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OATH OR AFFIRMATION

I, Robert L. Smallwood Jr. CPA , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Beard Financial Services, Inc. , as
of December 31 ,20 13 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:

1gnature
heaoier [/ far 09
Title?

Wﬂ%ﬁ?

Notary Public

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

(a) Facing Page.

(b) Statement of Financial Condition.

(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.

(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. '

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
Beard Financial Services, Inc.
Youngstown, Ohio

Report on the Financial Statements

We have audited the accompanying financial statements of Beard Financial Services, Inc. which comprise the
statement of financial condition as of December 31, 2013, and the related statements of operations and changes
in stockholders’ equity and cash flows for the year then ended, and the related notes to the financial statements.

Managemernt's Responsibility for the Financial Statements

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

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 auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's internal control.
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Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Beard 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 accounting principles generally accepted in the United States
of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules I and II are presented for purposes of additional analysis and is
not a required part of the basic financial statements, but is supplementary information required by Rule 17a-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. Such information has been subjected to the auditing procedures applied in our audit of the basic
financial statements and certain other 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 basic financial statements taken as a whole.

Hobe & Lucas
Certified Public Accountants, Inc.

February 27,2014



Beard Financial Services, Inc.

Statement of Financial Condition
December 31, 2013

ASSETS
Assets: , «
Cash and cash equivalents \ $ 141,312
Accounts receivable 55,431
Deposits ; 7,805
Prepaid expenses : 15,442
Goodwill 370,731
TOTAL ASSETS | | $ 590,721
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:

Commissions payable $ 33,499

Stockholders' Equity: ‘
Common stock, 850 shares authorized,

10 shares issued and outstanding, no par value 100,000
Additional paid-in capital ' 375,000
Retained earnings ~ 82,222
Total Stockholders' Equity 557,222

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 590,721

The accompanying notes are an integral part of these statements.
-3-



Beard Financial Services, Inc.

Statement of Operations
Year Ended December 31, 2013

Revenues - commissions and fees ~$ 2,079,086
Less:

Commissions expense 1,231,880
Net revenues t 847,206
Operating expenses : 425,875
NET INCOME $ 421,331

The accompanying notes are an integral part of these statements.
4-



Beard Financial Services, Inc.

Statement of Changes in Stockholders' Equity
Year Ended December 31, 2013

Additional

Capital Paid-In Retained

Stock Capital Earnings Total
Balance - beginning (Restated) $ 100 $ 75329 $ 53,840 $ 129,269
Current year net income - 421,331 421,331
Contributed capital - 375,000 - 375,000
Distributions paid - - (339,109) | (339,109)
Change of ownership - Note | 99,900 (75,329) (563,840) (29,269)
Balance - end of year $ 100,000 $ 375,000 $ 82222 $ 557,222

The accompanying notes are an integral part of these statements.
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Beard Financial Services, Inc.

Statement of Cash Flows
Year Ended December 31, 2013

Cash Flows from Operating Activities:

Net income
Adjustments to reconcile net income to cash
provided by operating activities:

(Increase) decrease in assets:
Accounts receivable - trade
Deposits
Prepaid expenses

Increase (decrease) in liabilities:
Comissions allowable
Accounts payable

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities:
Purchase of Goodwill from former shareholder

Cash Flows from Financing Activities:
Repayment of note payable to former shareholder
Contributed capital
Distributions paid

Net Cash Used by Investment Activities

Net Increase in Cash

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental Disclosure of Non-Cash Investing and Financing Activities:

On January 1, 2013 the Shareholder of the Company sold 100% of the Company. -As a result,
the Company recognized assets of $153,456, liabilities of $24,187, capital stock of $100,000

and goodwill of $370,731 from purchase accounting.

The accompanying notes are an integral part of these statements.
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" Beard Financial Services, Inc.
Notes to Financial Statements
December 31, 2013

NOTE A - ORGANIZATION

Beard Financial Services, Inc. (The Company) is incorporated under the laws of the State of Ohio. The
Company is a fully-disclosed securities broker-dealer registered with the SEC and is a member of the
Financial Industry Regulatory Authority (FINRA). The Company’s principal office is located in
Boardman, Ohio and is also registered in various states.

. NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements of the Company have been prepared on the accrual basis of accounting and
accordingly, reflect all significant receivables, payables and other liabilities.

