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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 

To the Member of Solium Financial Services LLC  

Opinion on the Financial Statement 

We have audited the accompanying statement of financial condition of Solium Financial Services LLC 

(the "Company") as of December 31, 2019, and the related notes (collectively referred to as the 

"financial statement"). In our opinion, the financial statement presents fairly, in all material respects, 

the financial position of the Company as of December 31, 2019, in conformity with accounting 

principles generally accepted in the United States of America. 

 

Basis for Opinion 

 

The 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 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 the Company in accordance with the U.S. federal 

securities laws and the applicable rules and regulations of the Securities and Exchange Commission 

and the PCAOB. 

 

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 statement. 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 statement. We believe our audit of the financial statement provides a reasonable basis 

for our opinion. 
 
 
Emphasis of Matter 
 

As discussed in Note 1 to the financial statement, the Company is undergoing efforts to move its 

underlying activity and balances to an affiliated broker-dealer, Morgan Stanley Smith Barney LLC and 

intends to file for a withdrawal of the Company’s broker-dealer license during 2020. Our opinion is 

not modified with respect to this matter. 
 
 

/s/ Deloitte & Touche LLP  

New York, New York 

 

March 2, 2020 

 

We have served as the Company's auditor since 2020.
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 Notes  $ 

    

ASSETS    

    

Cash    36,968,421 

Cash segregated for regulatory and other purposes   57,300,000 

Receivables:    

Brokers, dealers and clearing organizations   57,115,914 

Affiliates 3  121 

Other   24,169 

Other assets   253,101 

Total assets   151,661,726 

    

LIABILITIES AND MEMBER’S EQUITY    

    

Payables:    

Customers   91,870,724 

Affiliates 3  17,450,576 

Other liabilities and accrued expenses  7  1,410,839 

Total liabilities   110,732,139 

    

Member’s equity 3  40,929,587 

Total liabilities and member’s equity   151,661,726 
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1. Introduction and Basis of Presentation 

Business organization 

Solium Financial Services LLC (“SFS” or the “Company”) is a Delaware limited liability company (“LLC”) 

and was incorporated on May 5, 2008. Effective December 3, 2008, the Company was granted membership as 

a Financial Industry Regulatory Authority (“FINRA”) member firm. The ultimate controlling party of the 

Company, Solium Capital Inc., was acquired by Morgan Stanley on May 1, 2019.  

The Company is a wholly owned subsidiary of Solium Holdings USA LLC (“Solium Holdings”), which is a 

wholly owned subsidiary of Morgan Stanley Domestic Holdings, Inc. (MSDHI). MSDHI is a wholly owned 

subsidiary of Morgan Stanley Capital Management, LLC (MSCM), which is a wholly owned subsidiary of 

Morgan Stanley (the “Ultimate Parent”). As a LLC, the Company does not have a Board of Directors. Its 

business and affairs are governed by Solium Holdings pursuant to the Company’s Operating Agreement. 

The Company’s primary source of revenue is derived from the trade commissions charged to participants in 

public company equity incentive compensation plans upon such participants’ sale of plan-related shares. The 

Company operates as a FINRA member broker-dealer and its Chief Executive Officer (“CEO”) is licensed with 

FINRA.  

Basis of financial information 

The statement of financial condition is prepared in accordance with accounting policies generally accepted in 

the United States of America (U.S. GAAP), which requires the Company to make estimates and assumptions 

regarding the valuations of certain financial instruments, deferred tax assets, the outcome of legal and tax 

matters, and other matters that affect its statement of financial condition and related disclosures. The Company 

believes that the estimates utilized in the preparation of its statement of financial condition are prudent and 

reasonable. Actual results could differ materially from these estimates. 

The Company has evaluated subsequent events for adjustment to or disclosure in the statement of financial 

condition through the date of this report and has not identified any recordable or disclosable events not 

otherwise reported in the statement of financial condition or the notes thereto. 

Transition to Morgan Stanley 

The Company is undergoing efforts to move its underlying activity and balances to an affiliated broker-dealer, 

Morgan Stanley Smith Barney LLC (MSSB) and intends to file for a withdrawal of the Company’s broker-

dealer license during 2020. 

