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Report of Independent Registered Public Accounting Firm

To the Shareholder of
J.M. Lummis Securities, Inc.
New Canaan, CT

We have audited the accompanying financial statements of J.M. Lummis Securities, Inc. (the
“Company”), which comprise the statement of financial condition as of December 31, 2014, and
the related statements of operations, changes in shareholder’s equity, and cash flows for the
year then ended that are filed pursuant to Rule 17a-5 under the Securities Exchange Act of
1934, and the related notes to the financial statements and supplemental information. The
Company’s management is responsible for these financial statements. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. The Company is not required to have, nor were we engaged to perform, an audit
of its internal control over financial reporting. Our audit included consideration of internal control
over financial reporting as a basis for designing 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 over financial reporting. Accordingly, we express no such opinion.
An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial condition of J.M. Lummis Securities, Inc. as of December 31, 2014, 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.

90 Grove Street, Suite 101, Ridgefield, CT 06877 (203) 438-0161 Fax: (203) 431-3570
51 Locust Avenue, Suite 303, New Canaan, CT 06840 (203) 972-5191 www.reynoldsrowella.com



The supplemental information contained on pages 10-12 has been subjected to audit
procedures performed in conjunction with the audit of the Company’s financial statements. The
supplemental information is the responsibility of the Company’s management. Our audit
procedures included determining whether the supplemental information reconciles to the
financial statements or the underlying accounting and other records, as applicable, and
performing procedures to test the completeness and accuracy of the information presented in
the supplemental information. In forming our opinion on the supplemental information, we
evaluated whether the supplemental information, including its form and content, is presented in
conformity with Rule 17a-5 of the Securities Exchange Act of 1934. In our opinion, the
supplemental information is fairly stated, in all material respects, in relation to the financial

statements as a whole.
\
/éfwéé < / @J"ﬁé‘*/&cﬂ

Reynolds & Rowella, LLP
New Canaan, Connecticut

February 25, 2015
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J.M. Lummis Securities, Inc.
Statement of Financial Condition
As of December 31, 2014

Assets . e R ‘%
Cashandcashequivalents ~  $ 126,901
__Due from clearing organization 101468
. Prepaidexpense 4,453 .
i Accounts recelvable S , 182

TotalAssets N -2

Llabllltles and Shareholder's Equity
Accounts payable and accrued expenses S $ 13,107

'Shareholder s EqUIty

. Common stock, no par value i 1
20 000 shares authorlzed 100 shares lssued and outstandlng e 20 000
_Additional paid-in capital . 359620
 Retaineddefict . (159743

TotalLiabilties and Sharcholders Equty 8 22084

See accompanying notes to financial statements.
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J.M. Lummis Securities, Inc.
Statement of Operations
For the Year Ended December 31, 2014

. Bond commissions % 308,347
.__Money market commissions 99218

TotlRevenues Ta07ses

Operating Expenses L
~ Commissions T S 151,500
. Allocated expenses (Note2) 204000
Transactonfees . 43034

See accompanying notes to financial statements.
4
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J.M. Lummis Securities, Inc.
Statement of Shareholder’s Equity
For the Year Ended December 31, 2014

_ CommonStock - Paid-in

_ Total

Deficit __ Equity

_Refained  Shareholder's

Shares . Amount Capital

$ 359620 $ (137.851)

Beginning Balance, January 1,2014 100 $ 20,000

2ai7ee
(21,892)

Ending Balance, December 31,2014 100§ 20000

See accompanying notes to financial statements.
5
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J.M. Lummis Securities, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2014

i

{

{Operating Activites D o
o MNetloss s (21,892)
i Adjustments to reconcile net loss to net cash o

__usedin operating activites:

| Changes in operating assets and liabiltes: e R SO
| Accountsreceivabe f 108
learing organization : . (1,040).
2779

(218%)

(21,89)

148,797

5780 | o

Cashand Cash Equivalents atEndof Year 3 126901

See accompanying notes to financial statements.



J.M. Lummis Securities, Inc.
Notes to Financial Statements
December 31, 2014

1.

Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

J.M. Lummis Securities, Inc. (the “Company”), was incorporated on June 19, 1997 and is a wholly-
owned subsidiary of J.M. Lummis and Company, Inc. (the “Parent”). The Company is a broker dealer
registered with the Securities and Exchange Commission (“SEC) and a member of the Financial
Industry Regulatory Authority (‘FINRA”).

