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OATH OR AFFIRMATION

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

The O.N. Equity Sales Company , as
of December 31 ,20 16 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

President & CEO

Title /

Notary Public

-

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

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) 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.

() AReconciliation, 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.
(n) A report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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KPMG LLP

Suite 500

191 West Nationwide Blvd.
Columbus, OH 43215-2568

Report of Independent Registered Public Accounting Firm on Applying Agreed-Upon Procedures
Pursuant to SEC Rule 17a-5(e)(4)

The Board of Directors
The O.N. Equity Sales Company and Subsidiaries:

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934 and with the Securities
Investor Protection Corporation (SIPC) Series 600 Rules, we have performed the procedures enumerated
below with respect to the accompanying General Assessment Reconciliation (Form SIPC-7) to SIPC for the
year ended December 31, 2016, which were agreed to by The O.N. Equity Sales Company (the Company) and
SIPC, solely to assist you and SIPC in evaluating the Company’s compliance with the applicable instructions of
the General Assessment Reconciliation (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 the standards of the Public Company Accounting Oversight Board (United States) and in
accordance with attestation standards established by the American Institute of Certified Public Accountants.
The sufficiency of these procedures is solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures described below either
for the purpose for which this report has been requested or for any other purpose.

The procedures and the associated findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records in
the form of check copies paid to SIPC, and noted no differences;

2. Compared the Total Revenue amount reported on the Annual Audited Form X-17A-5 Part lll for the year
ended December 31, 2016, with the Total Revenue amount reported in Form SIPC-7 for the year ended
December 31, 2016, and noted no difference;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers, and
noted no differences; and

4. Recalculated the arithmetical accuracy of the calculations reﬂécted in Form SIPC-7 and in the related
supporting schedules and working papers supporting the adjustments, and noted no differences.

We were not engaged to, and did not, conduct an examination, the objective of which would be the expression
of an opinion on the Company’s compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7). 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 referred to in the first
paragraph of this report, and is not intended to be and should not be used by anyone other than these specified
parties.

KPMe LIP

Columbus, Ohio
February 24, 2017

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG international Cooperative
{"KPMG International”), a Swiss entity.
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SIPG-7 ok 202.371-8300 SIPC-7

(33-REV 7/10) General Assessment Reconciliation (33-REV 7/10)
For the fiscal year ended 12/31/2016

{Read carelully the instructions in your Working Copy before completing this Form)
TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

WORKING COPY

1. Name of Member, address, Designated Examining Authority, 1934 Act regisiration no. and month in which fiscal year ends lor
purposes of ihe audit requirement of SEC Rule 17a-5:
Notle: if any of the information shown on the
014161 FINRA DEC mailing fabel requires correction, please e-mail
THE O.N. EQUITY SALES COMPANY any correclions to form@sipc.org and so
indicaie on the form filed,
10300 ALLIANCE ROAD
CINCINNATI OH 45242-4734 Name and telephone number of person to
‘ contact respacting this form.
I | Teresa Cooper (513)794-6162
2. A. General Assessment (item 2e from page 2) $ 28,538
B. Less payment made with SIPC-6 filed (exclude Inlerest) ( 13,773
7127/2016
Date Paid
C. Less prior overpayment applied ( -
D. Assessment balance due or {overpayment) 14,765
E. Interest computed on lale payment (see instruction E) for______days at 20% per annum -
F. Total assessment balance and interes! due {or overpayment carried forward) $ 14,765
G. PAID WITH THIS FORM:

Check enclosed, payabile to SIPC

Total {must be same as F above) $ 14,765

H. Overpayment carried forward $( . - )

3. Subsldiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):

O.N. Investment Management Company (S) SEC # 105662

—

Ohio National Insurance Agency, Inc. (S)

The SIPC member submitting this form and the

person by whom it Is executed represent thereby The 0O:-N- Equnty Sales Company

that all intormation contained herein is true, correct

V7 7 7 e
T (Auises natutef

Dated the 23rd_day ot February 2017 President & CEO &

[

This form and the assessment payment Is due 60 days after the end of the fiscal year. Retaln the Working Copy of this form
for a period of not less than 6 years, the latest 2 years In an easily accessible place.

e= Dales: —

= Postmarked Recelved Reviewed

Wl

E Calculations Documentation Forward Copy
s

co Exceplions:

-

en Disposition of exceptions:



! DETERMINATION OF “SIPC NET OPERATING REVENUES”

AND GENERAL ASSESSMENT

jtem No.
2a. Total revenue {(FOCUS Line 12/Part }IA Line 9, Codae 4030)

2b. Additions:

(1) Total revenues from the securitles business of subsidiaries (except foreign subsidlaries) and
predecessors not included above.

