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OATH OR AFFIRMATION

I, EDWIN M BULLEIT . swear (or affirm) that, to the best of
my knowledge and belicf the accompanying financial statement and supporting schedules pertaining to the firm of

MBS CAPITAL MARKETS, LLC , as
of 08 Cera ‘gxy ?/ , 20 /5 . are true and correct. 1 further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or direclor has any proprietary interest in any account
classified solely as that of a customer, except as follows:

NONE

T

Signature

MATT T . CHANCEY

/A/ ﬂ % Title
I MATT 1. CHANCEY

Notary Pibiic % 1Y COMMISSION # FF 110632
EXPIRES: April 7, 2018

This report ** contains {check all applicablc boxes):
% (a) Facing Page.
" (b) Statement of Financial Condition.

g (c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition.
B (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O (D 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.
M (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O @ 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.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
" consolidation.

ﬁ (I} An Oath or Affirmation.
T2 (m) A copy of the SIPC Supplemental Report.
O (n) Areportdescribing 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-3(e)(3).
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Report of Independent Registered Public Accounting Firm

To the Members of
MBS Capital Markets, LLC

We have audited the accompanying financial statements of MBS Capital Markets, LLC (the “Company”),
which comprise the statement of financial condition as of December 31, 2015, and the related statement
of income and members’ 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. 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 MBS Capital Markets, LLC as of December 31, 2015, 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.

Schedule I — Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange Commission;
Schedule IT — Computation For Determination of Reserve Requirements; and Schedule 111 — Information
Relating to Possession or Control Requirements Under Rule 15¢3-3 have been subjected to audit
procedures performed in conjunction with the audit of MBS Capital Markets, LLC’s financial statements.
The supplemental information is the responsibility of MBS Capital Markets, LLC. 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.

AcesscAudl slonpliaser, A

Tampa, Florida
February 23, 2016



MBS CAPITAL MARKETS, LLC

Statement of Financial Condition

December 31, 2015
Assets
Cash and cash equivalents $ 3,889,892
Accounts receivable 7,969
Other assets 34,949
Deposits with clearing agency 150,000
Furniture and equipment, net 17,548
Total assets $ 4,100,358

Liabilities and Members’ Equity

Liabilities:
Accounts payable and accrued liabilities $ 33,146
Other liabilities 819,935
Total liabilities 853,081
Members' equity 3,247,277
Total liabilities and members' equity $ 4,100,358

See accompanying report of independent registered public accounting firm and notes to financial statements.



MBS CAPITAL MARKETS, LLC
Statement of Income and Members’ Equity

For the Year Ended December 31, 2015

Revenue:
Underwriting $ 5,536,925
Placement 1,037,088
Advisory 92,587
Other, net 17,337
Total revenue 6,683,937
Expenses:
Employee compensation and benefits 1,742,514
Other expenses 1,275,137
Interest expense 11,276
Total expenses 3,028,927
Net income 3,655,010
Members' equity at beginning of year 3,915,267
Member distributions (4,323,000)
Members' equity at end of year $ 3,247,277

See accompanying report of independent registered public accounting firm and notes to financial statements.



MBS CAPITAL MARKETS, LLC
Statement of Cash Flows

For the Year Ended December 31, 2015

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation
(Increase)decrease in operating assets:
Accounts receivable
Other assets
Increase(decrease) in operating liabilities:
Accounts payable and accrued liabilities
Other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of Furniture and Equipment

Net cash used in investing activities

Cash flows from financing activities:
Member distributions

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosure - interest paid

3,655,010

1,898

14,531
(16,224)

(11,565)
453,050

4,096,700

(19,446)

(19,446)

(4,323,000)

(4,523,000)

(245,746)

4,135,638

3,889,892

11,276

See accompanying report of independent registered public accounting firm and notes to financial statements. 4



MBS CAPITAL MARKETS, LLC
Notes to Financial Statements

December 31, 2015

(1) Nature of Business

MBS Capital Markets, LLC (Company) is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and is a member of the Financial Industry Regulatory
Authority (FINRA). The Company was organized as a limited liability company in Florida in
2010 and is engaged to effect security transactions primarily in land secured municipal bonds.

