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OATH OR AFFIRMATION

], Ken Bretthorst , swear (or affirm) that, to the best of

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

First Bankers' Banc Securities, Inc. ' , as
of December 31 ,2014 , 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:

James R. Lanigan, Jr. - Gamma Omega Investment Club

Investment Number 7R8153532

JENNY DONNELLY
Notary Public - Notary Seal
of Missourl
Commissioned for St. Louls C! Signature
My Commission Expires: M 18

Commission Number: 1%102%34 ‘ c B

Title

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.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing 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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CliftonLarsonAllen

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
First Bankers' Banc Securities, Inc.
St. Louis, Missouri

We have audited the accompanying statement of financial condition of First Bankers' Banc
Securities, Inc. as of December 31, 2014, that is filed pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934, and the related notes to the financial statements. First
Bankers' Banc Securities, Inc.’s management is responsible for this financial statement. Our
responsibility is to express an opinion of 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 statement of financial condition is free of
material misstatement. An audit also includes examining, on a test basis, evidence supporting
the amounts and disclosures in the statement of financial position, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall statement of financial position presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial condition of First Bankers' Banc Securities, Inc. as of December
31, 2014 in conformity with accounting principles generally accepted in the United States.

As discussed in Note 14, to the financial statements, retained earnings as of December 31,
2013 have been restated to correct a misstatement in previously issued financial statements.
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CliftonLarsonAllen LLP

St. Joseph, Missouri
February 26, 2015
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FIRST BANKERS'’ BANC SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2014

ASSETS

Cash and Cash Equivalents $ 39,919
Deposit with Clearing Organization 100,000
Receivables 4 : 48,115
Securities Owned, at Market Value 10,321,284
Fixed Assets, Net . 40,644
Goodwill 6,630,768
Employee Advance 23,000
Deferred Tax Benefit 27,586
Prepaid and Other Assets 189,505

Total Assets $ 17,420,821

LIABILITIES AND STOCKHOLDER'S EQUITY

Payable to Clearing Organization $ 3,767,546
Income Taxes Payable 567,276
Accounts Payable and Accrued Expenses 1,600,486
Total Liabilities 5,935,308
Stockholder's Equity
Common Stock, $1 Par Value, 1,000 Shares Authorized,

Issued and Outstanding 1,000
Additional Paid-In Capital 8,785,160
Retained Earnings 2,699,353

Total Stockholder's Equity ' 11,485,513

Total Liabilities and Stockholder's Equity _ $ 17,420,821

See accompanying Notes to Statement of Financial Condition.
@)



NOTE 1

FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

First Bankers’ Banc Securities, Inc. (the "Company”) is primarily engaged in the business of
buying and selling fixed income securities for financial institutions located in the Midwestern
United States. The Company is subject to competition from other broker-dealers. The
Company is registered with the Securities and Exchange Commission, a member of FINRA,
and operates under the exemptive provisions of Rule 15¢3-3(k)(2)(ii) under the Securities
and Exchange Act of 1934.

The Company is a wholly-owned subsidiary of Bankers' Banc investment Seivices, LLC (the
“Parent”).

Use of Estimates

The preparation of the financial statement 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 statement. Actual results could
differ from those estimates.

Cash and Cash Equivalents
The Company considers all highly liquid investments with original maturities of three months
or less to be cash equivalents.

Receivables

Receivables are stated at the amounts billed to clients and are ordinarily due when invoiced.
The Company’'s policy is to not accrue interest on accounts receivable. Delinquent
receivables are written off based on individual credit evaluation and specific circumstances
of the client. The Company does not maintain an allowance for uncollectible receivables as
management believes that the amount required for such an allowance would not be material
to the financial statements.

Concentration of Risk

Throughout the year the Company clears trades for a local broker. This is a normal and
recurring activity that is reconciled monthly. At year end, approximately 49. 5% of the
Company's accounts receivable balance was from this broker.

Goodwill

Goodwill is not amortized since it has an indefinite life. Instead, it is tested annually for
impairment. The Company has evaluated its existing goodwill and determined that no
impairment exists as of the date of these financial statements.
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NOTE 1

FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date, as
if they had settled. Profit and loss arising from all securities transactions entered into for the
account and risk of the Company are recorded on a trade date basis. In certain cases, a
broker-dealer or client will fail to deliver securities to the Company and, as a result, the
Company will fail to deliver securities to the counterparty to the transaction. The Company
promptly forwards securities upon receipt and will settle cash when the security is delivered

The Company promptly forwards all funds and securities received and does not otherwise
hold funds or securities for, or owe money or seaurities to, clients.

Marketable securities are valued at market value, and securities not readily marketable are
valued at fair value as determined by management. The resulting difference between cost
and market is included in other income. Securities owned by the Company are considered
to be trading securities due to the nature of the Company's business.

