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OATH OR AFFIRMATION

1, Carol 8. Boone, President , swear {(or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
N.L.S. Financial Services, Inc.

, @S
of December 31 ,2018 _ 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:
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IF s November 2, 2018 Signatare
2‘%,%.§E.F}¥.-§§ Jackson Counly. &
LOFMRY Commission #14108634 President

Title
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Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

{b) Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors” Capital.

(f) 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.

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

(i} 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 unaundited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oazth or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(u) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

HOOROBEBRBE
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**For conditions of confidential treatwent of certain portions of this filing, see section 240.17a-5(¢j(3).



N.L.S. Financial Services, Inc.
December 31, 2016 and 2015
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limited.
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Report of Independent Registered Public Accounting Firm

Audit Committee, Board of Directors and Shareholder
N.LS. Financial Services, Inc.
Kansas City, Missouri

We have audited the accompanying statements of financial condition of N.LS. Financial Services, Inc.
(the “Company”) as of December 31, 2016 and 2015, and the related statements of income, changes in
shareholder’s equity and cash flows for the years 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 audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audits 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
audits provide 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 2015, and the results of its operations
and its cash flows for the years then ended in conformity with accounting principles generally accepted in
the United States of America.

The computation of net capital under Rule 15¢3-1 as of December 31, 2016 (“supplemental information™)
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.

BED L

Kansas City, Missouri
February 13, 2017

Praxjty.:

GLOBAL ALLIANCE OF
INDEPENDENT FIRMS




N.L.S. Financial Services, Inc.
Statements of Financial Condition
December 31, 2016 and 2015

Assets

Cash and cash equivalents
Restricted cash for the exclusive use of customers

Total cash and cash equivalents

Receivables
Concessions
Accrued interest
Other
Affiliates

Other Assets

investments, at market

Total assets

Liabilities and Stockholder's Equity

Liabilities

Accrued commissions

Due to broker

Payabile to parent for federal income tax
State income tax payable

Other

Total liabilities

Stockholder’s Equity
Common stock, $1 par value; 30,000 shares authorized,

20,000 shares issued and outstanding
Additional contributed capital
Retained earnings

Total stockholder’s equity

Total liabilities and stockholder’s equity .

See Notes to Financial Statements

2016 2015
$ 1,352,177 $ 1,615,012
700,000 700,000
2,052,177 2,315,012
1,586,823 1,594,479
30,026 -
- 205
31,206 19,238
5,299 2,718
8,203,264 7,999,960
$ 11,908,795 $11,931,612
$ 581,370 $ 596,449
31,206 19,238
135,963 146,394
34,747 40,380
111,159 104,775
894,445 907,236
20,000 20,000
80,042 80,042
10,914,308 10,924,334
11,014,350 11,024,376
$ 11,908,795 $11,931,612




N.I.S. Financial Services, Inc.
Statements of Income
Years Ended December 31, 2016 and 2015

2016 2015
Income
Concessions $8,740,815 $9,309,007
Interest 63,199 18,357
Net unrealized gains on investments 2,356 172
Other 12,664 4,922
Total income 8,819,034 9,332,458
Expenses
Commissions 3,297,670 3,572,189
Salaries and related benefits 588,404 539,611
Licenses and registration fees 77,980 84,127
Service fees 681,383 671,919
Other operating expenses 182,219 182,573
Total expenses 4,827,656 5,050,419
Income Before Taxes 3,991,378 4,282,039
Provision for Income Taxes 1,601,404 1,720,299
Net Income $2,389,974 $2,561,740

See Notes to Financial Statements



N.L.S. Financial Services, Inc.
Statements of Changes in Stockholder’s Equity
Years Ended December 31, 2016 and 2015

Balance, January 1, 2015

Net income

Cash dividends ($110 per share)
Balance, December 31, 2015

Net income

Cash dividends ($120 per share)

Balance, December 31, 2016

See Notes to Financial Statements

Additional
Common Contributed Retained
Stock Capital Earnings Total
$ 20,000 $ 80,042 $10,562,594 $10,662,636
- - 2,561,740 2,561,740
- - (2,200,000) (2,200,000)
20,000 80,042 10,924,334 11,024,376
- - 2,389,974 2,389,974
- - (2,400,000) (2,400,000)
$ 20,000 $ 80,042 $10,914,308 $11,014,350




N.L.S. Financial Services, Inc.
Statements of Cash Flows
Years Ended December 31, 2016 and 2015

Operating Activities
Net income
Items not requiring (providing) cash
Net unrealized gains on investment
Amortization (accretion) of bonds
Changes in
Concession receivable
Accrued interest
Other receivables
Affiliate receivables
Other assets
Accrued commissions
Payable to parent for federal income tax
Due to broker
State income tax payable
Other liabilities

Net cash provided by operating activities

Investing Activities
Purchases of investments
Proceeds from maturities of investments

Net cash used in investing activities

Financing Activities
Dividends paid

Net cash used in financing activities

Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Supplemental Cash Flows Information
Income taxes paid

See Notes to Financial Statements

2016 2015
$2,389,974 $2,561,740
(2,356) (172)
7,380 (18,357)
7,656 51244
(30,026) -
205 1,753
(11,968) 24,958
(2,581) 4,490
(15,079) (15627)
(10,431) (31,722)
11,968 (24,958)
(5.633) (7,767)
6,384 4,089
2,345,493 2,549,671
(8,208,328) (7,981,446)
8,000,000 7,500,000
(208,328) (481,446)
(2,400,000) (2,200,000)
(2,400,000) (2,200,000)
(262,835) (131,775)
2,315,012 2,446,787
$2,052,177 $2,315,012
$1,617,468 $1,759,789




N.L.S. Financial Services, Inc.
Notes to Financial Statements
December 31, 2016 and 2015

Note 1: Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

N.1.S. Financial Services, Inc. (the “Company”}, a wholly owned subsidiary of CNS Corporation
(“CNS"), is a broker-dealer registered with the Securities and Exchange Commission (SEC). The
Company is a member of The Financial Industry Regulatory Authority (FINRA). The Company acts
as an agent in regard to the sale of mutual funds to policyholders of Ozark National Life Insurance
Company (“Ozark”), also a wholly owned subsidiary of CNS.

