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OATH OR AFFIRMATION

Kelly Ullom swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Sunset Financial Services Inc as

of February 20 _____
neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Signature

Executive Officer

Title

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

nternal Auditors Report of Internal Contrg1 StructureFOrconditions of confidential treatment of certain portions of this filing see section 4U 1/a-

20 14 are true and correct further swear or affirm that

JANET TATE

Notary Public-Notary eaI
STATE OF MISSki

Jackson County

My Commission Expires 74 215
Commssion 104
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SUNSET FINANCIAL SERVICES INC

STATEMENT OF FINANCIAL CONDITION

December31 2013

amounts in thousands except share data

AS SITS

Fixed nturity trading securities at fair value amortized cost $317 313

Real estate investnnt trusts at fair value 51

Cash and cash equivalents 1905

Accounts receivable net of allowance $1 426

Interest receivable

Income tax receivable 76

Deferred tax asset 367

Total assets 3139

LIABES
Commissions payable 706

Due to affiliated entities 423

Other accounts payable 205

Other liabilities 38

Total liabilities 1372

STOCKHOLDERS EQUITY

Common stock par value $10 per share authorized 50000

shares issued and outstanding 5000 shares 50

Additional paid in capital 4300

Retained deficit 2583

Total stockholders equity 1767

Total liabilities and stockholders equity 3139

See accompanying Notes to Financial Statements



SUNSET FINANCIAL SERVICES INC

STATEMENT OF OPERATIONS

Year Ended December 31 2013

amounts in thousands

REVF
Commissions

Unaffihiated 15180

Affiliated 2862

Investnnt incon net

Trading investnnt losses net 94
Total revenues 17956

EXPF1SFS

Commission fees 15848

Administrative fees 1173

Legal expenses
1264

Other operating expenses
251

18536

Loss before inconE tax benefit 580

Currant tax benefit 177

Deferred tax expense
51

NE LOSS 454

See accompanying Notes to Financial Statements



SUNSET FINANCIAL SERVICES INC

STATEMENT OF STOCKHOLDERS EQUITY
Year Ended December 31 2013

aimunts in thousands

COMMON STOCK beginning and end of year 50

ADDH1ONAL PAID IN CAPiTAL

Beginning of
year 3300

Capital contribution 1000

End of year 4300

REFAINFJ DEFICiT

Beginning of year 2129

Net loss 454
End of year 2583

STOCKHOLDERS EQUiTY 1767

See accompanying Notes to Financial Statements



SUNSET FINANCIAL SERVICES INC

STATEMENT OF CASH FLOWS

Year Ended December 31 2013

amounts in thousands

OPFRA11NG ACTIV1TIF

Net loss 454

Adjustnnts to reconcile net loss to net cash used

Trading investnnt losses net 94

Changes in Assets and Liabilities

Real estate investnrnt trusts arbritration 132

Accounts receivable 212

Incomo tax receivable/payable 27

Deferred taxes 51

Commissions payable 149

Due to affiliated entities 155

Other accounts payable 15

Other liabilities 59

Net cash used 294

FINANCING ACTIV1TIRS

Capital contribution 1000

Increase in cash and cash equivalents 706

Cash and cash equivalents at beginning of year 1199

Cash and cash equivalents at end of year 1905

See accompanying Notes to Financial Statements



Sunset Financial Services Inc

Notes to Financial Statements

amounts in thousands

Nature of Operations and Significant Accounting Policies

Business

Sunset Financial Services Inc the Company is full-service brokerage firm offering wide range of financial

products The Company is wholly-owned subsidiary of Kansas City Life Insurance Company Kansas City Life

The Company is registered as broker/dealer with the Securities and Exchange Commission SEC and is member

of the Financial Industry Regulatory Authority FINRA The sales force of the Company consists primarily of

agents of Kansas City Life Revenue is primarily generated from the sale of variable life and annuity proprietary

and non-proprietary products as well as other fee based products

Basis of Presentation

The accompanying financial statements have been prepared on the basis of U.S generally accepted accounting

principles GAAP

Use of Estimates

The preparation of financial statements 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 reported period Actual results could

differ from such estimates

Cash and Cash Equivalents

The Company considers all highly liquid instruments purchased with original maturity of three months or less when

purchased to be cash equivalents

Securities Transactions

Customers securities and commodities transactions cleared through National Financial Services NFS clearing

broker are reported on trade date basis along with the related commission income and expenses

