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OATH OR AFFIRMATION 

I, __ BRIANL ~u'"'"'''v1 ---------------------'swear (or affirm) that, to the best of 
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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: 

COMMONWEAlTH OF PENNSYLVANIA 
Notarial Seal 

Walker, Notary Public 
Boro, Centre County 

~ Expires Dec. 23, 2014 
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Nestlerode & Loy, Inc. 
430 W. Irvin Avenue 
State College, Pennsylvania 

Report on the Financial Statements 

Independent Auditors' Report 

We have audited the accompanying financial statements of Nestlerode & Loy, Inc., which comprise the 
statement of financial condition as of September 30, 2013, and the related statements of income, changes in 
stockholders' equity and cash flows for the year then ended, and the related notes to the financial 
statements, that are filed pursuant to Rule 17a-5 under the Securities and Exchange Act of 1934. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted 
our audits 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
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Nestlerode & Loy, Inc. 
Page Two 

Opinion 

Independent Auditors' Report 
(Cont'd) 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Nestlerode & Loy, Inc. as of September 30, 2013, 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. 

Other Information 

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a 
whole. The information contained in Schedules I and II is presented for purposes of additional analysis and 
is not a required part of the basic financial statements, but is supplementary information required under Rule 
17a-5 of the Securities and 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. 

November 8, 2013 
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Nestlerode & Loy, Inc. 
Statement of Financial Condition 
September 30, 2013 

Cash 

Receivables: 

ASSETS 

Accounts receivable - brokers and dealers 
Accounts receivable- 12b-1 
Employee advances 

Total receivables 

Prepaid taxes and expenses 
Deferred tax assets 
Furniture, equipment and leasehold improvements, at cost, less 

accumulated depreciation and amortization of $154,861 

LIABILITIES AND STOCKHOLDERS' EQUITY 

LIABILITIES 
Accounts payable- trade 
Accounts payable -12b-1 
Accrued salaries and wages 
Accrued and withheld payroll taxes 
Pension Payable 
Accrued corporate taxes 

STOCKHOLDERS' EQUITY 
Preferred stock 
Common stock 
Retained earnings 

TOTAL LIABILITIES 

TOTAL STOCKHOLDERS' EQUITY 

$ 324,171 

22,212 
3,810 

630 

26,652 

13,315 
2,481 

48.102 

$ 414,721 

$ 7,940 
1,905 

57,753 
3,434 

10,028 
523 

81,583 

20,000 
24,200 

288,938 
333,138 

$ 414,721 

The accompanying notes are an integral part of these financial statements. 
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Nestlerode & Loy, Inc. 
Statement of Income 
For the year ended September 30, 2013 

REVENUES 
Commissions 
Service fees and other income 

OPERATING EXPENSES 

OTHER INCOME 

Interest income 

PROVISION FOR INCOME TAXES 

TOTAL REVENUES 

INCOME FROM OPERATIONS 

INCOME BEFORE INCOME TAXES 

$ 445,205 
708,690 

1,153,895 

1,127,106 

26,789 

321 

27,110 

Federal income tax 5,588 
State income tax 4,125 

TOTAL PROVISION FOR INCOME TAXES 9,713 

NET INCOME $ 17,397 

The accompanying notes are an integral part of these financial statements. 
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Nestlerode and Loy, Inc. 
Statement of Changes in Stockholders' Equity 
For the year ended September 30, 2013 

Common 
Stock 

Preferred 
Stock 

Retained 
Earnings 

BALANCES - BEGINNING $ 24,200 $ 20,000 $ 271,541 $ 315,741 

Net income 17,397 17,397 

BALANCES - ENDING $ 24,200 $ 20,000 $ 288,938 $ 333,138 

The accompanying notes are an integral part of these financial statements. 
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Nestlerode & Loy, Inc. 
Statement of Cash Flows 
For the year ended September 30, 2013 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization 
Deferred income taxes 
(Increase) decrease in: 

Accounts receivable - brokers and dealers 
Accounts receivable - 12b-1 
Employee advances 
Prepaid taxes and expenses 

Increase (decrease) in: 
Accounts payable - trade 
Accounts payable -12b-1 
Accrued salaries and wages 
Accrued and withheld payroll taxes 
Pension Payable 
Accrued corporate taxes 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of furniture, equipment and leasehold improvements 

NET CASH (USED IN) INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 

NET INCREASE IN CASH 

CASH- BEGINNING 

CASH - ENDING 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Income taxes paid 

