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OATH OR AFFIRMATION

I, Vanessa Lambrechts , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
National Planning Corporation , as

of December 31 ;2013 , 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:

7 s gnature

VP, Controller
) 17 _
7 v Nogry Publié o LINDSEY M MARTIN

[/ L8N  Commission # 1943348

'hjg report *¥ contains (check all applicabie boxes): 158 4hds]  Notary Public - California
(a) FacingPage. ke Los Angeles County
(b) Statement of Financial Condition. y

[0 (c) Statement of Income (Loss).
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(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.

() 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.
M(l) An Oath or Affirmation.
[0 (m) A copy of the SIPC Supplemental Report.

O (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 240.1 7a-5(e)(3).



KPMG LLP

Suite 2000

355 South Grand Avenue
Los Angeles, CA 90071-1568

The Board of Directors
National Planning Corporation
401 Wilshire Boulevard

Suite 1100

Santa Monica, California 90401

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 Schedule of Assessment and Payments
(General Assessment Reconciliation (Form SIPC-7)) to the Securities Investor Protection Corporation
(SIPC) for the year ended December 31, 2013, which were agreed to by National Planning Corporation
(the Company), the Securities and Exchange Commission, the Financial Industry Regulatory Authority,
Inc., and SIPC, solely to assist you and the other specified parties in evaluating the Company’s compliance
with the applicable instructions of the General Assessment Reconciliation (Form SIPC-7). The Company’s
management is responsible for the Company’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.

For the purpose of this letter, unless otherwise indicated, the following definitions have been adopted in
presenting our procedures:

. The term “compare” means compare the amounts or percentages indicated and find them to be in
agreement, unless otherwise noted. Such compared amounts and percentages are deemed to be in
agreement if differences are attributable to rounding.

. The term “prove” means recalculate and compare the results to the amounts or percentages shown
and find to be in agreement, unless otherwise noted. Such recalculated amounts and percentages are
deemed to be in agreement if differences are attributable to rounding.

The procedures we performed below and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement
records entries (including the related check copies and journal entry records);

2. Compared the total revenue amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2013 with the amounts reported in Form SIPC-7 for the year ended December 31,
2013;

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
{"KPMG International”}, a Swiss entity.
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3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers
(including relevant Form X-17A-5 reports and detailed general ledger reports); and

4.  Proved the arithmetical accuracy of the calculations reflected on Form SIPC-7 and in the related
supporting schedules and working papers utilized in procedure 3.

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.

KPr e LIP

February 21, 2014
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NATIONAL PLANNING CORPORATION
(An Indirect, Wholly Owned Subsidiary of Prudential plc)

(SEC Identification No. 8-44435)
Statement of Financial Condition
December 31, 2013

(With Report of Independent Registered Public Accounting Firm Thereon)

Field in accordance with Rule 17a-5(¢)(3) of the Securities and Exchange Commission and
Rule 1.10(g) of the Commodity Futures Trading Commission.
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KPMG LLP

Suite 2000

355 South Grand Avenue
Los Angeles, CA 90071-1568

Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder
National Planning Corporation:

We have audited the accompanying statement of financial condition of National Planning Corporation (an
indirect, wholly owned subsidiary of Prudential plc) as of December 31, 2013, that is filed pursuant to
Rule 17a-5 under the Securities Exchange Act of 1934 and Regulation 1.10 of the Commodity Exchange
Act, and the related notes to the statement of financial condition (the financial statement).

Management’s Responsibility for the Financial Statement

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

Auditors’ Responsibility

Our responsibility is to express an opinion on the 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statement. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statement, 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 statement 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 statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statement referred to above presents fairly in all material respects, the financial
position of National Planning Corporation as of December 31, 2013, in accordance with U.S. generally
accepted accounting principles.

KP4G6 LLP
February 21, 2014

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
{"KPMG International "}, a Swiss entity.