Fair Value Measurements

The Company categorizes its assets and liabilities measured at fair value into a three-level
hierarchy based on the priority of the inputs to the valuation technique used to determine
fair value. The fair value hierarchy gives the highest priority to quoted prices in active
markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable
inputs (Level 3). If the inputs used in the determination of the fair value measurement fall
within different levels of the hierarchy, the categorization is based on the lowest level input
that is significant to the fair value measurement. Assets and liabilities valued at fair value
are categorized based on the inputs to the valuation techniques as follows:

Level 1 - Inputs that utilize quoted prices (unadjusted) in active markets for identical
assets or liabilities that the Company has the ability to access.

Level 2 — Inputs that include quoted prices for similar assets and liabilities in active
markets and inputs that are observable for the asset or liability, either directly or
indirectly, for substantially the full term of the financial instrument. Fair values for
these instruments are estimated using pricing models, quoted prices of securities
with similar characteristics, or discounted cash flows.

Level 3 —~ Inputs that are unobservable for the asset or liability, which are typically
based on an entity's own assumptions, as there is little, if any, related market activity.

Subsequent to initial recognition, the Company may remeasure the carrying value of assets
and liabilities measured on a nonrecurring basis to fair value. Adjustments to fair value
usually result when certain assets are impaired. Such assets are written down from their
carrying amounts to their fair value. |

The Company has also applied the above measurement principles for nonfinancial assets
and nonfinancial liabilities that are recognized or disclosed in the financial statements on a
nonrecurring basis. .
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NOTE 1

FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fair Value Measurements (Continued)

Professional standards allow entities the irrevocable option to elect to measure certain
financial instruments and other items at fair value for the initial and subsequent
measurement on an instrument-by-instrument basis. The Company has not elected to
measure any existing financial instruments at fair value; however, it may elect to measure
newly acquired financial instruments at fair value in the future.

The valuation methods used for financial assets and liabilities recorded at fair value are as
follows:

Trading Securities: Trading securities are recorded at fair value on a recurring basis. Fair
value measurement is based upon quoted prices, if available. If quoted prices are not
available, fair values are measured using independent pricing models or other model-based
valuation techniques such as the present value of future cash flows, adjusted for the -
security's credit rating, prepayment assumptions and other factors such as credit loss
assumptions. Level 1 securities include those traded on an active exchange, such as the
New York Stock Exchange, as well as U.S. Treasury, other U.S. government and agency
mortgage-backed securities that are traded by dealers or brokers in active over-the-counter
markets. Level 2 securities include private collateralized mortgage obligations, municipal
bonds and corporate debt securities. The Company does not have any securities that are
valued with Level 1 or Level 3 inputs.

Fixed Assets

Fixed assets are recorded at cost and are depreciated on the straight-line method.
Depreciation is provided over the estimated useful lives of the respective assets, which
range from five to fifteen years for building improvements, from one to ten years for furniture
and fixtures, and from one to five years for computer equipment and software.

Income Taxes

Income taxes are provided for the tax effects of the transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes. The deferred tax assets
and liabilities represent the future tax return consequences of those differences, which will
either be taxable or deductible when the assets and liabilities are recovered or settled.
Deferred tax assets and liabilities are reflected at income tax rates applicable to the period
in which the deferred tax assets or liabilities are expected to be realized or settied. As
changes in tax laws or rates are enacted, deferred tax assets and liabilities are adjusted
through the provision for income taxes. The Company is included in the consolidated
federal and state income tax returns of Midwest Independent. Bancshares, Inc. (‘MIB") with
Bankers' Bank Investment Services, LLC being majority-owned by MIB. It is not subject to
federal or state income tax examinations for taxable years prior to 2011. Federal and state
income taxes are calculated as if the Company filed on a separate basis.

The Company adopted the provision of the accounting standards for uncertainty in income

taxes. These rules establish a higher standard for tax benefits to meet before they can be
recognized in a company’s financial statements.
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NOTE 1

NOTE 2

NOTE 3

FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income Taxes (Continued)

The Company can recognize in financial statements the impact of a tax position taken, or
expected to be taken, if it is more likely than not that the position will be sustained on an
audit based on the technical merit of the position. The Company has no material tax
positions at December 31, 2014 for which the ultimate deductibility is highly certain, but for
which there is uncertainty about the timing of such deductibility. The Company had no
accruals for interest on penalties at December 31, 2014.

Subsequent Events
In preparing this financial statement, the Company has evaluated events and transactions

for potential recognition or disclosure through' February 26, 2015, the date the financial
statement was issued. On January 15, 2015, the Company paid a dividend of $700,000 to
the Parent.

DEPOSIT WITH CLEARING ORGANIZATION

The Company has an agreement with a national broker-dealer to clear customer
transactions on a fully disclosed basis. This agreement requires a $100,000 deposit which
is maintained in cash with the broker-dealer.