(2) Summary of Significant Accounting Policies

(a)

(b)

(©)

(@

Revenue Recognition

The Company recognizes revenues in the period which the revenue is earned and services are
rendered. ‘

Cash and Cash Equivalents

The Company considers all highly liquid investments with an original maturity of three
months or less to be cash equivalents.

Accounts Receivable

Accounts receivable represents balances due for services completed that have yet to be paid.
The Company estimates the allowance for doubtful accounts based upon a review of current
collectability of existing receivables

Income Taxes

As a limited liability company, the Company’s taxable income or loss is allocated to its
members in accordance with the operating agreement. Therefore, no provision or liability for
income taxes has been included in the financial statements.

The Company has adopted Accounting Standards Codification Topic, “Income Taxes” (“ASC
Topic 7407). This standard prescribes a recognition and measurement of tax positions taken
or expected to be taken in a tax return. For those benefits to be recognized, a tax position
must be more-likely-than-not to be sustained upon examination by taxing authorities. There
was no material impact on the Company’s financial position or results of operations as a
result of the application of this standard as of and for the year ended December 31, 2015. The
Company’s income tax return for tax years 2012 and thereafter remain open to examination
by the IRS.
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MBS CAPITAL MARKETS, LLC
Notes to Financial Statements

December 31, 2015

Summary of Significant Accounting Policies - Continued

(¢) Marketable Securities

Marketable securities are reported at fair value based on quoted market prices and have been
classified as trading securities with realized and unrealized gains and losses included in net
income. All transactions entered into are for the account of and risk of the Company and are
recorded on a trade date basis.

(f) 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 various reported amounts and disclosures in the financial statements.
Actual results could differ from those estimates.

(2) Recently Issued Accounting Pronouncements

The Company reviewed all recent accounting pronouncements issued by the Financial
Accounting Standards Board (including its Emerging Issues Task Force), the AICPA, and the
SEC and they did not or are not believed by management to have a material impact on the
Company's present or future financial statements.

Concentrations of Credit Risk and Major Customer Information

The Company maintains all of its cash and cash equivalents in a commercial depository account
which is insured by the Federal Deposit Insurance Corporation (FDIC). At times, cash deposits
may exceed federally insured limits.

During 2015, approximately 83% and 16% of total revenue was generated by underwriting
transactions and private placements, respectively.

Deposits with Clearing Agency

The Company entered into a fully disclosed clearing agreement with Pershing, LLC (“Pershing”).
Pershing carries the proprietary accounts of the Company and the accounts of the Company’s
customers introduced to Pershing by the Company.

As of December 31, 2015, the Company had a cash deposit of $150,000 with Pershing, of which
$100,000 was held by Pershing for potential unresolved Company claims, losses, or expenses
incurred by Pershing,
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MBS CAPITAL MARKETS, LLC
Notes to Financial Statements

December 31, 2015

Commitments and Contingencies

The Company has two operating leases for office space. Approximate future minimum lease
payments required under these operating leases as of December 31, are as follows:

Year Ending December 31,

2016 $ 124493
2017 128,226
2018 71,591
2019 68,246
2020 5,701

Expense incurred during the year ended December 31, 2015 related to these leases total
approximately $150,000.

Related Party Transactions

Included in other liabilities in the statement of financial condition is approximately $22,000 due to
members for reimbursement of expenses. Also, $748,958 in employee salary compensation expense
for managing members is recorded in the statement of income and members’ equity. The Company
paid $235,360 to a profit sharing plan in which they are the Trustee. At the end of December 31, 2015,
the Company accrued $214,147 related to the profit sharing amount. This number is included in the
other liabilities on the statement of financial condition.