The Company's operations consist primarily of brokering corporate bonds, money market instruments
and U.S. Treasury obligations.

Revenue Recognition

The Company records commissions when earned which is generally on the date the trade closes.

Cash and Cash Equivalents

The Company has defined cash equivalents as highly liquid investments, with original maturities of
three months or less.

Due from Clearing Organization

Due from clearing organization primarily represents cash held on deposit at a clearing organization to
facilitate settlement and clearance of matched principal transactions and spreads on matched
principal transactions that have not yet been remitted from/to the clearing organization. Included in
due from clearing organization is a $100,000 required deposit.

Accounts Receivable

Accounts receivable includes commissions which represent amounts due from other broker dealers
for the execution of brokering transactions.

Accounts receivable are carried at the original amount less an estimate made for the allowance for
doubtful accounts based on a review of outstanding amounts on a monthly basis. Management
determines the allowance for doubtful accounts by regularly evaluating individual customer
receivables and considering the customer’s financial condition, credit history, and current economic
conditions. Accounts receivable are written off when deemed uncollectible. Recoveries of accounts
receivable previously written off are recorded as a reduction to bad debt expense when received. At
December 31, 2014 there was no allowance for doubtful accounts.

Federal and State Income Taxes

The Company files a consolidated Federal income tax return with its Parent and combined State and
local tax returns. The Parent has elected under the Internal Revenue Code to be taxed as an S
Corporation. All Federal and Connecticut State taxes owed by the Company will be the responsibility
of the Parent or its shareholders. Based upon various apportionment rules and State and city income

7



J.M. Lummis Securities, Inc.
Notes to Financial Statements
December 31, 2014

tax laws, the Company may be responsible for income taxes in States and cities in which the
Company does business.

Management has evaluated the Company’s tax positions and concluded that the Company has taken
no uncertain tax positions that require adjustment to or disclosure in the financial statements. The
Company’s 2011 through 2014 tax years are open for examination by Federal, State and local tax
authorities.

Concentration of Credit Risk
The Company maintains its cash balances in accounts which, at times, may exceed federally insured
limits. The Company has not experienced any losses in such accounts and believes there is little or

no exposure to any significant credit risk.

Use of Estimates

The preparation of financial statements in conformity with accounting standards 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.

2. Related Party Transactions

The Company has entered into an Expense Sharing Agreement (the “Agreement”) with the Parent
because the Company and the Parent use all of the same vendors and the Parent processes all of
the Company's vendor payments. These shared expenses include telephone, Bloomberg,
information technology, insurance, office equipment and office expense. In addition, the Company
shares office space with the Parent. The Company pays the Parent $7,000 per month for these
expenses as well as $10,000 per month for salaries. The Company was charged $204,000 during
2014 under this Agreement. No amounts were owed at December 31, 2014.

The Company did not declare or pay a dividend to the Parent during the year ending December 31,
2014.

3. Net Capital and Aggregate Indebtedness Requirement

The Company is subject to the Securities and Exchange Commission's Uniform Net Capital Rule
15¢3-1 (SEC rule 15¢3-1), which requires the Company to maintain a minimum net capital balance
and a ratio of aggregated indebtedness to net capital not exceeding 15 to 1.

At December 31, 2014, the Company’s net capital balance as defined by SEC Rule 15¢3-1 was
$215,424, which exceeded the minimum requirement of $5,000. At December 31, 2014, the
Company's aggregate indebtedness to net capital as defined by SEC Rule 15¢3-1 was .0608 to 1.0.



J.M. Lummis Securities, Inc.
Notes to Financial Statements
December 31, 2014

4.

Rule 15¢3-3 Exemption

The Company is exempt from the provisions of Part 240 Rule 15¢3-3 of the Securities Exchange Act
of 1934 (SEC Rule 15¢-3-3) under paragraph (k)(2)(ii) in that the Company, as an introducing broker
or dealer, clears all transactions with and for customers on a fully disclosed basis with a clearing
broker or dealer, and who promptly transmits all customer funds and securities to the clearing broker
or dealer which carries all of the accounts of such customers and maintains and preserves such
books and records pertaining thereto pursuant to the requirements, as are customarily made and kept
by a clearing broker or dealer.