2. Significant accounting policies 

Cash 

Cash represents funds deposited with financial institutions. 

Cash segregated for regulatory and other purposes 

Cash segregated for regulatory and other purposes consist of cash segregated in a special reserve bank account 

for the exclusive benefit of customers under Rule 15c3-3 of the Securities Exchange Act of 1934 (“SEA”). 

Receivables – Brokers, dealers and clearing organizations 

Receivables from brokers, dealers and clearing organizations primarily include amounts for securities failed to 

deliver by the Company to the purchaser or failed to receive by the Company from the seller by the settlement 

date. 

Contracts with customers 

Receivables from contracts with customers are recognized in Other receivables in the statement of financial 

condition when the underlying performance obligations have been satisfied and the Company has the right per 
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the contract to bill the customer. Contract assets are recognized in Other assets when the Company has satisfied 

its performance obligations but customer payment is conditional.  

Payables – Customers 

Payables to customers primarily includes amounts due for unsettled securities transactions.  

Fair value of financial instruments 

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. 

Fair value estimates are made at the balance sheet date based on relevant market information and information 

about the financial instrument. 

Market price observability is impacted by a number of factors, including the type of asset or liability, the 

characteristics specific to the asset or liability, and the state of the marketplace (including the existence and 

transparency of transactions between market participants). Assets and liabilities with readily-available actively 

quoted prices or for which fair value can be measured from actively-quoted prices in an orderly market will 

generally have a higher degree of market price observability and a lesser degree of judgment used in measuring 

fair value. 

Assets and liabilities recorded at fair value in the Company’s statement of financial condition are categorized 

based upon the level of judgment associated with the inputs used to measure their fair value. Hierarchical levels 

directly related to the amount of subjectivity associated with inputs to fair valuation of these assets and 

liabilities, are as follows: 

Level 1 - Quoted prices are available in active markets for identical assets and liabilities as of  the reporting 

date. Quoted prices for these assets and liabilities are not adjusted even in situations where a large position and 

a sale could reasonably impact the quoted price. 

Level 2 - Pricing inputs are other than quoted prices in active markets, which are either directly or indirectly 

observable as of the reporting date, and fair value is determined through the use of models or other valuation 

methodologies. 

Level 3 - One or more significant pricing inputs are unobservable for the assets and liabilities and include 

situations where there is little, if any, market activity for the assets and liabilities. The inputs into the 

determination of fair value require significant management judgment or estimation. 

Income taxes 

Deferred tax assets and liabilities are recorded based upon the temporary differences between the statement of 

financial condition and income tax bases of assets and liabilities using currently enacted tax rates in effect for 

the year in which the differences are expected to reverse. The effect of a change in tax rates on deferred tax 

assets and liabilities is recognized in income tax expense (benefit) in the period that includes the enactment 

date. Such effects are recorded in provision for income taxes regardless of where deferred taxes were originally 

recorded. 

The Company recognizes net deferred tax assets to the extent that it believes these assets are more likely than 

not to be realized. In making such a determination, the Company considers all available positive and negative 

evidence, including future reversals of existing taxable temporary differences, projected future taxable income, 

tax-planning strategies and results of recent operations. When performing the assessment, the Company 

considers all types of deferred tax assets in combination with each other, regardless of the origin of the 

underlying temporary difference. If a deferred tax asset is determined to be unrealizable, a valuation allowance 

is established. If the Company subsequently determines that it would be able to realize deferred tax assets in 

excess of their net recorded amount, it would make an adjustment to the deferred tax asset valuation allowance, 

which would reduce the provision for income taxes.  
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Uncertain tax positions are recorded on the basis of a two-step process whereby (i) the Company determines 

whether it is more likely than not that the tax positions will be sustained on the basis of the technical merits of 

the position, and (ii) for those tax positions that meet this threshold, the Company recognizes the largest amount 

of tax benefit that is more likely than not to be realized upon ultimate settlement with the related tax authority. 

