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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholder
Pentegra Distributors, Inc.

We have audited the accompanying statement of financial condition of Pentegra Distributors, Inc. (the
Company) as of December 31, 2015, and the related statements of income, changes in shareholder's
equity, and cash flows for the year then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an oplmon 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. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes 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 position of the Company 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.

The supplemental information contained within Schedules | and Il 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 17 C.F.R. §240.17a-5. In our opinion, the
supplemental information is fairly stated, in all material respects, in relation to the financial statements
as a whole.

M Daenn. )ﬂc)’l&b&.f Forder L LC

Portland, Maine
February 29, 2016
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Pentegra Distributors, Inc.
Statement of Financial Condition
December 31, 2015

Assets:
Cash $ 613,550
Due from parent _ 62,287
Prepaid expenses _ 24,000
Total assets $ 699,837

Liabilities and shareholder's equity:

Accrued expenses $ 9,159
Income taxes payable 166,803
Total habilities 175,962

Shareholder's equity:
Common stock, $.01 par value; 100 shares authorized,

100 shares issued and outstanding 1
Additional paid-in capital 25,351
Retained earnings 498 523

Total shareholder's equity 523,875
Total liabilities and shareholder's equity $ 699,837

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



Pentegra Distributors, Inc.
Statement of Income
Y ear Ended December 31, 2015

Revenue:

Service income $ 792931
Total revenue 792,931
Expenses:

Compensation and benefits 242321

Professional fees 41,365

Regulatory fees 45,825

Facilities 28,681

Other 27,540
Total expenses 385,732
Income before income tax expense 407,199
Income tax expense 167,103

Net income . $ 240,096

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



Pentegra Distributors, Inc.
Statement of Changes in Shareholder's Equity
Year Ended December 31, 2015

Additional Total
Common Stock Paid-In Retained Shareholder's
Shares Amount . Capital Eamings Equity
Balance, December 31, 2014 100 $ 1 $ 25,351 $ 708,427 $ 733,779
Dividend to Parent - - - (450,000) (450,000)
Net income - - - 240,096 240,096
Balance, December 31, 2015 100 §$ 1 $ 25,351 $ 498,523 $ 523,875

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



Pentegra Distributors, Inc.
Statement of Cash Flows
Year Ended December 31, 2015

Cash flows from operating activities:
Net income ~$ 240,096

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

Decrease in prepaid expenses 1,000
Increase in due from parent/affiliates (45,358)
Increase in accounts payable and accrued expenses 4,389
Decrease in income taxes payable (140,366)
Net cash provided by operating activities 59,761

Cash flows from financing activities:

Dividend paid (450,000

Net cash used in financing activities (450,000

Net decrease in cash (390,239)
Cash at beginning of year 1,003,789
Cash at end of year $ 613,550
Cash paid for income taxes $ 307,468

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



Pentegra Distributors, Inc.
Notes to Financial Statements
December 31, 2015

1. Nature of Business and Summary of Significant Accounting Policies

Organization

Pentegra Distributors, Inc. (the “Company™), a wholly owned subsidiary of Pentegra Services, Inc. (the
“Parent”), is registered with the Securities and Exchange Commission (“SEC”) as a broker-dealer and is a
member of the Financial Industry Regulatory Authority (“FINRA”).

Principal Business Activities

The Company provides services in support of the retirement services business of its Parent, which involves
the distribution of registered investment company shares through tax-qualified and other plans and
arrangements sponsored by clients of the Parent.

Financial Statement Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
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 reported
amounts of revenue and expenses during the reported period. Actual results could differ from those estimates.

Revenue Recognition
The Company’s revenues are generally recognized on the accrual basis in the period services are performed.

Income Taxes

The Company is included in consolidated U.S. federal and state income tax returns with its Parent. The Parent
allocates income taxes to its subsidiaries as if the subsidiary filed as a separate taxpayer. The Company has
provided for federal and state income taxes for the year.

Cash
Cash consists of bank deposits. The carrying amount approximates fair value because of the short maturity of
this instrument.

The Company maintains its cash in a single bank account which may exceed federally insured limits. The
Company has not experienced any losses in such account and believes it is not exposed to any significant risk
related to the cash account. :

2. Regulatory Requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), 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 1. At December 31, 2015, the Company had net capital of $437,588, which was
$425,857 in excess of its required net capital of $11,731. The Company’s ratio of aggregate indebtedness to
net capital was 0.40 to 1.

The Company is exempt from SEC Rule 15¢3-3 in that its business is limited to the purchase and sale of
shares of registered investment companies.