Off Balance Sheet Risk

Pursuant to a clearance agreement, the Company introduces all of its securities transactions to a
clearing organization on a fully-disclosed basis. Therefore, all of the customers’ account balances and
long and short security positions are carried on the books of the clearing organization. In accordance
with the clearance agreement, the Company has agreed to indemnify the clearing organization for
losses, if any, which the clearing organization may sustain from carrying securities transactions
introduced by the Company. In accordance with industry practice and regulatory requirements, the
Company and the clearing organization monitor collateral on the customers’ accounts.
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J.M. Lummis Securities, Inc.

Schedule I: Computation of Net Capital Under Rule 15¢3-1 of the

Securities Exchange Act of 1934
As of December 31, 2014

Total Shareholder’s Equity Qualified for Net Capital

. Deductions: S

~ Lessnon aIIowabIe assets: o
Prepald Expense- central deposﬂory reglstratlon ,

?'N'ét'cébi'téi'""f;,.‘.,\,.w.‘,V,,ff.f,ff'ffff'f] I

Computatlon of Basm Net Capltal Requ:rement

Minimum net capltal reqwred (greater of 6 2/3% of aggregate indebtedness or

Excess NetCapital at 1,000 Percent

10

$ 219,877
R

$ 215424

' 5000
C 0§ 210424



J.M. Lummis Securities, Inc.
Schedule Ill: Computation of Aggregate Indebtedness
As of December 31, 2014

Computation of Aggregate Indebtedness
Accounts payable and accrued expenses
Total liabilities

Ratio of aggregate indebtedness to net capital

11

$ 13,107
$ 13,107

0.0608 to 1.0



J.M. Lummis Securities, Inc.

Schedule lll: Computation for Determination of Reserve Requirements and
Information Relating to Possession or Control Requirements Pursuant to
SEC Rule 15¢3-3

As of December 31, 2014

The Company claims exemption from the requirements of SEC Rule 15¢3-3 under paragraph
(k)(2)(ii) wherein the Company clears all customer transactions through another broker-dealer
on a fully disclosed basis.

12
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Report of Independent Registered Public Accounting Firm

To the Shareholder
of J.M. Lummis Securities, Inc.

We have reviewed management's statements, included in the accompanying Report on Rule
15¢3-3 Exemption, in which (1) J.M. Lummis Securities, Inc. identified the following provisions of
17 C.F.R. §15¢3-3(k) under which J.M. Lummis Securities, Inc. claimed an exemption from 17
C.F.R. §240.15¢3-3: (k)(2)(ii) (the “exemption provisions") and (2) J.M. Lummis Securities, Inc.
stated that J.M. Lummis Securities, Inc. met the identified exemption provisions throughout the
most recent fiscal year without exception. J.M. Lummis Securities, Inc.’s management is
responsible for compliance with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required
procedures to obtain evidence about J.M. Lummis Securities, Inc.’s compliance with the
exemption provisions. A review is substantially less in scope than an examination, the objective
of which is the expression of an opinion on management's statements. Accordingly, we do not
express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material respects,
based on the provisions set forth in paragraph (k)2)ii) of Rule 15¢3-3 under the Securities

\ )’w
%/.' a / l 4

Reynolds & Rowella, LLP

New Canaan, CT
February 25, 2015

90 Grove Street, Suite 101, Ridgefield, CT 06877 (203) 438-0161 Fax: (203) 431-3570
51 Locust Avenue, Suite 303, New Canaan, CT 06840 (203) 972-5191 www.reynoldsrowella.com
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LUMMI$

JM, Lurmmis Securities, inc.

February 18, 2015

Report on Rule 16063-3 Exemption

J. M. Lummis Securities, inc. claime exemption from the requirements of 17 C.F.R.
§240.15¢3-3: SEC Rule 15¢3-3 under paragraph (k){2)(if) whereln it clears all counter-
party transactions through another broker-dealer on a fully disciosed basis. J. M.
Lummis Securities, inc. met this identified exemption provision throughout the most
recent fiscal year without exception.

David C. Lum President
J. M. Lummis Securities, inc.

Fixed income Speclaists
Momber NASD, SIPC
. 50 Locust Avenua, Now Canaan, Connaoticut 08840
(B00) 243-4381 wwwjmiummis.com (209) 8721272 Fax



