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INDEPENDENT AUDITORS REPORT

Board of Directors

Minshall Company Inc

Tulsa Oklahoma

Report on the Financial Statements

We have audited the accompanying balance sheets of Minshall Company Inc wholly-

owned subsidiary of Capital Advisors Inc as of December 31 2013 and 2012 and the related

statements of income changes in stockholders equity changes in liabilities subordinated to

claims of general creditors and cash flows for the years then ended that you are filing pursuant

to Rule 17a-5 under the Securities Exchange Act of 1934

Managements Responsibility for the Financial Statements

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

in accordance with accounting principles generally accepted in the United States of America this

includes the design implementation and maintenance of internal control relevant to the

preparation and fair presentation of financial statements that are free from material misstatement

whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on theses financial statements based on our audit We
conducted our audits in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements The procedures selected depend on the 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 Minshall Company Inc as of December 31 2013 and 2012 and the

results of its operations and its cash flows for the years then ended in conformity with accounting

principles generally accepted in the United States of America



Report on Other Legal and Regulatory Requirements

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

whole The supplementary information contained on pages 11 through 14 required by Rule 7a-

under the Securities Exchange Act of 1934 is presented for purposes of additional analysis and

is not required part of the financial statements 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 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 is fairly

stated in all material respects in relation to the financial statements as whole

r4
Certified Public Accountants

February 26 2014

Tulsa Oklahoma
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MINSHALL COMPANY INC

Statements of Financial Condition

December 31 2013 and 2012

ASSETS

Cash

Accounts receivable

Prepaid expenses

Deferred income taxes

Deposits

Total assets

LIABILITIES

Accounts payable

Accrued expenses

Due to parent company

Total liabilities

STOCKHOLDERS EQUITY

Common stock $.0 par value authorized 1000

shares issued and outstanding 100 shares

Additional paid-in-capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

2013

100313

6648

718

1689

109368

500

4650

3402

8552

5520

95295

100816

109368

2012

90447

4878

702

208

96235

4650

2354

7004

5520

83709

89230

96234

See accompanying notes to financial statements



MINSHALL COMPANY INC

Statements of Income

For the Years Ended December 31 2013 and 2012

Operating revenues

Commissions

Interest and dividends

Total operating revenues

Operating costs and expenses

Professional fees

Administrative fees

Licenses and permits

Other

Total operating costs and expenses

Income before income taxes

Provision for income taxes

Net income

2013

69294

110

69404

5150

12000

4920

1022

23092

46312

9726

36586

2012

91773

159

91932

5150

12000

4726

1034

22910

69022

16397

52.625

See accompanying notes to financial statements



MINSHALL COMPANY INC

Statements of Stockholders Equity

For the Years Ended December 31 2013 and 2012

Additional Total

Common Paid-In Retained Stockholders

Stock Capital Earnings Equity

Balance December 31 2011 5520 92248 97769

Net income 52625 52625

Dividends 61164 61164

Balance December 31 2012 5520 83709 89230

Net income 36586 36586

Dividends 25000 25000

Balance December 31 2013 5520 95295 100816

See accompanying notes to financial statements



MINSHALL COMPANY INC

Statements of Cash Flows

For the Years Ended December 31 2013 and 2013

2013 2012

Cash flows from operating activities

Net income 36586 52625

Adjustments to reconcile net income to net cash

provided by operating activities

Deferred income taxes

Changes in assets and liabilities

Accounts receivable 1771 457
Prepaid expenses and deposits 1498 367

Due from parent company

Accounts payable 500

Accrued expenses

Due to parent company 1049 1243

Net cash provided used by operating activities 34866 53778

Cash flows from financing activities

Dividend paid 25000 61164

Net cash used in financing activities 25000 61164

Net increase decrease in cash 9866 7386

Cash beginning of year 90447 97833

Cash end of year 100313 90447

See accompanying notes to financial statements



MINSHALL COMPANY INC

Statements of Changes in Liabilities Subordinated to

Claims of General Creditors

For the Years Ended December 31 2013 and 2012

During the years ended December 31 2013 and 2012 the Company had no liabilities subordinated to claims

of general creditor

See accompanying notes to financial statements



MINSHALL COMPANY Inc

Notes to Financial Statements

December 31 2013 and 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business Minshall Company Inc the Company was incorporated on May 14 1987

as broker/dealer in securities transactions and commenced operations on March 13
1988 The Company is registered as broker/dealer with the Securities and Exchange
Commission the Financial Industry Regulatory Authority the Securities Investor

Protection Corporation and the states of Oklahoma and Texas The Company is

wholly-owned subsidiary of Capital Advisors Inc CAT and is engaged only in limited

broker dealer business mutual funds and/or variable annuities

Basis of Accounting The Company maintains its accounts on the accrual basis of

accounting in accordance with accounting principles generally accepted in the United

States of America Accounting principles followed by the Company and the methods of

applying those principles which materially affect the determination of financial position

results of operations and cash flows are summarized below

Mana2ement Estimates The preparation of financial statements in conformity with

generally accepted accounting principles requires management to make estimates and

assumptions that affect the reported amounts of 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 those estimates

Revenue Reco2nition Commission income and expense related to client securities

transactions are recorded on trade date basis 2b- fees are based on the average
balance of the mutual fund held in customer accounts and are recorded on monthly
basis

Income Taxes The Company files consolidated tax returns with its parent CAl The

Company computes its income tax provision based upon tax allocation agreement with

CA which provides for calculation of income tax on stand-alone basis The Company
has recorded amounts owing or refundable under the agreement as liability to or

receivable from CA Deferred tax liabilities and assets are recognized for the tax effect

of differences between the financial statement and tax bases of assets and liabilities

valuation allowance is established to reduce deferred tax assets to estimated realizable

amounts if it is more likely than not that deferred tax asset will not be realized The tax

years prior to 2009 generally are not subject to examination by the U.S Federal and most
state tax authorities