Pentegra Distributors, Inc.
Notes to Financial Statements
December 31, 2015

3. Related Party Transactions

Under an Expense Allocation and Services Fee Agreement with its Parent, the Company is charged a share
of the expenses paid by its Parent proportional to the benefits the Company derives from the services provided
by shared employees, plus a commensurate share of the combined overhead of the Company, the Parent and
the Parent’s other subsidiaries. In addition, the Parent will pay the Company a service fee of ten basis points
of the fair market value of all regulated investment company share assets administered by the Parent on the
last day of each month. These service fees are for all services provided by registered personnel of the
Company in connection with the distribution of regulated investment company shares through tax-qualified
and other plans and arrangements sponsored by clients of the Parent. Revenues generated from service fees
under this agreement amounted to $792,931 and represent 100 percent of the Company’s revenue reported
on the statement of income.

Expenses allocated under this agreement of $295,401 are included in compensation and benefits, professional
fees, facilities and other expenses in the statement of income. In addition, the Parent acts as payment agent
for the Company, disbursing certain other expenses of the Company, which then reimburses the amounts paid
generally not later than the month following the payment. Such reimbursements for the year ended December
31, 2015 amounted to $90,331.

At December 31, 2015, the Parent owed the Company $62,287.

The Parent also maintains a policy of funding the Company’s losses, if any, through capital contributions.

4. Income Taxes

The Company is included in the consolidated federal and state income tax returns filed by its Parent. Federal

and state income taxes are calculated as if the Company filed on a separate return basis. There are no deferred
taxes. The current income tax expense is as follows:

Federal $ 140,206
State 26,897

Total income taxes $ 167,103

Income taxes payable reported on the statement of financial condition includes $166,803 for 2015, tax
liabilities not yet settled with the Parent.

The Financial Accounting Standards Board (“FASB”) Accounting Standards Codification Topic 740, Income
Taxes, defines the criteria that an individual tax position must satisfy for some or all of the benefits of that
position to be recognized in a company’s financial statements. Topic 740 prescribes a recognition threshold
of more-likely-than-not, and a measurement attribute for all tax positions taken or expected to be taken on a
tax return, in order for those tax positions to be recognized in the financial statements. The Company has
adopted these provisions and as a result of the implementation of these provisions, the Company did not have
liability for unrecognized tax benefits.



Pentegra Distributors, Inc.
Notes to Financial Statements
December 31, 2015

5. Subsequent Events

Management has evaluated events and transactions subsequent to December 31, 2015, and no events have
occurred requiring recognition or disclosure.

6. Legal Contingencies

Various legal claims may arise from time to time in the normal course of business which, in the opinion of
management, may or may not have a material effect on the Company’s financial statements.

At December 31, 2015, the Company was not involved in any litigation or any other legal claims.



Pentegra Distributors, Inc.
Schedule 1
Computation of Net Capital Under Rule 15¢3-1

December 31, 2015

Computation of Net Capital

Total shareholder's equity $ 523,875
Less: Non-allowable assets 86,287
Net capital 437,588

Minimum net capital requirement of 6-2/3% of aggregate

indebtedness of $175,962, or $5,000, whichever is greater 11,731
Excess net capital $ 425857
Aggregate indebtedness $ 175962
Ratio of aggregate indebtedness to net capital » 0.40 to 1

The computation of net capital above does not materially differ from that reported by the Company in
Part ITA of the Focus Report on Form X-17A-5 at December 31, 2015.



Pentegra Distributors, Inc.
Schedule I
Statement Pursuant to Rule 15¢3-3
December 31, 2015
For the year ended December 31, 2015, the brokerage transactions of the Company were limited to the

purchase and sale of shares of registered investment companies and the Company is, therefore, exempt from
Rule 15¢3-3 (subparagraph (k)(1)).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholder
Pentegra Distributors, Inc.

We have reviewed management's statements, included in the accompanying Report of Exemption from
Rule 15¢3-3, in which (1) Pentegra Distributors, Inc. (the Company) identified the following provisions of
17 C.F.R. §240.15c3-3(k) under which the Company claimed an exemption from 17 C.F.R.
§240.15¢3-3: paragraph (1) (the exemption provisions) 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)(1) of Rule 15¢3-3 under the Securities Exchange Act of
1934,

ﬁzyw? Dacnn Me Vel § Forder, LLC

Portland, Maine
February 29, 2016
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Pentegra Distributors, Inc.
Report of Exemption from Rule 15¢3-3
December 31, 2015
The Company does not handle cash or securities on behalf of its customers. It is exempt from compliance

with SEC Rule 15¢3-3 under paragraph (k)(1) of that rule since its business is limited to purchase and sales
of mutual funds, and to the best of my knowledge and belief has been so throughout 2015 without exception.

William J leper—_
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholder
Pentegra Distributors, Inc.

In accordance with Rule 17a-5(e)(4) under the Securities and Exchange Commission Act of 1934, we
have performed the procedures with respect to the Certification of Exclusion from Membership (Form
SIPC-3) of Pentegra Distributors, Inc. (the Company) for the year ended December 31, 2015 and filed
with the Securities Investor Protection Corporation (SIPC) on December 18, 2014. The procedure we
performed is as follows: v

1. Compared the claims for exclusion made by the Company in its filing of Form SIPC-3 (the
distribution of shares of registered open end investment companies or unit investment trusts,
and the sale of variable annuities) to revenues reported in the audited financial statements of
the Company for the year ended December 31, 2015, noting no differences.