SECURITIES OWNED, AT MARKET VALUE

Marketable securities owned consist primarily of state and political subdivisions debt
instruments carried at market value, as follows:

Owned
State and Political Subdivisions Debt Instruments $ 8,081,075
Mortgage-Backed Securities 591,133
Certificates of Deposit 1,598,288

Corporate Bonds 50,788
' $ 10,321,284
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NOTE 4

NOTE 5§

NOTE 6

NOTE 7

NOTE 8

FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2014

FIXED ASETS

Fixed assets consist of the following at December 31, 2014:

Building Improvements $ 91,280
Furniture and Fixtures 44,538
Computer Equipment and Software 146,914
Fixed Assets, at Cost 282,732
Less - Accumulated Depreciation (242,088)
Fixed Assets, Net $ 40,644

PAYABLE TO CLEARING ORGANIZATION

The Company clears proprietary and customer transactions through another broker-dealer
on a fully disclosed basis. The amount payable to the clearing broker represents short-term
borrowings at fluctuating rates, principally 50 basis points over the clearing broker's cost of
funds rate at December 31, 2014 and is collateralized by securities owned by the Company.
Amount payable to the clearing organization at December 31, 2014 was $3,767,546.

INCOME TAXES

The deferred tax benefit in the accompanying balance sheet is predominately related to the
book to tax differences in accrued expenses and depreciation, and totals $_24,586.

LINE OF CREDIT

The Company has a $600,000 line of credit with a bank and has a balance of $0 at
December 31, 2014. The line of credit has interest at prime, payable monthly, and matures
on June 1, 2015. The line of credit is secured by a guaranty from Midwest Independent
Bancshares, Inc.

EMPLOYEE BENEFITS

J

The Company has a qualified, contributory profit sharing plan covering full-time employees
which qualifies under section 401(k) of the Internal Revenue Code. The plan provides for
discretionary contributions by the Company in such amounts as the Board of Directors may
annually determine.
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NOTE 9

NOTE 10

NOTE 11

FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2014

NET CAPITAL REQUIREMENTS

The Company is required to maintain minimum net capital as defined by Rule 15¢3-1 under
the Securities Exchange Act of 1934. Rule 15¢3-1 requires minimum net capital to be the
greater of $100,000 or 6 2/3% ($144,518 at December 31, 2014) of aggregate
indebtedness. As of December 31, 2014, the Company had net capital, as defined, of
$3,944,737, which exceeded the minimum requirements of $144,518. Also, as defined by
Rule 156¢3-1, the ratio of aggregate indebtedness to net capital for the Company may not
exceed 15 to 1. As of December 31, 2014, the ratio of aggregate indebtedness to net
capital for the Company was .55 to 1.

RELATED PARTY TRANSACTIONS

The Parent and the Company have a formal operating and services agreement whereby the
parties share employees. The cost reimbursed to the Parent under this agreement is
calculated based on actual employee specific costs for those employees of the Parent that
perform services for the Company, and a pro-rata portion of actual non-employee specific
costs based on the portion of full-time equivalents performing services for the Company.
The Company reimburses the Parent for these expenses on a quarterly basis, and total
reimbursements for 2014 were $162,288.

OFF-BALANCE-SHEET AND CREDIT RISK

In the normal course of business, the Company’'s actions involve the execution and
settlement of securities transactions. Credit risk results from the possibility that a loss may
occur from the failure of another party to perform according to the terms of settlement. The
Company has control procedures regarding securities transactions with counterparties and
the manner in which they are settled. The settlement of open transactions as of
December 31, 2014 is not expected to have a material adverse effect on the financial
statements of the Company.

As a securities dealer, the Company is engaged in various securities trading activities.
Exposure of the Company to credit risk associated with the non-performance of the
counterparties in fulfilling their contractual obligations pursuant to securities transactions
can be directly impacted by volatile trading markets, which may impair counterparty’s ability
to satisfy its obligations to the Company.
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NOTE 12

NOTE 13

NOTE 14

FIRST BANKERS’ BANC SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2014

FAIR VALUE MEASUREMENTS

The Company uses fair value measurements to record fair value adjustments to certain
assets and to determine fair value disclosures. For additional information on how the
Company measures fair value refer to Note 1 — Summary of Significant Accounting Policies
to the Financial Statements. The following table presents the balances, by category, of the
financial assets measured at fair value on a recurring basis as of December 31, 2014:

Level 1 Level 2 Level 3 Total

Assets:

State and Political Subdivisions

Debt Instruments $ - $ 8,081,075 $ - $ 8,081,075

Mortgage-Backed Securities - 591,133 - 591,133

Certficates of Deposit - 1,598,288 - 1,598,288

Corporate Bonds - 50,788 - 50,788
OPERATING LEASES

The Company has entered into operating leases for office space in St. Louis, Missouri
through September 2017 and Overland Park, Kansas through December 2017. As of
December 31, 2014, the future minimum rental payments are as follows:

2015 $ 184,916
2016 186,283
2017 155,433
Total $ 526,632

RESTATEMENT

The Company restated retained earnings as of December 31, 2013. The restatement was
the result of a reduction in the previously reported amount of tax exempt municipal interest
income. This reduction in tax exempt municipal interest income affected the tax deduction
taken in its income tax calculation resulting in understating composite income tax expense
for tax years 2011 to 2013 in the amount of $420,000.

©



