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OATH OR AFFIRMATION

1, Brian Anderson ‘ , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Nestlerode & Loy, Inc. , as
of November 18th ,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:

Signature
COMMONW ENNS CFO .
NOTARIAL SEAL Title
Kelly A. Walker, Notary Public

State College Bora, Centre

7 - Sy Commitssion Expires
Notary Public grpgerse ENNSYLVARIA ASSOCTATION OF De&lzz’f“—'i'?o!m""‘l

This report ** contains (check all applicable boxes):
M (a) Facing Page.
b4 (b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
v 4 (e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (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.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
o (1) An Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.
O (n) A reportdescribing 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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Nestlerode & Loy, Inc.

Statement of Financial Condition
September 30, 2016

ASSETS
Cash $ 300,924
Receivables:
Accounts receivable - brokers and dealers 15,564
Accounts receivable - 12b-1 3,778
Total receivables 19,342
Securities owned 31,942
Prepaid taxes and expenses 18,841
Deferred tax assets 916
Furniture, equipment and leasehold improvements, at cost, less
accumulated depreciation and amortization of $62,717 91,816
$ 463,781
LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES
Accounts payable - trade $ 5,694
Accounts payable - 12b-1 1,889
Accrued salaries and wages 30,577
Accrued and withheld payrcli taxes 3,442
Pension Payable 10,000
Deferred Income Taxes 9,385
TOTAL LIABILITIES 60,987
STOCKHOLDERS' EQUITY
Preferred stock 20,000
Common stock 24,200
Retained earnings 360,162
Accumulated other comprehensive loss (1.568)
TOTAL STOCKHOLDERS' EQUITY 402,794
$ 463,781

The accompanying notes are an integral part of these financial statements.
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Nestlerode & Loy, Inc.
Statement of Income and Comprehensive Income
For the year ended September 30, 2016

REVENUES
Commissions
Service fees and other income

TOTAL REVENUES

EXPENSES
Compensation
Employee benefits
Occupancy
Selling and administrative

TOTAL EXPENSES

INCOME FROM OPERATIONS

OTHER INCOME (EXPENSE)
Loss on sale of assets
Interest and dividend income

INCOME BEFORE INCOME TAXES
PROVISION FOR INCOME TAXES
Federal income tax
State income tax
TOTAL PROVISION FOR INCOME TAXES
NET INCOME
OTHER COMPREHENSIVE INCOME, NET OF TAX
Unrealized gains on securities available-for-sale:

Unrealized holding gains

TOTAL COMPREHENSIVE INCOME

The accompanying notes are an integral part of these financial statements.
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$ 297170
850,576

—_—

1,147,746

610,669
78,959
66,701

346,540

1,102,869

44,877

(7,197)
2,090

39,770

8,325
5779

14,104

$ 25666

1,645

$ 27,31



Nestlerode and Loy, Inc.
Statement of Changes in Stockholders' Equity
For the year ended September 30, 2016

Accumulated

other
Common. Preferred Retained  Comprehensive
Stock Stock Earnings Income (Loss) Total
BALANCES - BEGINNING $ 24200 $ 20,000 $ 334,496 $ (3,213) $ 375,483
Net income - - 25,666 1,645 27,311
BALANCES - ENDING $ 24200 $ 20,000 $ 360,162 $ (1,568) $ 402,794

The accompanying notes are an integral part of these financial statements.
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Nestlerode & Loy, Inc.
Statement of Cash Flows
For the year,ended September 30, 2016

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 25,666
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 16,869
Loss on sale of assets 7,197
Deferred income taxes 9,090
(Increase) decrease in: : - o .
Accounts receivable - brokers and dealers (4,758)
Accounts receivable - 12b-1 242
Employee advances 369
Prepaid taxes and expenses (3,176)
Increase (decrease) in:
Accounts payable - trade (731)
Accounts payable - 12b-1 (121)
Accrued salaries and wages 2,646
Accrued and withheld payroll taxes (1,578)
Pension payable 10,000
Accrued corporate taxes (9,188)
NET CASH PROVIDED BY OPERATING ACTIVITIES __ 52,527

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of furniture, equipment and leasehold improvements (78,061)
Purchases of securities owned (1,789)

NET CASH (USED) IN INVESTING ACTIVITIES (79,850)

CASH FLOWS FROM FINANCING ACTIVITIES 0

NET (DECREASE) IN CASH (27,323)
CASH - BEGINNING 328,247
CASH - ENDING $ 300,924

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Income taxes paid $ 15,570

The accompanying notes are an integral part of these financial statements.
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Nestlerode & Loy, Inc.
Notes to Financial Statements
September 30, 2016

NOTE 1 - Nature of Operations

Nestlerode & Loy, Inc. (formerly Nestlerode & Company, Inc.), (the “Company”), was incorporated
on September 17, 1965, for the purpose of providing brokerage and investment advisory services
and is registered with the Securities and Exchange Commission. The Company maintains an
office in State College, PA.

