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1.

Organization and Nature of Business

Arvest Investments, Inc. (the “Company”) is a broker-dealer registered with the Securities and
Exchange Commission ("SEC”") and the Financial Industry Regulatory Authority, Inc. The
Company is an Arkansas corporation that is a wholly-owned subsidiary of Arvest Bank, a
wholly-owned indirect subsidiary of Arvest Bank Group, Inc. ("ABG"). The Company primarily acts
as an introducing broker-dealer offering a wide range of investiment security products to retail
customers of Arvest Bank.

The Company exectules its customers’ transactions, on a fully-disclosed basis, through unaffiliated
clearing broker-dealers, which carry the accounts and securities of the Company's customers,

The Company is the exclusive provider of retail brokerage services for Arvest Bank and primarily
derives its revenues from these services. Most of the Company's registered representatives are
located in banking focations of Arvest Bank and, therefore Arvest Bank customers have ready
access to the registered representatives. In connection with this relationship, the Company is a
party to an agreement with Arvest Bank under which all of the Company's income and expenses
are allocated to Arvest Bank reflecting the intent that the Company operate on a break-even
reporting basis. As a result, the Company reports no net income after such allocation, and
therefore reports no retained earnings.

Summary of Significant Accounting Policies

The significant accounting and reporting policies of the Company conform to accounting principles
generally accepted in the United States of America and prevailing practices within the broker-
dealer industry. The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires that management make estimates and
assumptions which impact the reported amounts of assetls and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimaies and
assumptions.

The following is a summary of the more significant accounting policies of the Company:

Income Recognition

Commission revenues and mutual fund fees are recorded by the Company on a trade date basis
as security transactions occur. Commission revenhues are recorded at the amount charged to the
custormner which, in many cases, may include varying discounts to standard rates. Annuity
commissions are recognized when the signed coniract and premium are submitted to the annuity
carrier.

Commissions include certain asset-based fees. These include mutual fund and annuity trailing
commissions. These revenues are recorded ratably over the period earned.

Income Taxes

The Company's operations are included In the consolidated federal and state income tax returns of
ABG. Since the Company generates no taxable income or significant permanent or temporary
differences, no income tax provision has been recorded.
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Cash and Cash Equivalents
The Company has defined cash equivalents as highly liquid investments with original maturities of
less than ninety days that are not held for sale in the ordinary course of business.

Statement of Changes in Subordinated Liabilities

The financial statements of the Company do not include a statement of changes in liabilities
subordinated to the claims of general creditors as required under Rule 17a-5 of the SEC since no
such liabilities existed at December 31, 2015 or during the year then ended.

3. Recently Issued Accounting Standards

In May 2014, the FASB and the International Accounting Standards Board {"|ASB") jointly issued
Accounting Standards Update ("ASU") No. 2014-08, Revenue from Confracts with Customers
("ASU 2014-09"}, a comprehensive new revenue recognifion standard that will supersede nearly all
existing revenue recognition guidance. The objective of ASU 2014-09 is that a company will
recognize revenue when it transfers promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. ASU 2014-09 will be effective for the first quarter of 2017. An entity can elect to adopt
ASU 2014-09 using one of two methads, either full retrospective adoption to each prior reporting
period, or recognize the cumulative effect of adoption at the date of initial application. The
Company is in the process of evaluating the new standard and does not know the effect, if any,
ABU 2014- 09 will have on the financial statements or which adoption method will be used.

4. Receivables From Broker-Dealers

Amounts from broker-dealers at December 31, 2015 consisted of fees and commissions from the
Company's clearing brokers.

5. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
{*SEC Rule 15¢3-1"), which requires the maintenance of minimum net capital and establishes a
maximum ratio of aggregate indebtedness to net capital, both as defined. At December 31, 2015,
the Company had net capital of $5,2111,330 which was $4,955,014 in excess of its required net
capital of $256,316, and a ratio of aggregate indebtedness to net capital of .74 to 1, which was less
than the maximum aliowable ratio of 15 to 1.