Cash Equivalents

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

The Company has segregated funds in a special cash reserve account for the exclusive use of
customers under Rule 15¢3-3 of the Securities and Exchange Commission.

At December 31, 2016, the Company’s cash accounts exceeded federal insured limits by
approximately $1,804,000.

Accounts Receivable

Accounts receivable are stated at the amounts billed to customers. The Company provides an
allowance for doubtful accounts, which is based upon a review of outstanding receivables, historical
collection information and existing economic conditions. Accounts receivable are ordinarily due 30
days after the transaction period (monthly and quarterly). Accounts past due more than 120 days
are considered delinquent. Delinquent receivables are written off based on individual credit
evaluation and specific circumstances of the customer.

Brokerage Income Recognition

Concession income and the related commission expense are recognized on trade date. Substantially
all concession income is received from Pioneer Funds Distributor, Inc., which acts as principal
underwriter of the Pioneer Funds.

Fair Value of Financial Instruments

The carrying amounts reported in the statements of financial condition for cash and cash equivalents,
receivables and all liabilities approximate those assets’ and liabilities’ fair value because of their
short-term nature.



N.L.S. Financial Services, Inc.
Notes to Financial Statements
December 31, 2016 and 2015

Investments consist of U.S. Government securities and are valued at their quoted market value
with the resulting unrealized gain or loss included in operations.

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
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 revenues and expenses during
the reporting period. Actual results could differ from those estimates.

Subsequent Events

Subsequent events have been evaluated through the date of the Report of Independent Registered
Public Accounting Firm, which is the date the financial statements were issued.

Note 2: Income Taxes

Deferred tax assets and liabilities are recognized for the tax effects of differences between the
financial statement and tax bases of assets and liabilities. A valuation allowance is established to
reduce deferred tax assets if it is more likely than not that a deferred tax asset will not be realized.

The Company joins with CNS in filing a consolidated federal income tax return. In accordance with
an intercompany tax allocation arrangement, the Company recognizes federal income tax
expense and remits to CNS an amount computed at the maximum statutory rate. The Company
also recognizes state income tax expense and remits the computed amount directly to the state or
to CNS if the state allows the filing of a consolidated return. During 2016 and 2015, the Company
made federal and some state income tax payments to CNS of $1,558,437 and $1,702,423,
respectively, and state income tax payments directly to the states totaling $59,031 and $57,366,
respectively.

The Company is no longer subject to federal and state tax examinations by tax authorities for years
before 2013.

Note 3: Related Party Transactions

Service Agreement

The Company has a service agreement with its parent in which office space, equipment, and
information technology services are provided to the Company. The agreement requires the
Company to pay for office space and equipment based on square footage and other sefvices
based on the total Company accounts {(mutual fund accounts). This allocation is adjusted annually
on September 1. The Company incurred expenses totaling $681,383 and $671,919 under this
service agreement for the years ended December 31, 2016 and 2015, respectively.



N.1.S. Financial Services, Inc.
Notes to Financial Statements
December 31, 2016 and 2015

Note 4: Net Capital Requirements

The Company is required to maintain minimum net capital as defined by Rule 15¢3-1 under the
Securities Exchange Act of 1934. Rule 15¢3-1 requires minimum net capital to be the greater of
$5,000 or 6%/3% of aggregate indebtedness.

The Company's ratio of aggregate indebtedness to net capital as defined in the Securities and
Exchange Commission’s Uniform Net Capital Rule 15c3-1 was .09 to 1 as of December 31, 2016.
The Company is required by regulatory authorities to maintain a ratio of less than 15to 1. The
Company had net capital, as defined, of $9,521,661 as of December 31, 2016, which exceeded the
required net capital by $9,462,031.

Note 5: Cash Dividends

The Company declared and paid cash dividends to CNS in the amount of $2,400,000 and
$2,200,000 for the years ended 2016 and 2015, respectively. The Company anticipates making
normal distributions to CNS in the future based upon profitability.

Note 6: Employee Benefit Plans

The Company participates in Ozark’s defined contribution plan, covering all eligible employees.
The contribution is solely based on the discretion of the Company. An eligible employee becomes
vested in the Company contribution under a six-year graded vesting schedule. The Company’s
portion of the Plan’s expense was $28,080 and $30,600 for years ended December 31, 2016 and
2015, respectively.

Note 7: Significant Estimates and Concentrations

Accounting principles generally accepted in the United States of America require disclosure of
certain significant estimates and current vulnerabilities due to certain concentrations. Those matters
include the following:

Concession Income and Concession Receivables

Substantially all of the Company’s concession income and receivables result from transactions with
one broker-dealer. The Company does not require collaterat to support the receivables, but closely
monitors its business with the entity to ensure amounts are settied timely. The Company has
concentration of credit risk with respect to these receivables.



N.L.S. Financial Services, Inc.
Notes to Financial Statements
December 31, 2016 and 2015

Note 8: Contingencies

General Litigation

The Company is subject to claims and lawsuits that arise primarily in the ordinary course of
business. ltis the opinion of management that the disposition or ultimate resolution of such claims
and lawsuits will not have a material adverse effect on the financial position of the Company. No
amounts have been accrued in the financial statements for outstanding lawsuits; however, due to
the uncertainty involved in these matters, the ultimate outcome could differ materially.

