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OATH OR AFFIRMATION

1, ANDREW N _PENROD , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
PENROD FINANCTAL SERVICES INC , as

of NECEMBRER 11 ,20_0R , are true and correct. | further swear (or affirm) that

neither the company ner any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

e 2P —

Signature

VICE PRESIDENT

Z// o
e %/ NOTARY SEAL "

Notary Public . , Not Fubli
i TAMARA L HASLAR, MARCH 27, 2011 ¢ ramara L Hasiaf, Motary “ublic

' Christian County, State of Missouri

This report ** contains {check all applicable boxes): My Commission Expires 3/27/2011

(a) Facing Page. Comrmission Number 07497389

(b) Statement of Financiat Condition.

(c) Statement of Income (Loss).

{(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.

4
e
=
X
d
% {g) Computation of Net Capital, i
&
e
O
b
v

(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, -

() 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 Repornt.

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

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



Evers & Company, CPA’s, L.L.C.

Certified Public Accountants and Consultants

Elmer L. Evers
Jerome L. Kauffman
Richard E. Elliott
Dale A. Siebeneck
Keith L. Taylor

Jo L. Moore

February 23, 2009

Donald Penrod, Shareholder
Penrod Financial Services, Inc.

We have audited the financial statements of Penrod Financial Services, Inc. for the year ended
December 31, 2008, and have issued our report thereon dated February 23, 2009. Professional

standards require that we provide you with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated January 14, 2009, our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared by
management with your oversight are fairly presented, in all material respects, in conformity with
U.S. generally accepted accounting principles. Our audit of the financial statements does not
relieve you or management of your responsibilities.

Planned Scbpe and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
] appropriateness of accounting policies and their application. The significant accounting policies
used by Penrod Financial Services, Inc. are described in Note 1 to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during
2008. We noted no transactions entered into by the Institution during the year for which there is a
lack of authoritative guidance or consensus. There are no significant transactions that have been
recognized in the financial statements in a different period than when the transaction occurred.
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Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimate affecting
the financial statements was:

Management’s estimate of the allowance for doubtful accounts is based on historical sales,
historical loss levels, and an analysis of the collectibility of individual accounts. We evaluated
the key factors and assumptions used to develop the allowance in determining that it is
reasonable in relation to the financial statements taken as a whole.

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial
statement disclosures are particularly sensitive because of their significance to financial statement
users. The most sensitive disclosure affecting the financial statements was:

The disclosure of related party transactions in Note 2 to the financial statements.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and commiunicate them to the appropriate level of
management. None of the misstatements detected as a result of audit procedures were of the nature

that they are required to be communicated to management.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a

financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that
could be significant to the financial statements or the auditor’s report. We are pleased to report that
no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated February 23, 2009.



Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “‘second opinion” on certain situations. If a consultation
involves application of an accounting principle to the Institution’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

Our Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Institution’s auditors.
However, these discussions occurred in the normal course of our professional relationship and our

responses were not a condition to our retention.

This information is intended solely for the use of the shareholder and management of Penrod

‘Financial Services and is not intended to be and should not be used by anyone other than these

specified parties.

Very truly yours,

Cfm ,g%-aﬂ%, EAGs, L LC

EVERS & COMPANY, CPA’s, L.L.C.
Jefferson City, Missouri
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Evers & Company, CPA’s, L.L.C.

Certified Public Accountants and Consultants

Elmer L. Evers
Jerome L. Kauffman
Richard £. Elfiott
Dale A. Siebeneck
INDEPENDENT AUDITORS' REPORT Keith L. Taylor

Jo L. Moore

To the Board of Directors and Stockholders
Of Penrod Financial Services, Inc.

