FNBB Capital Markets, LLC
Financial Statements

December 31, 2018



FNBB Capital Markets, LLC
Financial Statements

December 31,2018



Table of Contents

Page

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 1-2
FACING PAGE 3
OATH OR AFFIRMATION 4
FINANCIAL STATEMENTS

Statements of Financial Condition 5

Statements of Income 6

Statements of Changes in Member’s Equity 7

Statements of Changes in Liabilities Subordinated to Claims of General 3

Creditors

Statements of Cash Flows 9

Notes to Financial Statements 10-17
SUPPLEMENTAL SCHEDULES

Schedule I: Computation of Net Capital Under SEC Rule 15¢3-1 18

Schedule Il: Computation for Determination of Reserve Requirements 19

under SEC Rule 15c¢3-3

Schedule Ill: Information for Possession or Control Requirements under 20

SEC Rule 15¢3-3
REVIEW

Report of Independent Registered Public Accounting Firm 21

Exemption Report 22



. £ ~ibemed O - '] . [= N - ~ A ey e
|J“ 3550 United Plaza Blvd , Ste. 1001 - Baton Rouge. LA 70809
- 225-922-4600 Phone -~ 225-g22-4611 Fax - pnopi
-

Postlethwaite & Netterville

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
of FNBB Capital Markets, LLC

Opinion on the Financial Statements

We have audited the accompanying statements of financial condition of FNBB Capital Markets,
LLC (the Company) as of December 31, 2018 and 2017, the related statements of income,
changes in member’s equity, changes in liabilities subordinated to claims of general creditors,
and cash flows for the years then ended, and the related notes (collectively referred to as the
financial statements). In our opinion, the financial statements present fairly, in all material
respects, the financial position of FNBB Capital Markets, LLC as of December 31, 2018 and 2017,
and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of FNBB Capital Markets, LLC's management.
Our responsibility is to express an opinion on FNBB Capital Markets, LLC's financial statements
based on our audits. 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 FNBB Capital Markets, LLC 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 audits in accordance with the standards of the PCAOB. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement, whether due to error or fraud. The
Company is not required to have, nor were we engaged to perform, an audit of its internal
control over financial reporting. As part of our audits we are required to obtain an
understanding of internal control over financial reporting 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.
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Our audits included performing procedures to assess the risks of material misstatement of the
financial statements, 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 statements. 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 statements. We believe that our audits provide a
reasonable basis for our opinion.

Auditor’s Report on Supplemental Information

The supplemental information contained in Schedule I: Computation of Net Capital Under SEC
Rule 15¢3-1, Schedule II: Computation for Determination for Reserve Requirements Under SEC
Rule 15c¢3-3, and Schedule I1I: Information for Possession or Control Requirements Under SEC
Rule 15¢3-3 has been subjected to audit procedures performed in conjunction with the audit of
the Company’s financial statements. The supplemental information is the responsibility of the
Company’s management. Our audit procedures included determining whether the supplemental
information reconciles to the financial statements or the underlying accounting and other
records, as applicable, and performing procedures to test the completeness and accuracy of the
information presented in the supplemental information. In forming our opinion on the
supplemental information, we evaluated whether the supplemental information, including its
form and content, is presented in conformity with 17 C.F.R. §240.17a-5. In our opinion,
Schedule I: Computation of Net Capital Under SEC Rule 15¢3-1, Schedule li: Computation for
Determination of Reserve Requirements Under SEC Rule 15¢3-3, and Schedule IlI: Information
for Possession or Control Requirements Under SEC Rule 15c3-3 are fairly stated, in all material
respects, in relation to the financial statements as a whole.
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We have served as FNBB Capital Markets, LLC 's auditor since 2008.

Baton Rouge, Louisiana
February 13, 2019
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OATH OR AFFIRMATION

I, Laura Boudreaux , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

FNBB Capital Markets, LLC , as
of December 31 ,20 18 | are true and correct, | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

& =
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igr{ature

Chief Compliance Officer
Title

— Notary Public
Ailen David, LA Notary Public ID 66765

This report ** contains (check all applicable boxes):

(a) Facing Page.