Cash and cash equivalents
Marketable securities
Commissions receivable

NATIONAL PLANNING CORPORATION
(An Indirect, Wholly Owned Subsidiary of Prudential plc)

Statement of Financial Condition
December 31, 2013

Assets

Investment advisory receivable
Forgivable notes receivable, net of accumulated amortization of $19,267,692

Other receivables

Receivables from registered representatives, net of allowance of $1,397,481

Due from affiliates
Income taxes receivable
Deferred tax assets

Fixed assets, net of accumulated depreciation of $948,329
Prepaid expenses and other assets

Liabilities:

Drafts payable
Commissions payable

Total assets

Liabilities and Stockholder’s Equity

Investment advisory payable
Accounts payable and other accrued expenses

Total liabilities
Stockholder’s equity
Total liabilities and stockholder’s equity

See accompanying notes to the statement of financial condition.

21,659,246
12,024
17,229,356
3,066,818
17,636,004
3,038,624
1,622,776
165,755
2,666,957
27,926,876
52,332
1,331,019

96,407,787

272,980
17,578,688
2,881,816
9,228,574

29,962,058
66,445,729

96,407,787
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NATIONAL PLANNING CORPORATION
(An Indirect, Wholly Owned Subsidiary of Prudential plc)

Notes to the Statement of Financial Condition
December 31, 2013

Organization

National Planning Corporation (the Company) is a wholly owned subsidiary of National Planning
Holdings, Inc. (NPH), which in turn is an indirect, wholly owned subsidiary of Prudential plc. The
Company is a registered broker-dealer and investment advisor with the Securities and Exchange
Commission (SEC), a registered broker-dealer with the Commodity Futures Trading Commission, and a
member of the Financial Industry Regulatory Authority and the National Futures Association. The
Company offers financial products (primarily mutual funds and insurance products) through its registered
representatives to customers located throughout the United States.

The Company has evaluated events occurring after the balance sheet date (subsequent events) through
February 21, 2014, the date the statement of financial condition was available to be issued, to determine
whether any subsequent events necessitated adjustment to or disclosure in the statement of financial
condition. No such events were identified.

Significant Accounting Policies
(a) Cash and Cash Equivalents

The Company considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents. Cash equivalents include $19,551,236 in money market accounts
and $28,652 in money market funds. Cash held in banks periodically exceeds the Federal Deposit
Insurance Corporation’s (FDIC) insurance coverage of $250,000, and as a result, there is a
concentration of credit risk related to amounts in excess of FDIC insurance coverage.

(b) Marketable Securities

Securities are carried at fair value based on quoted market prices and are recorded on a trade-date
basis. Dividends are recorded on the ex-dividend date, and interest is recorded on the accrual basis.

(¢) Drafts Payable

Drafts payable represents amounts drawn by the Company pursuant to a sweep agreement with a
bank. Under this agreement, the bank does not advance cash to the Company.

(d) Fixed Assets

Fixed assets are carried at cost, less accumulated depreciation and amortization. Depreciation is
computed on a straight-line basis using the estimated useful lives of the assets. Fixed assets consist
primarily of furniture and equipment, and computer hardware and software, which are depreciated
over three to seven years. Leasehold improvements are depreciated over the shorter of the estimated
useful life or the lease term.

(e) Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases

3 (Continued)
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NATIONAL PLANNING CORPORATION
(An Indirect, Wholly Owned Subsidiary of Prudential plc)

Notes to the Statement of Financial Condition
December 31, 2013

and operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of
a change in tax rates is recognized in income in the period that includes the enactment date. The
Company recognizes the effect of income tax positions only if those positions are more likely than
not of being sustained. Recognized income tax positions are measured at the largest amount that is
greater than 50% likely of being realized. Changes in recognition or measurement are reflected in the
period in which the change in judgment occurs.

The Company is included in a consolidated federal income tax return with Brooke Holdcol Inc.
(BH1), an indirect, wholly owned subsidiary of Prudential plc. The Company’s tax-sharing
agreement with BH1 is based on the separate return method and intercompany income taxes are
settled on an annual basis. The Company files combined state tax returns in approximately 20 states
and separate state income tax returns for the other states that the Company is required to file income
tax returns. The Company does not have a right to reimbursement for the utilization of its losses in
the federal consolidated tax return.

