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OATH OR AFF IRMATION 

I, AMY TOGNOZZI , swear (or affirm) that, 10 the best of 

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of 
SMITH, MOORE & CO. 
~~~~~~~----------~~~~~--~---------------------------------- ' " 
of DECEMBER 31, 20_1c' ___ .. are true and correct. I further swear (or affirm) that 

neither the company nor any partner, proprietor, principal officer 01· director has any proprietary interest in any account 

clllssified solely as that ofa customer, except as follows: 

MARY B. FULLER 
Notary Public - Notary Seal 

State of W,issouri 
Commlssiorwd for SI. Louis County 

My Commission Expire: May 18, 2019 
Comml sion Num : 156 

Notary Public 

This report" contains (check all applicable boxes): 
[2] (a) Facing Page. 
,f (b) Statement ofFin ane ial Condition. 

(e) Statement of Income (Loss). 
(d) Statement of Changes in Financial Condition. 

CHIEF FINANCIAL OFFICER 

Title 

(e) Statement of Changes ill 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 ISc3-3. 

0) I"fo"",';o" R,I";"g '0 'h, Po",,,;o,, 01 Co""ol R'"tt;""""" Uttd" Rttl, ISd-3. 
D U) A Reconciliation , including appropriate explanation of the Computation of Net Capital Under Rule I Sc3-1 and the 

Com putatioll for Determ ination of the Reserve Requirements Under Ex hibit A o f Rule I Sc3 -3. 
D (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of 

cOllsol idat ion. 
[Z] (I) An Oath or A ffirmation. 
D (m) A copy of the SIPC Supplemental Rcport. 

B (n) A report describ ing any material inadequacies found to ex ist or found to have existed since the date of the previous audit. 
(0) Exemption report filed pursuant to provisions of 17 C,F. R. § 240, ISc3-3(k) . 

• , FOI" conditions of cOlljiden/iallrCallnCrII of certain portiolls of Ihis filing, see sec/ion 240.17(j-5(e)(3). 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM AC((lUMTAH'~ 

To the Board of Directors and Shareholders 
of Smith, Moore & Co. 

Opinion on the Financial Statement 

We have audited the accompanying statement of financial condition of Smith, Moore & Co. as of December 31, 
2017, and the related notes (collectively referred to as the financial statement). In our opinion, the statement of 
financial condition presents fairly, in all malerial respects, the financial position of Smith. Moore & Co. as of 
December 31. 2017 In conformity with accounting principles generally accepted In the United Slates of America. 

Basis for Opinion 

This financial statement Is the responsibility of Smith, Moore & Co: s management. Our responsibility Is to express 
an opinion on Smith, Moore & Co.'s 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 Smith, Moore & Co. in accordance \-'11th the U.S. federal securities laws and the 
applicable rules and regulations of the Securities and Exchange Commission and the PCAOe. 

We conducted our audit In accordance with the standards of the PCAOe. 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 statements. Our audit also Included evaluating the accounting principles used and 
significant estimates made by management, as well as evaluating Ihe overall presentation of the financial 
statements. We believe that our audit provides a reasonable basis for our opinion. 

Holt & Patterson, LLC 
We have served as Smith, Moore & Co:s auditor since 2017. 
Chesterfield, MO 
February 23,2018 
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SMITH, MOORE & CO. 

Statement of Financial Condition 
December 3: . 2017 

ASSETS 

Cash 
Income receivable 

Receivables from clearing organizations 

Advanced employee bonuses 

Oeposits with clearing organizations 

Securities owned, at fair value: 

U.S. governmerlt agency and sponsored enterprises 
obligations 

Other assets 

Property and equipment, net of accumulated deprecio7ion 
and amortization of $ 534.288 

TOTAL ASSETS 

LIABILITIES AND STOCKHOLDERS' EQUITY 

liabilities 
Payables to ciearing organizations 

Accounts payable, accrued expenses, and other liabilities 

Deferred revenue and accrued clearing fees 

TOTAL LIABILITIES 

Stockholders' Equity 
Common stock: $1 par value: authorized 100,000 shares: 

21,205 shares issued: 18,825 shores outstanding 

Additional paid-in capital 

Retained Earnings 

Treasury stock; 3,675 shores 

TOTAL STOCKHOLDERS' EQUITY 

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 

$ 

S 

$ 

S 

The accompanying notes are an integral port of these financial statements. 
