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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholder of
JM Financial Securities, Inc.

We have audited the accompanying statement of financial condition of JM Financial Securities, Inc. (the “Company”) as of March 31, 2017, 
that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. This financial statement is the responsibility of the 
Company’s management. Our responsibility is to express an opinion on this financial statement based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statement is free 
of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over 
financial reporting. Our audit included consideration of internal control over financial reporting as a basis for designing audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal 
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statement, assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable 
basis for our opinion.

In our opinion, such statement of financial condition presents fairly, in all material respects, the financial position of JM Financial 
Securities, Inc. as of March 31, 2017, in conformity with accounting principles generally accepted in the United States of America.

As described in Notes 1and 4, the activities of the Company include significant transactions with JM Financial Institutional Securities 
Limited and its affiliates that may not necessarily be indicative of the conditions that would have existed if the Company had operated as 
an unaffiliated business.  Our opinion is not modified with respect to this matter.

 sd/-
Deloitte and Touche LLP
May 24, 2017
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JM Financial Securities, Inc.

STATEMENT OF FINANCIAL CONDITION
March 31, 2017

Assets
 Cash $  273,803
 Certificates of deposit 1,051,575
 Accounts receivable 44,000
 Prepaid expenses and other assets 21,655
 Related party receivables 266,265
Total assets $ 1,657,298
Liabilities and Stockholder’s Equity
Liabilities
 Accrued expenses and other liabilities $  289,893
 Related party payables 154,328
Total liabilities 444,221
Commitments and Contingencies
Stockholder’s Equity
 Common stock, $0.01 par value, authorized, issued and outstanding, 16,500 shares 165
 Additional paid-in capital 1,649,835
 Accumulated deficit (436,923)
 Total stockholder’s equity 1,213,077
 Total liabilities and stockholder’s equity $ 1,657,298

See accompany notes to the statements of financial condition



3

 Financial Statements
01-05

Financial Statements

1.  Organization 

  JM Financial Securities, Inc. (the “Company”), incorporated in the 
State of Delaware on June 19, 2012, is a wholly owned subsidiary 
of JM Financial Overseas Holdings, Pvt. Ltd. (the “Parent”) and 
is an indirect wholly owned subsidiary of JM Financial Limited 
(the “Ultimate Parent”). Beginning June 15, 2015, the Company 
is registered with the U.S. Securities and Exchange Commission 
(“SEC”) as a broker dealer and is a member of the Financial Industry 
Regulatory Authority (“FINRA”).

  The Company began business operations on February 1, 2016 and its 
operations consist of marketing and distribution of research reports 
of companies primarily headquartered in India and Southeast Asia. 
The customers introduced by the Company transact their business 
on delivery versus payment basis with settlement of transactions 
facilitated by an affiliate in India, JM Financial Institutional Securities 
Limited (“JMFISL”) for securities traded in Indian stock markets.

2.  Significant accounting policies
 Basis of Presentation and Use of Estimates
  The preparation of the statement of financial condition 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 
disclosures of contingent assets and liabilities at the date of the 
statement of financial condition. Actual results could differ from 
those estimates.

 Cash and Cash Equivalents
   Cash consists of deposits with banks and all highly liquid 

instruments with original maturities of three months or less to be 
cash equivalents. The Company’s cash balance is held with a large 
global financial institution.

  Fair value of financial instruments
  Substantially all of the Company’s assets and liabilities are carried at 

fair value or contracted amounts which approximate fair value.

 Fair Value Measurement – Definition and Hierarchy
  Fair value is defined as the price that would be received to sell an 

asset or paid to transfer a liability (i.e., the “exit price”) in an orderly 
transaction between market participants at the measurement date.

  In determining fair value, the Company uses various valuation 
approaches and establishes a hierarchy for inputs used in measuring 
fair value that maximizes the use of relevant observable inputs and 
minimizes the use of unobservable inputs by requiring that the most 
observable inputs be used when available.  Observable inputs are 
inputs that market participants would use in pricing the asset or 
liability developed based on market data obtained from sources 
independent of the Company.  Unobservable inputs are inputs 
that reflect the Company’s assumptions about the assumptions 
other market participants would use in pricing the asset or 
liability developed based on the best information available in the 
circumstances. The hierarchy is broken down into three levels based 
on the observability of inputs as follows:

•    Level 1 - Valuations based on quoted prices in active markets 
for identical assets or liabilities that the Company has the 
ability to access.  Valuation adjustments and block discounts 
are not applied to Level 1 instruments. Since valuations are 
based on quoted prices that are readily and regularly available 
in an active market, valuation of these products does not 
entail a significant degree of judgment.

•    Level 2 - Valuations based on one or more quoted prices in 
markets that are not active or for which all significant inputs 
are observable, either directly or indirectly.