Receivable from Registered Representatives

Receivable from registered representatives relates to outstanding balances from representatives and
forgivable notes offered to registered representatives who have not achieved a predetermined
percentage of the agreed-upon gross dealer concessions and must pay down a portion of the note.
When it has been determined that a note will be repaid by a representative, the amount to be repaid is
reclassified from forgivable notes receivable to receivable from registered representative. Upon
reclassification, the receivable accrues interest at the stated rate of the note. The Company has not
and does not intend to sell these receivables.

The allowance for doubtful accounts is the Company’s best estimate of the amount of credit losses in
the Company’s existing receivable from registered representatives. The allowance is determined on
an individual receivable basis upon review of the probability that a registered representative will not
repay all principal and interest contractually due. A receivable is impaired when, based on current
information and events, it is probable that the Company will be unable to collect all amounts due,
including contractual interest payments. The Company does not accrue interest when a receivable is
considered impaired. When ultimate collectability of the principal balance of the impaired receivable
is in doubt, all cash receipts on impaired receivables are applied to reduce the principal amount of
such receivables until principal has been recovered and are recognized as interest income thereafter.
Impairment losses are charged against the allowance. Receivables are written off against the
allowance when all possible means of collection have been exhausted and the potential for recovery
is considered remote.

Use of Estimates

The preparation of the accompanying statement of financial condition in conformity with
U.S. generally accepted accounting principles requires management to make estimates and
assumptions about future events. These estimates and the underlying assumptions affect the amounts
of assets and liabilities reported, disclosures about contingent assets and liabilities, and the

4 (Continued)
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NATIONAL PLANNING CORPORATION
(An Indirect, Wholly Owned Subsidiary of Prudential plc)

Notes to the Statement of Financial Condition

December 31, 2013

accompanying notes. These estimates and assumptions are based on management’s best estimates
and judgment. Management evaluates its estimates and assumptions on an ongoing basis using
historical experience and other factors, including the current economic environment, which
management believes to be reasonable under the circumstances. Management adjusts such estimates
and assumptions when facts and circumstances dictate.

(h) Fair Value Measurements

The financial instruments of the Company are reported in the statement of financial condition at fair
values, or at carrying amounts that approximate fair values because of the short maturity of the
instruments. The Company has determined the fair value of money market funds and marketable
securities using the market approach as these financial instruments trade in an active market.

Income Taxes

The tax effects of temporary differences that give rise to significant portions of the Company s deferred
income tax assets and liabilities are as follows:

Deferred tax assets:

Forgivable notes $ 4,250,177
Allowance for doubtful accounts 519,614
Deferred compensation 21,703,373
Accrued bonus 169,524
Commission held 33,149
Accrued vacation 162,964
Accrued rent 20,289
Other 1,347,364
Total deferred tax assets 28,206,454
Deferred tax liabilities:
Depreciation (198)
Prepaids (275,851)
Unrealized gain on marketable securities (3,529)
Total deferred tax liabilities (279,578)
Net deferred tax assets $ 27,926,876

In assessing the realizability of deferred tax assets, management considers whether it is more likely than
not that some portion or all of the deferred tax assets will not be realized. The ultimate realization of
deferred tax assets is dependent upon the generation of future taxable income during the periods in which
those temporary differences become deductible. Based upon the projections for future taxable income over
the periods in which the deferred tax assets are deductible, management believes it is more likely than not
that the Company will realize the benefits of these deductible differences.

5 (Continued)
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NATIONAL PLANNING CORPORATION
(An Indirect, Wholly Owned Subsidiary of Prudential plc)

Notes to the Statement of Financial Condition
December 31, 2013

To date, the Company has generated a Michigan net operating loss of $171,731. A valuation allowance has
been placed against the state net operating loss deferred asset as of December 31, 2013 due to the
uncertainty of its ultimate realization.

The Company has a state tax receivable of $503,458 and a federal income tax receivable of $2,163,499. As
of December 31, 2013, there are no unrecognized tax benefits.

The federal income tax returns for tax years 2009 and 2010 are under examination by the Internal Revenue
Service. The federal income tax returns for 2011 and 2012 remain open to examination. The Company
does not believe it is probable that a significant change will occur within the coming year to its
unrecognized tax benefits.

