 less 
accumulated depreciation of $77,398, for a net balance of $7,416 as of June 30, 2020.  

Depreciation expense for the year ended June 30, 2020 was $780. 
 
Note 4: RELATED PARTY TRANSACTIONS 
 
The Company also has entered into a consulting agreement with an affiliate, related by common 
ownership, whereby the affiliate would provide management consulting for the Company.  The 
Company paid its affiliate a total of $30,000 for the year ending June 30, 2020. There were no 
balances due under this agreement at year end. 
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JCP Securities, Inc. 
Notes to Financial Statements 

June 30, 2020 
 

 

Note 4: RELATED PARTY TRANSACTIONS 
(Continued) 

The Company has a month to month agreement with its affiliate for space leased by its affiliate. 
Under the agreement the Company paid $175,292 which is included in occupancy expense on the 
Statement of Income.  

The Company’s affiliate entered a sub-lease with another entity. The Company is currently 
servicing this sub-lease which includes the sub-lease deposit of $1,850 and rental income of 
$17,250 for the year ended June 30, 2020. 

It is possible that the terms of certain of the related party transactions are not the same as those 
that would result for transactions among wholly unrelated parties. 
 
 
Note 5: CONTINGENCIES 
 
The Company maintains bank accounts at financial institutions. These accounts are insured either 
by the Federal Deposit Insurance Commission ("FDIC"), up to $250,000, or the Securities Investor 
Protection Corporation ("SIPC"), up to $500,000.  At times during the year, cash balances held in 
financial institutions were in excess of the FDIC or SIPC's insured limits.  The Company has not 
experienced any losses in such accounts and management believes that it has placed its cash on 
deposit with financial institutions that are financially stable. 
 
Note 6:   SUBORDINATED BORROWINGS 
 
During the year ended June 30, 2020, the Company has two subordinated loans. The initial term 
of the $100,000 subordinated loan was three years. This loan renews automatically every year, 
unless notice of is given in writing by the lender thirteen months prior to the scheduled due date. 
Interest accrued on this loan at 5%, for $5,000, and is included as interest expense in the statement 
of income.  Accrued interest on this loan is unsubordinated.  

The initial term of the $250,000 subordinated loan was three years.  This loan renews automatically 
every year, unless notice of is given in writing by the lender thirteen months prior to the scheduled 
due date. Interest accrued on this loan at 5%, for $12,500, and is included in interest expense in 
the statement of income and is also subordinated to the claims of general creditors.   

The balance, including subordinated interest, on these loans at June 30, 2020, was $448,333. 

The subordinated borrowings are covered by agreements approved by FINRA and are thus 
available in computing net capital under the Securities and Exchange Commission’s uniform net 
capital rule.  To the extent that such borrowings are required for the Company’s continued 
compliance with minimum net capital requirements, they may not be repaid. 
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JCP Securities, Inc. 
Notes to Financial Statements 

June 30, 2020 
 

 

Note 7:   RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS 

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which supersedes the 
existing guidance for lease accounting.  ASU 2016-02 requires lessees to recognize leases with 
terms longer than 12 months on their statements of financial condition.  It requires different 
patterns of recording lease expense for finance and operating leases.  It also requires expanded 
lease agreement disclosures.  Lessor accounting is largely unchanged. ASC Topic 842 is effective 
for the Company beginning with its year ended June 30, 2020.  The Company's lease is month-to-
month, consequently ASC Topic 842 is not expected to have a material impact on the Company's 
financial statements and related disclosures.   
 
Note 8:   NET CAPITAL REQUIREMENTS        

The Company is subject to the Securities and Exchange Commission 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.   Rule 
15c3-1 also provides that equity capital may not be withdrawn, or cash dividends paid if the 
resulting net capital ratio would exceed 10 to 1.  Net capital and aggregate indebtedness change 
day to day, but on June 30, 2020, the Company had net capital of $730,021 which was $725,021  
in excess of its required net capital of 5,000; and the Company's ratio of aggregate indebtedness 
($39,730) to net capital was 0.05 to 1 which is less than the 15 to 1 maximum allowed. 

Note 9: RECONCILIATION OF AUDITED NET CAPITAL TO UNAUDITED FOCUS 

There is a difference of $10,000 between the computation of net capital under net capital SEC. 
Rule 15c3-1 and the corresponding unaudited FOCUS part IIA. 

 

Note 10: SUBSEQUENT EVENTS 

The Company has evaluated events subsequent to the statement of financial condition date for 
items requiring recording or disclosure in the financial statements. The evaluation was performed 
through the date the financial statements were available to be issued. Based upon this review, the 
Company has determined that there were no additional events which took place that would have a 
material impact on its financial statements. 