In April 2014, a relative of one of the managing members purchased one of the office buildings that the
company leases. Related expense paid to this related party during the year ended December 31, 2015
was approximately $83,000.

Indemnifications

In the normal course of business, the Company indemnifies and guarantees Pershing against
specified potential losses in connection with their acting as an agent of, or providing services to, the
Company. The maximum potential amount of future payments that the Company could be required
to make under these indemnifications cannot be estimated. However, the Company believes that it
is unlikely it will have to make material payments under these arrangements and has not recorded
any contingent liability in the financial statements for these indemnifications.
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MBS CAPITAL MARKETS, LLC
Notes to Financial Statements

December 31, 2015

Net Capital Requirements

The Company is subject to SEC Uniform Net Capital Rule 15¢3-1, which requires the maintenance
of minimum regulatory net capital and a specified ratio of aggregate indebtedness to regulatory net
capital. At December 31, 2015, the Company had net capital of $3,186,811 which exceeded the
capital requirement of $100,000 by $3,086,811. The Company’s ratio of aggregate indebtedness to
net capital was 0.27 to | at December 31, 2015.

Employee Benefit Plan

Effective October 1, 2012, the Company established the Trustees of MBS Capital Markets, LLC
401(k) Retirement and Savings Plan (the Plan) with Securian Company, a division of Minnesota
Life Insurance Company. Under the terms of the Plan, employees may contribute up to 100% of
their compensation subject to IRS limitations. The Company matches at least 3% of Plan
compensation and, at its discretion, may make additional contributions. The Company’s
contributions to the Plan for the year ended December 31, 2015 were $214,147. Plan contributions
are included in employee compensation and benefits in the statement of income and member’s
equity and in other liabilities on the statement of financial condition.

Exemption Under Section (k)(2)(ii)
The Company operates pursuant to the (k)(2)(ii) exemptive provisions of SEC Rule 15¢3-3.

Subsequent Events

The Company has evaluated events and transactions for potential recognition and disclosure
through February 23, 2016 the date which the financial statements were available to be issued.
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MBS CAPITAL MARKETS, LLC

Schedule I: Computation of Net Capital Pursuant to Rule 15¢3-1
of the Securities and Exchange Commission

December 31, 2015

Computation of net capital:

Members' equity 3,247,277
Less non-allowable assets:
Other assets (60,466)
Net capital 3,186,811
Aggregate indebtedness:
Total aggregate indebtedness - total liabilities 853,081
Computation of basic net capital requirement:
Minimum net capital required based on aggregate indebtedness 56,872
Minimum net capital required 100,000
Excess net capital 3,086,811
Ratio of aggregate indebtedness to net capital 0.27

A reconciliation with the Company’s computation (included in Part II of Form X-17A-5 as of December
31, 2015, as amended on February 24, 2016 is not presented as there are no material differences.

See accompanying report of independent registered public accounting firm and notes to financial statements. 10



MBS CAPITAL MARKETS, LLC
Schedule 11 and III: Computation for Determination of Reserve Requirements
and Information Relating to Possession or Control Requirements

Under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2015

The Company is not required to file the above schedule as it claims exemption from Rule 15¢3-3 under
Paragraph (k)(2)(ii) of the Rule.

See accompanying report of independent registered public accounting firm and notes to financial statements. 11
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Report of Independent Registered Public Accounting Firm on Applvin
Agreed—Upon Procedures Related to an Entity’s SIPC Assessment Reconciliation