$ 

$ 

The accompanying notes are an integral part of these financial statements. 
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17,397 

9,965 
124 

(5, 121) 
(460) 
(61) 

3,349 

(1,743) 
230 
(84) 
464 

10,028 
523 

34,611 

(13,032) 

(13,032) 

0 

21,579 

302,592 

324,171 



Nestlerode & Loy, Inc. 
Notes to Financial Statements 
September 30, 2013 

NOTE 1 - Nature of Operations 

Nestlerode & Loy, Inc. (formerly Nestlerode & Company, Inc.), (the "Company"), was incorporated 
on September 17, 1965, for the purpose of providing brokerage and investment advisory services 
and is registered with the Securities and Exchange Commission. The Company maintains an 
office in State College, PA. 

NOTE 2 - Summary of Significant Accounting Policies 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires the use of estimates and assumptions that affect certain 
reported amounts and disclosures. Accordingly, actual results could differ from those estimates. 

Cash Equivalents 

For purposes of the statement of cash flows, the Company considers all short-term instruments 
purchased with a maturity of three months or less to be cash equivalents. There were no cash 
equivalents at September 30, 2013. 

Allowance for Bad Debts 

The Company considers accounts receivable to be fully collectible; accordingly, no allowance for 
bad debts is required. 

Depreciation and Amortization 

Fixed assets are recorded at cost. Furniture and equipment are depreciated using straight-line 
methods over 5 and 7 years. Leasehold improvements are generally depreciated using the 
straight line method over 20 years. Computer software costs are amortized using the straight line 
method over 3 years. Maintenance and repairs are expensed as incurred and the costs of 
additions and improvements are capitalized. Depreciation and amortization expenses totaled 
$9,965 for the year ended September 30, 2013. 
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Nestlerode & Loy, Inc. 
Notes to Financial Statements 
September 30, 2013 

Income Taxes 

The Company uses an asset and liability approach to financial accounting and reporting of income 
taxes. Deferred income tax assets and liabilities are computed annually for differences between 
the financial statement and tax basis of assets and liabilities that will result in taxable income or 
which the differences are expected to affect taxable income. Valuation allowances are established 
when necessary to reduce deferred tax assets to the amount expected to be realized. Income tax 
expense is the tax payable or refundable for the period plus or minus the change during the period 
in deferred tax assets and liabilities. 

Principal timing differences are due primarily to depreciation on property and equipment and 
charitable contributions expense. 

As of September 30, 2013, the Company had no uncertain tax positions that qualify for either 

recognition or disclosure in the financial statements. Additionally, the Company had no interest and 

penalties related to income taxes. 

The Company is no longer subject to U.S. federal and state income tax examinations by tax 

authorities for years before 2009. 

NOTE 3 - Net Capital Requirements 

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 
which requires the maintenance of minimum net capital. A computation of net capital under Rule 
15c3-1 is included as Schedule I of this report. 

NOTE 4- Customer Accounts Fully Disclosed 

The Company does not hold any customer securities. All such accounts are carried at RBC 
Correspondent Services, Minneapolis, Minnesota. Therefore, the Company claims exemption from 
the reporting requirements of Rule 15c3-3(k)(2)(ii). 

NOTE 5 - Liabilities Subordinated to Claims of General Creditors 

There are no liabilities subordinated to claims of general creditors. 
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Nestlerode & Loy, Inc. 
Notes to Financial Statements 
September 30, 2013 

NOTE 6 - Stockholders' Equity 

Details of stockholders' equity at September 30, 2013 are as follows: 

Preferred Common 
st:ock Stock 

Value $ 20,000 $ 24,200 

Par value None None 

Shares authorized 5,000,000 5,000,000 

Shares issued and outstanding 2,420,000 2,420,000 

The common stock is the voting stock of Nestlerode & Loy, Inc. The preferred stock has no voting 
rights and is not entitled to participate in the management of Nestlerode & Loy, Inc. There was no 
activity involving the shares authorized, issued or outstanding during the year ended September 
30, 2013. 

NOTE 7 - Pension Plan 

Effective January 1, 2012, the Company replaced their SIMPLE pension plan with a 401 (K) plan for 
the benefit of eligible employees. Eligibility under this plan is limited to employees of the Company 
who work at least 1,000 hours a year and have been employed for 1 year. The Company may 
match up to 1 00% of the first 3% of contributions made by employees, as well as 50% of 
contributions between 3% and 5%. The Company may also make profit sharing contributions to 
the plan at its discretion. 