FINRA Examinations

In a letter dated November 17, 2006, FINRA informed the Company of a potentially significant
violation of Securities and Exchange Commission (SEC) Rule 15¢3-3 of the Securities and
Exchange Act of 1934. In 2006, the Company resolved the past Rule 15c3-3 violation issues
through a Letter of Acceptance, Waiver and Consent (AWC) with FINRA, the Company is still in the
process of requesting exemptive relief from Rule 15¢3-3 from the SEC.

FINRA’s most recent examination of the Company began November 29, 2016 and was ongoing as
of December 31, 2016.

Management does not believe the impact of the possible violation of Rule 15¢3-3 or the results of
the most recent FINRA examination will have a material adverse impact on the overall financial
position of the Company; however, due to the uncertainty nature of these matters, the ultimate
impact on the financial position of the Company could vary materially.

Note 9: Off-Balance Sheet Risk

In the normal course of business, the Company’s customer activities involve the execution, setlement
and financing of various customer securities transactions. These activities may expose the Company
to off-balance sheet risk in the event the customer is unable to fulfill its contracted obligations and the

Company has to purchase the financial instrument underlying the contract at a loss.

Note 10: Disclosures About Fair Value of Assets and Liabilities

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. Fair value
measurements must maximize the use of observable inputs and minimize the use of unobservable
inputs. There is a hierarchy of three levels of inputs that may be used to measure fair value:

Level1 Quoted prices in active markets for identical assets or liabilities



Level 2

N.L.S. Financial Services, Inc.

Notes to Financial Statements
December 31, 2016 and 2015

Observable inputs other than Level 1 prices, such as quoted prices for similar assets

or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data for substantially the
full term of the assets or liabilities

Level 3

significant to the fair value of the assets or liabilities

Unobservable inputs that are supported by little or no market activity and that are

Following is a description of the valuation methodologies and inputs used for assets measured at
fair value on a recurring basis and recognized in the accompanying statements of financial
condition, as well as the general classification of such assets pursuant to the valuation hierarchy.

Investment Securities

Where quoted market prices are available in an active market, securities are classified within
Level 1 of the valuation hierarchy. As of December 31, 2016 and 2015, the Company had no
Level 1 investments. If quoted market prices are not available, then fair values are estimated by
using pricing models, quoted prices of securities with similar characteristics or discounted cash
flows. Level 2 securities include U.S. Government securities. In certain cases where Level 1 or
Level 2 inputs are not available, securities are classified within Level 3 of the hierarchy, and as of
December 31, 2016 and 2015, the Company had no Level 3 investments.

The following table presents the fair value measurements of assets recognized in the
accompanying statements of financial condition measured at fair value on a recurring basis and the
level within the fair value hierarchy in which the fair value measurements fall at December 31, 2016

and 2015:

December 31, 2016
U.S. Treasury Note

December 31, 2015
U.S. Treasury Bill

Fair Value Measurements Using

Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Fair Value Assets Inputs Inputs
(Level 1) {Level 2) {Level 3)
$ 8,203,264 $ - $ 8,203,264 $ -
$ 7,999,960 $ - $ 7,999,960 $ -

10
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N.1.S. Financial Services, Inc.
Computation of Net Capital Under Rule 15¢3-1
December 31, 2016

Aggregate Indebtedness $ 894,445

Stockholder’s Equity $11,014,350

Less Nonallowable Assets
Receivables and other assets (1,492,689)
Haircuts on securities -

Net capital 9,521,661
Less net capital requirements - greater of $5,000 or 6 2/3% of
aggregate indebtedness (59,630)
Net capital in excess of requirement $ 9,462,031
Ratio of Aggregate Indebtedness to Net Capital .09t 1

Note: The Company is in process of requesting exemptive relief with Rule 15¢3-3 (see Note 8).

Note: There were no material differences between the computation of net capital and the basic net
capital requirement computation included in these financial statements with those previously
reported by the Company in the unaudited FOCUS Report Part 11 A

11
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N.IL.S. Financial Services, Inc. Exemption Report

N.I.S. Financial Services, Inc. (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):

(1) The provisions of this section shall not be applicable to a broker or
dealer meeting all of the following conditions:

(i) The broker's or dealer's fransactions as dealer (as principal for its
own account) are limited to the purchase, sale, and redemption of
redeemable securities of registered investment companies or of interests
or participations in an insurance company separate account, whether or
not registered as an investment company; except that a broker or dealer
transacting business as a sole proprietor may also effect occasional
transactions in other securities for its own account with or through
another registered broker or dealer;

(ii) The broker's or dealer's hancactlﬁns as broker (agent) are limited to:

*(a) The sale and redemption of redeemable securities of registered
investment companies or of interests or participations in an insurance
company separate account, whether or not registered as an investment
company;

(b) the solicitation of share accounts for savings and loan associations
insured by an instrumentality of the United States; and

(c) the sale of securities for the account of a customer to obtain funds for
immediate reinvestment in redeemable securities of registered
investment companies; and

(iii} The broker or dealer promptly transmits all funds and delivers all
securities received in connection with its activities as a broker or dealer,

OZARK NATIONAL LIFE BUILDING, 500 EAST 9TH, KANSAS CITY, MISSOURI 64106 816/842-8685



and does not otherwise hold funds or securities for, or owe money or
securities to, customers.