We have audited the accompanying statement of financial condition of Penrod Financial Services,
Inc. as of December 31, 2008, and the related statements of income, changes in stockholder’s
equity, and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements
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 statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. 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 Penrod Financial Services, Inc. as of December 31, 2008, and the results of
its operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Qur|audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying information on pages 8 through 10 is presented for purposes
of Jaddltxonal analysis and is not a required part of the basic financial statements, but is
SUp]?lementary information required by Rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements, and in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

dz% ,‘g%, CAs L L

EVERS & COMPANY, CPA's, LL.C.
Jefferson City, Missouri

February 23, 2009
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PENROD FINANCIAL SERVICES, INC,
 Branson, Missouri

STATEMENT OF FINANCIAL CONDITION
December 31, 2008

ASSETS
Current Assets:
Cash and cash equivalents $ 7,566.25
Receivablés from Brokers or Dealers:
Commisgions Receivable - Listed . 683.43
Commissions Receivable - Other 80.00
Other Current Assets: .
Funds on [Eeposit at Clearing Agency 10,778.23
Prepaid Fidelity Bond 466.68
Total Gurrent Assets 5 19,574.59
TOTAL ASSETS 19,574.59
LIABILITIES AND STOCKHOLDER'S EQUITY
Current Liabilities:
Payable to|Non-Customers:
Commissions Payable : 3 241.21
Accounts Payable 2,733.62
Total Current Liabilities 2,974.83
Total Liabilities 2,974.83
Stockholder’s Equity:
Common Stock-30,000 Shares, $1 Par Value
Authorized; 500 Shares Issued and Outstanding 500.00
Additional|Paid in Capital 15,560.10
Retained Earnings 539.66
Total Stockholder's Equity 16,599.76
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY 19.574.59

See accompanying notes to the financial statements.
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PENROD FINANCIAL SERVICES, INC.
Branson, Missouri

STATEMENT OF INCOME
Fot the Year Ended December 31, 2008

Revenue:
Commission Income from Security Transactions 5 195,833.88
Other Revenue:
Interest Income 311.00
Tqtal Revenue $ 196,144.88
Expenses:
Commissions paid to others 68,750.25
Commissions paid to Other Broker-Dealer-Clearing 3,851.48
Regulatory Fees and Expenses:
Licensing Fees 5,262.45
SIPC Assessment 150.00
MBRB Annual Fee 300.00
Other Expenses:
Advertising 3,627.40
Annual Registration 27.00
Bank Charges 154.00
Cleaning Expense 2,372.63
Fihelity Bond Expense 560.00
Insurance ‘ 303.00
Office Supplies 7,871.88
MEeting 78.84
P%roll 7,234.16
Pastage and Printing 3,474.26
Prpfessional Fees 2,930.45
Rént Expense 8,100.00
Repairs 71.24
Seminars and training 750.00
Sybscriptions 3,051.16
Taxes 201.53
Telephone 6,584.41
lelave] & Entertainment - 2,387.12
Utilities 1,308.92
Total Expenses 135,402.18
Net Income 5 60,742.70

See sccompanying notes to the financial statements.
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PENROD FINANCIAL SERVICES, INC.
Branson, Missouri

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
For the Year Ended December 31, 2008

Common  Paid-In Retained

Stock Capital Earnings Total
Balance, Beginning of Year $ 50000 $ 15,560.10 $ 9,866.46 §$§ 25,926.56
Net Ingome ‘ - - 60,742.70 60,742.70
Less: Distributions to Shareholder - | - (70,069.50)  (70,069.50)
Balance, End of Year $ 500.00 § 15,560.10 % 539.66 § 16,599.76

See accompanying notes to the financial statements.
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Branson, Missouri

PENROD FINANCIAL SERVICES, INC,

STATEMENT OF CASH FLOWS (INDIRECT METHOD)
For the Year Ended December 31, 2008

Cash Flows from Operating Activities:

Net Income
A

‘:ljustment to Reconcile increase(decrease)

in net income to net cash provided by
gperating activities:

(Increase)decrease: :
Receivables from Brokers/Dealers Clearance Accoun
Receivables from Commissions
Receivables from Non-Customer Commissions
Increase(decrease):

! . e
Commissions Payable

Jﬁ\ccounts Payable
et Cash Provided by Operating Activities

Cash Flows from Financing Activities:
Distributions to Shareholder

Net Cash Used in Financing Activities
Increase(Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

5

$60,742.70

(114.49)
(640.87)
150.01

(64.58)
(1,092.36)

58,980.41

(70,069.50)

(70,069.50)

(11,089.09)

18.655.34

7,566.25

See accompanying notes to the financial siatements.