[v] (b) Statement of Financial Condition.

/] (c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement

- of Comprehensive Income (as defined in §210.1-02 of Regulation 8-X).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors” Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O OREREEREE

[ ][ 1<

**For conditions of confidential treatment of ceriain portions of this filing, see section 240.17a-5(e}(3).



FNBB CAPITAL MARKETS, LLC

STATEMENTS OF FINANCIAL CONDITION

BIRMINGHAM, AL

DECEMBER 31, 2018 AND 2017

Cash and cash equivalents
Required clearing deposit
Commissions receivables

Prepaid expenses

Other assets

Total Assets

LIABILITIES

Due to affiliates (Note 5)
Commissions payable

Accrued employee benefits (Note 5)

Total Liabilities
MEMBER'S EQUITY

Contributed capital
Accumulated equity

Total Member's Equity

ASSETS
2018 2017
$ 972,103 1,050,374
16,759 16,694
98,705 152,542
50,528 41,254
37,500 67,500
$ 1,175,595 1,328,364
LIABILITIES AND MEMBER'S EQUITY
2018 2017
S 8,411 154,638
26,529 83,733
35,878 34,372
$ 70,818 272,743
690,000 690,000
414,777 365,621
1,104,777 1,055,621
$ 1,175,595 1,328,364

Total Liabilities and Member's Equity

The accompanying notes are an integral part of these financial statements.
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FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2018 AND 2017

2018 2017
REVENUES:
Interest income S 6,176 S 10,027
Commissions and fees on:
Securities 264,092 237,840
Investment advisory 70,952 7,504
Investment company shares 448,984 478,383
Insurance 276,092 305,438
Total revenues 1,066,296 1,039,192
EXPENSES:
Salaries and employee benefits 270,342 243,356
Commissions 436,818 413,858
Other general and administrative expense 182,324 189,565
Licenses and fees 55,162 41,615
Accounting and auditing fees 27,225 23,900
Consulting fees 27,833 20,315
Total expenses 999,704 932,609
Income before income taxes 66,592 106,583
Income tax expense 17,436 7,340
Net income S 49,156 S 99,243

The accompanying notes are an integral part of these financial statements.
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FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

STATEMENTS OF CHANGES IN MEMBER'S EQUITY
YEARS ENDED DECEMBER 31, 2018 AND 2017

Contributed Accumulated
. Total
Capital Income
Balance, January 1, 2017 S 690,000 266,378 956,378
Net income 99,243 99,243
Balance, December 31, 2017 690,000 365,621 1,055,621
Net income 49,156 49,156
Balance, December 31, 2018 S 690,000 S 414,777 1,104,777

The accompanying notes are an integral part of these financial statements.
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FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

STATEMENTS OF CHANGES IN LIABILITIES SUBORDINATED TO
CLAIMS OF GENERAL CREDITORS
YEARS ENDED DECEMBER 31, 2018 AND 2017

Liabilities subordinated to claims of general creditors at

January 1, 2017 S
Increases
Decreases

Liabilities subordinated to claims of general creditors at
December 31, 2017

Increases

Decreases

Liabilities subordinated to claims of general creditors at
December 31, 2018 S

The accompanying notes are an integral part of these financial statements.
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FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2018 AND 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Net income S
Non-cash change in other assets
Adjustments to reconcile net income to net
cash provided by (used in) operating activities:
Changes in operating assets and liabilities:

Commissions receivable
Prepaid expenses
Commissions payable
Accrued employed benefits
Accrued other

Due to affiliates

Net cash (used in) provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Required clearing deposit

Net cash used in investing activities

NET INCREASE/ (DECREASE) IN CASH S

Cash, beginning of year

Cash, end of year S

2018 2017
49,156 $ 99,243
30,000 30,000
53,837 (70,743)