(iv) Notwithstanding the foregoing, this section shall not apply to any
insurance company which is a registered broker-dealer, and which
otherwise meets all of the conditions in paragraphs (k)(1) (i}, (ii), and
(iii) of this section, solely by reason of its participation in transactions
that are a part of the business of insurance, including the purchasing,
selling, or holding of securities for or on behalf of such company’s
general and separate accounts.

(2) The Company met the identified exemption provisions in 17 CER. § 240.15¢3-3(k)(1)
throughout the most recent fiscal year without exception.

N.LS. Financial Services, Inc.

I, Carol S. Boone, affirm that, to my best knowledge and belief, this Exemption Report is true and
correct.

Title: President

January 2374, 2017
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Report of Independent Registered Public Accounting Firm

Audit Committee, Board of Directors and Shareholder
N.I.S. Financial Services, Inc.
Kansas City, Missouri

We have reviewed management’s statements, included in the accompanying N.I.S. Financial Services,
Inc. Exemption Report, in which (1) N.I.S. Financial Services, 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: paragraph (k) (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 conditions set forth in paragraph (k) (1) of Rule 15¢3-3 under the Securities Exchange Act of 1934.

BKED Lp

Kansas City, Missouri
February 13, 2017

Praxity

GLOBAL ALLIANCE OF
(NDEPENDENT FIRMS




N.L.S. Financial Services, Inc.

Schedule of Form SIPC-3 Revenues for the year ended 12/31/2016

Amount($) | Business activities through which revenue was earned

$0 Business conducted outside the United States and its territories
and possessions

$0 Distribution of shares of registered open end investment
companies or unit investment trusts

$0 Sales of variable annuities

$0 Insurance commissions and fees

$0 Investment advisory services to one of more registered
investment companies or insurance company separate accounts

$0 Transactions in securities futures products

$0 Total Revenues
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Independent Registered Public Accounting Firm’s Agreed-Upon Procedures
Report Related to an Entity’s Exclusion from SIPC Membership

Audit Committee and Board of Directors
N.LS. Financial Services, Inc.
Kansas City, Missouri

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedure enumerated below with respect to N.I.S. Financial Services, Inc.’s (the “Company”)
Certification of Exclusion From Membership (Form SIPC-3) to the Securities Investor Protection
Corporation (SIPC) for the year ended December 31, 2016, which were agreed to by the Company and
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 the Certification of Exclusion From Membership. The Company’s management is
responsible for 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 this procedure is solely the responsibility of those
parties specified in this report. Consequently, we make no representation regarding the sufficiency of the
procedure described below either for the purpose for which this report has been requested or for any other
purpose. The procedure we performed and our finding is as follows:

1. We noted no inconsistencies between the Certification of Exclusion From Membership (form
STPC-3) and the income reported.

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.

BED L

Kansas City, Missouri
February 13,2017

Praxity.:
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D(i) s, pnncxpal business, in the determination of SIPC, taking into account business of affiliated

SeC‘UTZHES Investor Protectzon Corparatzon cnmles, is conducted outside the Unjted States and its temitories and possessions;*

1667 K Street NW, Ste 10000

business as a broker-dealer is expected to consist exclusively of

. E (I')'!‘ the distribution of shares of registered open end investment companies Of uni inv t trusts;
WaSh]D.gtOl’l, DC 20006- 1620 (lI) the sale of vanable annuities;
) (UI) the business of insurance;
) Forwal‘dmg 3nd Address Corre‘:tlon RequeSted D -+ (IV) 'the business of rendering investment advisory services to one or more Tegistered investment

oompam:s or insurance company Separate accOUAts;
15 US.C. 780(bX1IXA) as a broker-dealer with Tespect to transactions in

futares 3
Pyrsiant tS%s s form (detailed below).

L\ - X
B, Authorized Signature/Title caoror, 5. BoONE, Date 01/22/2016
(?] 8- T T T R ' PRESIDENT
e 8-015919 FINRA  DEC 12/30/1970
: ('? N I S FINANCIAL SERVICES INC Securities Investor Protection Corporation

{J 500 E 9TH ST . 1667 K Street NW, Ste 10000

& . EANSAS CITY, MO 64106 Washington, DC 200056-1620

Form SIPC-3 FY 2016_

'Certgf catwn of Excluszon From Membershtp :
TO BE FILED BY.A: BROKER DEALER WHO CLAIMS

. INVESTOR PROTECTION CORPORATION ("SIPC") UNDE :
PROTECT ION ACT OF 1970 ( 'IPA") L o

CLUSION FROM MEMBERSHIP IN THE SECURITIES
ECTION 78cce(a)(2XA) OF THE SECURITIES INVESTOR

o " The above broker—dea.ler cerhﬁ that‘dunn the year ending December 31, 2016__ its business as a broker-dealer is expected to
CL con51st exclusively of one or more ofthe followmg (check appropnate box%)

O 6 its pnn busmess, in the deterxmnancn of SIPC taking into account business of affiliated entmes is
: conducted outside the Umted States and ns territories and possessions;*

(u) its business as a broker-dealer is exp to consist excluswely of

L .(I)  the distribution of shares of reglstered open end investment companies or unit investment trusts;
.. (I) thesale of variable annuities; .

KBk (II[} the business of insurance;

| - -,(IV) the business of rendermg investme;

' insurance company separate accounts; . .

O Cm) it is registered pursuant to 15 U S C. 780(b)(1 1)(A) as a broker-dealer with respect to transactions in securities
futu.res products :

and that, therefo “under sectlon 780cc(a)(2)(A) of SIPA it 1s € Iuded from membership in SIPC.

visdry se'rvices to one or more registered investment companies or

*If you have any gue

¢ forexgn exclusxon pr. _
at askmpc@sxpc org to requ 1

please contact SIPC via telephone at 202-371-8300 or e-mail
ion questlonna]re - )

Interest on Assessmenrs. ;:j :

. If any broker or dealer has incorrectly filed:a claun for excluswn 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 unpald assessment for
. each day it has not been pald since.  the dateé on which it should have been paid.

