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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Avalon Investment & Securities Group, Inc. OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM I.D. NO.

404 Avalon Avenue, Suite 200
(No, and Street)

Muscle Shoals AL 35661
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Das A. Borden 256-381-7840

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report's

Byrd, Smalley, & Adams, PC
(Name — ( individual, state last, first, middle name)

PD Box 2179 Decatur AL 35602 ;
(Address) (City) (State) (Zip Code),;

CHECK ONE: ~- e

WICertified Public Accountant "k 

Public AccountantAccountant

Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement offacts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)
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OATH OR AFFIRMATION

I Das A. Borden , swear (or affirm) that, to the best of y

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of —
Avalon Investment & Securities Group, Inc. as

of March 31 2016 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:

h -z( ~✓
Signatu

JANE. SPRINGER
`Notary Pablie, Alabama State At Large President/CEO

- y commis" !; Expires Sept, 6, 2017 Title

This report * * contains (check all applicable boxes):
(~ (a) Facing Page.
® (b) Statement of Financial Condition.
ill (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.
14 M 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 150-3.
® (i) Information Relating to the Possession or Control Requirements Under Rule 156-3. _
® (j) A Reconciliation, including appropriate explanation of the Computation ofNet Capital Under Rule 150-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15e3-3.
❑ (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 report describing 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-5(e)(3).
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Byrd, Smalley
& Adams, P.C.
Certified Pciblir.; Accountants & Consultants

Report of Independent Registered Public Accounting Firm

Board of Directors and Shareholders of
Avalon Investment & Securities Group, Inc.

We have audited the accompanying financial statements of Avalon Investment & Securities Group, Inc. (an Alabama
corporation), which comprise the statement of financial condition as of March 31, 2016, and the related statements
of income, changes in shareholders' equity, changes in liabilities subordinated to claims of general creditors, 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. Avalon Investment & Securities Group,
Inc.'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 ouraudit 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 Avalon Investment & Securities Group, Inc. as of March 31, 2016, and the results of its operations and
its cash flows for the year then ended in accordance with accounting principles generally accepted in the Unites
States of America.

The Computation of Net Capital Under Rule 15c3-1 (Schedule 1), Computation for Determination of Reserve
Requirements Under Rule 15c3-3 (Schedule II), and the Information for Possession or Control Requirements Under
Rule 15c3-3 (Schedule III) has been subjected to audit procedures performed in conjunction with the audit of Avalon
Investment & Securities Group, Inc.'s financial statements. The supplemental information is the responsibility of
Avalon Investment & Securities Group, Inc.'s management. Our audit procedures included determining whether the
supplemental information reconciles to the financial statement 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.

/ -~4i /44w., P.C.

Decatur, Alabama
May 26, 2016



Avalon Investment & Securities Group, Inc.

STATEMENT OF FINANCIAL CONDITION

March 31,

ASSETS

Current Assets

Cash

Accounts receivable

Prepaid expenses

Investments

Total Current Assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities

Payable to brokers

Accounts payable and accrued liabilities

Total Current Liabilities

Stockholders' Equity

Common Stock, $10.00 par value per share,

400 shares authorized, 100 shares issued & outstanding

Additional paid in capital

Retained Earnings (loss)

Accumulated Other Comprehensive Income

Total Stockholders' Equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

2016

$ 40,014

76,950

3,686

19,914

140,564

140,564

61,545

4,300

65,845

1,000

66,579

(4,674)

11,814

$ 140,564

The accomDanvine notes are an intearal Dart of these financial statements



Avalon Investment & Securities Group, Inc.

STATEMENT OF INCOME

For the year ended March 31,

2016

REVENUE

Commissions and Concessions:

Variable Products $ 333,945

Mutual Funds 288,157

Other

TOTAL REVENUE 622,102

OPERATING EXPENSES

Administration expenses 42,952

Audit and tax preparation 10,000

Bank charges 327

Commissions 416,557

Consulting 87,900

Contract labor 9,788

Dues and assessments 6,008

Internet 2,434

Licenses and permits 1,420

Miscellaneous expenses 156

Othertaxes 510

Postage, printing, deliver and reproduction 8,953

Rent 13,920

Repairs 58

Supplies 2,760

Telephone 8,753

TOTAL OPERATING EXPENSES 612,496

INCOME (LOSS) FROM OPERATIONS 9,606

OTHER INCOME (EXPENSES)