{2) Net loss from principal transactions In securilies in trading accounts.
(3) Net loss from principal {ransactions in commodities In trading accounts.
(4) interest and dlvidend expense deducted in determining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securitles.

{6) Expenses othar than advertising, printing, registration fees and legal fees deducted in determining net

prolit irom management of or participation in underwriting or distribution of securities.
{7) Net loss from securlties In investment accounts,

Total additions

2¢. Deductions:

(1) Revenues from the distribution of shares of a registered open end investment company or unit

investment trust, from the sale of variable annuities, irom the business of insurance, lrom investment

advisory services rendered to registered investment companies ot insurance company separale
accounts, and {rom transactions in security futures products.

{2) Revenues from commodity transactions.

{3) Commissions, floor brokerage and clearance paid to other SIPG members in connection with
sacurities transactions.

(4) Reimbursements for postage in connaction with proxy solicitation.
(5) Net gain from securities in invesiment accounts.

(6) 100% of commissions and markups earned from transactions in (i) cerlilicates of deposit and
{li) Treasury bills, bankers acceptances or commercial paper thal mature nine months or Jess
{rom issuance date,

(7) Direct expenses of printing advertising and legal fees incurred in connection with other revenue
related to the securities business (revenue delined by Section 16{9){L) of the Act).

{8) Other revenua not related either directly or indirectly to the securities business.
{See Instruction C}:

Amounts for the fiscal period
beginning Jenuary 3. 2018
and ending Osembe 3.7

Eliminate cents

56,730,039

44,787,958

525,958

950

(Deductions in excess of $100,000 require documentation)

{9) (f) Total interest and dividend axpense (FOCUS Line 22/PART 1A Line 13,
Gode 4075 plus line 2b{4) above) but not In excess -
of total interest and dividend income. 3

{if) 40% of margin interest earned on customers securities -

accounts {40% of FOCUS line 5, Code 3960},
Enter the greater of fine (i) or (i)

Total deductions

2d. SIPC Ne! Operating Revenues
2e. General Assessment @ .0025

45,314,866

%

11,415,173

$

28,538

v(to page 1, line 2.A.)



THE O. N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Consolidated Financial Statements and Schedules
December 31, 2016

(With Report of Independent Registered Public Accounting Firm Thereon)
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KPMG LLP

Suite 500

191 West Nationwide Blvd.
Columbus, OH 43215-2568

Report of Independent Registered Public Accounting Firm

The Board of Directors
The O.N. Equity Sales Company and Subsidiaries:

We have audited the accompanying consolidated statement of financial condition of The O.N. Equity Sales
Company and Subsidiaries (the Company) as of December 31, 2016, and the related consolidated statements
of income, changes in stockholder's equity, and cash fiows for the year then ended. These consolidated
financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these consolidated 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 consolidated financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of December 31, 2016, and the resuits of its operations and its cash flows
for the year then ended in conformity with U.S. generally accepted accounting principles.

The supplemental information contained in Schedules 1, 2, 3, 4, and 5 has been subjected to audit procedures
performed in conjunction with the audit of the Company’s consolidated 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 consolidated 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 contained in Scheduies 1,
2, 3, 4, and 5 is fairly stated, in all material respects, in relation to the consolidated financial statements as a
whole.

KPMe LIP

Columbus, Ohio
February 24, 2017

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
{"KPMG International”), a Swiss entity.