To the Members of
MBS Capital Markets, LLC

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
(Form SIPC-7) to the Securities Investor Protection Corporation (SIPC) for the year ended December 31,
2015, which were agreed to by MBS Capital Markets, LLC (the “Company”), and the Securities and
Exchange Commission, Financial Industry Regulatory Authority, Inc. and SIPC (collectively, the
“specified parties™), solely to assist you and the other specified parties in evaluating MBS Capital
Markets, LLC’s compliance with the applicable instructions of Form SIPC-7. The Company’s
management is responsible for MBS Capital Markets, LLC’s compliance with those requirements. This
agreed-upon procedures engagement was conducted in accordance with attestation standards established
by the American Institute of Certified Public Accountants. The sufficiency of these procedures is solely
the responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report
has been requested or for any other purpose. The procedures we performed and our findings are as
follows:

1) Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records
entries including check copies and bank records, noting no differences;

2) Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31, 2015,
as applicable, with the amounts reported in Form SIPC-7 for the year ended December 31, 2015,
noting no differences;

3) Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers
supporting the adjustments, noting no differences;

4) Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers supporting the adjustments, noting no differences.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have been
reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

Accstt Audt slompieace, 4

Tampa, Florida
February 23, 2016

12



SECURITIES iNVESTO' “V()T[Cf ON CORPORM!OI\.

SIPC-7

“33-REY 73y

P Yes Hae b e caded 1273172015
{Fead carglylly the ingey ;

erbms Gopy Lelore completng this Torm

TC BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

¢, Manie of Member, address. Designaied Examining Aathonty. 1534 Aot reoistranon ao. and menih in whizh liscal year ends tor
purposes of the audif requirement of SEC Rule 174-5:

' Haie: 1 any ol ihe information Shawn 6o the
mailing 1abel ceguires cerroelion, please e-may

AT LT TQISG IO MIXED ARDC 220 any contections to form@sipe.ory and so
058590 FINRA DEC indicaie on the tomm filed.

HES CAPITALMARKETS LLC

4820 W KENNEDY BLVD STE 340 Na

Hame and telephone number of peisen to

TANMPA FL 33609-1850 cantact respecting this form.

L |

% A General Assessment (item 2e ftom pags 2} $ 16,470
B. Less payment made with SIPC-6 tiled {exclude interesh { 10,682
7/22/2015
Dale Paid
C. tess prior overpayment applied { -
D. Assessmeni balance due or {overpayment) 5,788
E. interest computad on late payment {see imshustion £} fe_ days al 28% per annum ot
£. Tolal assesament balance and interast due {or overpaymeni carried torward) $ 5,788

G. PAID WITH THIS FORM:
Check enclosad, payable to SIPC
Tata! (mast be same &5 F abovs) 3 5,788

H. Overpayment carrisd torward & — )

2. Sybsidiaries {$) and predecessors {P) included in ihis torm {give nams and 1934 Act ragisication number):

Thc SIPC membar submitling this ferm a‘nd the

s b 1 o sl oty MBs chyme rupkets
antJ compiste. %//7 Z

baied the_IO_aay oi_fehlvery a0 R0lL MAragin sy Mg,, ik

This form and the assessment payment is due 60 days afier the end of the fiscal year. Retain the Working Copy of this form
for a period of not less than 6 years, the talesi 2 years in an casily ascessible place,

gt Dl BRI}

Dates:
Fastmarked Recawed Ravigwed
Caleutations Doousientaling Forwad Capy

Exceplivns:

SIPC REVIEWER

Disposiion of exceptions:

13




DETERMINATION OF “SIPC NET OPERATING REVENUES”

AND GENERAL ASSESSMENT Amounis for the fisca! period
beginning 1/1/201§
and ending 121312018
Eliminate cents
Hem No.
2. Tolal revenue (FOCUS Line 12°Pant HA Line 8, Code 4030} S 6,683,937

25, Additions: . o A o
113 Total taventies irom the securilies business of subsidiaties (except loreign subsidiaries) and _
prececessors not included above.