Interest and penalties related to unrecognized tax benefits are recognized as a component of the provision for 

income taxes. 

New standards and interpretations adopted during the year 

There were no new standards and interpretations relevant to the Company’s operations that were adopted during 

the year. 

New standards and interpretations not yet adopted 

As at the date of the statement of financial condition, the following standard and interpretation relevant to the 

Company’s operations was issued by the FASB but is not yet mandatory: 

ASU 2016-13 ‘Measurement of credit losses on financial instruments’ was issued by the FASB in June 2016. 

The amendment requires the use of the current expected credit losses impairment model for financial assets 

measured at amortized costs, which results in more timely recognition of credit losses. This ASU is effective 

for public business entities for fiscal years beginning after December 15, 2019. The Company does not expect 

the application of this new update to have a material impact on the Company’s statement of financial condition. 

ASU 2018-13 ‘Disclosure framework – changes to the disclosure requirements for fair value measurement’ 

was issued by the FASB in August 2018. The amendment eliminates, adds and modifies certain disclosure 

requirements for fair value measurements. This ASU is effective for public business entities for fiscal years 

beginning after December 15, 2019. The Company does not expect the application of this new update to have 

a material impact on the Company’s statement of financial condition. 

3. Related party transactions 

The Company enters into transactions with the Ultimate Parent and affiliates in order to, among other things, 

manage risk, satisfy regulatory and liquidity requirements, and fund its business activities. Amounts due to and 

from the Ultimate Parent and its affiliates are recorded through the ownership structure via Solium Holdings. 

There are no fixed repayment terms and amounts are non-interest bearing. 

 

Due from (to) related parties 

As of December 31, 2019 

$ 

Solium Capital UK Limited             121 

Solium Holdings USA LLC     (16,921,273) 

Solium Capital LLC       (528,918) 

Solium Capital ULC             (385) 

 

The Company obtained funding from the Ultimate Parent of $40,000,000 and was subsequently forgiven and 

converted to equity. The amount payable to the Ultimate Parent of $2,372 was also converted to equity during 

the year.  

The Company has a brokerage agreement with an affiliated broker-dealer, MSSB, in which MSSB provides 

clearing broker-dealer services to the Company’s customers.  

MSSB also receives a portion of the brokerage fees earned on transactions executed by non-affiliated clearing 

broker-dealers.  

In addition, the Company is allocated a proportion of expenses incurred by the affiliates of the Ultimate Parent 

for services provided to support the business operation.  
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4. Regulatory net capital 

The Company is a registered U.S. broker-dealer and, accordingly, is subject to the minimum net capital 

requirements of the U.S. Securities and Exchange Commission (“SEC”). Under SEA Rule 15c3-1, the 

Company is required to maintain minimum net capital, as defined, of the greater of 2% of aggregate debits 

arising from customer transactions or $250,000. At December 31, 2019, the Company’s regulatory net capital 

was $37,654,420, which exceeded the minimum requirement by $37,404,420. 

5. Financial instruments  

The Company’s financial instruments are recorded at historical cost. Their carrying amounts at December 31, 

2019 approximate their fair values. 

  Fair value 

 

As of December 31, 2019 

Carrying value 

$ 

Level 1 

$ 

Level 2 

$ 

Level 3 

$ 

Financial assets     

Cash 36,968,421 36,968,421 - - 

Cash segregated for regulatory and other 

purposes 57,300,000 57,300,000 - - 

Receivables:     

Brokers, dealers and clearing organizations 57,115,914 - 57,115,914 - 

Affiliates 121 - 121 - 

Other 24,169 - 24,169 - 

Other assets 212,339 - 212,339 - 

     

Financial liabilities     

Payables:     

Customers 91,870,724 - 91,870,724 - 

Affiliates 17,450,576 - 17,450,576 - 

Other liabilities and accrued expenses 325,582 - 325,582 - 

 

6. Income taxes 

The Company is a single-member limited liability company that is treated as a disregarded entity for federal 

income tax purposes. The Company is included in the consolidated federal and combined state and local income 

tax returns filed by Solium Holdings for the period January 1, 2019 to April 30, 2019, and included in the 

consolidated federal and combined state and local income tax returns filed by the Ultimate Parent for the period 

May 1, 2019 to December 31, 2019. Federal income taxes have generally been provided on a modified separate 

entity basis. State and local income taxes have been provided on separate entity income at the effective tax rate 

of the Company’s combined filing group. 