NOTE 2 - Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires the use of estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all short-term instruments
purchased with a maturity of three months or less to be cash equivalents. There were no cash
equivalents at September 30, 2016.

Allowance for Bad Debts

The Company considers accounts receivable to be fully collectible; accordingly, no allowance for
bad debts is required.

Depreciation and Amortization

Fixed assets are recorded at cost. Furniture and equipment are depreciated using straight-line
methods over 5 and 7 years. Leasehold improvements are generally depreciated using the
straight line method over 20 years. Computer software costs are amortized using the straight line
method over 3 years. Maintenance and repairs are expensed as incurred and the costs of
additions and improvements are capitalized. Depreciation and amortization expenses totaled
$16,869 for the year ended September 30, 2016.



Nestierode & Loy, Inc.
Notes to Financial Statements
September 30, 2016

Income Taxes

The Company uses an asset and liability approach to financial accounting and reporting of income
taxes. Deferred income tax assets and liabilities are computed annually for differences between
the financial statement and tax basis of assets and liabilities that will result in taxable income or
which the differences are expected to affect taxable income. Valuation allowances are established
when necessary to reduce deferred tax assets to the amount expected to be realized. Income tax
expense is the tax payable or refundable for the period plus or minus the change during the period
in deferred tax assets and liabilities.

Principal timing differences are due primarily to depreciation on property and equipment and
charitable contributions expense.

As of September 30, 2016, the Company had no uncertain tax positions that qualify for either
recognition or disclosure in the financial statements. Additionally, the Company had no interest and
penalties related to income taxes.

The Company is no longer subject to U.S. federal and state income tax examinations by tax
authorities for years before 2012.

Securities Owned

The Company classifies its marketable debt and equity securities as available for sale. Securities
classified as available for sale are carried in the financial statements at fair value. Realized gains
and losses are included in earnings; unrealized holding gains and losses are included in other
comprehensive income.

Concentrations of Credit Risks

The Company’s cash balances in financial institutions, at times, may exceed the Federal Deposit
Insurance Corporation (FDIC) insured limits. The Company has not experienced any losses and
believes it is not exposed to any significant credit risk.

NOTE 3 - Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
which requires the maintenance of minimum net capital. A computation of net capital under Rule
15¢3-1 is included as Schedule | of this report.

NOTE 4 - Customer Accounts Fully Disclosed

The Company does not hold any customer securities. All such accounts are carried at RBC
Correspondent Services, Minneapolis, Minnesota. Therefore, the Company claims exemption from
the reporting requirements of Rule 15¢3-3(k)(2)(ii).



Nestlerode & Loy, Inc.
Notes to Financial Statements
September 30, 2016

NOTE 5 - Securities Owned

The Company held $31,942 at September 30, 2016 in mutual funds. Fair values and unrealized
holding gains and losses are summarized as follows:

Unrealized
Fair Holding
Cost Value Gain (Loss)
T Rowe Price Prime Money Market Fund 5 1 $ 1 $ 0
Franklin Custodian Funds Inc Income Series =~ 17,277 = 16,995 (282)
Washington Mutual Investestors Fund 16,742 14,946 (1,796)
$ 34,020 $ 31,942 $_(2,078)
The following schedule summarizes the investment return for the year ended
Total
Interest income $ 301
Dividend income 1,789
Realized gains (losses) 0
$ 2,090

Fair Value:

The Company measures its financial instruments in accordance with the Financial
Accounting Standards Board ("FASB") Accounting Standards Codification Section for Fair Value
Measurements. This codification section clarifies the definition of fair value financial reporting,
establishes a framework for measuring fair value and requires additional disclosures about the use
of fair value measurements. Fair Value Measurements establishes a fair vaiue hierarchy and
specifies that a valuation technique used to measure fair value shall maximize the use of
observable inputs and minimize the use of unobservable inputs. The objective of a fair value
measurement is to determine 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 (an exit
price). Accordingly, the fair value hierarchy gives the highest priority to quoted prices (unadjusted)
in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable
inputs (Level 3). The three levels of the fair value hierarchy under Fair Value Measurements are
described below:



