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Oath and Affirmation

I, Daryl L, Hubbard, swear (or affirm) that, to the best of my knowledge and belief that accompanying
financial statement and supporting schedules pertaining to the firm of DST Market Services, LLC, 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:

itz

/7 Signature/ z

Vice President and FINOP
Title

SHERYL MORRISON

N - ,
/ Notary Public, Notary seal ~ '|F
M State of Missourl ,
/ Jackson County

: ommission # 12480954,
Nétary Public My GO roR ies Joly Do 2016

This report**contains (check all applicable boxes):

E (a) Facing Page

(b) Statement of Financial Condition

L} (c) Statement of Income (Loss)

(d) Statement of Changes in Financial Condition

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors

(g8) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3

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

D (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with
respect to methods of consolidation

(1) An Oath or Affirmation

(m) A copy of the SIPC Supplemental Report X

(n) A report describing any material inadequacies found to exist or found to have existed since the
date of the previous audit.

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditor’s Report

To the Member of DST Market Services, LLC:

We have audited the accompanying statement of financial condition of DST Market Services, LLC (the
“Company”) as of December 31, 2013.

Management's Responsibility for the Statement of Financial Condition

Management is responsible for the preparation and fair presentation of the statement of financial
condition 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 a statement of financial condition that is free from material misstatement,
whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on the statement of financial condition 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 statement of financial condition is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the statement of financial condition. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the statement of financial condition, whether due to
fraud or error. In making those risk assessments, we consider internal control relevant to the Company's
preparation and fair presentation of the statement of financial condition 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 Company'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 statement of financial condition. 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 accompanying statement of financial condition presents fairly, in all material respects,

the financial position of DST Market Services, LLC at December 31, 2013 in accordance with accounting
principles generally accepted in the United States of America.

fosirarntidnislongre s L P

February 27, 2014

PricewaterhouseCoopers LLP, 1100 Walnut, Suite 1300, Kansas City, MO 64106
T: (816) 472 7921, F: (816) 218 1890, www.pwc.com/us



DST Market Services, LLC
Statement of Financial Condition

December 31, 2013
Assets
Cash and cash equivalents $ 5,681,760
Deposits with clearing organizations 20,000
Accounts receivable 4,240,472
Prepaid expenses and other assets 37,671
Receivable from DST 12,222,868
Property and equipment, net 170,381
Intangible assets, net 4,652,604
Goodwill 4,457,008
Total assets $ 31,482,764
Liabilities and Member's Interest
Accounts payable $ 218,654
Accrued liabilities 1,325,192
Deferred income taxes 739,880
Other liabilities 208,838
Total liabilities 2,492,564
Member's interest
Retained earnings 11,879,805
Member's capital 17,110,395
Total member's interest 28,990,200
Total liabilities and member's interest $ 31,482,764

The accompanying notes are an integral part of these financial statements.
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DST Market Services, LLC
Notes to Financial Statements
December 31, 2013

Organization and Business

DST Market Services, LLC (the “Company”) is a wholly—owned subsidiary of DST Systems, Inc. (“DST”).
The Company is a broker-dealer formed under the Securities Exchange Act of 1934 and is registered with the
Securities and Exchange Commission. The Company provides mutual fund shareowner recordkeeping
services to brokerage firms who perform recordkeeping functions in a subaccounting arrangement for mutual
fund accounts that have been sold by the broker/dealer's financial advisors.

The Company is a member of the Financial Industry Regulatory Authority ("FINRA"). In January 2014, the
Company was approved by FINRA to be a clearing broker that can hold customer accounts which may result
in an increase in the Company's net capital requirement going forward.

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 management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Cash and cash equivalents

The Company considers all liquid investments with original maturities of less than 90 days to be cash
equivalents. Cash represents unrestricted cash of $5,681,760 held with one major financial institution.

Fair value of financial instruments

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Various valuation inputs are used
to determine the fair value of assets or liabilities. Such inputs are defined broadly as follows:

Level 1 - Quoted prices in active markets for identical assets or liabilities that the reporting entity has the
ability to access at the measurement date.

Level 2 - Other significant observable inputs (including quoted prices for similar securities, interest rates,
etc.) for the asset or liability.

Level 3 - Significant unobservable inputs (including the entity’s own assumptions in determining fair
value) for the asset or liability.

Substantially all of Company’s assets and liabilities are represented by cash balances held by depository
institutions or are short-term in nature thus their carrying amounts approximate fair value as defined within
the standard.