- In the event-of any. subsequent changé in the business of the. igned broker-dealer that would terminate such broker-dealer's
exclusion ﬁ'ommembershlp in SIPC pursuant to section 7Scec(a)(2)(A) of the SIPA, the undersigned broker-dealer will immediately
give SIPC wntten nonce fnereof and make payment of all ass Sments_dlereaﬂer requlred under section 78ddd(c)of the STPA.

Sign, date and return tlus form no later than 30 days after»the begmnmg of the year, using the enclosed return envelope.

Retain a copy of thls ‘form for a perlod of not less than 6 years, ‘the latest 2 years in an easily accessible place.
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Report of Independent Registered Public Accounting Firm

SEC
_ Mail Processing
Audit Committee, Board of Directors and Shareholder Section
N.IL.S. Financial Services, Inc.
Kansas City, Missouri FFR 282017

Washington DC
We have audited the accompanying statements of financial condition of N.LS. Financial Servipgs; Inc.
(the “Company”) as of December 31, 2016 and 2015, and the related statements of income, changes in
shareholder’s equity and cash flows for the years 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 audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audits 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
audits provide 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 2015, and the results of its operations
and its cash flows for the years then ended in conformity with accounting principles generally accepted in
the United States of America.

The computation of net capital under Rule 15¢3-1 as of December 31, 2016 (“supplemental information™)
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.

BED Lp

Kansas City, Missouri
February 13, 2017

AN
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Report of Independent Registered Public Accounting Firm

Audit Committee, Board of Directors and Shareholder
N.1.S. Financial Services, Inc.
Kansas City, Missouri

We have reviewed management’s statements, included in the accompanying N.LS. Financial Services,
Inc. Exemption Report, in which (1) N.L.S. Financial Services, 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: paragraph (k) (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 conditions set forth in paragraph (k) (1) of Rule 15¢3-3 under the Securities Exchange Act.of 1934.

BED P

Kansas City, Missouri
February 13, 2017
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Independent Registered Public Accounting Firm’s Agreed-Upon Procedures
Report Related to an Entity’s Exclusion from SIPC Membership

Audit Committee and Board of Directors
N.I.S. Financial Services, Inc.
Kansas City, Missouri

In accordance with Rule 17a-5(¢)(4) under the Securities Exchange Act of 1934, we have performed the
procedure enumerated below with respect to N.L.S. Financial Services, Inc.’s (the “Company™)
Certification of Exclusion From Membership (Form SIPC-3) to the Securities Investor Protection
Corporation (SIPC) for the year ended December 31, 2016, which were agreed to by the Company and
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 the Certification of Exclusion From Membership. The Company’s management is
responsible for 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 this procedure is solely the responsibility of those
parties specified in this report. Consequently, we make no representation regarding the sufficiency of the
procedure described below either for the purpose for which this report has been requested or for any other
purpose. The procedure we performed and our finding is as follows:

1. We noted no inconsistencies between the Certification of Exclusion From Membership (form
SIPC-3) and the income reported.

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.

BED Lwp

Kansas City, Missouri
February 13,2017
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To the Audit Committee, Board of Directors and Shareholder
N.L.S. Financial Services, Inc.
Kansas City, Missouri

As part of our audit of the financial statements of N.1.S. Financial Services, Inc. (the Company) as of and
for the year ended December 31, 2016, we wish to communicate the following to you.

Auditor’s Responsibility Under Standards of the Public Company Accounting
Oversight Board (United States)

An audit performed in accordance with standards of the Public Company Accounting Oversight
Board (United States) is designed to obtain reasonable, rather than absolute, assurance about the
financial statements. In performing auditing procedures, we establish scopes of audit tests in
relation to the financial statements taken as a whole. Our engagement does not include a detailed
-audit of every transaction. Our engagement letter more specifically describes our responsibilities.

These standards require communication of significant matters related to the financial statement
audit that are relevant to the responsibilities of those charged with governance in overseeing the
financial reporting process. Such matters are communicated in the remainder of this letter or have
previously been communicated during other phases of the audit. The standards do not require the
auditor to design procedures for the purpose of identifying other matters to be communicated with
those charged with governance. '

An audit of the financial statements does not relieve management or those charged with
governance of their responsibilities. Our engagement letter more specifically describes your
responsibilities.

Qualitative Aspects of Significant Accounting Policies and Practices

Sianificant Accounting Policies and Practices

The Company’s significant accounting policies are described in Note 1 of the audited financial
statements. With respect to unusual accounting policies or accounting methods used by the
Company for unusual transactions, we call your attention to the following topics:

No matters are reportable,

Critical Accounting Policies and Practices

Critical accounting policies and practices are those that are both most important to the portrayal of
the Company’s financial position, results of operations and cash flows and require management’s
most difficult, subjective or complex judgments, often as a result of the need to make estimates
about the effect of matters that are inherently uncertain. Critical accounting policies and practices
of the Company, and the reasons why certain policies and practices are considered critical, are
listed below:

No matters are reportable.
Praxjiy:
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Critical Accounting Estimates

Accounting estimates are an integral part of financial statement preparation by management, based
on its judgments. The following areas involve significant estimates for which we are prepared to
discuss management’s estimation process, including significant assumptions that are highly
subjective, and our procedures for testing the reasonableness of those estimates:

No matters are reportable.
Related Party Relationships and Transactions

During the course of the audit, we evaluated the Company’s identification of, accounting for and
disclosure of its relationships and transactions with related parties. We are prepared to discuss the
following matters that have come to our attention:

No matters are reportable.
Significant Unusual Transaction

During the year, the Company entered into the following significant transactions that are outside
the normal course of business for the Company or that otherwise appears to be unusual due to their
timing, size or nature. We are prepared to discuss the policies and practices used to account for
these transactions:

No matters are reportable.
Audit Adjustments

During the course of any audit, an auditor may propose adjustments to financial statement amounts.
Management evaluates our proposals and records those adjustments which, in its judgment, are
required to prevent the financial statements from being materially misstated. Some adjustments
proposed were not recorded because their aggregate effect is not currently material; however, they
involve areas in which adjustments in the future could be material, individually or in the aggregate.