See independent auditors' report. 

-2-

2.118.064 

1.751.008 

735.588 

204.667 

250.000 

5 

228.146 

137.479 

5.424.957 

5 

2.235.038 

1.865.029 

4.100.072 

21.205 

1.878.417 

64.133 

(638.870) 

1.324.885 

5,424.957 



SMITH, MOORE & CO. 

Notes to Financial Statements 
December31.2017 

Note 1 - Organization and Summary of Significant Accounting Policies 

Nature of Operations 

Smitil, Moore & Co. (the "Company") is a registered securities broker-decler under 
'l'he Secur:ties Exc'1onge Act of 1934 ond investmenl advisor wiih the Securitios 
Exchange Commission ("SEC") and a membor of both the Financial Industry 
Regulatory Authority ("FINRA") and the Securities Investor Protection Corporation 
("SIPe'). The Corrpany hos bro'lch offices located in Missouri, Illinois, and KO,15m 
with registered fi'loncia: advisors servicing ir.dividual and corporate clients primarily 
in the Midwest. The Company primmi'y earns commissions associated with the sa'e 
of securities, mutual fund shores, revenues from principal transactions ond fees 
related to managed occount services. 

The Company contracts with RBC Correspondent Services, a division of RBC 
Capital Markets LLC ("RBC"), to maintair1 custody of client assets and to clear dent 
transact;ons on a fully disclosed basis. 

Financial Statement Presentation 

The financial statements have been prepared in conformity with accounting 
principles gene;ally accepted in the u.S. ("GAAP") which requi'es tre use of 
estimates and assumptions by management in c:ietermini'lg the reported amounls 
of assets a'ld :iabilities. d'sclosures of contingeilt 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. 

Subsequent Events 

The Corr.pany evaluated subsequent events through February 23, 2818 and 
concluded "l"hat ro further activity has occurred tha1· would requi'e recognition or 
disclosure. 

fair Value 

A substantial amount of the Company's fina'lcial ossets a'ld liabi'ities, os well as 
financial instruments with off-balance s''leet risk, are carried at amounts that 
approximate fair value because of their short-term nature. Fair value is estimated 
at a specific paid in time, based on relevan~ market information of the value of 
the underlying instrument. 



SMITH, MOORE & CO. 

Notes to Financial Statements· Continued 
December 31, 2017 

Securities Owned 

Secu'ities owned consist of U.S. government agency and sponsored enterprises 
obligations which the Company classifies os trading securities. These secL;rities are 
bought and held principaliy os inven'rory for "he purpose of selling in the short terril. 

Securities owned are accounted for at estimated fair value os determined by 
management and in accordance with Financial Accounting Standards Board 
("FASB") Accounting Standards Codificajion ("ASe") Topic 820, Fair Value 
Meosureme,'l~s and D]sclosures. The resulting differences between cost and 
estimoted fair value are reflected in current period eorni'lgs and included in the 
accompany;ng statement of income as applicab!e. ~air values are generally 
based on prices from independent sources such as listed market prices or broker 
or dealer price qL.,·ota~ions. 

Advanced Employee Bonuses 

Several financial odvisors received an advanced bonus after joining the Company 
and meeting certain objectives outlined in their employment agreement. The 
financial advisors signed a p;omissory note with the Company, which is amor-rized 
over a 5-year period. The note carries an interest rate that is based on the 
published IRS rtiid-term applicable Federal Rate (AF,~) in the month the odvance 
occurreo. The advanced bonuses outstanding is carried at fair value 0' $204,667 
with no allowance for losses at December 31,2017. 

Property and Equipment 

Equipment, including furniture and fixtures, is recorded at cost and depreciated 
using straight-line methods ovec estimated useful lives of three to soven years. 
l.eosehold :mprovemonts are amortized based on the term of the :ease 
agreement or tho oconornic useful li~e of the improvement, wh'chever is less. 
When assets ore retired or d·sposed of, the cost and accumulated depreciation or 
amortization is removed from the acco·Jnts; gains or losses resulting therefrom ore 
included in the statement Of income. 