Property and equipment
Property and equipment are recorded at cost with major additions and improvements capitalized. Data

processing and other equipment are depreciated using accelerated methods over the estimated useful lives,
principally three to five years. Leasehold improvements are depreciated using the straight-line method over



DST Market Services, LLC
Notes to Financial Statements
December 31, 2013

the lesser of the term of the lease or life of the improvement. The Company periodically reviews its property
and equipment for possible impairment.

Goodwill and intangible assets

Intangible assets primarily represent customer relationships, trade names and other assets acquired through a
business combination. The estimated useful life of the Company’s intangible assets is 7 to 16 years. The
weighted-average amortization period at December 31, 2013 for these assets was 14.8 years. Goodwill and
intangible assets that have indefinite useful lives will not be amortized but rather will be tested at least
annually for impairment or whenever events or changes in circumstances indicate that the carrying value may
not be recoverable. The Company’s impairment tests indicate no impairments during the year ended
December 31, 2013. The fair value was estimated using the expected present value of future cash flows.

Income taxes

The Company is included in the DST federal consolidated corporate income tax return. In addition, the
Company made an election to be taxed as a corporation for federal income tax purposes. As a result, the
Company has provided federal and state income taxes for the year ended December 31, 2013.

The Company computes income tax expense and income taxes currently payable to DST under an
intercompany tax allocation policy which approximates the separate return method. The tax sharing policy
provides for compensation for tax benefits of losses and credits to the extent utilized by other members in the
consolidated income tax return. Deferred income tax effects of transactions reported in different periods for
financial reporting and income tax return purposes are recorded by the liability method under the
authoritative accounting guidance for income taxes. The method gives consideration to the future tax
consequences of deferred income or expense items and immediately recognizes changes in income tax laws
upon enactment. The Company recognizes interest and penalties accrued related to unrecognized tax
benefits, if any, in income tax expense.

From time to time, the Company may enter into transactions that tax treatment of which under the Internal
Revenue Code or applicable state tax laws is uncertain. In these instances, the Company provides federal
and/or state income taxes on such transactions, together with related interest, net of income tax benefit, and
any applicable penalties in accordance with the authoritative accounting guidance for income tax
uncertainties and accounting for income taxes.

Share-based compensation

The Company participates in DST’s share-based compensation plan. The Company recognizes the cost of
employee services received in exchange for awards of DST restricted stock, restricted stock units and
common stock options based on the grant date fair value of the awards. The cost of these equity awards is
generally recognized over the service period. Amortization of share-based awards containing both service
and performance features depends on the Company’s estimated judgments on whether the performance
condition will be achieved.

Authoritative accounting guidance

In July 2013, the Financial Accounting Standards Board ("FASB") issued an accounting standard update,
"Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax
Loss, or Tax Credit Carryforward Exists." This standard requires netting of unrecognized tax benefits against
a deferred tax asset for a loss or other carryforward that would apply in settlement of the uncertain tax
positions. This standard is effective prospectively for annual and interim periods beginning after December
15, 2013. The Company is currently evaluating the potential impact of this standard but does not expect it to
materially impact the financial statements.



DST Market Services, LLC
Notes to Financial Statements
December 31, 2013

Subsequent events

The Company has performed an evaluation of subsequent events through February 27, 2014, which is the
date of issuance of the financial statements.

Property and Equipment

The following table summarizes property and equipment and related accumulated depreciation at
December 31, 2013:

Leasehold improvements $ 211,829
Data processing and other equipment 69,809

281,638
Less: accumulated depreciation 111,257
Property and equipment net $ 170,381

Goodwill and Intangible Assets

The Company’s goodwill of $4,457,008 at December 31, 2013 resulted from a business combination of
TASS, LLC by DST in 2007. TASS merged with the Company on January 3, 2012.

The following table summarizes intangible assets at December 31, 2013:

Customer relationships $ 7,100,000
Trade name 1,000,000
Other 500,000
8,600,000

Less: accumulated depreciation 3,947,396
Intangible assets, net $ 4,652,604

Related Party Transactions
Shared services

The Company may contract with DST and affiliates of DST for certain administrative services including, but
not limited to, information technology services, legal, accounting, tax and other various corporate support
functions.