Cash and Cash Equivalents

At times during the year, the Company’s cash accounts exceeded the related amount of federal
depository insurance. The Company has not experienced any loss in such accounts and believes it is not
exposed to any significant credit risk. The Company considers a certificate of deposit that has no early
withdrawal penalty to be a cash equivalent.

Securities Transactions

Customers’ securities transactions are reported on a settlement date basis with related commission
income and expenses reported on a trade date basis. Amounts receivable and payable for securities
transactions that have not reached their contractual settlement date are recorded net on the statement of
financial condition.

Income Taxes

The Company, with the consent of its stockholders, has elected under the Internal Revenue Code to be
an S Corporation. In lieu of corporation income taxes, the shareholders of an S Corporation are taxed
on their proportionate share of the Company’s taxable income. Therefore, no provision or liability for
federal and state income taxes has been included in the financial statements.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Goodwill

Goodwill is reviewed for possible impairment at least annually or more frequently upon the occurrence
of an event or when circumstances indicate that the entity’s carrying value is greater than its fair value.
At December 31, 2013, the company determined that fair value of the goodwill was greater than its
carrying value. Accordingly, no impairment was recorded for the year ended December 31, 2013.

-7-



Beard Financial Services, Inc.
Notes to Financial Statements
December 31, 2013

NOTE C —~ RELATED PARTY TRANSACTIONS

Personnel services and office space is provided by Beard Pension Services, Inc. Both companies share
common ownership. During 2013, the Company paid $320,298 to Beard Pension Services, Inc. as
reimbursement for its portion of those expenses, based upon an expense sharing agreement between
the two.

NOTE D -~ ACCOUNTS RECEIVABLE - TRADE

Accounts receivable are listed at net realizable value and are considered by management to be fully
collectible. Accordingly, no allowance for doubtful accounts is considered necessary.

NOTE E - NET CAPITAL PROVISION OF RULE 15C3-1

Pursuant to the net capital provisions of Rule 15¢c3-1 of the Securities and Exchange Commission
(SEC), the Company is required to maintain a minimum net capital balance, as defined, under such
provisions.

The Company’s minimum capital requirement is the greater of $50,000 or 6 2/3% of aggregate
indebtedness, as defined, under Securities and Exchange Commission Rule 15¢3-1(a)(1), as it does
not maintain customer accounts. Net capital may fluctuate on a daily basis. At December 31, 2013, the
Company had net capital of $145,638, which was $95,638 in excess of its required net capital of
$50,000.

In addition to the minimum net capital provisions, Rule 15¢3-1 requires that the Company maintain a
ratio of aggregate indebtedness to net capital, both as defined, not to exceed 15 to 1. Net capital and
aggregate indebtedness change from day to day, but at December 31, 2013, the Company’s ratio of
aggregate indebtedness to net capital was 23.00%

NOTE F - EXEMPTION FROM RULE 15C3-3

The Company acts as an introducing broker dealer, promptly transmitting all funds and delivering all
securities received in connection with its activities as a broker or dealer and does not otherwise hold
funds or securities for or owe money or securities to customers. The Company operates under Section
(k)(2)(ii) of Rule 15c3-3 of the Securities Exchange Act of 1934 and is therefore exempt from the
requirements of Rule 15¢3-3.

NOTE G - FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

In the normal course of business, the Company’s customer activities involve the execution, settlement,
and financing of various customer securities transactions. These activities may expose the Company to
off-balance-sheet risk in the event the customer or other broker is unable to fulfill its contracted
obligations and the Company has to purchase or sell the financial instrument underlying the contract at
a loss. As of December 31, 2013, management is not aware of any material transactions that could
cause a potential obligation.



Beard Financial Services, Inc.
Notes fo Financial Statements
December 31, 2013

NOTE H - MANAGEMENT REVIEW OF SUBSEQUENT EVENTS

Management of the Company has reviewed and evaluated subsequent events through February 27,
2014 for possible inclusion in the financial statements for the year ended December 31, 2013. No
items were identified for inclusion. The date of February 27, 2014 is the date at which the financial
statements were available for issue.

NOTE | - OWNERSHIP CHANGE

Effective January 1, 2013 the sole shareholder of Beard Financial Services, Inc. (Company) sold his
entire ownership interest to four registered representatives who were registered with the Company for a
number of years. The fransaction consisted of a cash payment and a note payable to the sole
shareholder. The note was paid off entirely during 2013.

The Company disclosed the sale to the Financial Industry Regulatory Authority (FINRA). The Company
received approval from FINRA during 2013.