Company contributions totaled $34,479 under both plans for the year ended September 30, 2013. 

NOTE 8 - Advertising 

The Company follows the policy of charging the costs of advertising to expense during the year in 
which the advertising first takes place. Advertising expense was $30,252 for the year ended 
September 30, 2013. 
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Nestlerode & Loy, Inc. 
Notes to Financial Statements 
September 30, 2013 

NOTE 9 - Provision for income Taxes 

Income tax expense (benefit) for the year ended September 30, 2013 consisted of the following: 

Federal 
State 

Totals 

Deferred tax assets consisted of the following components: 

Property and Equipment 
Charitable Contributions Expense 

Totals 

Federal 
$5,513 
$4,076 
$9.589 

Federal 
$ 428 
$1,061 
$ 1.489 

Deferred 
$75 
$49 
$124 

State 
$285 
$707 
$992 

Total 
$5,588 
$ 4,125 
$9.713 

Total 
$ 713 
$1,768 
$ 2,481 

The Company has charitable contribution carryforwards of $7,075, of which $4,320 will expire in 
2016, $2755 in 2017. 

NOTE 1 0 - Related Party Transactions 

The Company leases office space under a month-to-month lease from West Irvin Associates, a 
related party that is partly owned by a minority stockholder of the Company. The total lease 
payments to West Irvin Associates for the year ended September 30, 2013 were $36,000. 

NOTE 11 - Commitments and Contingencies 

Management is not aware of any commitments or contingencies that require disclosure in 
accordance with U.S. generally accepted accounting principles. 

NOTE 12 - Subsequent Events 

Management has evaluated subsequent events through November 8, 2013, which is the date that 
the Company's financial statements were available to be issued. No material subsequent events 
have occurred since September 30, 2013 that required recognition or disclosure in the 
accompanying financial statements. 

-10-
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Nestlerode & Loy, Inc. 
Schedule 1- Computation of Net Capital Under Rule 15c3-1 of the Securities 

and Exchange Act of 1934 
September 30, 2013 

NET CAPITAL 

Total stockholders' equity $ 
Deduct stockholders' equity not allowable for net capital computation 

TOTAL STOCKHOLDERS' EQUITY ALLOWABLE FOR NET CAPITAL COMPUTATION 

Deductions 
Petty cash 
Receivables due for fees earned from third-party participations 
Mutual fund concessions receivable (net of related accounts payable) 
Non-security related debit balances due 12b-1 fees (net of related accounts payable) 
Employee advances 
Prepaid taxes and expenses 
Fixed assets (net of accumulated depreciation and amortization) 
Deferred tax assets 

TOTAL DEDUCTIONS 

333,138 

333,138 

190 
891 
747 

1,905 
630 

13,315 
48,102 

2,481 
68,261 

ADJUSTED NET CAPITAL ==$-=-==26==4==,8===7.-7 

AGGREGATE INDEBTEDNESS 
Accounts payable - trade 
Accounts payable - 12b-1 
Accounts payable - Mutual Fund Concessions 
Accrued salaries and wages 
Accrued and withheld payroll taxes 
Pension Payable 
Accrued corporate taxes 

$ 7,193 
1,905 

747 
57,753 
3,434 

10,028 
523 

TOTAL AGGREGATE INDEBTEDNESS ~$ =~81.;:l,,5;;,;;8.;;;.3 

Computation of Basic Net Capital 
Minimum net capital required (6 2/3% of total aggregate indebtedness) ,;;.$ __ ...;5;;,J.,,4,;.;;;3.;;;.9 

Minimum dollar net capital required ... $ __ 5=0=,o...,o ... o 

Adjusted Net Capital $ 
Minimum Net Capital Required (Greater of Above) 

264,877 
50,000 

EXCESS NET CAPITAL ,;;.$_=21,;..4;.:.;,8;;,;,7.;..7 

RECONCILIATION WITH COMPANY'S COMPUTATION 
(included in Part II of Form X-17A-5 as of September 30, 2013. 