Net capital per unaudited focus report 740,021$     
Adjustments
Accumulated deficits (15,148)$       
Non-allowable assets 5,148            

(10,000)        

Net capital per audited statements 730,021$     
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JCP Securities, Inc. 
Notes to Financial Statements 

June 30, 2020 
 

 

Note 11: LOAN PAYABLE 

The Company has incurred indebtedness under the CARES Act which will be subject to review, 
may not be forgivable in whole or in part, and may eventually have to be repaid, potentially with 
interests, fines, and/or other penalties. The Company signed the loan documents under the SBA 
Paycheck Protection Program of the CARES Act and received the loan proceeds of $128,600 on 
May 02, 2020. The receipt of these funds, and the forgiveness of the loan attendant to these funds, 
is dependent on the Company having initially qualified for the loan and qualifying for the 
forgiveness of such loan based on our future adherence to the forgiveness criteria. 

 Under the terms of the CARES Act and the corresponding promissory note, the use of the proceeds 
of the loan is restricted to payroll costs (as defined in the CARES Act), covered rent, covered 
utility payments and certain other expenditures that, while permitted, would not result in 
forgiveness of a corresponding portion of the loan. Following recent amendments to the Paycheck 
Protection Program, after an eight- or twenty-four-week period starting with the disbursement of 
the respective loan proceeds, The Company may apply for forgiveness of some or all of their loans, 
with the amount which may be forgiven equal to the sum of eligible payroll costs, covered rent, 
and covered utility payments, in each case incurred during the eight- or twenty-four-week period 
following the date of first disbursement. Certain reductions in the Company payroll costs or full-
time equivalent employees (when compared against the applicable measurement period) may 
reduce the amount of their loan eligible for forgiveness. 
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Computation of net capital

Common stock 67,500$           
Additional paid-in capital 370,166
Accumulated deficits (126,062)       

Total stockholders' equity 311,604$           

Add: Subordinated liabilities allowable for net capital computation 448,333             

Total stockholders' equity qualified for net capital 759,937             

Less: Non-allowable assets

Accounts receivable (22,500)           
Furniture and equipment, net (7,416)           

Total non-allowable assets (29,916)             

Net capital 730,021             

Computation of net capital requirements

Minimum net capital requirements

6 2/3 percent of net aggregate indebtedness 2,649$             
Minimum dollar net capital required 5,000$             

Net capital required Accumluated deficits (5,000)                

Excess net capital 725,021$           

Aggregate indebtedness 39,730$             

Ratio of aggregate indebtedness to net capital 0.05:1

Pursuant to SEC Rule 15c3-1
Schedule I - Computation of Net Capital Requirements

JCP Securities, Inc.

As of June 30, 2020

There was a difference of $10,000 between net capital computation shown here and the net capital
computation shown on the Company's unaudited Form X-17A-5, Part IIA report dated June 30,
2020 (See Note 9).

See report of independent registered public accounting firm
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JCP Securities, Inc. 
Schedule II - Computation for Determination of the Reserve Requirements and 
Information Relating to Possession or Control Requirements For Brokers and 

Dealers Pursuant to SEC Rule 15c3-3 
As of June 30, 2020 

 
The Computation for Determination of the Reserve Requirements and Information Relating to 
Possession or Control Requirements for Brokers and Dealers is not applicable to the Company, as 
the Company is not subject to the provisions of Rule 15c3-3 as the Company does not, and will 
not, hold customer funds or securities, and that its business activities are, and will remain as M&A 
advisory services. Accordingly, there are no items to report under the requirements of this Rule. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See Report of Independent Registered Public Accounting Firm 
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JCP Securities, Inc.
Report on Exemption Provisions

 Pursuant to Provisions of 17 C.F.R. § 15c3-3(k)
For the Year Ended June 30, 2020







 

 

 
 
 
 
 
 
 
 
 

JCP Securities, Inc. 
Report on the SIPC Annual Assessment 

Pursuant to Rule 17a-5(e)4 
For the Year Ended June 30, 2020 

  





Amount

Total assessment 8,527$                 

SIPC-6 general assessment
Payment made on December 30, 2019 (499)                     

Less prior overpayment applied (1,367)                  

SIPC-7 general assessment
Payment made on June 29, 2020 (6,661)                  

Total assessment balance
(overpayment carried forward) -$                         

JCP Securities, Inc.
Schedule of Securities Investor Protection Corporation

Assessments and Payments
For the Year Ended June 30, 2020