•   Level 3 - Valuations based on inputs that are unobservable and 
significant to the overall fair value measurement.

  The availability of observable inputs can vary from product to 
product 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 characteristics 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 Company in determining fair value is greatest for instruments 
categorized in Level 3 of the fair value hierarchy.

   The Company considers prices and inputs that are current as of the 
measurement date, including during periods of market dislocation. 
In periods of market dislocation, the observability of prices and 
inputs may be reduced for many instruments. This condition could 
cause an instrument to be reclassified from Level 1 to Level 2 or Level 
2 to Level 3.  In addition, a downturn in market conditions could lead 
to declines in the valuation of many instruments.

  In certain cases, the inputs used to measure fair value may fall into 
different levels of the fair value hierarchy. In such cases, for disclosure 
purposes the level in the fair value hierarchy within which the fair 
value measurement falls in its entirety is determined based on the 
lowest level input that is significant to the fair value measurement in 
its entirety.

 Fixed Assets and depreciation
  Fixed assets are carried at cost less accumulated depreciation. There 

are no fixed assets capitalized during the year.

 Income Taxes
  The Company follows an asset and liability approach to financial 

accounting and reporting for income taxes.  Deferred income tax 
assets and liabilities are computed for difference between the 
financial statement and tax bases of assets and liabilities that will 
result in taxable or deductible amounts in the future based on 
the enacted tax laws and rates applicable to the periods in which 
the differences are expected to affect taxable income. Valuation 
allowances are established, when necessary, to reduce the deferred 
income tax assets to the amount expected to be realized.

NOTES TO THE STATEMENT OF FINANCIAL CONDITION
March 31, 2017  
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NOTES TO THE STATEMENT OF FINANCIAL CONDITION 
March 31, 2017  

  The determination of the Company’s provision for income taxes 
requires significant judgment, the use of estimates, and the 
interpretation and application of complex tax laws. Significant 
judgment is required in assessing the timing and amounts of 
deductible and taxable items and the probability of sustaining 
uncertain tax positions. The benefits of uncertain tax positions are 
recorded in the Company’s statement of financial condition only after 
determining a more-likely-than-not probability that the uncertain 
tax positions will withstand challenge, if any, from tax authorities. 
When facts and circumstances change, the Company reassesses 
these probabilities and records any changes in the statement of 
financial condition as appropriate. Accrued interest and penalties 
related to income tax matters are classified as a component of 
income tax expense.

  The Company files income tax returns in the U.S. federal and various 
state and local jurisdictions. Generally, the Company is no longer 
subject to income tax examinations by major taxing authorities for 
the period before 2014. Any potential examinations may include 
questioning the timing and amount of deductions, the nexus of 
income among various tax jurisdictions and compliance with U.S. 
federal, state and local tax laws. The Company’s management 
does not expect the total amount of unrecognized tax benefits will 
materially change over the next twelve months.

 New Accounting Pronouncements
  FASB issued ASU 2014-15: Presentation of Financial Statements - 

Going Concern (Subtopic 205- 40): Disclosure of Uncertainties about 
an Entity’s Ability to Continue as a Going Concern. The amendments 
in  this  Update  provide  guidance about  management’s 
responsibility to  evaluate whether there is substantial doubt about 
an entity’s ability to continue as a going concern and to provide 

related footnote disclosures. The amendments are intended to 
reduce diversity in the timing and content of footnote disclosures. 
The amendments in this Update are effective for the annual period 
ending after December 15, 2016, and for annual periods and interim 
periods thereafter. Early application is permitted. The Company has 
evaluated the impact of the adoption of this accounting standards 
update on its statement of financial condition and concluded there 
was no impact to the statement of financial condition or disclosures 
upon the adoption of the ASU.

  FASB issued ASU 2014-09, Revenue from Contracts with Customers, 
which supersedes existing accounting standards for revenue 
recognition and creates a single framework. The standard also 
specifies the accounting for certain costs to obtain or fulfill a contract 
with a customer.  The new guidance is effective for the fiscal years 
beginning after December 15, 2017. The Company is currently 
evaluating the potential impact on its statement of financial 
condition and the related disclosures, as well as the available 
transition methods.

3. Financial Assets and Liabilities Not Measured at Fair Value
  The table below presents the carrying value, fair value and fair value 

hierarchy category of certain financial instruments that are not 
measured at fair value in the Statement of Financial Condition.

  The carrying value of cash, accounts and related party receivables, 
and accrued expenses and related party payables arising in the 
ordinary course of business approximate fair value because of 
the relatively short period of time between their origination and 
expected maturity, and are payable on demand.

