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OATH OR AFFIRMATION

1, Tim Huckaby ., swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

FMI Capital Advisors, Inc. , as
of December 31 ,2016 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principat officer or director has any proprietary intcrest in any account
classified solely as that of a customer, except as follows:

\ /7/1

ROBERT ALALLY JR,
NOTARY PUBLIC ~ (—w ““"““ ,OW
STATE OF GOLORADO

NOTARY ID 20124066324 Pre&dent
MY COMMISSION EXPIRES 02/11/2021 Title

; Notary Pubh'g 7 .

This report ** contains (check all applicablc boxes):
@ (a) Facing Page.

[ (b) Statement of Financial Condition.

[@ (c) Statement of Income (Loss).

@ (d) Statement of Changes in Financial Condition.

[N (¢) Statement of Changes in Stockholders’” Equity or Partners’ or Sole Proprietors’ Capltal
O (f) Statement of Changes in Llabllltles Subordinated io Claims of Creditors.

X (g) Computation of Net Capital.
S|
5]
a
a
X
o

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation,

(m) A copy of the SIPC Supplemental Report.

O

x (o) Independent auditor's report on internal accounting control.
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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OIXON HUGHES GOODMAN .

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
of FMI Capital Advisors, Inc.

We have audited the accompanying statement of financial condition of FM! Capital Advisors, Inc. (the
“Company”), a wholly owned subsidiary of FMI Corporation, as of December 31, 2018, and the related
statements of operations, stockholder'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 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. 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, 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 United States of
America. |

Schedule 1, Computation of Aggregate indebtedness and Net Capital Under Rule 15¢3-1 of the Securities -
and Exchange Commission, and Schedule 2, Statement Regarding SEC Rule 15¢3-3 have 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
compléteness 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 supplementary
information is fairly stated, in all material respects, in relation to the financial statements as a whole.

Raleigh, North Carolina
February 21, 2017



FMI CAPITAL ADVISORS, INC.

Statement of Financial Condition
December 31, 2016

Assets
Assets:
Cash and cash equivalents
Accounts receivable, less allowance for
doubtful accounts of $39,458
Total assets
Liabilities and Stockholder’s Equity
Liabilities:
Accounts Payable
Deferred revenue
Due To Related Party
Total liabilities
Commitments
Stockholder’s equity
Common stock, 0.001 par value; 1,000 shares
authorized, 275 shares issued and outstanding
Additional paid-in capital
Retained earnings

Total stockholder’s equity

Total liabilities and stockholder’s equity

See notes to financial statements.

$ 5,646,863

119917

3,547
759,277
819,318

1
177,248
4,007,389

5.7 0

4,184,638
$ 5,766,780

Page 4
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FMI CAPITAL ADVISORS, INC.

Statement of Operations
For the Year Ended December 31, 2016

Revenues

Costs and expenses:

Salaries, compensation and benefits 5,407,787
General and administrative 2,018,080
Sales and travel 1,224,669

Total costs and expenses

Net income

See notes to financial statements.

$ 9,711,330

8,650,536

§ 1,060,794

Page 5




FMI CAPITAL ADVISORS, INC.
Statement of Stockholder’s Equity
For the Year Ended December 31, 2016

Additional
Common Stock Paid-in Retained
Shares Amount Capital Earnings Total
Balance, December 31, 2015 275§ 1 $§ 177,248 $2,946,595 $3,123,844
Net income - - - 1,060,794 1,060,794
Balance, December 31,2016 275 $ 1 $ 177248 $4,007389 $4,184,638
See notes to financial statements. Page 6



NI NS NSNS NS NS NN N N
R N A N N I G

FMI CAPITAL ADVISORS, INC.
Statement of Cash Flows
For the Year Ended December 31, 2016

Cash flows from operating activities
Net income

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

Changes in assets and liabilities:

Accounts receivable
Accrued compensation
Accounts payable
Deferred revenue
Due to related party

Total adjustments

Net cash provided by operating activities
Net increase in cash and cash equivalents

Cash and cash equivalents as of beginning of year

Cash and cash equivalents as ofend of year

See notes to financial statements.

$

(11,976)

(128,041)

(5,713)
32,899
1,032.857

$ 1,060,794

920.026

1.980.820
1,980,820
_3.666.043

§ 5,646,863

Page 7



FMI CAPITAL ADVISORS, INC.