Areas in which adjustments were proposed include:
Proposed Audit Adjustments Recorded
e No matters are reportable
Proposed Audit Adjustments Not Recorded

¢ No matters are reportable
Auditor’s Evaluation of the Quality of Financial Reporting

During the course of the audit, we made the following observations regarding the Company’s
quality of financial reporting:

No matters are reportable.
Fees for Management Services

During 2016, the Company paid no fees to our firm for management consulting services.



Difficult or Contentious Matters for which the Auditor Consulted

During our audit, we consulted outside the engagement team on the following matters, which were
considered difficult or contentious. We are prepared to discuss these matters in detail with you.

No matters are reportable.
Disagreements with Management

The following matters involved disagreements which, if not satisfactorily resolved, would have
caused a modified auditor’s opinion on the financial statements:

No matters are reportable.
Consultation with Other Accountants

During our audit, we became aware that management had consulted with other accountants about
the following auditing or accounting matters:

No matters are reportable.
Significant Issues Discussed with Management

Prior to Retention

During our discussion with management prior to our engagement, the following issues regarding
application of accounting principles or auditing standards were discussed:

¢ No matters are reportable

During the Audit Process

During the audit process, the following issues were discussed or were the subject of
correspondence with management:

¢ No matters are reportable
Difficulties Encountered in Performing the Audit

Our audit requires cooperative effort between management and the audit team. During our audit,
we found significant difficulties in working effectively on the following matters:

No matters are reportable.
Other Material Written Communications

Listed below are other material written communications between management and us related to the
audit:

¢ Management representation letter (attached)

* k k k k k ¥



This letter is intended solely for the information and use of the Audit Committee, Board of Directors,
Shareholder, management and others within the Company and is not intended to be and should not be
used by anyone other than these specified parties.

BEDLwp

Kansas City, Missouri
February 13,2017



N.LS. Financial Services, Inc.
| 500 East 9th Street
Kansas City, Missoviri 64106-2627

February 375 2017
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Ceftified Public Ascountants:

1201 Walnut Street, Suite 1700
Kansas City, Missouri 64106-2246

We are: providing this letter in-:connection -with your audits of the statement$ of financial
conditiofi of N.IS, Financial Services; Inc. (the Company) as of December 31,:2016-and 2015,
and the. related statements of income, changes. in -stockholder’s. €quity :and cash flows for the
years then:ended pursuant.to-Rule 17-85 under the Secupities und Exchange:Act of 1934, and the
related notes to the financial statements and- supplemental “information for the. purpose of
aitly, in all material
the. United States of

expressmg an opinion 8 ta whether the finanicidl statemenits are preserite
réspects, in conforniity with accounting principles generally accepted.
America.

‘We are also providing this letter in conngction with. -your review of our Exémption Report asof
Deceniber 3 [, 2016.

‘We ¢onfirri-that we ai¢ responsible for the fair presentation in -the fingncial statements of
finaricial position, results of opetations and cash flows in conformity with accotinting prmcnples
generally accepted in the United States of America, ‘We aré also responsible for the design;
implementation ‘and maintenance of internal control, relevant to the preparation and. fair
presentation of financial statements and supplementary: information that are free' from material
misstatement, whether due to fraud or error.

Certain representations in this letter are. described as being. limitéd to matters that sre. iaterial..
Iterns aré considered material, regardiess of*size, if they involve: an.omission or misstatement of
accounting information that, in light of surrounding circumstances, makes it probable that the:
Judgment of a reasohable person relying on-the information would be changed or influenced by
the omission or misstatement.

We:confirm, to the best of our knowledge and belief, the: following;

1. The financial statements referred to above are fairly: presented in conformity-with.
accounting principles generally accepted in the United States of America,

2. We have fulfilled our responsibilities, as sef out in the terms of the audit
engagement- letter dated November 11,2016, including our responsibility for the
preparation-and fair presentation of'the finangial statements puisuant to Rule 17a-.
5 under the Securities and Exchange. Act. of 1934, and the related notes to the
financial statements ard supplemental information.



We have made available to-you:
(a) All financial records-and related.data.

(b) All:minutes of stockholder’s and. directors’ meetings:held thiough the date:
of this letter or summaties of‘actions of recentmeetings for which minutes
have not yet been prepared.

(c) Allsignificant contracts,

We. have ‘informed you of all current risks of a material amount that are not
adequately prevented.or-détected by Company procedures with respect to:.

(a) Misappx‘opria._t’ion.Qf‘.a_sscts.
(b) Misrepreserited or misstated assets.or liabilities.

We have disclosed to you all known instarnces of fioncoffipliance or suspected
noncompliance with laws and regulations whese effects should be considered
when preparing. financial statements..