The allocation of purchase price was allocated as follows:

Goodwill $ 400,000
Capital stock 100,000
Liabilities assumed 24,187
Current assets assumed ($153,456)
Goodwill at December 31, 2013 $ 370,731

NOTE J — RESTATEMENT OF BEGINNING RETAINED EARNINGS

Beginning retained earnings has been restated to reflect prepaid SIPC assessments arising from
amendments of past SIPC filings.



Beard Financial Services, Inc.

Schedule of Operating Expenses
Year Ended December 31, 2013

Employee compensation and benefits '$ 187,238
Other operating costs 111,685
Professional consulting fees 31,713
Firm clearing and brokerage 25,691
Occupancy costs ‘ 21,687
FINRA expenses . 18,934
Errors and ommissions insurance 13,388
Miscellaneous expense . 10,750
Professional subscriptions 2,605
Software 2,000
SIPC assessment 184
TOTAL OPERATING EXPENSES $ 425875

The accompanying notes are an integral part of these financial statements.
-10-



Beard Financial Services, Inc.

Computation of Net Capital
December 31, 2013

NET CAPITAL COMPUTATION

Total stockholders’ equity from December 31, 2013 financial statements
Less: Nonallowable assets

Commissions receivable less unsecured 12b(1) fees
Goodwill
Prepaid expenses
CRD account deposit
NET CAPITAL
COMPUTATION OF AGGREGATE INDEBTEDNESS

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT -
6 2/3% OF AGGREGATE INDEBTEDNESS

MINIMUM REQUIRED NET CAPITAL
EXCESS NET CAPITAL

RATIO: AGGREGATE INDEBTEDNESS TO NET CAPITAL

$ 557,222

17,606
370,731
15,442
7,805

411,584
$ 145,638

$ 33499

$ 2,234
$ 50,000

8 9563

23.00%

A reconciliation of the computations of net capital under Rule 15¢3-1 as included in the Company's

- unaudited Forms X-17a-5 as of December 31, 2013 filed with the Securities and Exchange

Commission and the amounts included in the above computations is not required as there were no audit

adjustments.

The accompanying notes are an integral part of these financial
11 -

statements.



Beard Financial Services, Inc.

SUPPLEMENTAL SCHEDULES OF COMPUTATION FOR DETERMINATION
OF RESERVE REQUIREMENTS AND INFORMATION RELATING TO THE
POSSESSION OR CONTROL REQUIREMENTS PURSUANT TO RULE 15¢3-3
OF THE SECURITIES AND EXCHANGE COMMISSION

FOR THE YEAR ENDED DECEMBER 31, 2013

The Company is not required to present the schedules "Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3" and "Information Relating to the Possession of Control Requirements
Under Rule 15¢3-3" as it meets the exemptive provisions of Rule 15¢3-3, under Section (k)(2)(ii) of the Rule.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULF 17a-5

To the Shareholders of
Beard Financial Services, Inc.
Youngstown, Ohio

In planning and performing our audit of the financial statements of Beard Financial Services, Inc. for the year
ended December 31, 2013, we considered its internal control structure in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on
the internal control structure. ‘ ‘

Also, as required by rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have made a study of
the practices and procedures followed by the Company including tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of rule 15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.
2. Recordation of differences required by rule 17a-13,

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining an internal control structure
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 internal control
structure policies and procedures and of the practices and procedures referred to in the preceding paragraph and
to assess whether those practices and procedures can be expected to achieve the SEC's above-mentioned
objectives. Two of the objectives of an internal control structure and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets for which the Company has responsibility
are safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to permit preparation of financial statements
in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

-13-
Independent Member

BKR

INTERNATIONAL
Firms In Principal Cities Worldwide



Because of inherent limitations in any internal control structure or the practices and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the effectiveness of
their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity’s internal control.

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 the practices and procedures that accomplish the objectives referred to in the second paragraph
of this report are considered by the SEC to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that practices and procedures that do not accomplish such
objectives in all material respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company’s practices and procedures, as described in the second paragraph
of this report, were adequate at December 31, 2013, to meet the SEC’s objectives.

This report is intended solely for the information and use of management, the SEC, and other regulatory
agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered

brokers and dealers, and is not intended to be and should not be used by anyone other than those specified
parties.

Hobe & Lucas
Certified Public Accountants, Inc.

February 27,2014
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