(9,274) 2,764
(57,204) 57,612
1,506 (8,367)
(146,227) 30,261
(78,206) 140,770
(65) (12)
(65) (12)
(78,271) $ 140,758
1,050,374 909,616
972,103 $ 1,050,374

The accompanying notes are an integral part of these financial statements.
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FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

Description of Business

FNBB Capital Markets, LLC (the “Company”) is a Financial Industry Regulatory Authority (FINRA) registered
broker/dealer under the Securities Exchange Act of 1934. The Company was initially approved to offer
retirement products consisting of mutual funds and variable annuities to member banks of its sole
member.

Effective July 28, 2005, in order to allow the Company to offer expanded services to member banks of
First National Bankers Bank (FNBB) due to restrictions within FNBB’s charter, FNBB transferred its interest
in the Company to First National Bankers’ Bankshares, Inc. (the “Parent” or “FNBB, Inc.”), and coincident
therewith, the Parent became the sole member of the Company. The Company is a wholly owned
subsidiary of the Parent. The Company was approved by FINRA in December 2005 to offer the sale of
general securities including but not limited to mutual funds and variable insurance products to individual
and corporate customers. In 2017, the Company reinstated its Registered Investment Advisory
registration with the state of Alabama to provide advisory services on certain retirement products sold by
the Company. In March 2005, the Company executed an agreement with a third—party clearing
broker/dealer to introduce customer accounts and accept customer funds and securities. The Company
also began executing contracts with registered representatives and brokers for the sale of these products.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and interest—bearing deposits. At times during the year, the
Company’s cash accounts exceeded the related amount of federal depository insurance. The Company
has not experienced any loss in such accounts and believes it is not exposed to any significant credit risk.

The Company considers financial instruments with a maturity of less than 90 days at the time of
origination to be cash equivalents.

Required Clearing Deposit

The Company has an interest bearing deposit with its clearing broker pursuant to its clearing agreement,
discussed above, that is considered to be a required clearing deposit.

Furniture and Equipment, Net

Furniture and equipment is recorded at cost. Depreciation is recorded on a straight—line basis using an
estimated useful life of 3-10 years. All furniture and equipment is fully depreciated at December 31, 2018
and 2017.

-10 -



FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Use of 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.

Income Taxes

The Company accounts for income tax under applicable guidance contained in the Accounting Standards
Codification (ASC). Accordingly, the Company also applies this guidance pursuant to the tax sharing
agreement described in Note 4. Pursuant to the applicable ASC, an asset liability approach requires the
recognition of deferred tax assets and liabilities for the expected tax consequences that have been
recognized in the Company’s financial statement or tax returns. In estimating future tax consequences,
applicable guidance contained in the accounting standards generally considers all expected future events
other than enactments of changes in tax law or rates. The amount of current taxes payable or refundable
is recognized as of the date of the financial statements, utilizing currently enacted tax laws and rates.
Deferred tax assets or liabilities are recognized based on the rates expected to apply when these assets
or liabilities are expected to be realized or settled. Deferred tax expenses or benefits are recognized in
the financial statements for the changes in deferred tax liabilities or assets between years.

The Company adopted the accounting guidance related to accounting for uncertainty in income taxes,
which sets out a consistent framework to determine the appropriate level of tax reserves to maintain for
uncertain tax positions. In management’s judgment, the Company does not have any tax positions that
would result in a loss contingency considering the facts, circumstances, and information available at the
reporting date.

Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties primarily
include broker-dealers, banks, and other financial institutions. In the event counterparties do not fulfill
their obligations, the Company may be exposed to risk. The risk of default depends on the
creditworthiness of the counterparty or issuer of the instrument. It is the Company’s policy to review, as
necessary, the credit standing of each counterparty.

Fair Value

Cash and required clearing deposit are considered short-term instruments, the carrying amounts are a
reasonable estimate of fair value.