‘We have no reason to believe thie Company owes any penalties or paymefits under.
the Emp]oyer Shared Responsnblhty Provmons of thc Patzent Protectmn and

other agenc1es mdlcatmg such paymems may be due

We understand the potential penaltms for failure: to disclose reportable. fax
transactions to the taxing authorities and have: fully disclosed 16 BKD any atid all
known reportabletax transactions.

‘We ackriowledge our responsibility for the design and implementation of
programs and controls to prevent and detect fraud..

We have no knowledge of any known ':or'-su‘spéﬁbtédi

(@) Fraudulent financial reporting or misappropiation of asséts involving senior
management Of.management.or other employees who haye a significant role
in-internal control,

(5 Fraudulent ﬁnanclal reportmg or mlsapproprlatlon of assets: mvolvmg othérs

We have no knowledge of any allegations- of fraud or suspected fraud. affecting
the Company received in communications from employees, former emplayees,
customers, regulators, suppliers or others;

All securities exchange memberships and pamcxpatlon in Jomt accounts carried
by others have been properly recorded.



13.

‘We have “disclosed to you all known actual or possible litigation, «claims and
assessments whose effécts should be considéred when prepafing the. financial
statements,

Except as reflected in the: financial statements, there are no:

(a)

()

©
@
©
U
®

(h)

()

)

(k)

M

{m).

Plans or intentions that may materially affect carrying values or
classifications of assets and liabilities,

Material unrecorded a$sets or contingent assets; such as claims reiati‘n‘g to
buy-ins, unfulfilled contracts, ¢tc,, whose' value-depends on the fulfillment
of conditions fégarded as inceitain.

Securities of investments riot readily marketable owned by us or borrowed
under subordination agreements.

Borrowings aorclaims unconditionally subordinated to all claims or general
creditors.puisuant to-d written agreement.

Material transactions -omiftéd .or .improperly récorded in the. finangial
records.

Material gain/loss contingencies requiring accrual or disclosure, ingluding

those arising from environmental remediation obligations.

Events occurring subsequent to the statémerit of finanicial condition date
through the date of this letter requiring adjustment or disclosure in the
financial statements.

Agreements to purchase assets previously sold or.resell assets previously
purchased.

Violations: of law, regulations of requirements of regulatory agencies. for
which losses should. be:-accrued or matters. disclosed in the financial

statements.

Unasserted clainis or- assessments that, our attorngys havé advised us. are
probable of assertion,

Capital stock repurchase options or agreements, or capital stock reserved for
options, warrants, conversions or other requirgmients,

Restrictions on'cash balances or compensating balance agreements.

Guaraniges, whether written of oral, under which the Company is
contingently liable.



14,

1s.

17.

18.

Adequate provisions and allowances have been acerued. fof any material losses
from:

(@) Uncollectible receivables.

(b) Purchase commitments i excess -of normal requirements or abové
prevailing market prices:

Except as disclosed in the financial statements, the Company has:

(a) Satisfactory ftitle to -all recorded assots, and there dre 'no liens ‘or
encumbrances-on:such-assets nor has any-asset-been pledged as collaferal.

(b) Complied with all aspects of centractual --agreements,- for- -which -
nencoimpliance would materially affect the firiancial statemerits;

The financial statenénts disjc,iose all significant ‘estimates and material
concentrations known to us. Significant estimates are estimates at the balance
sheet date which .could. change materially within the next year, Congcentrations
refer to-volumes of business; revenues, available sources of supply-or matkets for
which events could. occur which ‘would, sngmf' cantly disrupt norial finances
within the nextyear.

With respect to related parties:

(@ We understand that the term related. party refers to. an affiliate; principal
owners, managemenf and memibers of theit immediate families; subsidiaries
accounted for by the. equity method; and any other party with which the
Company may deal if the Company ¢an significantly influence, or' be
influenced by, the imanagement or operating policies.of the other. The term
affiliate refers to a party that directly or indirectly controls, or is contralled
by, or is under common control with; the:Cempany-

(b) We have disclosed to you all relationships, transactions, balances,
arrangements and ;guarantees with related parties, incliding the natire of
suchrelationships between the Comnpany-and the related party.

(c) We have proyided-all information concerning related party transactions and

' amounts receivable from. or payable. to telated parties, including support for
any assettions that a transaction with a related ‘party was conducted on
terms equivalent to those prevailing in an afm’s-length transaction.

(d) We have no knowledge of any relationships or transactions ‘with related
parties that have not been properly accounted for and, adequafely disclosed.

We have disclosed any significant-unusual fransactions the Company has entered
into- during the peried, including the nature, terms and business purpose of thosg
transactions and whether such transactions involved related parties:



19.

20,

21,

22

23,

24..

The fair values of financial and nonfinancial assets and liabilities, if” any,
recognized in the financial statements or disclosed in ‘the motes. thereto dre
reasonable estimates based on the methods and assumptions used. The methods
and significant assumptions used result i measutements of fair'value appropriate
for financial statement recognition and disclosure purposes and have been applied
consistently from period to period, taking into account any changes in
circumstances.  The. significant assumptions appropriately reflect market
participant assumptions.

Information about financial instruments With off-balance-stieet risk and financial
instruments including receivables with concentrations of credit risk have been
properly disclosed.

All borrowings and financial obligations of which we are aware are inclided in
the financial statements, and all borrowing arrangements of which we ‘are aware
are disclosed.

There are no capital withdrawals antjcipated within the next six'moniths othier than
ds disclosed iri the: financial statements.. The: Company» does anticipate making
normal distributions-to-CNS Corporation in the!fture based upon profitability.