Subseiiuent Events In preparing these financial statements management has evaluated

and disclosed all material subsequent events through February 26 2013 which is the date

these statements were available to be issued



MINSHALL COMPANY Inc

Notes to Financial Statements

December 31 2013 and 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Si2nificant Group Concentrations of Credit Risk The Company maintains deposits

in financial institution that at times exceed amounts covered by insurance provided by
the U.S Federal Deposit Insurance Corporation FDIC The Company believes that

there is no significant risk with respect to these deposits

STOCKHOLDERS EQUITY AND RESTRICTION

The Company is required by Oklahoma securities regulations and the Financial Industry

Regulatory Authority to maintain minimum net worth as defined of $25000 As of

December 31 2013 and 2012 the Companys qualified net worth was in excess of these

required minimums

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule SEC Rule 15c3-1 which requires the maintenance of minimum net capital

and requires that the ratio of aggregate indebtedness to net capital both as defined shall

not exceed 15 to and the rules of the applicable exchange also provides that equity

capital may not be withdrawn or cash dividends paid if the resulting net capital ratio

would exceed 10 to At December 31 2013 the Company had net capital of $100099
which was $75099 in excess of its required net capital of $25000 Additionally the

Companys ratio of aggregate indebtedness to net capital was .09 to



MINSHALL COMPANY Inc

Notes to Financial Statements

December 31 2013 and 2012

INCOME TAXES

The provision for income taxes at December 31 2013 and 2012 consists of

2013 2012

Currentincometaxes 9726 16397

Deferred income taxes benefit

9726 16397

The tax effect of temporary differences related to deferred income taxes result primarily

from tax differences in treatment of charitable contributions

reconciliation of income tax expense at the statutory rate to income tax expense at the

Companys effective rate is shown below

2013 2012

Federal computed at the statutory rate 6947 12256

State income taxes net of federal tax benefit 2779 4141

Rate diflØrentialsand other

9726 16397

RELATED PARTY TRANSACTIONS

Certain directors of the Company are also directors of other entities with which the

Company conducts transactions in the normal course of business

The Company paid its parent Capital Advisors Inc an administrative fee of $12000 in

2013 and 2012 In addition the Company received approximately $3811 and $8025 in

12b-1 fees from the mutual fund managed by Capital Advisors Inc during 2013 and

2012 respectively



MINSHALL COMPANY Inc

Notes to Financial Statements

December 31 2013 and 2012

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

As securities broker the Company is engaged in buying and selling mutual funds for

diverse group of institutional and individual investors at their discretion All cash and

securities are held directly at the mutual fund company or at the clients brokerage firm

The Companys exposure to credit risk associated with nonperformance of customers in

fulfilling their contractual obligations pursuant to securities transactions can be directly

impacted by volatile trading markets which may impair the customers ability to satisf

their obligations to the Company The Company seeks to control the aforementioned

risks by requiring customers to pay for security purchases at the time orders are placed or

maintain collateral with the clients broker in compliance with various regulatory

requirements and the brokers internal guidelines

10



Supplemental Information



MINSHALL COMPANY INC

Computation of Net Capital Pursuant to Rule 5c3-1

December 31 2013

Net Capital

Ownership equity 100816

Less non-aHowable assets

Prepaid expenses 718

718

Total allowable capital 100098

Less haircuts on investments none

Total net capital 100098

Minimum capital requirement 25000

Excess Over Under Minimum Net Capital Requirement 75098

Total Aggregate Indebtedness 8552

Percentage of Aggregate Indebtedness to Net Capital 8.54%

There are no differences between the above computation and the computation included in the

Companys corresponding unaudited form X-17A-5 Part hA filing

11



MINSHALL COMPANY INC

Reconciliation Pursuant to Rule 17a-5d4

December 31 2013

Per Per

Audited Unaudited

Report Report

Net Capital

Ownership equity 100817 100817

Less non-allowable assets

Prepaid expenses 718 718

Deferred income taxes

718 718

Total allowable capital 100099 100099

Less haircuts on investments

Total net capital 100099 100099

Minimum capital requirement 25000 25000

Excess Over Under Minimum Net Capital Requirement 75099 75099

Total Aggregate Indebtedness 8552 8552

Percentage of Aggregate Indebtness to Net Capital 8.54% 8.54%

The above comparison details the effects of adjustments made during our audit of the financial

statements No adjustments were made during the audit

12



MINSHALL COMPANY INC

Computation for Determination of Reserve Requirements for

Brokers and Dealers Pursuant to Rule 5c3-3 of the

Securities and Exchange Commission

December 31 2013

Minshall Company Inc is limited business mutual funds and/or variable annuities only

broker dealer and therefore is exempt from Rule 15c3-3 pursuant to paragraph Kl

13



MINSHALL COMPANY INC

Supplementary Report on SIPC Assessment Reconciliation

December 31 2013

Supplemental report SIPC assessment is not required because the Company had receipts less

than $500000

14



Independent Auditors Report and Internal Control Required by SEC Rule 17a-5 for

Broker-Dealer Claiming an Exemption from SEC Rule 15c3-3

Board of Directors

Minshall Company Inc

In planning and performing our audit of the financial statements of Minshall Company 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 17a-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 such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g in

making the periodic computations of aggregate indebtedness and net capital under Rule 7a-

3a11 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 quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payments 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 above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-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 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

control deficiency 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

misstatements on timely basis signIcant 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 above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate 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 7a-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

r44....L Liô

Certified Public Accountants

February 262014
Tulsa Oklahoma