Notes to Financial Statements
December 31, 2016

NOTE 1 - DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

FMI Capital Advisors, Inc. ("the 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 provides financial advisory services to the construction industry.
These services include: mergers and acquisitions, business valuations, due diligence, divestitures,
management buyouts, recapitalizations, and capital placement services. The Company does not
maintain custody of client funds or engage in firm trading, brokerage activities or securities
trading. The Company is a wholly owned subsidiary of FMI Corporation (“Parent”), a North
Carolina Subchapter S Corporation which provides management consulting, training, and
investment banking services to the engineering construction, infrastructure and the built
environment.

The following is a summary of the more important accounting principles and policies followed
by the Company:

Basis of Presentation

The accounting and reporting policies of the Company are in accordance with accounting
principles generally accepted in the United States of America (US GAAP). The more significant
of these policies used in preparing the Company's financial statements are described in this
summary.

Revenue and deferred revenue

Investment Banking - The Company enters into contracts with customers to provide investment
banking services. These contracts generally contain an upfront fee with a success fee that is
contingent upon the closing of a transaction. The Company records the upfront fee as deferred
revenue and amortizes the amount to revenue over the estimated contractual relationship period
of 12 months. The contingent success fee is recognized as revenue upon the achievement of the
contingent event, which is generally the successful closing of the transaction.

Billable Expenses - The Company bills its customers for certain travel and other expenses
incurred in accordance with the terms of its contracts. The Company records these
reimbursements as revenue in the period in which the cost is incurred and the revenue is earned.
For the year ended December 31, 2016, included in revenue is $231,364 of billable expenses.
The Company includes the costs incurred for these billable expenses as a component of sales and
travel expense. For the year ended December 31, 2016, the cost incurred and included in sales
and travel expense approximated the related revenues.

Accounts Receivable

The Company carries its accounts receivable net of an allowance for doubtful accounts.
Accounts receivable balances are evaluated on a regular basis, and allowances are provided for
potentially uncollectible customer accounts based on management estimates. Allowance

Page 8
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FMI CAPITAL ADVISORS, INC.
Notes to Financial Statements
December 31, 2016

NOTE 1 - DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

adjustments are charged to bad debt expense in the period in which the related facts causing
adjustment become known. As of December 31, 2016, management recorded an allowance for
doubtful accounts of $39,458. Generally, the Company requires no collateral from its customers
and does not assess finance charges on delinquent accounts.

Advertising

The Company expenses all advertising costs as incurred. Advertising costs were $193,520 for
the year ended December 31, 2016.

Income Taxes

The Company has elected under the Internal Revenue Code ("IRC") to be taxed as a qualified
Subchapter S Subsidiary ("Qsub") of the Parent. Under the Qsub election, the Company is
disregarded for United States tax purposes and therefore, all income or loss flows through to the
Parent's S-corporation tax return. In lieu of corporate income taxes, the stockholders of an S-
corporation are taxed on their proportionate share of the Company's taxable income. Therefore,
no provision or liability for federal or state income taxes has been made. ‘

The Company recognizes the tax effect from an uncertain tax position only if it is more likely
than not that the tax position will be sustained on examination by the taxing authority, based on
the technical merits of the position.

Use of estimates

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

Subsequent events

In preparing these financial statements, the Company has evaluated events and transactions for
potential recognition or disclosure through February 21, 2017, the date the financial statements
were available to be issued.

NOTE 2 - RELATED PARTY TRANSACTIONS

The Company is a wholly-owned subsidiary of the Parent, a management consulting and

services firm serving the construction industry.

Page 9



FMI CAPITAL ADVISORS, INC.

Notes to Financial Statements
December 31, 2016

The Company and the Parent have entered into a Financing, Expense Sharing and Accounting
Agreement ("Agreement"). In accordance with the terms of the Agreement, the Parent charges
the Company a portion of the general and administrative expenses incurred by the Parent. These
expenses include: (a) corporate management and administrative salaries, wages and benefits; (b)
corporate director fees; (c) shared facilities costs; (d) corporate marketing, communications, and
database maintenance; (e) information technology costs; (f) general liability and other insurance
costs; (g) general company training, recruiting, relocation, and certain other travel and
entertainment expenses; (h) company legal, accounting, and consulting fees; and (i) other
miscellaneous corporate general and administrative expenses. The amount due to the Parent
consists of the expenses named above. For the year ended December 31, 2016, included in
general and administrative expenses was $1,470,035 of allocated costs charged to the Company
under this Agreement.