In accordance with the terms of the Tax Sharing Agreement, current taxes (federal, combined and unitary states) 

are settled periodically with the Ultimate Parent, who pays these taxes on behalf of the Company. 

Deferred tax assets and liabilities 

Deferred income taxes reflect the net tax effects of temporary differences between the financial reporting and 

tax bases of assets and liabilities and are measured using the applicable enacted tax rates and laws that will be 

in effect when such differences are expected to reverse.  

The Company’s net deferred tax asset is included in Other assets in the statement of financial condition. The 

balance at December 31, 2019 is $37,129, which is primarily attributable to litigation reserves. 
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Unrecognized tax benefits 

The Company is subject to the income and indirect tax laws of the U.S., its states and municipalities in which 

the Company has significant business operations. These tax laws are complex and subject to different 

interpretations by the taxpayer and the relevant governmental taxing authorities. The Company must make 

judgments and interpretations about the application of these inherently complex tax laws when determining the 

provision for income taxes and the expense for indirect taxes and must also make estimates about when certain 

items affect taxable income in the various tax jurisdictions. Disputes over interpretations of the tax laws may 

be settled with the taxing authority upon examination or audit. The Company periodically evaluates the 

likelihood of assessments in each taxing jurisdiction resulting from current and subsequent years’ examinations, 

and unrecognized tax benefits related to potential losses that may arise from tax audits are established in 

accordance with the relevant accounting guidance. Once established, unrecognized tax benefits are adjusted 

when there is more information available or when an event occurs requiring a change. 

As of December 31, 2019, the Company has not accrued any liabilities for unrecognized tax benefits in its 

statement of financial condition.  

Tax authority examinations 

The Company, through its inclusion in the return of the Ultimate Parent, is under continuous examination by 

the Internal Revenue Service (the “IRS”) and other tax authorities in certain states in which the Company has 

significant business operations. The Company establishes a liability for unrecognized tax benefits, and 

associated interest, if applicable (“tax liabilities”), that it believes is adequate in relation to the potential for 

additional assessments. Once established, the Company adjusts such tax liabilities only when new information 

is available or when an event occurs necessitating a change. 

The Company believes that the resolution of the above tax examinations will not have a material effect on the 

statement of financial condition. 

It is reasonably possible that significant changes in the balance of unrecognized tax benefits may occur within 

the next 12 months related to certain tax authority examinations referred to above. At this time, however, it is 

not possible to reasonably estimate the expected change to the total amount of unrecognized tax benefits and 

the impact on the Company's effective tax rate over the next 12 months.   

Major tax jurisdictions in which the Company and its affiliates operate and the earliest tax year subject 

to examination 

Jurisdiction     Tax Year 

United States    2016 

New York State    2016 

 

7. Contingencies 

In the normal course of business, the Company has been named, from time to time, as a defendant in various 

legal actions arising in connection with its broker-dealer activities. Certain of the legal actions may include 

claims for substantial compensatory and/or punitive damages or claims for indeterminate amounts of damages. 

Where available information indicates that it is probable a liability had been incurred at the date of the statement 

of financial condition and the Company can reasonably estimate the amount of that loss, the Company accrues 

the estimated loss.  

In many proceedings and investigations, however, it is inherently difficult to determine whether any loss is 

probable or even possible, or to estimate the amount of any loss. The Company cannot predict with certainty 

if, how or when such proceedings or investigations will be resolved or what the eventual settlement, fine, 

penalty or other relief, if any, may be, particularly for proceedings and investigations where the factual record 

is being developed or contested or where plaintiffs or government entities seek substantial or indeterminate 

damages, restitution, disgorgement or penalties. Numerous issues may need to be resolved, including through 

potentially lengthy discovery and determination of important factual matters, determination of issues related to 
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class certification and the calculation of damages or other relief, and by addressing novel or unsettled legal 

questions relevant to the proceedings or investigations in question, before a loss or additional loss or range of 

loss or additional loss can be reasonably estimated for a proceeding or investigation.  