Legal and Regulatory

In November 2013, the Company was ordered by the Financial Industry Regulatory Authority (FINRA)
dispute resolution arbitration panel (2 to 1 decision) to pay compensatory damages to claimants who
asserted that one of the Company’s registered representatives recommended several unsuitable transactions
in real estate investments that were transacted as an outside business activity away from the Company.
Pursuant to the terms, in December 2013, the Company paid $6,157,884. Management submitted a claim
with the Company’s errors and omissions insurance carrier, Everest Indemnity Company (Everest). Everest
has acknowledged the claim and coverage under the insuring agreement of $873,210 in the aggregate, but
the Company has reserved the right to seek additional payment and is currently working with coverage
counsel. The amount has been recorded in other receivables in the accompanying statement of financial
condition as of December 31, 2013.

The Company is also involved in several similar matters related to real estate investments. These matters
are in various stages from discovery to arbitration or mediation. The Company intends to vigorously
defend these matters and does not believe that the ultimate resolution will have a material impact on the
statement of financial condition.

Fair Value Measurements

The Company’s assets recorded at fair value have been categorized based upon a fair value hierarchy in
accordance with Accounting Standards Codification (ASC) ASC 820-10, Fair Value Measurement. Fair
value is defined as the price that would be received to sell an asset or would be paid to transfer a liability
(the exit price) in an orderly transaction between market participants at the measurement date.

6 (Continued)
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NATIONAL PLANNING CORPORATION
(An Indirect, Wholly Owned Subsidiary of Prudential plc)

Notes to the Statement of Financial Condition
December 31, 2013

ASC 820-10 established a three-level hierarchy for fair value measurements that distinguishes between
market participant assumptions developed based on market data obtained from sources independent of the
reporting entity (observable inputs) and the reporting entity’s own assumptions about market participant
assumptions developed based on the best information available in the circumstances (unobservable inputs).
The hierarchy level assigned to each security held by the Company is based on the assessment of the
transparency and reliability of the inputs used in the valuation of such security at the measurement date.
The three hierarchy levels are defined as follows:

. Level 1 — Valuations based on unadjusted quoted market prices in active markets for identical
securities
. Level 2 — Valuations based on observable inputs (other than Level 1 prices), such as quoted prices

for similar assets at the measurement date; quoted prices in markets that are not active; or other
inputs that are observable, either directly or indirectly

. Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair value
measurement, and involve management judgment

The Company has evaluated its investments in money market funds and marketable securities and
determined that based on the unadjusted quoted market prices in active markets used to determine fair
value that these are classified as Level 1 investments.

Clearing Agreement

The Company is an introducing broker and clears transactions with and for customers on a fully disclosed
basis with Pershing LLC, a Bank of New York Mellon company. The Company promptly transmits all
customer funds and securities to Pershing LLC. In connection with this arrangement, the Company is
contingently liable for its customers’ transactions.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 15¢3-1
(Rule 15¢3-1) and is required to maintain a minimum “net capital” equivalent of $250,000, or 2%, of
“aggregate debit items,” whichever is greater, as these terms are defined. The Company is also subject to
the Commodity Futures Trading Commission’s minimum financial requirements (Regulation 1.17), which
requires the Company to maintain minimum net capital equal to the minimum net capital required under
Rule 15¢3-1. As of December 31, 2013, the Company had net capital of $8,818,647, which was $8,568,647
in excess of its requirement.

Forgivable Notes Receivable

The Company holds forgivable notes from certain registered representatives. Under the terms of the
forgivable notes, the principal is forgiven over a period of time, generally five to seven years. The
forgiveness of the notes is contingent upon the continued affiliation of the representative and the
representative achieving agreed-upon production levels, measured in terms of gross dealer concessions.

