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OATH OR AFFIRMATION

I, _JAMES R. LANIGAN, JR. , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

FIRST BANKERS' BANC SECURITIES, INC. > as
of DECEMBER 31, ~, 2008 , are true and correct. I 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:

JAMES R. LANIGAN, JR — GAMMA OMEGA INVESTMENT CLUB; INVESTMENT NUMBER 7R8153532

] /)
i /A

Si‘gﬁ’atﬁre

M —

Notary Public

Siate of Missouri, St Louls County
This report ** contains (check all applicable boXes): Commission # 06426594
Kl (2) Facing Page. My Commission Expires May 13, 2010
k! (b) Statement of Financial Condition.
k! (c¢) Statement of Income (Loss).
k] (d) Statement of Changes in Financial Condition.
Bl (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
[0 (fH) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
X
x
O
O
Xl
O

(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.

(3) 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.

(1) An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

[0 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
First Bankers’ Banc Securities, Inc.
St. Louis, Missouri

We have audited the accompanying statement of financial condition of First Bankers’ Banc
Securities, Inc. as of December 31, 2008. This 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 conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statement is free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statement. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the

financial position of First Bankers’ Banc Securities, Inc. as of December 31, 2008, in conformity
with accounting principles generally accepted in the United States of America.

(Gmet

St. Louis, Missouri
February 18, 2009
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Member: American Institute of Certified Public Accountants - lllinois CPA Society - Missouri Society of Certified Public Accountants



FIRST BANKERS' BANC SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2008
ASSETS

Cash and cash equivalents $ 55,337
Deposit with clearing organization 100,000
Miscellaneous receivables 173,115
Securities owned, at market value 12,683,397
Fixed assets, net 116,299
Refundable income taxes 8,956
Deferred tax asset 14,000
Goodwill 3,956,752
Prepaid and other assets 178,420

Total Assets $ 17,286,276

LIABILITIES AND STOCKHOLDER'S EQUITY

Accounts payable and accrued expenses $ 2,317,114
Income taxes payable 12,610
Securities sold, not yet purchased 49,948
Payable to clearing organization 7,210,615
Total Liabilities 9,590,287
Stockholder's Equity
Common stock, $1 par value, 1,000 shares authorized,
issued and outstanding 1,000
Additional paid-in capital 6,111,144
Retained earnings 1,583,845
‘Total Stockholder's Equity 7,695,989
Total Liabilities and Stockholder's Equity § 17,286,276

See accompanying notes to Statement of Financial Condition.
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FIRST BANERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

NOTE 1: NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT -
ACCOUNTING POLICIES

Nature of Operations

First Bankers’ Banc Securities, Inc. (the Company) is primarily engaged in the business of
buying and selling fixed income securities for financial institutions located in the Midwestern
United States. The Company is subject to competition from other broker-dealers. The Company
is a member of FINRA and operates under the exemptive provisions of Rule 15¢3-3(k)(1) under
the Securities and Exchange Act of 1934.

The Company is a wholly-owned subsidiary of Bankers’ Banc Investment Services, LLC.

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.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Company considers all highly liquid
investments with original maturities of three months or less to be cash equivalents.

Miscellaneous Receivables

Miscellaneous receivables are stated at the amounts billed to clients and are ordinarily due when
invoiced. Delinquent receivables are written off based on individual credit evaluation and
specific circumstances of the client.

Goodwill

In accordance with Statements of Financial Accounting Standards No. 142, goodwill is not
amortized since it has an indefinite life. Instead, it is tested annually for impairment. As of
December 31, 2008, there were no changes in the carrying value of goodwill related to
impairment.



FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they
had settled. Profit and loss arising from all securities transactions entered into for the account
and risk of the Company are recorded on a trade date basis. In certain cases, a broker-dealer or
client will fail to deliver securities to the Company and, as a result, the Company will fail to
deliver securities to the counterparty to the transaction. The Company promptly forwards
securities upon receipt and will settle cash when the security is delivered.

The Company promptly forwards all funds and securities received and does not otherwise hold
funds or securities for, or owe money or securities to, clients.

Marketable securities are valued at market value, and securities not readily marketable are valued
at fair value as determined by management. The resulting difference between cost and market is
included in other income.

Fixed Assets

Fixed assets are recorded at cost and are depreciated on the straight-line method. Depreciation is
provided over the estimated useful lives of the respective assets.

Income Taxes

Income taxes are provided for the tax effects of the transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes. The deferred tax assets and
liabilities represent the future tax return consequences of those differences, which will either be
taxable or deductible when the assets and liabilities are recovered or settled. Deferred tax assets
and liabilities are reflected at income tax rates applicable to the period in which the deferred tax
assets or liabilities are expected to be realized or settled. As changes in tax laws or rates are
enacted, deferred tax assets and liabilities are adjusted through the provision for income taxes.
The Company is included in the consolidated federal and state income tax returns of Bankers’
Banc Investment Services, LLC. Federal and state income taxes are calculated as if the Company
filed on a separate basis.



FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

New Pronouncements

The Financial Accounting Standards Board issued Statement of Financial Accounting Standards
(FAS) No. 157, Fair Value Measurements, effective for fiscal years beginning after November
15, 2007. FAS 157 defines fair value, establishes a framework for measuring fair value in
generally accepted accounting principles (GAAP), and expands disclosures about fair value
measurements. The Bank’s adoption of this standard has not had a significant impact on the
Company’s consolidated financial position, results of operations or cash flows.

The Financial Accounting Standards Board deferred the effective date of FASB Interpretation
(FIN) No. 48, Accounting for Uncertainty in Income Taxes, to fiscal years beginning after
December 15, 2008. FIN 48 prescribes a recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax position taken or expected to be taken
in a tax return. The impact of adopting FIN 48 in 2009 has not been determined by the Company.

NOTE 2: DEPOSIT WITH CLEARING ORGANIZATION

The Company has an agreement with a national broker-dealer to clear certain of its customer
transactions on a fully disclosed basis. This agreement requires a $100,000 deposit which is
maintained in cash with the broker-dealer.

NOTE 3: SECURITIES OWNED AND SOLD, NOT YET PURCHASED, AT MARKET
VALUE

Marketable securities owned and sold, not yet purchased, consist primarily of fixed income
securities at market value, as follows:

Sold, Not
Owned Yet Purchased

Obligations of U.S. Government Agencies $ 2,763,038 $ 49,948
State and municipal obligations 9.920.359 -

$12,683397 3 49,948




FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008
NOTE 4: FIXED ASSETS

Fixed assets consist of the following at December 31, 2008:

Building improvements $ 43,778
Furniture and fixtures 66,745
Computer equipment and software 48.371
Fixed assets, at cost 158,894
Less — accumulated depreciation (42,595)
Fixed assets, net $ 116,299

NOTE 5: PAYABLE TO CLEARING ORGANIZATION

The Company clears proprietary and customer transactions through another broker-dealer on a
fully disclosed basis. The amount payable to the clearing broker represents short-term borrowings
at fluctuating rates, principally 50 basis points over the clearing brokers cost of funds rate of
1.4201% at December 31, 2008 and is collateralized by securities owned by the Company.
Amount payable to the clearing organization at December 31, 2008 was $7,210,615.

NOTE 6: INCOME TAXES

The deferred tax asset in the accompanying balance sheet is predominately related to the book to
tax difference in depreciation totaling $14,000.

NOTE 7: LINE OF CREDIT

The Company has a $600,000 line of credit to a bank and has a balance of $0 at December 31,
2008. The line of credit has interest at prime, payable monthly, and matures on December 1,
2011.



FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

NOTE 8: EMPLOYEE BENEFITS

The Company has a qualified, contributory profit sharing plan covering full-time employees
which qualifies under section 401(k) of the Internal Revenue Code. The plan provides for
discretionary contributions by the Company in such amounts as the Board of Directors may
annually determine.

NOTE 9: NET CAPITAL REQUIREMENTS

The Company is required to maintain minimum net capital as defined by Rule 15¢3-1 under the
Securities Exchange Act of 1934. Rule 15¢3-1 requires minimum net capital to be greater of
$100,000 or 6 2/3% of aggregate indebtedness. As of December 31, 2008, the Company had net
capital, as defined, of $2,706,312, which exceeded the minimum requirements of $100,000.
Also, as defined by Rule 15¢3-1, the ratio of aggregate indebtedness to net capital for the
Company may not exceed 15 to 1. As of December 31, 2008, the ratio of aggregate indebtedness
to net capital for the Company was .86 to 1.

NOTE 10: OFF-BALANCE-SHEET AND CREDIT RISK

In the normal course of business, the Company’s actions involve the execution and settlement of
securities transactions. Credit risk results from the possibility that a loss may occur from the
failure of another party to perform according to the terms of settlement. The Company has
control procedures regarding securities transactions with counterparties and the manner in which
they are settled. The settlement of open transactions as of December 31, 2008 is not expected to
have a material adverse effect on the financial statements of the Company.

As a securities dealer, the Company is engaged in various securities trading activities. Exposure
of the Company to credit risk associated with the non-performance of the counterparties in
fulfilling their contractual obligations pursuant to securities transactions can be directly impacted
by volatile trading markets, which may impair a counterparty’s ability to satisfy its obligations to
the Company.



FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

NOTE 11: FAIR VALUE MEASUREMENTS

Fair values of assets and liabilities measured on a recurring basis at December 31, 2008 are as
follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets/Liabilities Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
Securities owned, at
market value $ 12683397 $§ 12,683.397 § - 3

NOTE 12: OPERATING LEASES

The Company has entered into operating leases for office space in St. Louis, Missouri through
October 2017 and Overland Park, Kansas through July 2009. As of December 31, 2008, the
future minimum rental payments are as follows:

2008 $ 147,609
2009 117,663
2010 117,663
2011 120,464
2012 128,869
Thereafter 483,259

$ 1,115,527