Certain employees of the Company provide services to the Parent or other divisions within the
Parent. In addition, certain employees of the Parent provide services to the Company. For the
year ended December 31, 2016, the net amount of salary and benefits charged to the Parent by
the Company was $162,360.

NOTE 3 - CONCENTRATION OF CREDIT RISK

The Company's business activity is exclusively with customers in the construction industry. This
industry concentration of customers sets up a concentration of credit risk with respect to trade
receivables. Customer account balances are evaluated on a regular basis, generally no collateral
is required. Losses pertaining to those credit risks, in the aggregate have not exceeded
management's expectations.

The Company maintains its cash in bank deposits which, at times, may exceed federally- insured
limits. The Company has not experienced any losses in such accounts. The Company believes
it is not exposed to any significant credit risk on cash.

NOTE 4 - MAJOR CUSTOMERS

One customer accounted for approximately 50.6% of the total accounts receivable as of
December 31, 2016. Two customers accounted for 44.1% of total revenue for the year ended
December 31, 2016.

NOTE 5 - EMPLOYEE BENEFIT PLAN

The Company's employees are eligible to participate in the 401(k)-retirement savings plan (the
"Plan") of the Parent. After one year of employment with the Company, each participant is
eligible to receive an employer contribution of 5% of compensation each year. Collectively, the
Parent and Company also reserve the right to make an additional discretionary contribution to
the participants of the Plan each year. For the year ended December 31, 2016, an additional
discretionary 5% of compensation to each participant was contributed. The total employer
contributions and plan expense paid by the Company for the year ended December 31, 2016 was
$361,982.

Page 10



FMI CAPITAL ADVISORS, INC.

Notes to Financial Statements
December 31, 2016

NOTE 6 - COMMITMENTS

The leases for office space used by the Company are between the applicable landlord and the
Parent. The Company is not a guarantor on any lease obligations or other obligations of the
Parent. The Company is charged for usage of the office space through the Agreement with the
Parent.

NOTE 7 - SUBORDINATED LIABILITIES

The Company had no existing subordinated liabilities during 2016 as described in Appendix D
to the SEC Uniform Net Capital Rule (Rule 15¢3-1). Therefore, the "Statement of Changes in
Liabilities Subordinated to Claims of General Creditors" is not required.

NOTE 8 - NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires the
maintenance of a minimum amount of net capital. The Rule requires that the Company have a
minimum net capital of $105,476 at December 31, 2016, as defined, and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. As of
December 31, 2016, the Company had net capital, as defined, of $4,183,646, which was
$4,078,170 in excess of the requued net capital, and its ratio of aggregate mdebtedness to net
capital was 0.3782 to 1.

Page 11
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FMI CAPITAL ADVISORS, INC. Schedule 1
Computation of Aggregate Indebtedness and Net Capital Under Rule 15¢3-1

of the Securities and Exchange Commission
December 31, 2016
Aggregate indebtedness

Items included in statement of financial condition

Accounts payable, deferred revenue and accrued liabilities $1,582,142
Net Capital
Total stockholder’s equity from statement of financial condition $4,184,638
Less:

Non-allowable assets (deposit at FINRA) 992
Net capital £4,183.646
Computation of Basic Net Capital Requirement
Minimum net capital required (the greater of $5,000 or 67 % of

Aggregate indebtedness) $ 105476
Minimum dollar requirement $ 5000
Net capital requirement $ 105476
Excess net capital $.4,078,170
Percentage of aggregate indebtedness to net capital 37.82 %

Note: The above computations do not differ materially from the Company’s computations, as

shown in its FOCUS Report Form X-17A-5 Part II-A, dated December 31, 2016.

Page 14



FMI CAPITAL ADVISORS, INC. Schedule 2
Statement Regarding SEC Rule 15¢3-3
December 31, 2016

Computation for Determination of the Reserve Requirements Under Rule 15¢3-3 of the SEC:

The Company operates under the exemptive provisions of Paragraph (k)(2)(i) of SEC Rule 15¢3-3.
Information Relating to Possession or Control Requirements Under Rule 15¢3-3 of the SEC:

The Company is subject to the exemptive requirements of SEC Rule 15¢3-3 and did not maintain
possession or control of any customer funds or securities for the year ended December 31, 2016.