Interest income 10

Dividends -NASDAQ Stock 189

Administrative processing fee 17,609

Other Income 1,489

TOTAL OTHER INCOME (EXPENSES) 19,297

INCOME (LOSS) BEFORE INCOME TAXES 28,903

PROVISION FOR INCOME TAXES -

NET INCOME 28,903

OTHER COMPREHENSIVE INCOME

Unrealized gain on securities 5,742

TOTAL COMPREHENSIVE INCOME (LOSS) $ 34,645

Tho nrrmmnnnvinn nnfae nra an infanral nart of thoca finanr•ial cfafomanfc



Avalon Investment & Securities Group, Inc.

STATEMENT OF CASH FLOWS

For the year ended March 31,

2016

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income (Loss)
$ 28,903

Adjustments to reconcile net income to net cash

provided by operating activities:

(Increase) decrease in accounts receivable 40,300
(Increase) decrease in prepaid expenses (2,461)

Increase (decrease) in accounts payable (4,560)

Increase (decrease) in other payable (3,690)

Increase (decrease) in commission payable (42,445)

Total adjustments (12,856)

Net cash provided (used) by operating activities 16,047

Net increase (decrease) in cash and cash equivalents 16,047

Cash and cash equivalents at beginning of year 23,967

Cash and cash equivalents at end of year $ 40,014

The accomr)anvine notes are an inteeral part of these financial statements.



Avalon Investment & Securities Group, Inc.

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

For the Year Ended March 31,

2016

Stockholders' Equity, Beginning of Period $ 40,074

Total Comprehensive Income 34.645

Stockholders' Equity, End of Period $ 74,719

The accomoanvine notes are an inteeral cart of these financial statements.



Avalon Investment & Securities Group, Inc.

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED

TO CLAIMS OF GENERAL CREDITORS

For the year ended March 31,

2016

Balance, Beginning of Period $ -

Increases (Decreases)

Balance, End of Period $ -

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



Avalon Investment & Securities Group, Inc.

NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 ORGANIZATION AND NATURE OF BUSINESS

The Company is an Alabama corporation operating as a broker/dealer licensed to sell

mutual funds and various insurance products (including variable annuities, variable

universal live, etc.) and direct participation programs. The Company does not carry

security accounts for customers or perform custodial functions relating to customer

securities.

NOTE 2 SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting: The Company prepares its financial statements using U.S.
generally accepted accounting principles on the accrual basis.

Use of Estimates: The preparation of financial statements in conformity with U.S.

generally accepted accounting principles requires management to makes estimates and

assumptions that affect certain reported amounts and disclosures. Accordingly, actual

results could differ from those estimates.

Revenue Recognition: The Company earns commissions from the purchase of

investment products by its customers. It also receives additional compensation, on an

annual, quarterly, or monthly basis, for continuing management of the assets.

Cash and Cash Equivalents: For the purposes of cash flows, the Company considers all

short-term investments with a maturity of three months or less to be cash equivalents.

Income Taxes: The amount of current or deferred taxes payable or refundable is

recognized as of the date of the financial statements, utilizing currently enacted tax

laws and rates. Deferred tax expenses or benefits, if material, are recognized in the
financial statements for the changes in deferred tax liabilities or assets between years.

The Company recognizes and measures its unrecognized tax benefits in accordance with

FASB ACS 740, Income Taxes. Under that guidance the Company assesses the

likelihood, based on their technical merit, that tax positions will be sustained upon

examination based on the facts, circumstances and information available at the end of

each period. The measurement of unrecognized tax benefits is adjusted when new

information is available, orwhen an event occurs that requires a change.

Three years of tax returns are open for review by the Internal Revenue Service,

Advertising: The Company follows the policy of charging the costs of advertising to

expense as incurred.

-7-



NOTE 3

NOTE 4

NOTE 5

Avalon Investment & Securities Group, Inc.

NOTES TO THE FINANCIAL STATEMENTS

ACCOUNTS RECEIVABLE

Accounts receivable consists of the following at March 31,

2016

Mutual Fund Commissions $ 2,823

Variable Annuity Commissions 296

Trails Commissions--Mutual Funds 41,329

Trails Commissions--Variable Annuities 32,502

Total Accounts Receivable $ 76,950

All commissions are deemed collectible by management; therefore, there is no
allowance for doubtful accounts.