Amounts receivable and payable for securities transactions that have not reached their contractual settlement date

are recorded on the statement of financial condition

Investments Fixed Maturity Trading Securities

Fixed maturity trading securities are reported at fair value as trading portfolio The Company receives fair values

as discussed in Note Fair Value Measurements Changes in fair value are recorded as trading investment gains

and losses

Investments Real Estate Investment Trusts

Real estate investment trusts are reported at fair value as trading portfolio No independent third party pricing

service is available and there is limited or no observable market data Fair values are calculated using the

Companys own estimates Changes in fair value are recorded as trading investment gains and losses

Revenue Recognition

Commissions are recorded on trade date basis as securities transactions occur

Investment Advisory Services Revenue

Included in total revenues is income received from investment advisory services During 2013 the Company

recorded $2677 in investment advisory services revenue

Income Taxes

The Company files consolidated federal tax return with other insurance and non-insurance affiliates of Kansas City

Life Deferred tax assets and liabilities are recognized for future tax consequences attributable to differences

between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases

Gross deferred tax assets and liabilities are measured using tax rates expected at the time of their reversal Income

taxes receivable are deducted in computing net capital in accordance with Rule 5c3- c2ivC/02



Sunset Financial Services Inc

Notes to Financial Statements

amounts in thousands

Agreement with Clearing Broker

The Company acts as an introducing broker/dealer and clears all general securities transactions with and for

customers on fully disclosed basis with NFS The Company is exempt from Rule 5c3-3 of the SEC under

paragraph k2ii of that Rule All customer funds and securities are received by the clearing broker which

carries the customer accounts and maintains the records of customer transactions pursuant to the requirements of

Rules 7a-3 and 7a-4 of the Securities Exchange Act of 1934 For these services the Company will pay clearing

charges as set forth in the agreement between the Company and the clearing broker The Company is contingently

liable to the clearing broker for any losses incurred that may result from the clearing of customer transactions for the

Company

As of December 31 2013 the Company had receivable of $22 and payable of $2 with the clearing broker

New Accounting Pronouncements

There were no new accounting standards in 2013 that had material impact to the Company

Other Regulatory Activity

SFS is registered broker-dealer which is regulated by FINRA and the SEC In July 2013 in two separate

rulemakings the SEC adopted amendments to the net capital customer protection books and records and

notification rules SEA Rules 15c3-l 15c3-la 15c3-3 15c3-3a 17a-3 17a-4 and 17a-1l and amended annual

reporting and audit requirements under SEA Rule 7a-5

The Dodd-Frank Wall Street Reform and Consumer Protection Act the Act was passed in July of 2010 This Act

focuses on financial reform specifically changes to derivatives regulation regulatory framework for executive pay

corporate governance investor protection clawback provisions mortgage reform and numerous other issues The

Company will continue to assess the information contained in this Bill as additional guidance becomes available and

as additional implications are clarified The Company expects that additional disclosures will become required and

additional costs may be associated with this Act as these changes are promulgated

Going Concern

The Company is currently defendant in number of FINRA arbitration proceedings related to the sale of its

products It is not possible to predict the ultimate outcome of these pending legal proceedings or to reasonably

estimate the ranges
of potential losses related thereto

These uncertainties raise substantial doubt about the Companys ability to continue as going concern If as result

of losses from litigation the Company was to fail to meet regulatory net capital requirements it would be required to

raise additional capital to continue operations Although the Companys parent may assist from time to time with

funding for the Company there can be no assurance that the Company will be successful in obtaining additional

capital The accompanying financial statements do not contain any adjustments that might be necessary as result of

this uncertainty Please see note Contingencies for additional information

Investments

Investment Income

The following table provides investment income by major category As the Company manages trading portfolio

gains and losses resulting from fluctuations in the fair value are realized as they are incurred Fluctuations arising

from the change in fair value for real estate investment trusts are reflected as trading investment gains and losses as

they occur Realized gains and losses on the sale of investments are determined on the basis of the specific

identification method There was no sale of investments in 2013



Sunset Financial Services Inc

Notes to Financial Statements

amounts in thousands

Contractual Maturities

The following table provides the distribution of maturities for fixed maturity investment securities as of December

31 2013

Fair Value

Due after one year through five years 313

Total 313

Fair Value Measurements

Fair Values Hierarchy

The Company categorizes its financial assets and liabilities measured at fair value in three levels based on the inputs

and assumptions used to determine the fair value These levels are as follows

Level Valuations are based upon unadjusted quoted prices for identical instruments traded in active markets