-11 -



FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continued)

Accounting Standards Adopted

In May 2014, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2014-09, Revenue from
Contracts with Customers (“ASC 606”). This ASU implements a common revenue standard that clarifies
the principles for recognizing revenue. The core principle of ASC 606 is that an entity should recognize
revenue to depict the transfer of control for 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. To achieve that core principle, an entity is required to identify the contract(s) with a customer,
identify the performance obligations in the contract, determine the transaction price, allocate the
transaction price to the performance obligations in the contract, and recognize revenue when (or as) the
entity satisfies a performance obligation. ASC 606 further requires that companies disclose sufficient
information to enable users of financial statements to understand the nature, amount, timing, and
uncertainty of revenue and cash flows arising from contracts with customers. ASC 606 provides
companies an option of two transition methods, the full retrospective method or the modified
retrospective method. ASC 606 is effective for annual reporting periods beginning after December 15,
2017. (See Note 3 for further information.)

Receivables and Credit Policies

Commissions receivable are uncollateralized clearing broker obligations due under normal trade terms
requiring payments within 30 days. The Company generally collects receivables within 30 days and does
not charge interest on commissions receivable with invoice dates over 30 days old.

Receivables from brokers consist of commissions and fees earned on the sale of retirement products,
insurance and general securities.

Commissions receivable, net of trading costs, are stated at the amount billed. Payments of commissions
receivable are allocated to the specific transactions identified on the clearing broker statement, carrier
statements or, if unspecified, are applied to the earliest unpaid amounts.

The carrying amount of commissions receivable is reduced by a valuation allowance that reflects
management’s best estimate of the amounts that will not be collected.

Management individually reviews all commissions receivable balances that exceed 30 days from the
invoice date and based on an assessment of current creditworthiness, writes off the portion, if any, of the
balance that will not be collected. Additionally, management estimates an allowance for the aggregate
remaining commissions receivable based on historical collectability. In the opinion of management, at
December 31, 2018 and 2017, all commissions were considered collectible and no allowances was
necessary.

-12 -



FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

NOTES TO FINANCIAL STATEMENTS

Other Assets

At December 31, 2018 and 2017, the Company has other assets recorded of $37,500 and $67,500,
respectively, related to payments to certain employees in consideration of their employment with the
Company. These amounts are forgivable loans which are interest bearing and are forgiven ratably over a
range of five years. Annual amortization expense during each of the years ended December 31, 2018 and
2017 was $30,000.

Revenue from Contracts with Customers

Revenue Recognition

The Company adopted ASC 606 on January 1, 2018 using the modified retrospective method. This method
requires recognition of the cumulative effect, if any, to the opening balance of members’ equity at January
1, 2018. The adoption of ASC 606 did not have a material impact on the Company’s financial statements.
Therefore, no adjustment to the opening balance of members’ equity was required.

In adopting ASC 606, the Company elected to use a practical expedient permitted by the standard. The
portfolio approach was used to assess collectively contracts with similar characteristics to evaluate risk
over the impact of ASC 606. This approach was used for revenues from trade of securities as well as
mutual funds, retirement products, and advisory fees.

The Company evaluated the effects of ASC 606 on revenue recognition from insurance commissions on a
contract basis and determined no impact to the financial statements.

Significant Judgments

Revenue from contracts with customers includes commissions, marketing and distribution fees, and asset
management fees. The recognition and measurement of revenue is based on the assessment of individual
contract terms. Significant judgment is required to determine whether performance obligations are
satisfied at a point in time or over time; how to allocate transaction prices where multiple performance
obligations are identified; when to recognize revenue based on the appropriate measure of the
Company’s progress under the contract; and whether constraints on variable consideration should be
applied due to uncertain future events.