Page 15



FMI

FMI Capital Advisors, Inc. Exemption Report

FMI Capital Advisors (the “Company”) is a registered broker-dealer subject to Rule 17a-5
promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, “Reports to be
made by certain brokers and dealers”). 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:

(1) The Company claimed an exemption from 17 C.F.R. § 240.15¢3-3 under the following
provisions of 17 C.F.R. § 240.15¢3-3 (k): (k)(2)(i) during the period January 1, 2016 to
December 31, 2016.

(2) The Company met the identified exemption provisions in 17 C.F.R. § 240.15¢3-3(k)
throughout the most recent fiscal year without exception.
FMI Capital Advisors, Inc.

I, Tim Huckaby, swear (or affirm) that, to my best knowledge and belief, this Exemption Report
is true and correct.

Tim Huckaby
President and Sr. Managing Director

By:

February 20,2017

Industry Focus. Powerful Results.
FMI Corporation « 5171 Glenwood Avenue, Suite 200 « Raleigh, NC 27612 « 919.787.8400 « www.fminet.com




DIXON HUGHES GOODMAK 1+

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
of FMI Capital Advisors, Inc.

We have reviewed management's statements, included in the accompanying Exemption Report, in which
(1) FMI Capital Advisors, Inc. (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)(i) (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 provisicns. 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)(i) of Rule 15¢3-3 under the Securities Exchange Act of 1934.

Raleigh, North Carolina
February 21, 2017
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X0 HUGHES GOODHAN

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON APPLYING AGREED-
UPON PROCEDURES

Board of Directors of FM| Capital Advisors, Inc.

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934 and with the SIPC Series
600 Rules, we have performed the procedures enumerated below with respect to the accompanying
General Assessment Reconciliation (Form SIPC-7) to the Securities Investor Protection Corporation (SIPC)
for the year ended December 31, 2016, which were agreed to by FMI Capital Advisors, Inc. (the "Company”),
the Securities and Exchange Commission, Financial industry Regulatory Authority, Inc., and SIPC, solely
to assist you and the other specified parties in evaluating the Company's compliance with the applicable
instructions of Form SIPC-7. The Company’s management is responsible for the Company’s compliance
with those requirements. This agreed-upon procedures engagement was conducted in accordance with
attestation standards established by the Public Company Accounting Oversight Board (United States). 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,
noting no differences;

2) Compared the amounts reported on the audited Form X-17A-5 (FOCUS Report) for the year ended
December 31, 2016 with the amounts reported in Form SIPC-7 for the yearended December 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; and

5) Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7
on which it was originally computed, noting no differences (if applicable).

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.

Raleigh, North Carolina
February 21, 2017
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prafit from management of or participaion in underwriling of distribution of securitis.

{7} Nel foss from securilies in invesment aceoumis.

C {4) Intgrast and dividend expenze deducted in detaraining item 2a.

Total additians

¢. Deduclions:

{1} Revenues [rom (he digtributian of shares of & regisierad open end nw sf"\ml companv m unil

C investment tinsl, from the sats of variable annvities, §

- advisorsorvices-rendered-te registerad Tive
. acconts, and from transaciions in securily fufures p

(2} Revenues {rom commodily fransaclions.

(3} Commissicns, lloor brokerage and clearance poid 1o ¢ther SIPC mambers in connection with
sacusities transaclions.

{4 Reimbursernants for postaga in cannection with proxy ,clmtalmu

{5) Nel gain from securities in invesimeni accounis.

{6} 100% of commissions and warkups earnad lrom ransaciions in (i) cartifizates of deposit and

L3
{ii) Troasury bilts, hankers acceplances or comumereial paper that malure ning months or less
from issuance date.

(7) Giract expenaes of printing adverlising and legal fees ineurted in connestlon wilh ofher ravaaue
related 1o the securilies business (revenue defined by Section 16{9)L) of the Aet).

{6) Othwr revaaye no! related either directly ot indirectly lo the securilias business.
1Ses Instruction C):

{Deductions ir excass of $100,000 require documeniation)

(9) (i) Tolal interest and dividead expaase (FOCUS Ling 22/PART A Line 13
Goie 4075 plus line 2h{e) aboves bul nal in sxsess
of Iotal interest and dividend income. §

{if) 40% of maryin inlerest sarned on custamers seeniitias

accounts (40% ol FOCUS linz 5, Code 23501, ‘ $

Enter the grealer o tine (i or {ii}

Total deductions

2d. SIPC Nel Operating Revenusgs

s 2,71, 329
7Y 27%

) i

2. Canaral Asse

anl @ Be?

I