Income Taxes 

The stockholders of the Company have elected to be treated os 0'1 "5" 
corporation under provisions of the Internal Revenue Code which prov·de that the 
stockholders ore taxed on their proportionate share of 1"he Company's taxablo 
income. Therefore, no provisio:1 for federal or state income taxes is reflected in 
these financial statements. 

The Company has addressed the provisions of ASC 740-10, Accounrng for Income 
Toxes. In that regard, the Company has evaluated i"'s tax pos'tions, exp'ring 



SMITH, MOORE & CO. 

Notes to Financial Statements - Continued 
December 31,2017 

statutes of limitations, audirs, proposed settlements, cho'lges in tox 'ow and new 
authoritative rulings and believes +hot no provision for income toxes is necessary ot 
this time to cover any uncertain tax posifons. The federal and state income tax 
returns for the Company for 2014,2015,2016 and 2017 ore subject to examination 
by the respective toxing Qutf;orities generally for three years ofter they ore filed. 

Note 2 - Concentration of Credit Risk 

The Company's cosh is deposited with 0 highly creditworthy finane'a! institution. 
Accounts ot this institution ore insured by the Federal Depos"t Insurance 
Corporalion ["FDIC) up to $250,000, AI December31, 2017, the Company hod 
approximately $1 ,925,000 ir. excess of FDIC insured lim:ts. 

Note 3 - Deposits with Clearing Organizations 

In addition, he Company is contraCTually obligated to maintain a deposit 
account at RI)C. As designated by the terms of the agreement Hle deposit 
account will, at all times, contain cash, qualified sGcuritiGs, or bo~h, having a fair 
market value of at least $200,000. At December 31,2017, this deposit was $2CO,000. 

Pursuant to applicable Federal Reserve regUlations, the Co:rnpany also maintains 
a depos:1' WiTh RBC relative to proprietary irading which covers securiries 
purchased or sold shorr within the firm's inven1"ory accoun-s. At December 31. 
2017, this depOSit was $50,000, 

Note 4 - Securities Owned and Fair Value Measurements 

FASB ASC 828, Fa'r Value Measurements and Disclosures, defines fair value, 
establishes a frameworK for measuring fair va'ue, ar.d establishes a fair value 
hierarchy which prioritizes the inputs to valuation techniques. Fair value is the price 
that would be recoivod to sell an asset or paid to ~ra'lsfer a liabili~y in an order:y 
transacfon between market participan~s at the meas-Jrement dote. A fair value 
measurement assumes that the transaction to sell the asset or transfer the I'ability 
occurs i'l the principal market fo,c the asset or liability or, in the absence of a 
principal market, the most advantageous market. 

Valuation techniques that are consistent witn the market, income or cost 
approach, as soecified by FASB ASC 820, are used ~o measure fair valuo. 

The fair value hierarchy prioritizes the irputs to valuation techniqJes used to 
measure fair value into three broad levels: 

• Levell - Valuation is based on qJo-ed prices in active markets ;or identical 
instrume'l~s in active markots. 



SMITH, MOORE & CO. 

Notes to Financial Statements - Continued 
December 31, 2C17 

• Level 2··· Valuation is based on quoted prices for similar instru_'Ilents in active 
markets; quoied prices for identical or simPar insrruments in markets that ore not 
active: and model-derived valuations whose inputs are obsecvable or whose 
significant value drivers ore observable. 

• l,,8vel3 - Valuotion is generated from model-based techniques that use ot least 
onE) significant assumption not observable in the market. These unobservable 
assumptions reflect estimates o~ assumptions that market participants would 
use in pricing the asset or liability. Valuation techniques include use of option 
pricing models, discounted cosh flow models and simila c techniques. 

The availability of observable inputs can vary from securi~y to security and is 
affected by a wide variety of factors, inclucii:lg, for example, the :-ype of security, 
the liqcJidity of the markets, and other characteristics particular to the security. To 
the extent that the valuation is based on models or inputs that are less observable 
or unobservable in the market, the determinatior. of fair value requires rrore 
judgment. Accordingly, the degree of judgment execcised in determining fai y 

value is greatest for instruments categorized in Level 3. 