PENROD FINANCIAL SERVICES, INC.
Branson, Missouri

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2008

NO]

CE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of Business
Penrod Financial Services, Inc. is a registered broker/dealer company. It is a member of the
Financial Industry Regulatory Authority (FINRA). The FINRA which operates subject to Securities

and

Exchange oversight, is the largest non-govemmental regulatory for all securities firms doing

business in the United States.

A summary of significant accounting policies follows:

Use of Estimates

lE’hc preparation of financial statements in conformity with accounting principles generally
ccepted in the United States of America requires management to make estimates and

sumptions that affect the reported amounts of assets and liabilities at the date of the financial
tatements and the reported amounts of revenues and expenses during the period. Actual results
Fould differ from those estimates.

Cash and Cash Equivalents
For purposes of the statements of cash flows, the Company considers all highly liquid debt
lnstruments purchased with a maturity of three months or less to be cash equivalents.

Commissions Receivable

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

Income Taxes

The Company has elected to be taxed under the provisions of Subchapter S of the Internal
Revenue Code. Under those provisions, the company does not pay federal and state corporate
income taxes on its taxable income. Instead, the stockholder is liable for federal and state
ncome taxes on his respective share of the Company’s net income on his individual income tax
returns,

Lecurltles Transactions
Customers’ securities and commodities transactions are reported on a trade date basis with
related commission income and expenses reported on a trade date basis.

Amounts receivable and payable for securities transactions that have reached their contractual
settlement date are recorded at net on the statement of financial condition.




PENROD FINANCIAL SERVICES, INC.
Branson, Missouri

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2008

NOTE 2 - RELATED PARTY TRANSACTION:

The sole shareholder of Penrod Financial Services, Inc. is also the sole shareholder of Penrod
Agency Inc., dba Penrod Financial Group, an insurance agency. Penrod Financial Services, Inc.
reimburses Penrod and Company for their pro rata share of overhead expenses. The allocation
percentage used for the year ended December 31, 2008 was 75%. The following amounts were
paid to Penrod and Company for the year ended December 31, 2008:

Cleaning Expense $ 2,372.63
Office Supplies 7,871.88
Postage 2,323.80
Printing 1,150.46
Professional Fees 8,737.50
Rent 8,100.00
Subscriptions 3,051.16
Telephone 6,584.41
Utilities 1,308.92
Payroll 7.234.16

4 4,92

At December 31, 2008, Penrod Financial Services, Inc. owed Penrod and Company $2,733.62 for
overhead expenses.

NOTE 3 - NET CAPITAL REQUIREMENTS:

The Company 1s subject to the Securities and Exchange Commussion Uniform Net Capital Rule
(SEC rule 15c3-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At
December 31, 2008, the Company had net capital of $16,599.76, which was $11,599.76 in excess
of its required net capital of $5,000.
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PENROD FINANCIAL SERVICES, INC.
Branson, Missouri

STATEMENT OF CHANGES IN FINANCIAL POSITION
For the Year Ended December 31, 2008

Working Capital Provided by:
Net Income from Operations

Total Sources

Working Cépital Used for:
Distributions to Sharcholder

Total Uses

Increase (Decrease) in Working Capital

Changes in Components of Working Capital:

Current Assets:
Cash and Cash Equivalents
Commissions Receivable - Listed
Commisions Receivable - Other
Funds on Deposit at Clearing Agency
Prepaid Fidelity Bond

Net change in current assets
Current Liabilities:

Commissions Payable
Accounts Payable

Net change in current liabilities

Increase (Decrease) in Working Capital

$ 60,742.70

§ 60,742.70

70,069.50

(70,069.50)

$  (9,326.80)

Increase
(Decrease)

Beginning  End of
of Year Year

$18,65534 § 7,566.25 § (11,089.09)

42.56 683.43 640.87
230.01 80.00 (150.01)
10,663.74 10,778.23 114.49
466.68 466.68 -
(10,483.74)
305.79 241.21 64.58
3,825.98 2,733.62 1,092.36
1,156.94

$  (9,326.80)




PENROD FINANCIAL SERVICES, INC.
Branson, Missouri

STATEMENT OF SIPC ANNUAL GENERAL ASSESSMENT AND PAYMENTS
For the Year Ended December 31, 2008

Required Payment Per SIPC Instructions $ 150.00

Schedule of Payments Made:

Date Amount
January 17, 2008 $ 150.00

The above payment represents the SIPC annual assessment for 2008.