Nestlerode & Loy, Inc.
Notes to Financial Statements
September 30, 2016

NOTE 5 - Securities Owned (Confinued)

Level 1 -- Unadjusted quoted prices in active markets for identical, unrestricted assets or liabilities
that the Entity has the ability to access at the measurement date;

Level 2 -- Inputs that are observable for substantially the full term of the asset or liability (other than
quoted prices for the specific asset or liability in an active market), including quoted prices for
similar assets or liabilities in an active market, quoted prices for identical or similar assets or
liabilities in a nonactive market, inputs other than quoted prices, and inputs derived principally from
or corroborated by observable market data by correlation or otherwise; and

Level 3 - Prices, inputs or exotic modeling techniques which are both significant to the fair value
measurement and unobservable (supported by little or no market activity).

As required by the Codification Section for Fair Value Measurements, financial instruments are
classified within the level of the lowest significant input considered in determining fair value.
Financial instruments classified within Level 3 whose fair value measurement considers several
inputs may include Level 1 or Level 2 inputs as components of the overall fair value measurement.

The tables that follow set forth information about the level within the fair value hierarchy at which
the Company’s financial instruments are measured at September 30, 2016.

Fair Value Measurements

Quoted
prices in
active Significant
markets for other Significant
identical observable unobservable
assets inputs inputs
Assets: (Level 1) (Level 2) (Level 3) Total
Securities Owned
T Rowe Price Prime Money Market Fund 3 1 $ 0 $ 0 $ 1
Franklin Custodian Funds Inc Income Ser. 16,995 16,995
Washington Mutual Investors Fund 14,946 14,946
$ 31,942 $ 0 $ 0 $ 31,942




Nestlerode & Loy, Inc.
Notes to Financial Statements
September 30, 2016

NOTE 6 - Liabilities Subordinated to Claims of General Creditors

There are no liabilities subordinated to claims of general creditors.

NOTE 7 — Stockholders’ Equity
Details of stockholders’ equity at September 30, 2016 are as follows:

Preferred Common
Stock Stock

Value | ©§ 20,000 $ 24,200
Par value None None

Shares authorized 5,000,000 5,000,000
Shares issued and oustanding 2,420,000 2,420,000

The common stock is the voting stock of Nestlerode & Loy, Inc. The preferred stock has no voting
rights and is not entitled to participate in the management of Nestlerode & Loy, Inc. There was no
activity involving the shares authorized, issued or outstanding during the year ended September
30, 2016.

NOTE 8 — Pension Plan

Effective January 1, 2012, the Company replaced their SIMPLE pension plan with a 401(K) plan for
the benefit of eligible employees. Eligibility under this plan is limited to employees of the Company
who work at least 1,000 hours a year and have been employed for 1 year. The Company may
match up to 100% of the first 3% of contributions made by employees, as well as 50% of
contributions between 3% and 5%. The Company may also make profit sharing contributions to
the plan at its discretion.

Company contributions totaled $30,002 under both plans for the year ended September 30, 2016.

NOTE 9 — Advertising
The Company follows the policy of charging the costs of advertising to expense during the year in

which the advertising first takes place. Advertising expense was $23,813 for the year ended
September 30, 2016.
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Nestlerode & Loy, Inc.
Notes to Financial Statements
September 30, 2016

NOTE 10 - Provision for Income Taxes

Income tax expense (benefit) for the year ended September 30, 2016 consisted of the following:

Federal Deferred Total
Federal $ 2,869 $ 5456 $ 8,325
State $ 2145 $ 3,634 $ 5779
Totals $ 5014 $.9.000 $14,104
Deferred tax assets consisted of the following components:
Federal State Total
Unrealized holding Loss $ 306 $ 204 $ 510
Charitable Contributions Expense 244 $ 162 406
Totals $ 550 $ 366 $ 916

Deferred tax liabilities consisted of the following components:

Federal State Total
Property and equipment $ 5633 $3.752 $9,385

The Company has charitable contribution carryforwards of $1,625, which will expire in 2017.

NOTE 11 - Related Party Transactions

The Company leases office space under a month-to-month lease from West Irvin Associates, a
related party that is partly owned by a minority stockholder of the Company. The total lease
payments to West Irvin Associates for the year ended September 30, 2016 were $6,000. The
Company also leases office under a month-to-month lease from Harbar Enterprises, a related party
that is owned by a majority stockholder of the Company. The total lease payments to Harbar
Enterprises for the year ended September 30, 2016 were $36,000
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Nestlerode & Loy, Inc.
Notes to Financial Statements
September 30, 2016

-

NOTE 12 — Lease Commitment

Total lease expense for the year ended September 30, 2016 was $42,000.
As discussed in Note 11, the Company paid related parties for the rental of office facilities.