INVESTMENTS IN EQUITY SECURITIES

Unrealized Unrealized

Cost Gains Losses Fair Value

Available for Sale

Equity Securities 8,100 11,814 - 19,914

Available for sale securities are carried in the financial statements at fair value. Net
unrealized holding losses on available-for-sale securities in the amount of $2987. for the
year ended March 31, 2016, has been included in accumulated other comprehensive
income.

FAIR VALUE MEASUREMENTS

FASB Accounting Standards Codification (FASC) Section 820-10 defines fair value,
establishes a framework for measuring fair value, and establishes a fair value hierarchy
which prioritizes the inputs to valuation techniques. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. A fair value measurement assumes that
the transaction to sell the asset or transfer the liability occurs in the principal market for

the asset or liability or, in the absence of a principal market, the most advantageous
market. Valuation techniques that are consistent with the market, income or cost
approach, as specified by FASC Section 820-10, are used to measure fair value.

-8-



NOTE 5

NOTE 6

NOTE 7

Avalon Investment & Securities Group, Inc.

NOTES TO THE FINANCIAL STATEMENTS

FAIR VALUE MEASUREMENTS (Continued)

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure
fair value into three broad levels:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Company has the ability to access.

Level 2 inputs are inputs (other than quoted prices included within level 1) that are
observable for the asset or liability, either directly or indirectly.

Level 3 are unobservable inputs for the asset or liability and rely on management's
own assumptions about the assumptions that market participants would use in
pricing the asset or liability. (The unobservable inputs should be developed based on
the best information available in the circumstances and may include the Company's
own data.

The following tables present the Company's fair value hierarchy for those assets and

Quoted Significant

Prices Other Significant

in Active Observable Unobservable

Markets Inputs Inputs Total Gains
Description 3/31/2016  Level 1 Level 2 Level  losses

Recurring fair value measurements

Available for sale securities:

Equity securities 19,917 19,917 - - 11,814

FINANCIAL INSTRUMENTS AND CONCENTRATIONS OF CREDIT RISK

Financial instruments that potentially subject the Company to concentrations of credit risk
consist primarily of trade accounts receivable. The Company's revenues are dependent
upon the fluctuations of the stock market. Consequently, the ability of the Company to
collect the amounts due from its customers is affected by economic fluctuations related
to this industry.

The company maintains bank balances at financial institutions located in Muscle Shoals
and Florence, Alabama. The Federal Deposit Insurance Company (FDIC) insures accounts
up to $250,000 at each institution. At March 31, 2016, the company had no uninsured
balances.

INCOME TAXES

The Company generated a Net Operating Profit at the end of the year for which it is
reasonably possible that the total amounts of unrecognized tax benefits will significantly
increase or decrease within twelve months of the reporting date.

The Company's federal and state income tax returns are subject to audit, generally for a
period of three years from the date they were filed.

n



Avalon Investment & Securities Group, Inc.

NOTES TO THE FINANCIAL STATEMENTS

NOTE 8 OPERATING LEASE

The Company leases its office on a month-to-month basis. The monthly rent is $1,160.
The Company's sole shareholder is the manager of the property; however, he has no
ownership in the property.

NOTE 9 RELATED PARTY TRANSACTIONS

No related party transactions at March 31, 2016.

NOTE 10 NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC Rule 15c3-1), 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 March 31, 2016, the Company had net capital of $52,642, which was
$47,642 in excess of its required net capital of $5,000.

NOTE 11 CONTINGENCIES AND RISK

The Company remains self-insured. As a result, any judgment against the Company from
litigation arising subsequent to date of occurrence could adversely affect the Company's
results of operations. There is an Arbitration Case pending, in which a Motion to Dismiss
has been filed on the grounds that the Statute of Limitations has expired.

NOTE 12 SUBSEQUENT EVENTS

The Company has evaluated subsequent events through May 26, 2016, the date which
the financial statements were available to be issued.

-10-
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Avalon Investment & Securities Group, Inc.