PENROD FINANCIAL SERVICES, INC.,
' ‘Branson, Missouri

COMPUTATION OF NET CAPITAL
For theYear Ended December 31, 2008

Stockholder's Equity from Statement of Financial Condition $ 16,599.76

Less Deductions for Non Allowable Assets:

Prepaid Fidelity Bond , (466.68)
Interest on Clearing Account ' (778.23)

Total Deductions for Non Allowable Assets o (1,244.91)
Net Capital before Haircuts * 15,354.85
Less Haircut: Franklin Moﬁey Fund. {131.95)
Net Capital ' $ 1522290

* Haircuts are deductions from the net capital of certain percentages of the market value
of securities and commodity futtures contracts that are long and short in the capital and
proprietary accounts of a broker-dealer and in the accounts of partners. These deductions
are solely for the purpose of computing net capitat and are not entered on the books.

There are no material differences between this Net Capital calculation compared to the
broker-dealer's unaudited Part II.
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Evers & Company, CPA’s, L.L.C.

Certified Public Accountants and Consultants

Elmer L. Evers

Jerome L. Kauffman
Richard E. Elfiott
Dale A. Siebeneck
Keith L. Taylor

To the Officers of ‘ Jo L Moore

Penrod Financial Services, Inc.

In planning and performing our audit of the financial statements of Penrod Financial Services, Inc.
(the Company), as of and for the year ended December 31, 2008, in accordance with auditing
standards generally accepted in the United States of America we considered the Company’s internal
control, over financial reporting (internal control) as a basis for designing our auditing procedures
for the purpose of expressing an opinion on the financial statements but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control accordingly, we do
not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including consideration of
control activities for safeguarding securities. This study included consideration of control activities
for safeguarding securities. This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company does
not carry securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in any of the
following:

l.  Making quarterly securities examinations, counts, verifications, and comparisons
and recordation of differences required by rule 17a-13 '

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Govemors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of controls and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to achieve the
SEC’s above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management’s authorization and
recorded properly to permit the preparation of financial statements in conformity with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.
' i1
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Because of inherent limitations in internal control or the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such
that there 1s more than a remote likelihood that a misstatement of the entity’s financial statements
that is more than inconsequential will not be prevented or detected by the entity’s intemal control.

A material weakness 1s a significant ‘deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity’s intemnal control.

Our consideration of intemal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses.

However, we 1dentified the following deficiencies in internal control that we consider to be material
weaknesses, as defined above. These conditions were considered in determining the nature, timing,
and extent of the procedures performed in our audit of the financial statements of Penrod Financial
Services, Inc. as of and for the year ended December 31, 2008 and this report does not affect our
report thereon dated February 23, 2009,

Organizational Structure

The size of the Company’s accounting and administrative staff precludes certain internal controls
that would be preferred if the office staff were large enough to provide optimum segregation of
duties. The president should continue to remain involved in the financial affairs of the Company in
order to provide an overview of transactions and the intemal control structure.

Internal Control Structure

We are required to give consideration to the Company’s ability to prepare financial statements and
related note disclosures, as well as the oversight of the financial reporting process by those charged
with governance. The Company does not have in place controls that would assure the preparation
of internal financial statements and related note disclosures in accordance with generally accepted
accounting principles. The Company engages the independent auditors to draft the financial
statements, which includes drafting the primary financial statements and the disclosures, as well as
performing procedures to ensure that the disclosures are complete. Once drafted, the financial
statements are submitted to the Company for review and approval. While this practice is common
and practical, we must inform those charged with governance that this must be considered a
material weakness in internal control since the financial statement preparation cannot be performed
in-house.
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We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, except for those
items described as material weaknesses, believe that the Company’s practices and procedures were
adequate at December 31, 2008, to meet the SEC’s objectives.

This report is intended solély for the information and use of the Board of Directors, management,
the SEC, FINRA, and other regulatory agencies that rely on rule 17a-5(g) under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be
and should not be used by anyone other than these specified parties.

dﬁm.a_ ,5'&:?7&44%, d’ﬂ"?:’, LLC

EVERS & COMPANY, CPA’s, L.L.C.
Jefferson City, Missouri

February 23, 2009

- END