We are responsible for establishing and maintaining adequate internal control for
safeguarding customers and the Company’s securities and for ‘the: practices and
procedures relevant to the objectives stated in Rule 17a-5(g), including making
the periodic computations of aggregated indebtedness (or :aggregate: debits) -and
net capital under Rule 17a-3(a)(11) and for maintaining’ cémpliance: with the
exemptive provisions of Rule 15¢3-3. Because: the Company does not carry
securities accounts for customers or perform custodial functions: relating to
gustomer securities, we do not maintain practices and procedures related to the
following:

(8) Making the. quarterly securities examinations, counts, verifications -and
comparisons, and recordation of differences required by Rule 17a-13.

(b) Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System,

(cy We believe that our practices and procedures were ddequate at
Degember 31, 2016 to meet the. SEC’s objectives: Thete have been no
vs_,igh’i'ﬁcant chianges in ifternal control since:December3 1, 2016.

Net capital cormputations, prepared by the Conipany during. the period -from
January 1, 2016 througfr ihe: date of the auditor’s report, indicated that the
Campany was in compligance ‘with the requirements of the Net Capital Rule (and

applicable exchange requirements) at all times: during the period.
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26.

27..

28,

29.

The Company ‘is not subject: te -and did not prepare a calculation for the: reserve
requlrements of Rule 15¢3-3 in accordance with applicable regulation.

The Company has appropnately tecoriciled. its books and records (for example
general ledger accounts) underlying the financial statements to their related
supporting information (for examplg; subledger or third-party data) All related
reconollmg items considered to. be material were identified and. included on the
recontiliations and wefe: approprlately adjusted.in the fi nancial statemients. There
were no material unreconciled differences or genral ledger: suspense account
itéms that should have been adjusted or réclassified to-another dscount:

The Company’s: expense sharing agreement with CNS Corporation has. beer
determinied to be on -a-reasonable basis which is considered a proper miethod
pursuant to Securities and Exchange Act of 1934 Rule 17a-3(a)(1) and (a)(2).

With regard to supplemental information:

(8) We understand and acknowledge our responsxblllty for the fair presentatxon
of the supplemental ‘information in conformity with U.S, GAAP and the
requirements of Rule. 17a-5 under the Securities dnd E Exc}?ange Act of 1934,

() We believe the supplemental information, mcludmg its form and content is
fairly presented in accordance with U.S. GAAP .and: the requirgments .of
Rule 17a-5. under the Securities and Exchinge Acl vf 1934

(©) The methods of measurement and presentation of the supplemental
information are unchanged from those used in the prior period.

(d) The form and cotitent of the supplemetital information, complies, in all
material respects, with the requirements of*Rule 17a-5 under the Securities
and Exchiarige Act of 1934

(¢) We are résponsible for, and have disclgsed ‘to you, any: sigrificant
assumpfions or interpretations underlying:the measurement and presentation

of the ‘supplemental information, ahd we believe assumptlons or
interpretations are.appropriate.

With regard to your procedures performed for the review of the Exemption
Report:

(a) We are responsible for compliance with the idestified exemption provisions
througheut the year.

(b) We:are responsible for the.assertions included in the exemption report.



30

31,

32.

33,

(c) We have made available to:you all records and other information relevant to
the ‘assertions listed iri the -exemption teport, incliding all known matters
contradicting the: asseriions, and ‘ll communications from :regulatory
agengies, internal -auditors and others received through the date of the
review report. )

(d) There haye been no known events:-or other factors: subsequent-fo. year-end
thiat mlght significantly affect oiir conipliance with the identifisd €xemption
provisions,

The Company has been in compliance with the-exemptive provisions of SEC Rule
1503-3 atall'times during the year-ended 2016 #nd through February 13, 2017.

Thete were no significant deficiencies, material weaknesses or material
inadequacies at December31, 2016 or during the period January 1, 2016 through
February 13, 2017, in internal contiol over financial reportmg afid contro] |
activities for Safeguardmg the Company s securities (ag wiell ds otherassets); and
the practices and procedures followed in imaking periddi¢: computations of
aggregate indebiedness (or aggregate “debits) and niet capital -as ‘defined “in

accordance with the Net Capital Rule (SEC.Rule 15¢3-1).

We have informed you of all regulatery and financial examinations that have
taken place through the date of the letter and have provided you with access 1o all
examination reports and.correspondence from these regulatory bodies, including a
letter dated November 17, 2006, which FINRA informed the Company that it-has
referred certain FINRA and Securities and Exchange Commission (SEC) rule
violations, which were found daring a FINRA gxdamination, to FINRA
Enforcement. The most significant issue neted during this €xamination was a
possible viplation -of Rule 15¢3-3 of the Securities and Exchange Act. of 1934,
The Company entered into a Letter of:Acceptance, Waiver.and Congent (“AWC?)
10 fesolve thiese past Rule 15¢3-3 viplations, This AWG was accepted by FINRAS
National AdJudlcafory Council Review Subcemmittee:on December 7, 2007. "While

‘this AWC resolves the. past Rule 15¢3-3 vidlations, the Company i still in the

process of requesting exemptive relief:from Rule: I'5¢3-3 from the SEC.

We do not believe the impact. of the possible violation of Rule 15¢3-3 or the
results of the most recent FINRA éxamination will have a matgrial adverse impact
on the overall financial position of the Company; however; due to: {he. uncertain
nature of this:matter, the ultimate itmpact on the financial position-of the-Company
could vary materially.

We believe the Company should be exempt from Rule: 15¢3=3 of the Securities
Exchange Act of 1934 under: paragraph (k)(]) We believe the Company has met

-all.of the conditions for this exemption.



35.  There is no-outstanding past-due: balance of the Company’s share; if"any, of the
accountmg support fée-ofthe Public Company Accounting Oveisight Board..

eVBur@@'dé} @% /esxdent Larol Boone President