-13 -



FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

NOTES TO FINANCIAL STATEMENTS

Revenue from Contracts with Customers (continued)

Brokerage Commissions

The Company employs a clearing broker in order to buy and sell securities on behalf of its customers. Each
time a customer enters into a buy or sell transaction, the Company charges a commission. Commissions
and related expenses are recorded on the trade date (the date that the Company fills the trade order by
finding and contracting with a counterparty and confirms trade with the customer). The Company
believes that the performance obligation is satisfied on the trade date because that is when the underlying
financial instrument is identified, the pricing is agreed upon, and the risks and rewards of ownership have
been transferred to/from the customer.

Distribution Fess (12b-1 fees) from Mutual Funds and Retirement Products

The Company enters into arrangements with managed accounts or other pooled vehicles (funds) to
distribute shares to investors. The Company believes that its performance obligation is the sale of
securities to investors and as such this is fulfilled on the trade date. Any fixed amounts are recognized on
the trade date, and variable amounts are recognized to the extent it is probable that a significant revenue
reversal will not occur once the uncertainty is resolved. For variable amounts, as the uncertainty is
dependent on the value of the shares at future points in time as well as the length of time the investor
remains in the fund, both of which are highly susceptible to factors outside the Company’s influence, the
Company does not believe that it can overcome this constraint until the market value of the fund and the
investor activities are known, which are usually monthly or quarterly. Distribution fees recognized in the
current period are related to performance obligations that in some instances have been satisfied in prior
periods.

Insurance Commissions

The Company acts as broker in the sale of life insurance policies to its customers. The Company may
receive commissions paid by the carrier at the inception of the policy or over time for as long as the policy
remains active, on a monthly or annual basis. The Company believes that its performance obligation is
the sale of new policies and as such is fulfilled on the date of issuance. Any initial up-front (first year)
commissions are known fixed amounts and are recognized on the issuance date. Annual renewal
commissions, which are variable amounts, are recognized to the extent it is probable that a significant
revenue reversal will not occur once the uncertainty is resolved (typically, the cancellation of a policy prior
to a certain period or the determination of a policy asset value at a particular point in time that cannot be
determined in advance). In addition, the uncertainty of these variable recurring amounts is dependent on
the value of the assets at future points in time and are influenced by market conditions.

-14 -



FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

NOTES TO FINANCIAL STATEMENTS

Revenue from Contracts with Customers (continued)

Investment Advisory Fees

The Company provides investment advisory services for retirement products on a continuous basis. The
Company believes the performance obligation for providing advisory services is satisfied over time
because the customer is receiving and consuming the benefits as they are provided by the Company. Fee
arrangements are based on a percentage applied to the customers’ assets under management. Fees are
received monthly and quarterly and are recognized as revenue to the extent it is probable that a significant
revenue reversal will not occur once the uncertainty is resolved. For variable amounts, as the uncertainty
is dependent on the value of the assets under management at future points in time as well as the length
of time the participants remain in the plan, both of which are highly susceptible to factors outside the
Company’s influence, the Company does not believe that it can overcome this constraint until the market
value of the plan assets and the participant activities are known, which are usually monthly or quarterly.
Advisory fees recognized in the current period are related to performance obligations that in some
instances have been satisfied in prior periods.

Costs to Obtain or Fulfill a Contract with a Customer

The Company incurs costs to obtain revenue contracts with its customers, such as sales commissions paid
to employees for obtaining new contracts with clients. These costs are not incremental and are therefore
expensed during the period of time that the services are provided to the customer.

The Company has recorded as a liability certain estimated costs incurred but not paid associated with
providing services where the performance obligation has been met. As of December 31, 2018 and 2017,
the amount of the liability for costs incurred but not paid was $35,878 and $34,372. During the years
2018 and 2017, the Company recognized payroll expense of $656,303 and $608,810, respectively, directly
related to obtaining revenue from contracts.

Accrual of Revenue from Contracts with Customers

Revenue from contracts is accrued in circumstances where the Company believes the performance
obligation has been met. The Company estimates revenue based on historical data and has recorded as
an asset estimated revenue earned but not paid. As of December 31, 2018 and 2017, the amount of the
asset for revenue earned but not paid was $98,705 and $152,542.