A schedule showing minimum lease commitments for each of the next five years follows:

Years Ending Annual
September: Amount

2017 $ 36,000

2018 36,000

2019 36,000

2020 36,000

2021 6,000

$ 150,000

NOTE 13 - Subsequent Events

Management has evaluated subsequent events through November 21, 2016, which is the date that
the Company’s financial statements were available to be issued. No material subsequent events
have occurred since September 30, 2016 that required recognition or disclosure in the
accompanying financial statements.
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Nestlerode & Loy, Inc.
Schedule | - Computation of Net Capital Under Rule 15¢3-1 of the Securities
and Exchange Act of 1934

_September 30, 2016

NET CAPITAL

Total stockholders' equity
Deduct stockholders’ equity not allowable for net capital computation
TOTAL STOCKHOLDERS' EQUITY ALLOWABLE FOR NET CAPITAL COMPUTATION

Deductions
Petty cash
Receivables due for fees earned from third-party participations
Mutual fund concessions receivable (net of related accounts payable)
Non-security related debit balances due 12b-1 fees (net of related accounts payable)
Employee advances
Haircut on securities owned
Prepaid taxes and expenses
Fixed assets (net of accumulated depreciation and amortization)
Deferred tax assets
Other deductions
TOTAL DEDUCTIONS

ADJUSTED NET CAPITAL

AGGREGATE INDEBTEDNESS
Accounts payable - trade
Accounts payable - 12b-1
Accounts payable - Mutual Fund Concessions
Accrued salaries and wages
Accrued and withheld payroll taxes
Pension payable
Corporate taxes payable
Deferred income taxes

TOTAL AGGREGATE INDEBTEDNESS

Computation of Basic Net Capital
Minimum net capital required (6 2/3% of total aggregate indebtedness)
Minimum dollar net capital required

Adjusted Net Capital
Minimum Net Capital Required {Greater of Above)
EXCESS NET CAPITAL

Ratio: Aggregate indebtedness to adjusted net capital

RECONCILIATION WITH COMPANY'S COMPUTATION
(included in Part Il of Form X-17A-5 as of September 30, 2016.

There were no material differences between the computation of net capital under Rule 15¢3-1 in the
above computation and the corresponding unaudited Part lIA filing by Nestlerode & Loy, Inc. for the

year ended September 30, 2016.
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402,794

402,794

169
500
894
1,889
4,791
18,841
91,816
916

119,816

282,978

4,800
1,889
894
30,577
3,442
10,000

9,385

60,987

4,066

50,000

282,978

50,000
232,978
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Nestlerode & Loy, Inc.
Schedule ll - Selling and Administrative Expenses
For the year ended September 30, 2016

Trading expense 3 54,710
Payroll taxes 35,337
Contracted services 23,272
Insurance 16,667
Licenses and fees . . ; } ) L 10,850
Research 8,259
Dues and subscriptions 21,850
Office expense 22,998
Training and seminars 7,161
Professional fees 22,560
Advertising 23,813
Computer support 10,377
Telephone 21,934
Meals and entertainment 19,573
Travel & admin 6,051
Taxes 2,929
Depreciation and amortization 16,869
Relocation expenses 8,826
Client gifts 12,504

TOTAL SELLING AND ADMINISTRATIVE $ 346,540
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P.0.Box 343 | State College, PA 16804

n}m ] Research-based Solutions » Personal Attention
e
Nestlerode oy

investment advisors

Exemption Report

Throughout the fiscal year ending 09/30/2016, Nestlerode & Loy, Inc. claimed an
exemption from Rule 15¢3-3 under the provisions in paragraph (k)(2)(i1) which
applies to broker-dealers who, as introducing broker-dealers, clear all customer
transactions on a fully-disclosed basis with a clearing broker-dealer, and who
promptly transmit all customer funds and securities to such clearing broker-dealer.

To the best of our knowledge and belief, Nestlerode & Loy, Inc. met the identified

exemption provisions in paragraph (k)(2) (1) throughout the most recent fiscal year
ending 09/30/2016 without exception. :

Respectfully Submitted,

\K/dzz-%gnc@nomd

Brian Anderson, CFO
Nestlerode & Loy, Inc.

www.nhestlerode.com