COMPUTATION OF NET CAPITAL

Schedule I

March 31,

04110

Total stockholders' equity from Statement of $ 74,719

Financial Condition

Deduct stockholders' equity not allowable for Net Capital

Total stockholders' equity qualified for Net Capital 74,719

Deductions and/or changes:

Nonallowable assets from Statement of Financial Condition

Prepaid expenses (3,686)

Commissions receivable (15,405)

Total nonallowable assets from Statement of 55,628

Financial Condition

Net Capital, before haircuts on securities positions 55,628
Haircut on securities: other securities (2,987)

Net Capital 52,641

Net Capital Requirement 5,000

Excess Net Capital $ 47,641



Avalon Investment & Securities Group, Inc.

COMPUTATION OF AGGREGATE INDEBTEDNESS

SCHEDULE I- CONTINUED

March 31,

2016

Total liabilities from Statement of Financial Condition $ 65,845

Less:: Non-Aggregate Indebtedness

Total Aggregate Indebtedness $ 65,845

-12-



Avalon Investment & Securities Group, Inc.

RECONCILIATION OF NET CAPITAL

SCHEDULE I- CONTINUED

March 31, 2016

The FOCUS report for the fourth quarter was amended to include haircuts of $2,987, which reduced the
Net Capital from $55,628 shown on the audited statement to $52,649.

0



Avalon Investment & Securities Group, Inc.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

Schedule II

March 31, 2016

The firm of Avalon Investment & Securities Group, Inc. is exempt from SEC Rule 15c3-3 under

section K(1) due to limited business (mutual funds and /or variable annuities only).



Byrd, Smalley
& Adams, P.C.
Certified Public Accountants & Consultants

Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders
of Avalon Investment & Securities Group, Inc.

We have reviewed management's statements included in the accompanying Exemption Report,
in which (1) Avalon Investment & Securities Group, Inc. identified the following provisions of 17
C.F.R. §15c3-3(k) under which Avalon Investment & Securities Group, Inc. claimed an exemption
from 17 C.F.R. §240.15c3-3:(1) - the firm conducts limited business (mutual funds and/or variable
annuities only). And (2) Avalon Investment & Securities Group, Inc. stated that Avalon Investment
& Securities Group, Inc. met the identified exemption provisions throughout the most recent fiscal
year without exception. Avalon Investment & Securities Group, 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 Avalon Investment & Securities Group, 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 and 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 15c3-3 under the Securities
Exchange Act of 1934.

Decatur, Alabama
May 26, 2016

-16-



Avalon Investment & Securities Group, Inc.
EXEMPTION REPORT UNDER RULE 15c3-3

March 31, 2016

Avalon Investment & Securities Group, Inc. (the "Company") is a registered broker-dealer subject to SEC
Rule 17a-5. This Exemption Report was prepared as required by 17 C.F.R. § 240.17a-5(d)(1) and (4). To
the best of its knowledge and belief, the Company states the following.

The Company claimed an exemption from 17 C.F.R. § 240115(c) 3-3 under the following provisions of 17
C.F.R. § 240.150-3(k)(1).

The Company met the identified exemption provisions in 17 C.F.R. § 240.15(c)3-3(k)(1) throughout the
most recent fiscal year without exception.

AVALON INVESTMENT & SECURITIES GROUP, INC.

I, Das A. Borden, affirm that to my best knowledge and belief, this Exemption Report is true and correct.

a.. i 1,~k
Das A. Borden

Date: May 26, 2016



Byrd, Smalley
& Adams, P.C.
Certified Public: Accountants & Consultants

Independent Accountants' Agreed Upon Procedures Report
on Schedule of Assessment and Payments (Form SIPC-7)

Board of Directors of
Avalon Investment & Securities Group, Inc.
Muscle Shoals, Alabama

In accordance with Rule 17a5(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 March 31, 2016 which were agreed to by
Avalon Investment & Securities Group, Inc. and the Securities and Exchange Commission, Financial Industry
Regulatory Authority, Inc., and SIPC, solely to assist you and the other specified parties in evaluating Avalon

Investment & Securities Group, Inc.'s compliance with the applicable instructions of Form SIPC-7. Avalon
Investment & Securities Group, Inc.'s management is responsible for the Avalon Investment & Securities Group,

Inc.'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 noting no differences;
2. Compared the amounts reported on the audited Form X-17A-5 for the year ended March 31, 2016, as

applicable, with the amounts reported in Form SIPC-7 for the year ended March 31, 2016, noting no
differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers 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.

Decatur, Alabama
May 26, 2016