Level Valuations are based upon quoted prices Ebr similar instruments in active markets quoted prices for

identical or similar instruments in markets that are not active and model-based valuation techniques for which all

significant assumptions are observable in the market Valuations are obtained from third-party pricing services or

inputs that are observable or derived principally from or corroborated by observable market data

Level Valuations are generated from techniques that use significant assumptions not observable in the market

These unobservable assumptions reflect the Companys assumptions that market participants would use in pricing

the asset or liability Valuation techniques include the use of discounted cash flow models spread-based models and

similar techniques using the best information available in the circumstances

Determination of Fair Value

The carrying amount of cash and cash equivalent investments approximates their fair values The fair values for

fixed maturity securities and real estate investment trusts are based on quoted market prices where available In the

event that price is not available from quote market source the Company pursues external pricing from

independent brokers In the event that the Company cannot determine fair value from an independent broker the

Company generates fair value from techniques that use significant assumptions not observable in the market Fair

value measurements for assets where there existed or no observable market data are calculate during the Companys

own estimates and are categorized as level These estimates are based on NAV of the investment with liquidity

discounts for the economic and competitive environment unique characteristics of the asset and other pertinent

factors These estimates cannot be determined with precision and may not be realized in an actual sale and there may

be inherent weakness in any valuation technique The Company reviews prices received from service providers for

unusual fluctuations as discussed below However if the primary pricing service does not provide price the

Company utilizes second pricing service if price is available In the event price is not available from either

third-party pricing service the Company pursues external pricing from independent brokers

The Company performs an analysis on the prices received from third-party security pricing services and independent

brokers to ensure that the prices represent reasonable estimate of the fair value The Company corroborates and

validates the primary pricing sources through variety of procedures that include but are not limited to comparison

to additional independent third-party pricing services or brokers where possible review of third-party pricing

service methodologies back testing and comparison of prices to actual trades for specific securities where

observable data exists In addition the Company analyzes the third-party pricing services methodologies and

related inputs and also evaluates the various types of securities in its investment portfolio to determine an

appropriate fair value hierarchy



Sunset Financial Services Inc

Notes to Financial Statements

amounts in thousands

The following table presents assets and liabilities that are measured at fair value on recurring basis at December

31 2013

Quoted Prices Significant

in Active Other Significant

Markets for Observable Unobservable

Identical Assets Inputs Inputs

Total Level Level Level

Fixed maturity securities U.S agency bonds 313 313

Real estate investment trusts 51 51

364 313 51

There were no transfers between levels or in 2013

Federal Income Taxes

The components of income tax benefit on operations are as follows

2013

Current income tax benefit 177

Deferred income tax benefit 51

Total income tax benefit 126

Total income tax benefit on income from operations is equal to 1.8% of income before income tax expense The

effective income tax rate of 21.8% varies from the statutory rate of 35% due to nondeductible expenses relating to

penalties

Differences between the tax basis of assets and liabilities and their reported amounts in the financial statements that

will result in taxable or deductible amounts in future years are called temporary differences The tax effects of

temporary differences that give rise to the deferred tax assets and deferred tax liabilities are presented in the

following table

2013

Deferred tax assets

Legal Reserve 11

Trading investment losses net 30

Net operating loss carryforward 326

Gross and net deferred tax assets 367

valuation allowance is established for deferred tax assets that the Company does not believe future tax benefit

will be realized using more likely than not standard The Company did not record valuation allowance in 2013

as management believes the Company will more likely than not realize the benefit of its deferred tax asset

The deferred tax asset is primarily attributable to net operating loss carryforward The Company is member of

consolidated tax return group that expects to generate sufficient future taxable income to utilize the existing net

operating loss during the statutory carryforward period

The Company did not have any unrecognized tax benefits at December 31 2013 The Company recognizes interest

and penalties accrued related to unrecognized tax benefits in income tax expense In 2013 the Company did not

recognize any expense related to interest and penalties



Sunset Financial Services Inc

Notes to Financial Statements

amounts in thousands

Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 5c3-1 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 At December 31 2013 the Company had net capital of $1205 which was in excess of its required

net capital of $91 The Companys ratio of aggregate indebtedness to net capital was 1.14 to See Schedule for

additional information Historically and in the foreseeable future the Company is dependent upon support from its

parent to support operations

Related Party Transactions

Pursuant to terms of an agreement Kansas City Life furnishes certain administrative services including but not

limited to legal accounting human resources information technologies and fixed assets to the Company The

administrative fees for providing such items amounted to $1173 At December 31 2013 the Company had an

accounts payable due to affiliates of $423 The cost of these services is determined based upon internal cost studies

performed by Kansas City Life on behalf of the Company which may be different than if the services were either

provided by an unrelated third party or from the Company

The Company executed brokerage transactions for Kansas City Life and Sunset Life Insurance Company of America