-15-
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FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

NOTES TO FINANCIAL STATEMENTS

Revenue from Contracts with Customers (continued)

Disaggregated Revenue from Contracts with Customers

The following table presents revenue by major source:

2018 2017
Revenue from contracts with customers
Brokerage commissions $264,092 $237,840
Distribution fees (12b-1 fees) from mutual funds and
retirement products 448,984 478,383
Insurance commissions 276,092 305,438
Investment advisory fees 70,952 7,504
Total Revenue from contracts with customers $1,060,120 $1,029,165

Income taxes

Pursuant to a tax-sharing agreement (the “Agreement”) with the Parent, the Company’s tax expense is
determined on a separate return basis; and therefore, the Company is required to recognize an allocation
of income taxes in its separate financial statements in accordance with the Agreement. For the years
ended December 31, 2018 and 2017, the income tax expense recorded of $17,436 and $7,340
respectively, is classified as current in the accompanying statements of income. In accordance with the
terms of the Agreement, the Parent made estimated tax payments to the Company for the estimated tax
expense during 2018 and 2017 totaling SO and $7,400 respectively. Accordingly, the difference between
the actual recorded income tax expense and the estimated tax payments received is included in amounts
due to affiliates in the accompanying statements of financial condition. Amounts due to affiliates relating
to income tax totaled $8,411 and $154,638 as of December 31, 2018 and 2017, respectively.

Related party transactions

The Company operates in facilities that are owned by the Parent. During 2018 and 2017, the Company
was charged with certain operating expenses relating to salaries and benefits, rent, and insurance totaling
$810,343 and $760,881, respectively, by the Parent. In addition, certain other operating expenses,
including telephone, utilities, and other overhead costs were allocated to the Company by the Company’s
Parent in 2018 and 2017. The Company has amounts due to the Parent at December 31, 2018 and 2017,
of $44,289 and $189,010 respectively, relating to income taxes (see Note 4) and salaries and employee
benefits expenses.

-16 -



FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

NOTES TO FINANCIAL STATEMENTS

6. Regulatory requirements

The Company, as a registered broker/dealer in securities, is subject to the uniform Net Capital Rule (SEC
Rule 15¢3 — 1 under the Securities Exchange Act of 1934), which requires the maintenance of minimum
net capital, as defined in the Rule of $50,000, or 6.67% of aggregate indebtedness, whichever is greater.
Also, the Uniform Net Capital Rule precludes the withdrawal of equity capital if the ratio of aggregate
indebtedness to net capital exceeds 10 to 1. At December 31, 2018, the Company had net capital of
$980,451, which was $930,451 in excess of its required net capital of $50,000. The Company had
aggregate indebtedness of $70,810 at December 31, 2018. The Company’s ratio of aggregate
indebtedness to net capital ratio was .07 to 1 at December 31, 2018.

The Company is required to maintain a blanket fidelity bond, in a form substantially similar to the standard
form of Brokers Blanket Bond promulgated by the Surety Association of America, covering officers and
employees which provides against loss. The Financial Industry Regulatory Authority has allowed the
Company to use the Parent’s fidelity bond in the amount of $100,000.

The Company acts as an introducing broker or dealer, promptly transmitting all funds and delivering all
securities received in connection with its activities as a broker or dealer and does not otherwise hold funds
or securities for or owe money or securities to customers. The Company operates under Section (k) (2)
(ii) of Rule 15c3-3 of the Securities Exchange Act of 1934 and is therefore exempt from the requirement
of Rule 15¢3-3.

7. Contingencies

In the normal course of business activities, the Company is subject to regulatory examinations or other
inquiries. These matters could result in censures, fines or other sanctions. Management believes that
outcome of any resulting actions will not be material to the Company’s Statement of Financial Condition.
However, the Company is unable to predict the outcome of these matters.

8. Subsequent Events

Management has evaluated subsequent events through the date that the financial statements were
available to be issued February 13, 2019 and determined no subsequent events that require disclosure
have occurred as of this date.