The Company records amortization of the principal balance of the notes monthly on a straight-line basis
over the term of the note. Typically, when the representative does not achieve the minimum gross dealer

7 (Continued)
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NATIONAL PLANNING CORPORATION
(An Indirect, Wholly Owned Subsidiary of Prudential plc)

Notes to the Statement of Financial Condition
December 31, 2013

concessions, but does achieve a predetermined percentage of the agreed-upon production levels, the term
of the forgivable note may be extended. Under such circumstances, the unamortized balance of the note is
amortized over the remaining term. Typically, if the representative achieves an amount lower than the
predetermined percentage of the agreed-upon production levels, the representative must pay down a
portion of the note, and the remaining balance is amortized over the remaining term. In some instances,
when it has been determined that a note will be repaid by a representative, the amount to be repaid is
reclassified from forgivable notes receivable to receivable from registered representatives.

The activity in the forgivable notes receivable comprises the following:

Balance as of December 31, 2012 $ 20,788,715
Granted 3,186,904
Amended notes (1,655,941)
Amortization (4,683,674)

Balance as of December 31, 2013 $ 17,636,004

During 2013, forgivable notes receivable totaling $4,200,307 became fully amortized and were forgiven by
the Company.
Receivables from Registered Representatives and Allowance for Doubtful Accounts

Receivables from registered representatives with interest rates ranging from
3.00% to 4.75%. The receivables mature from April 30, 2014 through

February 20, 2016 $ 1,278,873
Other receivables from registered representatives 343,903
Receivables from registered representatives, net $ 1,622,776

The activity in the allowance for doubtful accounts for receivables from registered representatives for the
year ended December 31, 2013 comprises the following:

Allowance for doubtful accounts as of beginning of year $ 1,084,034
Additions charged to bad debt expense 534,386
Write-downs charged against the allowance (220,939)
Allowance for doubtful accounts as of end of year $ 1,397,481

8 (Continued)



NATIONAL PLANNING CORPORATION
(An Indirect, Wholly Owned Subsidiary of Prudential plc)

Notes to the Statement of Financial Condition
December 31, 2013

(10) Fixed Assets

The major classifications of fixed assets are as follows:

Leasehold improvements $ 99,961
Office equipment, furniture, and fixtures 511,098
Computer hardware and software 389,602
Total fixed assets 1,000,661
Less accumulated depreciation (948,329)
Fixed assets, net $ 52,332

(11) Defined Contribution Plans

The Company participates with Jackson National Life Insurance Company (Jackson) (which is also an
indirect, wholly owned subsidiary of Prudential plc) in defined contribution retirement plans covering all
eligible full-time employees. The Company’s annual contributions are based on a percentage of covered
compensation paid to participating employees during each year.

(12) Related-Party Transactions

Jackson, an affiliate of NPH, allocates a portion of its leased office space and fixed asset depreciation to
the Company based on the proportionate share that the Company utilizes for operations. The Company has
committed to pay Jackson based on its proportionate share of leased office space through the term of
Jackson’s lease, and its current commitments are $1,310,867 in 2014, $933,044 in 2015, $1,046,954 in
2016, $1,077,427 in 2017, $1,110,076 in 2018, and $3,641,848 thereafter. These commitments are subject
to change in future periods based on usage factors of the office space.

The Company participates in the allocation of costs in which NPH and the other wholly owned subsidiaries
of NPH allocate a portion of their operating expenses to the Company, and the Company allocates a
portion of its operating expenses to the other subsidiaries of NPH.

Pursuant to the tax-sharing agreement, the Company paid $8,880,000 for federal income taxes for the year
ended December 31, 2013.

(13) Registered Representative Compensation Program

The Company has a nonqualified deferred compensation plan for certain registered representatives of the
Company. The Company’s annual contributions are based on commission revenue production of
participating registered representatives during the year. The Company has transferred title and ownership
of all amounts credited to each participant’s account and all underlying funds to Jackson for the purpose of
facilitating administration of the plan.

9 (Continued)
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NATIONAL PLANNING CORPORATION
(An Indirect, Wholly Owned Subsidiary of Prudential plc)

Notes to the Statement of Financial Condition
December 31, 2013

(14) Contingencies

The Company is involved in various claims and legal actions arising in the ordinary course of business. In
the opinion of management, the ultimate disposition of these matters will not have a material adverse effect

on the Company’s financial position or liquidity.
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