Because the above procedure does not constitute an audit made in accordance with PCAOB
standards, we do not express an opinion on the above procedure. In connection with the procedure
referred to above, no matters came to our attention that caused us to believe that the distribution of
shares of registered open end investment companies or unit investment trusts, and the sale of variable
annuities compared to revenues reported on the audited Form X-17A-5 for the year ended
December 31, 2015 was not consistent with the claims for exclusion made by the Company reported on
the Form SIPC-3 referred to above. Our procedure was performed solely to assist you in complying
with the Rule 17a-5(e)(4), and our report is not to be used for any other purpose. This report relates
solely to the procedure referred to above and does not extend to any financial statements of the
Company taken as a whole.

30%3 Dacnn MeVecl § Foerded, LLC

Portland, Maine
February 29, 2016
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Check appropriate boxes.

D (i) its principal busi in the determination of SIPC, taking into account business of affiliated
Securities Tnvestor Protection COFPOI’GﬁOI’Z entities, is conducted outside the United States and its territories and possessions;*
s ii) its business as a broker-dealer is expected to consist exclusively of:
805 15th Street NW, Suite 800 K @ css as 2 *p _ ot
(1) the distribution of shares of registered open end investment companies or unit investment trusts;

(1) the sale of variable annuities;
. L (1) the business of insurance;
Forwar dlng and Address Correction RequeSted D (1V) the business of rendering investment advisory services to one or more registered investient
companies O insurance company separate accounts;
D (if) it is registered pursuant to 15 U.S.C. 780(bX11XA} as a broker-dealer with respect to transactions in

Washington, DC 20005-2215

securities futures products; ;
Pursuant to the te of tl@o m %ailed below). ) i
N x A\ N g N Vo ® R0M
oo Authorized Signature/’l‘ itle Date d
& 8-
A |
_ : |
€F  8-042445 FINRA ~ DEC 8/1/1350 Securities Investor Protection Corporation |
@ ;ﬁgngpgigiéngﬁiEéNc 805 15th Street NW, Suite 800 |
& 108 CORPORATE PARK DRIVE Washington, DC 20005-2215
W) WHITE PLAINS, NY 10604

Form SIPC-3 . FY 2015 _

Certification of Exclusion From Membership.
TO BE FILED BY A BROKER-DEALER WHO CLAIMS EXCLUSION FROM MEMBERSHIP IN THE SECURITIES

INVESTOR PROTECTION CORPORATION ("SIPC") UNDER SECTION 78ccc(a}(2)(A) OF THE SECURITIES INVESTOR
PROTECTION ACT OF 1970 ("SIPA").

The above broker-dealer certifies that during the year ending December 31, 2015 its business as a broker-dealer is expected to
consist exclusively of one or more of the following (check appropriate boxes):

[3 (@) its principal business, in the determination of SIPC, taking into account business of affiliated entities, is
conducted outside the United States and its territories and possessions;*

(i) its business as a broker-dealer is expected to consist exclusively of:
1 the distribution of shares of registered open end investment companies or unit investment trusts;
(II) the sale of variable annuities;
(I1I) the business of insurance; -
(IV) the business of rendering investment advisory services to one or more registered investment companies or
insurance company separate accounts;

OO

[] (ii) it is registered pursuant to 15 U.S.C. 780(b)(11)(A) as a broker-dealer with respect to transactions in securities
futures products;

and that, therefore, under section 78cec(a)(2)(A) of SIPA it is excluded from membership in SIPC.

*If you have any questions concerning the foreign exclusion provision please contact SIPC via telephone at 202-371-8300 or e-mail
at asksipc@sipc.org to request a foreign exclusion questionnaire.

The following bylaw was adopted by the Board of Directors:
Interest on Assessments.
... If any broker or dealer has incorrectly filed a claim for exclusion from membership in the Corporation, such broker or
dealer shall pay, in addition to all assessments due, interest at the rate of 20% per annum of the unpaid assessment for
each day it has not been paid since the date on which it should have been paid.

In the event of any subsequent change in the business of the undersigned broker-dealer that would terminate such broker-dealer's
exclusion from membership in SIPC pursuant to section 78ccc(a)(2)(A) of the SIPA, the undersigned broker-dealer will immediately
~ give SIPC written notice thereof and make payment of all assessments thereafter required under section 78ddd(c) of the SIPA.

Sign, date and return this form no later than 30 days after the beginning of the year, using the enclosed return envelope.

Retain a copy of this form for a period of not less than 6 years, the latest 2 years in an easily accessible place.