Sunset Life and recorded brokerage commissions of $2862 related to these transactions The cost of these

services was also determined by Kansas City Life based upon internal cost studies Affiliated revenues net of

related commission expenses amounted to $146

Contingencies

The Company is currently defendant in several legal proceedings described below It is often not possible to

predict the ultimate outcome of pending legal proceedings or to provide with any degree of certainty the reasonable

ranges of potential losses related thereto The matters referred to below are at stages where the Company does not

have sufficient information to make an assessment of the claims for liability or damages The claimants are seeking

undefined amounts of damages or other relief which are difficult to quantify and cannot be estimated based on the

information currently available Additionally based on the events over the last year involving these matters the

Company does not have sufficient information at present to be able to determine the likelihood or amount of an

outcome but the resolution of any of these matters could have material adverse effect on its financial position

results of operations or cash flows

The Company has received number of complaints to be heard in arbitration proceedings under FJINRA rules These

complaints which include tenant-in-common investments in real estate and particular private placement

transaction in real estate allege most if not all of the following that the product was unsuitable for the particular

investor that the representative and/or the Company engaged in misrepresentation unfair trade practices breach of

fiduciary duty breach of contract and fraud and that the Company failed to supervise the representative The

specific claims currently pending include

claim filed in North Carolina in March 2011 related to real estate based private placement offering

claim filed in Texas in August 2013 related to real estate investment trust and two oil and gas

investments and

claim filed in Arizona in November 2013 related to three different real estate based private placement

transactions

The Company is currently the defendant in an action in Missouri state court under which its errors and omissions

carrier is seeking declaratory judgment that the insurer is not liable for claim that has now been paid by the

Company While the action by the insurer only seeks to recognizes non-payments of costs already incurred and

booked by the Company the Company has filed counterclaim seeking damages related to what the Company

considers to be the bad faith denial of that claim by the insurer If successful the Company could recover not only

the already incurred costs related to the claim but also additional monies in the form of damages related to that

denial



Sunset Financial Services Inc

Notes to Financial Statements

amounts in thousands

The process for all of the above claims are in the early stages and the likelihood of success of the plaintiffs or the

Company is difficult to quantif\j and cannot be estimated based on the information currently available

The Company is also subject to regulation under the federal securities laws administered by the SEC Federal

securities laws contain regulatory restrictions and criminal administrative and private remedial provisions From

time to time the SEC and FINRA examine or investigate the activities of the Company These examinations often

focus on the activities of the registered representatives and registered investment advisors doing business through

that entity It is possible that any examination may result in payments of fines and penalties payments to customers

or both as well as changes in systems or procedures any of which could have material adverse effect on the

Companys financial condition or results of operations As of December 31 2013 the Company had no open FINRA

examinations

Subsequent Events

Subsequent events have been evaluated through the date that the fmancial statements have been issued

10



SUNSET FINANCIAL SERVICES INC

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

SCHEDULE

December31 2013

amounts in thousands

Total stockholders equity 1767

Non-allowable assets 518

Haircuts on securities computed pursuant to

Rule 15c3-lcX2XviD 44

Net Capital 1205

Minimum requirennt
91

Excess 1114

AGGREGATE INDFBTFDNFS

Commissions payable
706

Due to affiliated entities 423

FINRA administrative fees payable 205

Accounts payable and accrued liabilities 38

Aggregate indebtedness 1372

Ratio of aggregate indebtedness to net capital
1.14 to

Statement regarding Rule 17a-5d4
There were no material differences between the computation of net capital under Rule 15c3-1 included in this

audited report and the computation included in the Companys corresponding unaudited Form X- 7A-5 Part hA

filing as of December 31 2013

11



SUNSET FINANCIAL SERVICES INC
COMPUTATION FOR DETERMINATION OF RESERVE

REQUIREMENTS UNDER RULE 15c3-3 OF THE
SECURITIES AND EXHANGE COMMISSION

SCHEDULE II

The Company is exempt from Rule 15c3-3 of the Securities and Exchange Commission under paragraph k2ii of