  Financial instruments not measured at Fair Value at March 31, 2017:

Fair Value Measurement

Quoted Prices in 
Active Markets for 

Identical Assets

Significant 
Observable

Inputs

Unobservable
Inputs

Carrying Value Fair Value (Level 1) (Level 2) (Level 3)

Financial Assets:

Cash $ 273,803 $ 273,803 $ 273,803 $ - $ -
Certificates of deposit $ 1,051,575 $ 1,051,575 $ - $ 1,051,575 $ -
Accounts receivable $ 44,000 $ 44,000 $ - $ 44,000 $ -
Prepaid expenses and other assets $ 21,655 $ 21,655 $ - $ 21,655 $ -
Related party receivables $ 266,265 $ 266,265 $ - $ 266,265 $ -
Financial Liabilities:

Accrued expenses and other liabilities $ 289,893 $ 289,893 $ - $ 289,893 $ -
Related party payables $ 154,328 $ 154,328 $ - $ 154,328 $ -
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4.  Related Party Transactions
  The Company earned services income in accordance with its service 

agreement entered into with JMFISL on September 27, 2016.  The 
agreement calls for JMFISL to pay the Company a fee equivalent to 
all normal recurring expenses plus a mark up of 12%. The activities 
of the Company include  significant  transactions  with  affiliates  and  
may  not  necessarily be  indicative  of  the conditions that would have 
existed if the Company had operated as an unaffiliated business. For 
the year ended March 31, 2017, the Company has a related party 
receivable of $266,265 at March 31, 2017.  The Company has a related 
party payable balance of $154,328 at March 31, 2017. This balance is 
research fees payable to JMFISL.

5.  Lease Commitments and contingencies
 Lease commitments
  The Company is obligated under a 1 year non-cancelable operating 

lease for its office facility in New Jersey, expiring in 2017.  The lease 
agreement is subject to escalations for increase in taxes and other 
operating costs. The future minimum lease payment under the 
agreement is $9,695.

 Contingencies
  The Company is subject to various regulatory examinations 

that arise in the ordinary course of business.  In the opinion of 
management, results from these examinations will not materially 
affect the Company’s financial position. There is currently no 
pending litigation against the Company.

6.  Deferred Tax Assets
  Deferred tax assets as of March 31, 2017 consist of the following:

Current Deferred Tax Assets
 Accruals 19,753
Gross Current Deferred Tax Assets 19,753
Non-Current Deferred Tax Assets
 Intangible Assets 118,319
 Fixed Assets -
 Net Operating Loss Carryforwards 10,438
 Tax Credit Carryforwards -
 Other 19,073
 Gross Non-Current Deferred Tax Assets 147,830
Total Gross Deferred Tax Asset $167,583
Valuation Allowance ($167,583) 
Net Deferred Tax Assets $0

NOTES TO THE STATEMENT OF FINANCIAL CONDITION 
March 31, 2017  

  Deferred income taxes are provided for the effects of temporary 
differences between the tax basis of an asset or liability and its 
reported amount in the Statement of Financial Condition.  The 
Company has recorded a full valuation allowance against its net 
deferred tax assets due to the uncertainty as to whether such assets 
will be realized.  The valuation allowance is due primarily to the 
capitalization of and amortization of start-up costs and generation 
current year net operating losses.

  Based upon the Company’s review of its federal, state, local income 
tax returns and tax filing positions, the Company determined 
no unrecognized tax benefits for uncertain tax positions were 
required to be recorded, as such, there were no reserves recorded 
for uncertain tax positions for the Company’s open tax years (2014-
2017). In addition, the Company does not believe that it has any tax 
positions for which it is reasonably possible that it will be required to 
record significant amounts of unrecognized tax benefits within the 
next twelve months. Substantially all current and deferred taxes are 
offset with all other intercompany balances with the Parent.

7.    Net Capital Requirements
  The Company is subject to the Securities and Exchange Commission 

(SEC) Uniform Net Capital Rule (“SEC Rule 15c3-1”), which requires 
the maintenance of minimum net capital, as defined, equal to the 
greater of $250,000 or 6 2/3% of aggregate indebtedness, as defined.  
At March 31, 2017, the Company had net capital of $873,711, which 
was $623,711 in excess of the minimum amount required.

 
  Rule 15c3-3 under the Securities and Exchange Act of 1934 (“SEC 

Rule 15c3-3”) specifies certain conditions under which brokers and 
dealers carrying customer accounts are required to maintain cash or 
qualified securities in a special reserve bank account for the exclusive 
benefit of customers.  The Company does not clear or otherwise hold 
funds or securities for, or owe moneyto customers and therefore is 
exempt from the provisions of Rule 15c3-3 pursuant to paragraph (k)
(2)(i).

8.   Subsequent Events
  The Company evaluates subsequent events since March 31, 2017 

through the date of issuance of the report, andhas determined that 
no additional items require disclosure.
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