THE O.N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company) ‘

CQnsoIidated Statement of Financial Condition

December'31, 2016

Assets
Cash ' $ 6,681,677
Accounts receivable from affiliates, net (note 3) 49,754
Accounts receivable, net 53,138
Commission receivable (note 3) 2,643,178
Deferred tax asset (note 2) 4,931
Software, net of amortization 619,838
Investment securities, at fair value (note 7) 61,601
Other assets 224225
Total assets $ 10,338,342
Liabilities and Stockholder’s Equity

Liabilities:
Accrued commission expense (note 3) $ 1,990,609
Payable to affiliates (note 3) 1,171,843
Accounts payable and accrued expenses 972,370
Federal and state income taxes payable 279,380

Total liabilities 4414202

Stockholder’s equity (note 4):
Common stock, without par value. Authorized 40,000 shares;

issued and outstanding 33,600 shares at stated value of $10 per share 336,000
Additional paid-in capital 1,054,000
Retained earnings 4,534,140

Total stockholder’s equity _ 5,924,140
Total liabilities and stockholder’s equity $ 10,338,342

See accompanying notes to consolidated financial statements.



THE O.N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Consolidated Statement of Income

Year ended December 31, 2016

Revenues: .
Sale of registered investment products/variable contracts (note 3) $
Sale of general securities (note 3)
Sale of fee-based products (note 3)
Investment income
Other income

Total revenues

Expenses:
Commissions (note 3)
Service contract (note 3)
Salary expense
General expenses

Total expenses
Income before income taxes

Income taxes (note 2):
Current expense
Deferred expense

Net income $

See accompanying notes to consolidated financial statements.

45,290,028
2,768,484
8,608,403

3,008
60,116

56,730,039

48,358,271
2,480,683
3,734,940
1,115,211

55,689,105

1,040,934

237,299
54,441

291,740

749,194




THE O.N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Consolidated Statement of Changes in Stockholder’s Equity

Year ended Dec'ember 31, 2016

Additional Total
Common paid-in Retained stockholder’s
stock capital earnings equity
Balance at December 31, 2015 $ 336,000 1,054,000 4,792,946 6,182,946
Dividend to The Ohio National
Life Insurance Company — — (1 ,QOS,OOO) (1,008,000)
Net income — — 749,194 749,194
Balance at December 31, 2016 $ 336,000 1,054,000 4,534,140 5,924,140

See accompanying notes to consolidated financial statements.



THE O.N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Consolidated Staterment of Cash Flows
Year ended December 31, 2016

Cash flows from operating activities:
Net income $
Adjustments to reconcile net income to net cash provided by operating activities:
Software amortization
Trading Gains on investments
Changes in assets and liabilities:
Decrease in deferred tax asset (non cash)
Increase in commissions receivable
Decrease in other assets
Increase in software
Decrease in accounts receivable
Decrease in income taxes payable
Increase in accounts payable and accrued commissions expense

Net cash provided by operating activities

Cash flows from investing activities:
Proceeds from sales of investment securities
Cost of investment securities acquired

Net cash used in investing activities

Cash flows from financing activities:
Dividends paid to The Ohio National Life Insurance Company

Net cash used in financing activities

Increase in cash

Cash at beginning of year
Cash at end of year h)
Federal income tax paid to (reimbursed from) The Ohio National Life Insurance Company 3

See accompanying notes to consolidated financial statements.

749,194

280,033
(949)

54,441
(28,790)
12,231
(52,760)
241,221
(68,570)
103,088

1,289,139

323
(1,980)

(1,657)

(1,008,000)
(1,008,000)

279,482

6,402,195

6,681,677

379,400
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THE O. N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Notes to Consolidated anancial Statements
December 31, 2016

General Information and Significant Accounting Policies

The consolidated financial statements include the accounts of The O.N. Equity Sales Company
(“ONESCO” or the “Company”) and its wholly owned subsidiaries, the Ohio National Investment
Management Company and the Ohio National Insurance Agency, Inc. (collectively, the “Companies™). All
significant intercompany balances and transactions have been eliminated in consolidation.

ONESCO, which is a wholly owned subsidiary of The Ohio National Life Insurance Company (the “parent
company” or “ONLIC”), is registered as an introducing broker and dealer under the Securities and
Exchange Commission (“SEC”) Act of 1934. The Company is a member of the Financial Industry
Regulation Authority and the Securities Investor Protection Corporation. The Company has claimed
exemption under the Customer Protection Rule, SEC Rule 15¢3-3, Section k(2)(i), which requires the
Company to promptly transmit all customer transactions through a bank account designated as a Special
Account for the Exclusive Benefit of Customers and Section k(2)(ii), which requires customer transactions
to clear through another broker-dealer (clearing broker-dealer) on a fully disclosed basis and promptly
transmits all customer funds and securities to such clearing broker-dealer which carries the accounts of
such customers.