that Rule The Company clears transactions through National Financial Services

12



SUNSET FINANCIAL SERVICES INC
INFORMATION RELATING TO POSSESSION OR

CONTROL REQUIREMENTS UNDER RULE 15c3-3 OF THE
SECURITIES AND EXHANGE COMMISSION

SCHEDULE III

The Company is exempt from Rule 5c3-3 of the Securities and Exchange Commission under paragraph k2ii of

that Rule The Company clears transactions through National Financial Services

13



______ KPMG LLP

Suite 1000

1000 Walnut Street

Kansas City MO 641 06-2162

Report of Independent Registered Public Accounting Firm on

Internal Control Pursuant to Securities and Exchange Commission Rule 17a-5

The Board of Directors

Sunset Financial Services inc

In planning and performing our audit of the financial statements of Sunset Financial Services Inc

the Company as of and for the year ended December 31 2013 in accordance with auditing standards

generally accepted in the United States of America we considered the Companys internal control over

financial reporting internal control as 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 Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by Rule l7a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of compliance with such practices and

procedures that we considered relevant to the objectives stated in Rule 17a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 17a-3a1 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

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 17a-13 and

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation 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 SECs 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

managements authorization and recorded properly to permit the preparation of financial statements in

conformity with U.S generally accepted accounting principles Rule 7a-5g lists additional objectives of

the practices and procedures listed in the preceding paragraph

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

KPMG LLP is Delaware limited liability partnership

the U.S member firm of KPMG International Cooperative

KPMG International Swiss entity
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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

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet important

enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the companys financial statements will not be

prevented or detected and corrected on 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 previously

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 material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2013 to meet the SECs

objectives

This report is intended solely for the information and use of the Board of Directors management the SEC
and other regulatory agencies that rely on Rule 17a-5g 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

Pcr WP

February 20 2014
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KPMG LIP

Suite 1000

1000 Walnut Street

Kansas City MO 641 06-2162

Report of Independent Registered Public Accounting Firm

The Board of Directors

Sunset Financial Services Inc

We have audited the accompanying financial statements of Sunset Financial Services Inc the Company
which comprise the statement of financial condition as of December 31 2013 and the related statements of

operations stockholders equity and cash flows for the year then ended that are filed pursuant to

Rule 7a-5 under the Securities Exchange Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements 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 financial statements

that are free from material misstatement whether due to fraud or error

Auditors Responsibility

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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements The procedures selected depend on the auditors 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 entitys 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 entitys 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 basis for our

audit opinion

Opinion

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

position of Sunset Financial Services Inc as of December 31 2013 and the results of its operations and its

cash flows for the year then ended in accordance with U.S generally accepted accounting principles

KPMG LLP is Delaware limited liability partnership

the U.S member firm of KPMG International Cooperative

KPMG Iriternatponall Swiss entity
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Emphasis of Matter

The accompanying financial statements have been prepared assuming that Sunset Financial Services Inc

will continue as going concern As discussed in note to the financial statements the Company has

suffered recurring losses from operations in addition to unresolved legal proceedings that could result in

substantial costs to the Company and have material adverse effect on the Companys business financial

condition net capital and results of operations At December 31 2013 these circumstances raise

substantial doubt about the entitys ability to continue as going concern The financial statements do not

include any adjustments that might result from the outcome of this uncertainty Our opinion is not modified

with respect to this matter

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole The

information contained in Schedules II and III is presented for purposes of additional analysis and is not

required part of the financial statements but is supplementary information required by Rule 7a-5 under

the Securities Exchange Act of 1934 Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare the

financial statements The information in Schedules II and III has been subjected to the auditing

procedures applied in the audit of the financial statements and certain additional procedures including

comparing and reconciling such information directly to the underlying accounting and other records used

to prepare the financial statements or to the financial statements themselves and other additional

procedures in accordance with auditing standards generally accepted in the United States of America In

our opinion the information in Schedules II and III is fairly stated in all material respects in relation to

the financial statements as whole

WP
February 20 2014



SECURITIES INVESTOR PROTECTION CORPORATION
P.O Box 92185 Washington D.C 20090-2185

202-371-8300

General Assessment Reconciliation

For the fiscal year ended 12/31/2013

Read carefully the instructions in your Working Copy beforoçorpLtlfig jhls Form
UljL/rLL .i

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDING

General Assessment item 2.e from page

Less payment With SIPC-6 filed exclude ineröSt

Date Paid

Less prior overpaymeni applied

Assessment balance due or overpaym.erit

Interest computed on late pay.meni sce insiru Uci iQ.t at 20% pei annurti

Total assessment balance and interest due oi pverpy.eit tried fdrwd

PAID WITH THIS FORM
Check enclosed payable to S1PC

Total must be same as above

Overpayment carried forward $t

Subsidiaries and prede.cessors included in this form 9ivŁ name ati 1934 Act registration nurner

