SYKES FINANCIAL SERVICES, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2015

NOTE A - SUMMARY OF ACCOUNTING POLICIES
Accounting principles followed by the Company and the methods of applying those principles

which materially affect the determination of financial position, results of operation and cash flows
are summarized below:

Organization

Sykes Financial Services, LLC (the Company) was organized as a Domestic Limited Liability
Company in the Commonwealth of Pennsylvania effective March 9, 2004. The Company has
adopted a calendar year-end.

Description of Business

The Company, located in Washington, North Carolina is a broker and dealer in securities
registered with the Securities and Exchange Commission (“SEC”) and is a member of FINRA.
The Company operates under SEC Rule 15¢3-3(k)(1), which provides an exemption because of
limited business.

Basis of Accounting

The financial statements of the Corporation have been prepared on the accrual basis of accounting
and accordingly reflect all significant receivables, payables, and other liabilities.

Cash and Cash Equivalents

The Company considers as cash all short-term investments with an original maturity of three
‘months or less to be cash equivalents.

Accounts Receivable — Recognition of Bad Debt

The Corporation considers accounts receivable to be fully collectible; accordingly, no allowance
for doubtful accounts is required. If amounts become uncollectible, they will be charged to
operations when that determination is made.

Revenue Recognition

Commission revenues are recorded by the Company on the settlement date reported by the
investment company through submitted commission statements.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist
primarily of cash and cash equivalents. All of the Company’s cash and cash equivalents are held
at high credit quality financial institutions.
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Fair Value of Financial Instruments

Financial instruments that are subject to fair value disclosure requirements are carried in the
financial statements at amount that approximate fair value and include cash and cash equivalents.
Fair values are based on quoted market prices and assumptions concerning the amount and timing
of estimated future cash flows and assumed discount rates reflecting varying degrees of perceived
risk.

Comprehensive Income

Statement of Financial Accounting Standards (SFAS) No. 130, Reporting Comprehensive
Income, establishes requirements for disclosure of Comprehensive Income that includes certain
items previously not included in the statement of income, including unrealized gains and losses
on available-for-sales securities and foreign currency translation adjustment among others.
During the year ended December 31, 2015, the Company did not have any components of
Comprehensive Income to report.

Estimates

The preparation 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 revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Concentrations

Revenue concentrations exist as a function of the company’s limited business of sales of mutual
funds and variable annuities.

Income Taxes

The Company is a limited liability company that has elected, with the consent of its shareholder
to be taxed under the Internal Code as an “S” corporation. In lieu of corporation income taxes, the
shareholder of an “S” corporation includes in his individual income tax return his proportionate
share of the Company’s taxable income or loss. Therefore, no provision, liability or benefit for
federal or state income taxes has been included in the accompanying financial statements.

NOTE B —NET CAPITAL REQUIREMENTS
Pursuant to the net capital provisions of Rule 15¢3-3 of the Securities and Exchange Act of 1934,

the Company is required to maintain a minimum net capital, as defined under such provisions.
Net capital and the related net capital ratio may fluctuate on a daily basis.
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There were no material differences in the net amount reported as Net Capital in the audited
Computation of Net Capital and the broker-dealer’s corresponding unaudited Part IIA of the
FOCUS report required under Rule 15¢3-1.

NOTE C - POSSESSION OR CONTROL REQUIREMENTS

The Company does not have any possession or control of customer’s funds or securities. There
were no material inadequacies in the procedures followed in adhering to the exceptive provisions
of SEC Rule 15¢-3-3(k)(i).

NOTE D - SIPC RECONCILIATION

SEA Rule 17a-5(e)(4) requires a registered broker-dealer to file a supplemental report which
includes procedures related to the broker-dealers SIPC annual general assessment reconciliation
or exclusion-from-membership forms. The Company claims exclusion from membership in the
Securities Investors Program Corporation (SIPC) under Section 78ccc(a)2)(A)of the Securities
Investor Protection Act of 1970 (SIPA) because its business as a broker-dealer consists
exclusively of the distribution of shares of registered open end investment companies or unit
investment trusts, and the sale of variable annuities. In accordance with SEC Rulel7a-5(d)6, the
Company files a copy of their annual audit report with the SIPC.

NOTE E - RELATED PARTY EXPENSE SHARING

In 2003, the Company in lieu of rent entered into an Expense Sharing Agreement with its
shareholder, for the purpose of allocating office expenses between the Company and its
shareholder. The agreement provides a formula for allocating office space costs, and the expense
for equipment, supplies and related overhead. During the year ended December 31, 2015, the
Company paid $2,191 to its shareholder under the terms of the agreement.

NOTE F — COMMITMENTS AND CONTINGENCIES

Sykes Financial Services, LLC does not have and never had any commitments, guarantees, or
contingencies (arbitrations, lawsuits, claims, etc.) that may result in a loss or future obligation or
that may be asserted against the firm at a future date.

NOTE G - SUBSEQUENT EVENT

The Company has evaluated events subsequent to the balance sheet date for items requiring
recording or disclosure in the financial statements. The evaluation was performed through
February 22, 2016, which is the date the financial statement were available to be issued. Based
upon this review, the Company has determined that there were no events which took place that
would have a material impact on its financial statements.
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