Management of the Companies has made a number of estimates and assumptions related to the reporting of
assets and liabilities and the disclosure of contingent assets and liabilities as of the date of the consolidated
statement of financial condition and revenues and expenses for the reporting period to prepare these
consolidated financial statements in conformity with accounting principles generally accepted in the
United States of America (“GAAP”). Actual results could differ from those estimates.

The Company earns commissions and fees from sales of variable life contracts under an underwriting
agreement with Ohio National Life Assurance Corporation (“ONLAC”) and annuity contracts under an
underwriting agreement with ONLIC. Under the underwriting agreement, the Company earns revenue by
distributing ONLAC’s variable life insurance products and ONLIC’s annuity products, collecting customer
applications and payments, and remitting applications and payments to ONLAC and ONLIC. Sales loads
on the contracts are recognized as revenue when earned. Commissions on the contracts are charged to

expenses when due. See Note 3 regarding related party transactions.

Commissions and fees from the sales by registered representatives of various companies’ investment
company products, limited partnerships, and general securities are recognized on a trade-date basis.

Investment income is recognized when earned.
Service contract expense is recognized in the month the services are provided to the Companies (Note 3).

Salary expense, professional fees, travel and entertainment and general expenses are recognized as they are
incurred by the Companies.

The carrying amounts of financial assets and liabilities approximate fair value. The amounts shown for
receivables represent their estimated future realizable balances. The receivables are short-term in nature,

6 (Continued)



o))

THE O. N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Notes to Consolidated Financial Statements
December 31, 2016

with substantially all balances expected to be received within a one month period. No recovery allowance
is considered necessary for any of the receivable balances.

Investment securities are stated at estimated fair value, with trading gains and losses reported as investment
income. The estimated fair value is obtained from independent pricing services based on market
quotations. Cost is determined on the first-in, first-out basis when calculating gains and losses, which are
recorded on the trade date.

Software is carried at cost, net of amortization of $1,618,873. Amortization is computed principally using
the straight-line method over the estimated useful life of the asset, which is 10 years. When certain events
or changes in operating conditions occur, asset lives may be adjusted and an impairment assessment may
be performed on the recoverability of the carrying amounts.

Comprehensive income includes net income as well as certain items that are reported directly within a
separate component of stockholder’s equity that are excluded from net income. Currently, net income is
the Company’s only component of comprehensive income.

In January 2016, the Company adopted ASU 2014-15, Presentation of Financial Statements — Going
Concern. This guidance updated the accounting standard related to an entity’s assessment of its ability to
continue as a going concern. This guidance requires management to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the entity’s ability to continue as a
going concern within one year after the date that the financial statements are issued. In situations where
there is substantial doubt about an entity’s ability to continue as a going concern, disclosure should be
made so that a reader can understand the conditions that raise substantial doubt, management’s assessment
of those conditions and any plan management has to mitigate those conditions. This guidance is effective
for the annual period ending after December 15, 2016. For the period ended December 31, 2016,
management completed its assessment and concluded that there is no doubt about the entity’s ability to
continue as a going concern.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606),
effective for annual periods beginning after December 15, 2017 for public business entities. This guidance
outlines a single, comprehensive model for accounting for revenue from contracts with customers. Topic
606 specifically excludes insurance contracts from its scope; however, management is in the process of
evaluating any contractual arrangements which would fall into the scope of Topic 606.

Income Taxes

The Companies file a consolidated federal income tax return with the parent company. The method of
allocation between companies is subject to a written agreement. Allocations are based upon separate return
calculations with current credit for net losses. Intercompany tax balances are settled monthly.