Cash management program with DST

The receivable from DST included in the accompanying Statement of Financial Condition in the amount of
$12,222,868 at December 31, 2013 represents a net balance as the result of various transactions between the
Company and DST. The balance is primarily the result of the Company’s participation in DST’s centralized
cash management program, wherein cash disbursements are funded by DST. The Company receives interest
on its average outstanding balance on deposit with DST.



DST Market Services, LLC
Notes to Financial Statements
December 31, 2013

Share-based compensation

The Company participates in DST’s share-based compensation plan and has outstanding share awards,
primarily in the form of DST common stock options and DST restricted common stock units.

Summary stock option activity is presented in the table below:

Weighted Average
Remaining
Weighted Average  Contractual Life
Shares Exercise Price (in years)
Outstanding at December 31, 2012 4,700 $ 46.60 8.1
Exercised 1,324 4542
Outstanding at December 31, 2013 3,376 47.07 7.9
Exercisable at December 31, 2013 2,321 45.76 7
Summary restricted stock activity is presented in the table below:
Weighted Average
Grant Date Fair
Shares Value

Non-vested at December 31, 2012 4,165 $ 44.47

Granted 2,449 67.79

Exercises 3,805 43.98

Non-vested at December 31, 2013 2,809 $ 65.46

The Company had $110,905 of unearned compensation related to the grant of DST share-based awards to
certain employees of the Company at December 31, 2013. Unearned compensation is included in Member’s
capital in the Statement of Financial Condition.

Significant Estimates and Concentrations

Accounting principles generally accepted in the United States of America require disclosure of certain
significant estimates and current vulnerabilities due to certain concentrations. Those matters include the
following:

Major customers

The Company’s two largest customers, in aggregate, account for approximately 67.6% of the Company’s
total revenues for the year ended December 31, 2013. A loss of either of these customers could adversely
impact the Company’s results.

Credit risk

Cash balances which exceed Federal Deposit Insurance Corporation insurance coverage limits subject the
Company to a concentration of credit risk.
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Current economic conditions

Economic and financial market conditions could adversely affect the results of operations in future periods.
Instability in the financial markets may significantly impact the volume of future sales, which could have an
adverse impact on the Company’s future operating results.

In addition, given the volatility of economic conditions, the values of assets and liabilities recorded in the
financial statements could change rapidly, resulting in material future adjustments in allowances for accounts
receivable that could negatively impact the Company’s ability to maintain sufficient liquidity.

Other contingencies

The Company is involved in legal proceedings arising in the normal course of their business. While the
ultimate outcome of these legal proceedings cannot be predicted with certainty, it is the opinion of
management, after consultation with legal counsel, that the final outcome in such proceedings, in the
aggregate, would not have a material adverse effect on the Company’s financial condition, results of
operations and cash flow.

Indemnifications

In the normal course of business, the Company enters into contracts that contain a variety of representations
and warranties which provide general indemnifications. The Company’s maximum exposure under these
arrangements is unknown as the contracts refer to potential claims that have not yet occurred. However,
management expects the risk of loss to be remote.

Income Taxes

Deferred tax assets and liabilities are determined based on the differences between the financial statement
and tax bases of assets and liabilities as measured by the enacted tax rates which will be in effect when these
differences reverse. Deferred tax expense (benefit) is generally the result of changes in the assets or
liabilities for deferred taxes. The net deferred tax liability of $739,880 at December 31, 2013 is comprised of
deferred tax liabilities of $922,240 and deferred tax assets of $182,360. The net deferred tax liability at
December 31, 2013 relates primarily to the difference in the timing of recognition of income and deductions
for book and tax purposes.

The Company is subject to examination by the IRS as part of the DST consolidated federal income tax return
for all years beginning after October 20, 2011. Various state and local income tax returns of the DST
consolidated group are under examination by taxing authorities. The Company does not believe that the
outcome of any examination will have a material impact on its financial statements.

Net Capital and Customer Reserve Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule
15¢3-1), which requires the maintenance of a minimum net capital requirement. The Company has elected
the alternative net capital method. This method establishes a minimum net capital requirement of the greater
of $250,000 or 2% of aggregate debits, pursuant to Rule 15¢3-3. The Company had net capital at

December 31, 2013 of $3,095,561, which exceeded its net capital requirement by $2,845,561. As of
December 31, 2013, the Company is a clearing broker, however, has no customer accounts. Consequently, at
December 31, 2013, there are no amounts required to be reserved in accordance with SEC Rule 15¢3-3.