The Company claims exemplion from SEC Rule 15¢3-3 of the Securities and Exchange
Commission under paragraph (k){2){i) of the Rule.
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6. Transactions with Arvest Bank

The Company rents office space and equipment and purchases support services, including all
personnel services, from Arvest Bank. Total expenses incurred for the ahove acfivities for the year
ended December 31, 2015 amounted to $24,709,594. At December 31, 2015 the amount payable
to Arvest Bank of $713,272 and accrued compensation expense of $3,131,473 represent unpaid
halances relating to these expenses. Stated financial results may differ if these transactions were
conducted with other external parties.

Arvest Bank may, from time to time, provide the Company with capital contributions in order to
maintain minimum net capital requirements. During the year ended December 31, 2015, there
were no such contributions of capital. The Company also maintained cash on deposit with Arvest
Bank at December 31, 2015 totaling $8,663.

7. Commitments and Contingent Liabilities

In the normal course of business, the Company may become subject to litigation or claims. The
Company is not aware of any litigation or claims against the Company which would materially affect
its financial condition or resuits of operations.

The Company's customer securities activities are transacted on either a cash or margin basis. In
margin fransactions, the Company’s clearing brokers extend credit fo the Company's cusiomers,
subject to various regulatory and internal margin requirements, collateralized by cash and
securities in the customers’ accounts. In connection with these activities, the clearing brokers clear
customer transactions involving the sale of securities not yet purchased, substantially all of which
are transacted on a margin basis subject to individual exchange regulations. In the event the
customer fails to satisfy its ohligations, the clearing broker may be required to purchase or sell
financial instruments at prevailing market prices to fulfill the customer's obligations. Any associated
loss incurred by the clearing brokers may be reimbursed by the Company in accordance with the
clearing agreements between the clearing brokers and the Company. The Company seeks to
control the risks associated with these activities by requiring customers to maintain margin
collateral in compliance with various regulatory and internal guidelines. The Company monitors
required margin levels daily and, pursuant to such guidelines, requires the customer to deposit
additional collateral or fo reduce positions, when necessary.

As the right to charge the Company has no maximum amount and may apply to all trades executed
through the clearing broker-dealers, the Company believes there is no maximum amount
assignable io this right. At December 31, 2015, the Company had recorded no liabilities with
regard to this right. The Company has not historically incurred any material losses arising from
these activities and does not anticipate future losses, if any, to have a material impact on the
financial statements.

In addition, the Company has the right to pursue collection or performance from the counterparties
who do not perform under their contractual obligations. The Company monitors the credit standing
of the clearing brokers and all counterparties with which it conducts business.
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8. Fair Value Measurements

The Company records trading securities at fair value. Fair value is a market-based measurement
and is defined as the price that would be received to sell an asset, or paid to fransfer a liability, in
an orderly transaction between market participants at the measurement date. A fair value
hierarchy for disclosure of fair value measurements is used to maximize the use of ohservable
inputs, that is, inputs that reflect the assumption market participants would use in pricing an asset
or liability based on market data obtained from sources independent of the reporting entity. The
valuation hierarchy is based upon the transparency of inputs to the valuation of an asset or liability
as of the measurement date. A financial instrument's categorization within the valuation hierarchy
is based upon the lowest level of input that is significant to the fair value measurement.

Level 1 Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or
liabilities in active markets, The types of instruments valued based on quoted market
prices in active markets include active listed equities, if any, and money market
securities. The Company held no Level 1 assets at December 31, 2015.

Level 2 Inputs to the valuation methodology include quoted prices for similar assets and liabilities
in active markets, and inputs that are observable for the asset or liability, either directly or
indirectly, for substantially the full term of the financial instrument. The types of
instruments valued based on quoted prices for similar assets with reasonable levels of
price fransparency include state and municipal obligations. At December 31, 2015, the
Company held no municipal obligations.

Level 3 Inputs to the valuation methodology are unchservable and significant to the fair value
measurement. The Company held no Level 3 assets during the year ended
December 31, 2015.

At December 31, 2015 the Company had no financial assets or liabilities measured at fair value.

9. Subsequent Events

The Company has evaluated subsequent events and has determined there are none requiring
disclosure through February 29, 2016 which is the date the financial statements were issued.