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases and operating loss and tax

7 (Continued)



THE O. N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Notes to Consolidated Financial Statements

December 31, 2016

credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary differences are expected to be recovered or
settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in
the period that includes the enactment date. Valuation allowances are established when it is determined
that it is more likely than not that the deferred tax asset will not be fully realized. No valuation allowance is
needed as of December 31, 2016, as it is more likely than not that the deferred tax asset will be fully
realized. ‘

The Companies provide for federal income taxes based on amounts it believes it will owe in accordance
with FASB Accounting Standards Codification (“ASC”) 740-10, Income Taxes — Recognition. This
guidance addresses the accounting and disclosure of uncertain tax positions. This guidance also prescribes
a recognition threshold and measurement attribute for the financial statement recognition and measurement
of a tax position taken or expected to be taken in a tax return. The difference between the tax benefit
recognized in the financial statements for a position in accordance with this guidance and the tax benefit
claimed in the tax return is referred to as an unrecognized tax benefit. As of December 31, 2016, there are
no reserves for uncertain tax positions.

Total income tax expense for the year ended December 31, 2016 differs from the amount computed by
applying the U.S. federal income tax rate of 35% to income before federal income tax expense as follows:

Amount Percentage
Computed (expected) tax expense $ 364,327 35.00%
Nondeductible expenses (meals and entertainment) 10,494 1.01
Transfer pricing (86,824) (8.34)
State tax and interest benefit, net of FIT expense ’ 3,370 1032
Other _ 373 0.04
Total expense and effective rate $ 291,740 28.03%

The tax effects of temporary differences between financial statement carrying amounts and the tax basis of
assets and liabilities that give rise to significant components of the net deferred tax liability relate to the
following as of December 31:

2016
Deferred tax asset:
Contingent liabilities $ 221,774
Total gross deferred tax asset 221,774
Deferred tax liabilities: '
Software amortization 216,843
Total gross deferred tax liabilities 216,843
Net deferred tax asset ' $ 4931 -

8 (Continued)
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THE O. N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Notes to Consolidated Financial Statements
December 31, 2016

Related-Party Transactions

The Companies have service contract agreements with ONLIC and Ohio National Equities, Inc.
(“ONEQ”), an affiliate. The Companies are billed from ONLIC for services, office space, equipment and
materials necessary to the operation of the Company’s business. The Companies bill ONLIC for certain
administrative services, such as due diligence review of Ohio National agents, marketing, promotional
activities, and educational training. ONESCO bills ONEQ for services and support, related to the
contracting and licensing, marketing, compliance and training support services. There is no assurance that
these costs would be similar if the Companies had to obtain such services and support on its own. The
Companies had no accounts receivables due from or payables due to ONLIC and ONEQ related to these
service contracts as of December 31, 2016. Charges included in service contract expenses for the year
ended December 31 were as follows:

2016
Service expense to ONLIC $ 3,242,244
Service reimbursement from ONLIC (602,021)
Service reimbursement from ONEQ (159,540)
Total service contract expenses incurred  $ 2,480,683

ONESCO has an underwriting agreement with ONEQ, which in turn contracts with agents of ONLIC to
sell and distribute annuity contracts as well as contracts with agents of ONLAC to sell and distribute
variable universal life contracts of the parent. In connection with the sale of these contracts, ONESCO
records sales loads and related commission expenses, and other expenses incurred with the distribution of
the contracts. The accounts receivable from affiliates due to ONESCO related to the underwriting
agreement was $49,754 as of December 31, 2016. The amounts owed by ONESCO as of December 31
were as follows, which are shown on the face of the consolidated statement of financial condition:

2016
ONLIC commissions, net of sales load $ 1,162,591
ONLAC sales load, net of commissions (82)
Other expenses from ONLIC/ONLAC 9,334

Total payable to affiliates, net $ 1,171,843

In addition, ONESCO sells registered investment products and variable contracts sponsored by unaffiliated
parties. The accounts receivable due to the Company from the unaffiliated parties was $2,643,178
and the accounts payable due from ONESCO to the unaffiliated parties was $1,990,609 as of December 31,
2016.

During 2016, the sale of affiliated variable life and annuity contracts and unaffiliated registered investment
products and variable contracts resulted in the following revenue and expenses as of December 31:

9 ‘ (Continued)
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THE O. N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Notes to Consolidated F inan;:ial Statements

December 31, 2016

2016
Affliated sale revenues $ 15,590,451
Unaffiliated sale revenues 41,076,464
Total sale revenues $ 56,666,915
2016
Affliated commissions $ 13,065,548
Unaffiliated commaissions 35,292,723
Total commissions expense $ 48,358,271

Net Capital

As a registered broker and dealer in securities, ONESCO is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1 or the “Rule”). Under the computation provided by
the Rule, ONESCO is required to maintain “net capital” equal to the greater of $50,000 or 1/15 of
“aggregate indebtedness,” as those terms are defined by the Rule. The Rule also provides that equity
capital may not be withdrawn or cash dividends paid if the resulting indebtedness to net capital ratio would
exceed 10 to 1. At December 31, 2016, ONESCO had a minimum capital requirement of $294,118,
“aggregate indebtedness” and “net capital” of $4,411,774 and $2,681,344, respectlvely, and ratio of
aggregate indebtedness to net capital of 1.65 to 1.