3iflf 4tj Se.ucS
Nameoi Coor Partnership Or other or9arzahIon

lAutozed Signatu

_______ __ yJtQç

Dates ___________
Postmarked

Calculations _________

Exceptions

Disposition of exceptions

Received Reviewed

Documentation Forward Copy

SIPC-7

33REV 7/10

SIPC-7

33-REV 7110

Name ot Member address Designated Examining Authority 1934 Act registration no and month in which fiscal year ends for

purposes of the aUdit requiremeflt of SEC Rule 7a-5

014148 FINRA DEC

SUNSET FINANCIAL SERVICES INC 1616

3520 BROADWAY

P0 BOX 219365

KANSAS CITY MO 64121-9365

SN.o.te
any of nformation showfl op the

mailin bel re es correction please e-mail

arty rect.ionsto ocrn@sipc.org and so

indicate on the form filed

Name and telephone number of person to

contact respecting thi fOrm

hg

.$

11C

The SIPC member submitting this frm and the

person by whom it is executed represent thereby

that all information contaIned herein is true correct

and complete

Dated the____ day of Feb 20

TrIre

ThIs form and the assessment payment Is due 60 days after the end of the fiscal year Retain the Working Copy of this form

for period of not less than years the latest years in an easily accessible place



DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning 111/2013

and ending 1231/2013

Item No
2a Total revenue FOCUS Line 12/Part hA Line Code 4030

2b Additions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not Included above _____________________________

Net loss from principal transactions In securities In trading accounts ______________________________

Net loss from principal transactions in commodities in trading accounts ______________________________

Interest and dividend expense deducted in determining item 2a ____________________________

Net loss from management of or participation in the underwriting or distribution of securities ______________________________

Expenses other than advertising printing registration fees and legal fees deducted in determining net

profit from management of or participation in underwriting or distribution of securities ______________________________

Net loss from securities in investment accounts ______________________________

Total additions ____________________________

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate ii

accounts and from transactions in security futures products

Revenues from commodity transactions _____________________________

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions
_______________________________

Reimbursements for postage in connection with proxy solicitation ___________________________

Net gain from securities in investment accounts _____________________________

100% of commissions and markups earned from transactions In certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date ___________________________

Direct expenses of printing advertising and legal fees incurred in connection with other revenue

related to the securities business revenue defined by Section 169L of the Act __________________________

Other revenue not related either directly or indirectly to the securities business

See Instruction

Deductions in excess of $100000 require documentation

133OO
$__________

to page line 2A

Eliminate cents

117 qoc3

Total interest and dividend expense FOCUS Line 22/PART llA Line t3

Code 4075 plus line 2b4 above but not in excess

of total interest and dividend income $________

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS line Code 3960

Enter the greater of line or ii

Total deductions

2d S1PC Net Operating Revenues

2e General Assessment .0025



KPMG LLP

Suite 1000

1000 Walnut Street

Kansas City MO 641 06-2162

Report of Independent Registered Public Accounting Firm on

Applying Agreed-Upon Procedures Pursuant to SEC Rule 17a-5e4

The Board of Directors

Sunset Financial Services Inc

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended December 31 2013 which were agreed to by Sunset Financial Services Inc

the Company and the Securities and Exchange Commission Financial Industry Regulatory Authority

Inc and SIPC solely to assist you and the other specified parties in evaluating the Companys compliance

with the applicable instructions of the General Assessment Reconciliation Form SIPC-7 The Companys

management is responsible for the Companys 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

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31

2013 as applicable with the amounts reported in Form SIPC-7 for the year ended December 31

2013 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers

noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers supporting the adjustments noting no differences and

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 sued by anyone other than these specified parties

LCP

February 20 2014

KPMG LLP is Delaware limited liability partnership

the U.S member firm of KPMG International Cooperative

IKPMG International Swiss entity



SFS
SUNSET FINANCIAL

Member FINRA/SIPC

FE

Re Audited Financial Statements

Enclosed please find the 2013 Audited Financial Statement for Sunset Financial Services

Inc If you have any questions please contact us at 816-753-7000

Thank you

Executive Officer

member of the Kansas City Life Group of Companies

Home Office 3520 Broadwaj Kansas Ci MO 64111 816 753-7000 800 821-5529