121 Ne toss from pringipal ransactions in secutilies in trading accounts. bt

{3) Net loss liom principal transactions in commodities in trading accounts. -

{4} Interast and dividend expense deducied i determining dem 22, -

(51 Ne? joss lrom management of gr participation in the undetwriting or distribution of securlties. —

(6) Expenses other than advernising, prinking, tegistration ‘ees and legal less deducied in detsrmining nel

prolit from gement of or patlicip 1n underwsiting of distribution of securities. bt
{71 Net toss from secyrities in investmeni acoounis -
Tolat additions

2t. Deductions:
(3] Revenues from the dislribution of shares of a regisiered open end invesimen! company of unit
invesiment trust irom the sate of variable annuities. iram the business of ingurance, from investmeni

advisory services rendered 10 registered invesiment companies of insurance company separaie
accounts, and from Iransackions in security fututes producis. -

121 Revenues from commodity ransactions.

{3) Commissions. floor brokerage and clearance paid 10 other SIPC members in conneclion wilh
securifies wansactions. 84,813

{4} Reimbursements for postage in connection with proxy solicilation. -

+3; Net gain from securities i sveciment accounis.

18} 120% of commissions and markups earned lrom Yransactions in (i) certilicates of deposil and

it} Teaasury Dilfs, bankers acceptances or commercial papat that mature nine months of tess
from issuance date.

{7} Divect expenses ol printing advertising and lzgal f2es incurred in connection with other revenue
related to ihe securilies business {revenue defined by Section 18(8)(L) af the Act). -

8} Other revenue not ralaled eithar directly or indiractly 10 the securitias business.
1See insteuchion Gi

{Deductions in excess of 5100.000 require documantation}

{8 {5} Tolal interss! and dividend expense (FOCUS Line 22,PART 14 Line 13,
Code 4075 plus line 2b(4) above) but ndl in excess

ol toial inerest and gividend ingome. $ 11,276
{isj 40% of margin inlerest earned on CusioMeIs secksities
accoumrs (40% of FOCUS line 5. Code 3960). $ -
Enter the greater of lme tif or (i} 11,276
Tolat deductions 96,089
2d. SIPC Net Operaling Revenves s 6,587,848
%2, Gerere: Asseesment @ 0025 s 18,470

{10 page 1, tine 2.A.}




ccell

Report of Independent Registered Public Accounting Firm

To the Members of
MBS Capital Markets, LLC

We have reviewed management's statements, included in the accompanying Exemption Report for SEC
Rule 15¢3-3 for fiscal year 2015, in which (1) MBS Capital Markets, LLC (the “Company”) identified the
following provisions of 17 C.F.R. §15¢3-3(k) under which the Company claimed an exemption from 17
C.F.R. §240.15¢3-3: (k)(2)(ii)(the “exemption provision”), and (2) the Company stated that the Company
met the identified exemption provisions throughout the most recent fiscal year without exception. The
Company’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 the Company’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 Exchange Act of 1934.

7(60#67(%?4 lnpliance,

Tampa, Florida
February 23,2016
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MBS CAPRPITAL MARKETS, LLC

Assertions Regarding Exemption Provisions

We, as members of management of MBS Capital Markets, LLC (the Company), are responsible for
compliance with the annual reporting requirements under Rule 17a-5 of the Securities Exchange Act of
1934. Those requirements compel a broker or dealer to file annuals reports with the Securities Exchange
Commission (SEC) and the broker or dealer’s designated examining authority (DEA). One of the reports
to be included in the annual filings is an exemption report prepared by an independent public accountant
based upon a review of assertions provided by the broker or dealer. Pursuant to that requirement, the
management of the Company hereby makes the follow assertions:

Identified Exemption Provision:

The Company claims exemption from the custody and reserve provisions of Rule 15¢3-3 by operating
under the exemption provided by Rule 15¢3-3, Paragraph (k)(2)(ii).

Statement Regarding Meeting Exemption Provision:

The Company met the identified exemption provision without exception throughout the year ended
December 31, 2015.

MBS Capital Markets, LLC

By:

Lot

(Name)

Managing Director and Chief Compliance Officer
(Title)

February 23. 2016
(Date)
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