There were no material differences between the computation of net capital under Rule 15c3-1 in the 
above computation and the corresponding unaudited Part IIA filing by Nestlerode & Loy, Inc. for the 
year ended September 30, 2013. 
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Nestlerode & Loy, Inc. 
Schedule II - Operating Expenses 
For the year ended September 30, 2013 

Commissions 

Wages 

Insurance 

Payroll Taxes 

Taxes 

Pension contributions 

Trading expense 

Contracted services 

Licenses and fees 

Research 

Dues and subscriptions 

Office expense 

Training and seminars 

Professional fees 

Advertising 

Rent 

Maintenance 

Computer support 

Telephone 

Utilities 

Travel and entertainment 

Travel & Admin 

Contributions 

Depreciation and amortization 

AlP Accrual Expense 

Client Gifts 

$ 310,115 

335,047 

50,711 

37,882 

750 

34,479 

74,034 

32,254 

11,535 

5,595 

28,813 

31,975 

640 

22,085 

30,252 

36,000 

14,148 

6,252 

23,193 

7,812 

6,853 

3,527 

3,068 

9,965 

(1 ,853) 

11,974 

TOTAL OPERATING EXPENSE $ 1 '127, 106 
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Independent Auditors' Report on Internal Control Required by SEC Rule 17a-5(g)(1) for a 
Broker-Dealer Claiming an Exemption from SEC Rule 15c3-3 

Nestlerode & Loy, Inc. 
430 W. Irvin Avenue 
State College, Pennsylvania 

In planning and performing our audit of the financial statements of Nestlerode & Loy, Inc, as of and for the 
year ended September 30, 2013, 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 our 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 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 15c3-3. 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: 

1. 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 Governors 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 previously 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 accounting principles generally accepted in the United States of America. 
Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph. 
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Independent Auditors' Report on Internal Control Required by SEC Rule 17a-5(g)(1) for a 
Broker-Dealer Claiming an Exemption from SEC Rule 15c3-3 

(Cont'd} 

Because of inherent limitations in internal control and 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 deficiency in internal control 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, detect and correct 
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, 
in internal control that is less severe than a material weakness, yet important enough to merit attention by 
those charged with governance. 

A material weakness is a deficiency, or combination of deficiencies, such that there is a reasonable 
possibility that a material misstatement of the Company's financial statements will not be prevented, or 
detected and corrected, on a timely basis. 

Our consideration of internal 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. We did not identify any deficiencies in internal control and control activities for safeguarding 
securities that we consider to be material weaknesses, as defined above. 

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, we believe that the Company's practices and procedures as 
described in the second paragraph of this report were adequate at September 30, 2013, to meet the SEC's 
objectives. 

This report is intended solely for the information and use of management, the Securities and Exchange 
Commission, 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. 

November 8, 2013 
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Independent Accountants' Report on Applying Agreed-Upon Procedures 
Related to an Entity's SIPC Assessment Reconciliation 

Nestlerode & Loy, Inc. 
430 W. Irvin Avenue 
State College, Pennsylvania 

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the 
procedures enumerated below with respect to the accompanying General Assessment Reconciliation (Form 
SIPC-7) to the Securities Investor Protection Corporation (SIPC) for the year ended September 30, 2013, which 
were agreed to by Nestlerode & Loy, Inc, and the Securities and Exchange Commission, Financial Industry 
Regulatory Authority, Inc., SIPC, and other designated examining authorities, solely to assist you and the other 
specified parties in evaluating Nestlerode & Loy, Inc.'s compliance with the applicable instructions of the General 
Assessment Reconciliation (Form SIPC-7). Nestlerode & Loy, Inc.'s management is responsible for Nestlerode & 
Loy, lnc,'s compliance with those requirements, This agreed-upon procedures engagement was conducted in 
accordance with attestation standards established by the American Institute of Certified Public Accountants. The 
sufficiency of these procedures is solely the responsibility of those parties specified in this report. Consequently, 
we make no representation regarding the sufficiency of the procedures described below either for the purpose for 
which this report has been requested or for any other purpose. The procedures we performed and our findings 
are as follows: 

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement 
records entries, noting no differences; 

2. Compared the amounts reported on the audited Form X-17a-5 for the year ended September 30, 
2013, as applicable, with the amounts reported in Form SIPC-7 for the year ended September 30, 
2013, noting no differences; 

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working 
papers. noting no differences; 

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7, noting no 
differences; and 

5. Compared the amount of any overpayment applied to the current assessment with the Form 
SIPC-7 on which it was originally computed, noting no differences. 

We were not engaged to, and did not conduct an examination. the objective of which would be the 
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we 
performed additional procedures, other matters might have come to our attention that would have been 
reported to you. 

This report is intended solely for the information and use of the specified parties listed above and is not 
intended to be and should not be used by anyone other than these specified parties. 

November 8, 2013 
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