The inputs used to measure fair value may fall into different levels of the fair value 
hierarchy. In such cases, for disclosu:e purposes, the level in the fair value hierarchy 
wi·rhin which the fair value measurement falls in its entirety is determined based on 
the lowest level input that is signi'icant to the fair value measurement in its entirety. 

Seclirities ownod co::sist of Level 2 trading and investment securities, at market 
value, as follows at December 31,2017: 

u.s. government agency and sponsored enterprises obligations .:t.5 

There were no transfers between Leve! 1 and Level 2 during the yeo:. 

These positions are offset by a corresponding 1001 obligat:o'l payable to RBC in 
the amount of $5 which is included in payables to clearirg organizations in the 
accompanying statement of finar.cial condition . 

. 6 -



SMITH, MOORE & CO. 

Notes to Financial Statements - Continued 
December 31,2017 

Note 5 - Property and Equipment 

Property and equipmort consists of the foliowing at December 31,2017: 

computers and office equipment 
rurni~uro and fixtures 
Leosehdd improvoments 

Less accumulated depreciation o'ld amortization 

$ 

~ 

268,704 
321,507 

81,556 
671167 

[534,288J 
137,479 

Note 6 - Accounts Payable, Accrued Expenses, and Other Liabilities 

Accounts payable, accrued expenses, and other liabi:ities consisted of the 
following at December 31,2017: 

Accounts payable 
Accrued expenses and other accrued liabi',j+ies 
Accrued commissions poyable 

Note 7 - Deferred Revenue and Accrued Clearing Fees 

$ 33,749 
767,034 

1,434,255 
$V35Jl38 

As port of the cloaring ogreemen- entered inro wil'h RBC in June 2012, the 
Company received a cash incentive payment of $1500,000. In addition, clearing 
fees of $393,327 were waived for the first 18 months after c)stomer accounts 
transitioned to RBC. Tr.ese deferred amounts are reported in the accompanying 
statemer,t of financial condition and a;-e bei.'lg amortized on a s+raight-lined bosis 
over the ten year ter:n of ~he agceement pursuant to ;\SC Subtopic 605-50, 
Custo'1ler Payments and Incentives. The yearly omorrized amounts ore reported 
as a reduction of brokerage and c:earing feos in the accompanying statemen~ of 
l'lcome. The unamortized deferred revenue is on allowoble credit in the 
computation of net capital under rule ISc3-1. 

Note 8 - Short-Term Bank loans 

The Company has a line-of-crod:t agreement with Parkside Fir,ancial Bank & Trus~ 
("Parkside") provid'ng for borrowings up to $300,000. Interest is calcu:ated at the 
bank's prime rate plus 0.5%, with a minimum of 5.00% per ar,num. The agreement 
expires on February 28, 2018. It is collateralized by substantially all business assets. 
At December 31, 2017, there was no unpaid balance outstanding or pledged 
collatera' und8r this agreement, 

, 7 -



SMITH, MOORE & CO. 

Notes to Financial Statements· Continued 
December 31 , 20',7 

Note 9 - Commitments 

The Company leases office space, equipment, network services, securities 
research and informat:on services unoer nOri-cancela'ole operating leases oxpiring 
at Vo c iOU5 times through February 2028, Certain leoses contoin renewal options. 

The following is a schedule of future mi:1imlJm lease payments req.Jired under the 
leases as of December 31 : 

2018 899,355 

2019 543,681 

2020 466,287 

2ml 290,699 

2022 to 2028 1,613,423 

The RBC clearing agreement requires minimum month'y revenues from trade 
clearance and execution fees, clearing broker portion of 'TIonoged account fees, 
and technology and other misce~laneous fees of $30,000 per month. 

The Company could be subject to I:quidated damages if an election is made to 
voluntarily terminate the ten-year term 0' the Rl3C agreement early for convenience. 
The amOUni of the termination feo would be $30,000 for each remaining month of 
-rhe initio! agreement terms. The Compa'lY does not anticipate a voluntary 
termination of the Agreement os 0' Decembei 31. 2017 a'ld thrOugh the dote the 
financial statements were issued. 