-17 -



FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

SCHEDULE |
COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
DECEMBER 31, 2018

NET CAPITAL
Total member's equity S 1,104,777
Less nonallowable assets:
Limited commissions receivable (36,298)
Prepaid expenses (50,528)
Other assets (37,500)
NET CAPITAL S 980,451

COMPUTATION OF NET CAPITAL REQUIREMENT
Minimum net capital required S 50,000

EXCESS NET CAPITAL S 930,451

AGGREGATE INDEBTEDNESS

Total Liabilities S 70,818
Less nonallowable liabilities:

Deferred income taxes payable (8)
AGGREGATE INDEBTEDNESS S 70,810
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.07to 1

There are no differences between the audited Computation of Net Capital above and the
Company's corresponding Calculation of Net Capital in the Unaudited Part Il Focus Report,
other than a one dollar rounding difference.

See report of independent registered public accounting firm on supplemental
information.
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FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

SCHEDULE I

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER SEC RULE 15C3-3

DECEMBER 31, 2018

The Company has claimed exemption from the provisions of Rule 15¢3-3 under the Securities Exchange
Act of 1934, in that the Company’s activities are limited to those set forth in the conditions for exemption
appearing in paragraph (k)(2)(ii) of the Rule.

See report of independent registered public accounting firm on supplemental information.
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FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

SCHEDULE 111

INFORMATION FOR POSSESSION OR CONTROL REQUIREMENTS
UNDER SEC RULE 15C3-3

DECEMBER 31, 2018

The Company has claimed exemption from the provisions of Rule 15¢3-3 under the Securities Exchange
Act of 1934, in that the Company’s activities are limited to those set forth in the conditions for exemption
appearing in paragraph (k)(2)(ii) of the Rule.

See report of independent registered public accounting firm on supplemental information.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
of FNBB Capital Markets, LLC

We have reviewed management's statements, included in the accompanying Exemption Report,
in which (1) FNBB Capital Markets, LLC identified the following provisions of 17 C.F.R. §15¢3-3(k)
under which FNBB Capital Markets, LLC claimed an exemption from 17 C.F.R. §240.15c3-
3:(k)(2)(ii) (exemption provisions) and (2) FNBB Capital Markets, LLC stated that FNBB Capital
Markets, LLC met the identified exemption provisions throughout the most recent fiscal year
without exception. FNBB Capital Markets, LLC’s management is responsible for compliance with
the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required
procedures to obtain evidence about FNBB Capital Markets, LLC's compliance with the
exemption provisions. A review is substantially less in scope than an examination, the objective
of which is the expression of an opinion on management's statements. Accordingly, we do not
express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material

respects, based on the provisions set forth in paragraph (k)(2)(ii) of Rule 15c3-3 under the
Securities Exchange Act of 1934.

Rottcthwats : Nottanlle

Baton Rouge, Louisiana
February 13, 2019

o,



FNBB CAPITAL MARKETS, LLC
BIRMINGHAM, AL

EXEMPTION REPORT

FNBB Capital Markets, LLC (the “Company”) is a registered broker-dealer subject to SEC Rule 17a-5
promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, “Reports to be made by
certain brokers and dealers”). This Exemption Report was prepared as required by 17 C.F.R. § 240.17a-
5(d)(1) and (4). To the best of its knowledge and belief, the Company states the following:

1) The Company claimed an exemption from 17 C.F.R. § 240.15c3-3 under the following provisions
of 17 C.F.R. § 240.15c3-3(k)(2)(ii).

2) The Company met the identified exemption provisions in 17 C.F.R. § 240.15c3-3(k)(2)(ii)
throughout the most recent fiscal year without exception.

FNBB Capital Markets, LLC

I, Laura Boudreaux, affirm that, to my best knowledge and belief, this Exemption Report is true and
correct.

4

Laura Boudreaux
Title: Chief Compliance Officer and FINOPS

February 13, 2019
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