Subject to the foregoing, the Company believes, based on current knowledge and after consultation with 

counsel, that the outcome of such proceedings and investigations will not have a material adverse effect on the 

financial condition of the Company.  

While the Company has identified below the proceedings that the Company believes to be material, individually 

or collectively, there can be no assurance that additional material losses will not be incurred from claims that 

have not yet been asserted or are not yet determined to be material. 

On October 10, 2019, state securities regulators from multiple jurisdictions notified the Company that they 

have formed an enforcement project group to conduct a coordinated investigation to determine whether the 

Company, through its provision of brokerage services in connection with certain corporate employee stock 

plans, violated state laws by not registering as a broker-dealer in all states in which employee participants of 

such corporate employee stock plans resided. To resolve these issues, the Company agreed to enter into 

coordinated settlements with all affected states. The Company has finalized settlements with multiple states, 

which included payment of fines, past registration fees and restitution, and expects to enter into settlements 

with the remaining states with similar terms. Based on currently available information, the Company believes 

it could incur an aggregate loss in this coordinated investigation of approximately $1,085,257 and has been 

recorded in Other liabilities and accrued expenses in the Company’s statement of financial condition. 

 

******** 
 

____________________________________________________________________________________ 
 

The most recent audited Statement of Financial Condition of SFS is available for examination at the principal place 

of business of SFS, 50 Tice Boulevard, Suite A-18, Woodcliff Lake, NJ 07677, and at the New York regional office 

of the Securities and Exchange Commission (the “Commission”);  

 

For the period ending December 31, 2019, the report of SFS’s independent registered public accounting firm 

covering SFS’s Compliance Report as required under SEA Rule 17a-5(d)(3)(i), identified one or more material 

weaknesses as defined under SEA Rule 17a-5(d)(3)(iii).  A copy of the aforementioned report of the independent 

registered public accounting firm is currently available for the customer’s inspection at the principal office of the 

Commission in Washington, DC, and the New York regional office of the Commission; and 

 

A copy of SFS’s audited Statement of Financial Condition required per SEA Rule 17a-5(c)(2) at December 31, 2019 

can be viewed online at: https://www.shareworks.com/sfs_financials/  

 

Based on the unaudited March 31, 2020 FOCUS Report, SFS had net capital of $35,003,565 which exceeded the 

Commission’s net capital requirement by $34,753,565. 

 

https://secure-web.cisco.com/1wXrxgL7vvnYVKckgdg9SMP_S6Q6ZbIIKNalf5AchvReZOs21r0ZEPeUbbTqrVWYkISIqdA49spC_z_0nPtygp6lO4WcAYIaysCsLLMPbtN9KpzleSUryO-XJcDOsgg98VQwI0BwKg6TimumjJqpiujnMA6T63ZJgQWlHdYRyb9XJMSVMNATW1RJmrejnq032DSxy3JvLqPwssRHyhEClaKIhRolmZ6wa0jQZGDY8yjkukfkmSgL9neKEN27oeVU9VQxk94OeSupLx2iD9hRCEVNwUL3WusVlXr5ctb_bxp0g3zxJasjiRkKl3MAmaQ99tzT2FhPyv6inuFNzqVWgafbDaqllqHaKmcpDayRpC9bqlBDJcUgwRQc_Au2CSYMd4YwPi0yXX_IeZJAJjbQ5mRqpFKzUMdq7NS-xWrYrKWIItxtaq1_yxzszlXGB0qYhrlNcZ5UJBlN1WbVhDG6Gt4HilMwQcV9_evGrtLT3nZksH6Enq90ty0dN-x7zI0HZ/https%3A%2F%2Fwww.shareworks.com%2Fsfs_financials%2F