Note 10 - Net Capital Requirements 

The Compony is subject to the SEC's Uniform Net Cap·tal Rule 15c3-1, which requires 
the maintenance of minimcJm Net Capital. The Company has elected to use the 
basic computation method, as is permitted by '~he rule, which requ;res thO"~ the 
Company mainta:ns min:mum Net Capital, as defined, equol to the greater of 
$250,000 or 6-2/3 percent of total aggregate indebtedness. The Net Capital Rule of 
the SEC also provides that advances to affiliates, repayment of borrowings, dividend 
paymerts, and other equity withdrawals are subject to certain notification and other 
provisions under Rule lSc3-1. 

At December 31, 2017, the Co:npailY had Net Capital of $946,096 which was 
$696,096 in excess of the required minimum and the aggregate indebtedness to Net 
Capitol ratio was 1.27 to 1, as computed undor SEC Rule lSc3-1. 

- 8 -



SMITH, MOORE & CO. 

Notes to Financial Statements - Continued 
December 31,2017 

The Company anticipates capital wilhdrowois of $266,050 within the next three 
mantels fol'owi.'lQ December 31,2017. T'le oggcegote inde'otedress to Net Capitol 
ratio wil be 2.35 to 1, as computed under SEC Rule 15c3-1. 

Note 11 - Financial Instruments with Off-Balance Sheet Risk 

The Company's customer accounts aro corried by the clearing broker-dealer. 
Execution ord clearing services are OISO performed by the carry;ng broker-dealer. 
The ogree'llent between the Campor,y and the clearing broker-cealer stipulates 
that all losses resulting from the COMpany's customers' inability to f--.!Ifill the:r 
contractual obligations ore the responsi'o'lity of the Company. As designated by the 
terms of the arrangemen+, the Company carries a deposit with the oroker-dealer in 
the amount of $200,000 (see Note 3). 

Markel risk is the potential loss the Company may incur as a iesult of changes in the 
market or fair value of a particular instrument. All financial instruments are subject to 
market risk. The Company's oxposuce to market risk 's deterMined by a numbei of 
factors indJding size, duration, composition, and diversificO'~ion of positions held, the 
absolute and relative level o~ interest rates and foreign CUrr8:lcy exchange rates, as 
we!1 as market volatility and liquidity. The Company manages market risk by setting 
and monitoring adherence to risk limits. 

Note 12 - Employee Benefit Plan 

The Company estab'isheo and sponsors the Smith Moore 401,:kj Plan for ali 
employees meeting certain eligibility requirements. Tho Company contributed 3% 0' 

employee compensation to the Plan, not to exceed the amounts as permitted 
under the Internal Revenue Code. 

Note 13 - Common Stock Transactions 

In 2017, the Company purchased 1,565 shares of its common s~ock from former 
stockholders "or a total purchase price of $267,438. Also in 2017, tho Company issued 
270 shares 0" its common stock to stockholders for a total iS5uar'.ce price of $47,936. 
Thoso transactions wee reflected in the accompa'lying statement of changes in 
stockholders' equity. 

In February 2018, the Company plans to issue 1,470 shores of treasury stock to new 
and existing stockholders foe a total issuance price of $251 ,693. 

Note 14 M Contingencies 

The Company is a registered broker-dealer and, as such, is s·Jbject -0 the continual 
scrut:ny of those who regulate the industry, including F NRA the S~C and the various 
securifes commissions of the states and jJrisdictions in which it operates. As part of 

9 -



SMITH, MOORE & CO. 

Notes to Financial Statements - Continued 
December 31, 2017 

the regulatory process, the Company is subject to routine examinations, the purpose 
of which is to determine the Company's comp:iance with rules and regulations 
promulgated by the examining regulatory authority. It is not uncommon for the 
regulators to assert upon comple~ion of an examination, that the Company has 
violated certain of these rules and regulations. Where possible, the Company 
endeavors to negate or correct such asserted violations. In certa:n circumstances, 
and depending on the nature and extent of the violations, the Company may be 
subject to disciplinary action, including fines. During the year ended December 31, 
2017 there were no amounts levied against the Company as a result o~ regulatory 
assessments and awards. 

In the r-arma; course of business, there are various legal actions and proceedings 
pending against the Comoany. In manageme0~'s opinion, after cO:lsul~ation with 
outside counsel, the liability, if any, resulting from these legal actions will not have a 
material adverse effect on the Company's financial position. 

- 10-