Contingencies

The Companies are defendants in various claims and legal actions arising in the ordinary course of
business. Given the inherent unpredictability of these matters, it is difficult to estimate the impact on the
Company’s financial position. The Companies establish liabilities for litigation and regulatory loss
contingencies when it is probable that a loss has been incurred and the amount of the loss can be
reasonably estimated. Legal costs are accrued by the Companies as incurred and for the estimated amount
to be incurred. On a quarterly and annual basis, the Companies review relevant information with respect to
the liabilities for litigation, regulatory investigations and litigation-related contingencies to be reflected in
the Company’s consolidated financial statements.

Fair Value Measurements

Fair Value Hierarchy

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (exit
price) in an orderly transaction between market participants at the measurement date. In determining fair
value, the Companies use various methods including market, income and cost approaches. The Companies
utilize valuation techniques that maximize the use of observable inputs and minimize the use of
unobservable inputs. The Companies utilize the deferral for nonfinancial assets and liabilities, except those
that are recognized or disclosed at fair value in the financial statements on a recurring basis, in accordance

10 (Continued)



THE O. N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Notes to Consolidated Financial Statements
December 31, 2016

with FASB ASC 820-10-15, Fair Value Measurements and Disclosures — Scope and Scope Exceptions,
and additional disclosures of cash.

The Companies are required to categorize their assets and liabilities that are carried at estimated fair value
on the statement of financial condition into a three level hierarchy based on the priority of the inputs to the
valuation technique. The fair value hierarchy gives the highest priority to quoted prices in active markets
for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). If the
inputs used to measure fair value fall within different levels of the hierarchy, the category level is based on
the lowest priority level input that is significant to the fair value measurement.

The levels of fair value hierarchy are as follows:

Level 1 — Fair value is based on unadjusted quoted prices for identical assets or liabilities in an
active market at the measurement date. The types of assets utilizing Level 1 valuations include
U.S. government securities, actively traded equity securities, investments in publicly traded mutual
funds, unit investment trusts, cash and cash equivalents, and exchange traded derivatives.

Level 2 — Fair value is based on significant inputs, other than quoted prices included in Level 1 that
are observable in active markets or that are derived principally from or corroborated by observable
market data through correlation or other means for identical or similar assets and liabilities. As of
December 31, 2016, the Companies had no assets measured in Level 2 of the hierarchy.

Level 3 — Fair value is based on unobservable inputs for the asset or liability for which there is little
or no market activity at the measurement date. Unobservable inputs used in the valuation reflect
management’s best estimate about the assumptions market participants would use to price the asset
or liability. As of December 31, 2016, the Companies had no assets measured in Level 3 of the
hierarchy.

The following table presents the Companies’ hierarchy for its assets measured at fair value on a recurring
basis as of December 31, 2016:

Assets:

Level 1 Level 2 Level 3 Total
Cash $ 6,681,677 — — 6,681,677
Deposits 140,507 — — 140,507
Investment securities:
Money market : 713 — — 713
Mutual funds 60,888 — — 60,888

Total assets $ 6,883,785 — — 6,883,785

Determination of Fair Values

The following is a discussion of the methodologies used to determine estimated fair values for the financial
instruments listed in the above table: )

11 (Continued)
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THE O. N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Notes to Consolidated Financial Statements
December 31, 2016

Cash — Cash is considered Level 1 as it is the functional currency in the U.S. and is the most liquid form of
an asset and not subject to valuation fluctuations.

Deposits — The Companies hold cash deposits with various regulatory agencies. These deposits will be
considered Level 1 since cash is the most liquid form of asset and not subject to valuation fluctuations. The
estimated fair value of the deposit would be equal to the cash balance since there are no restrictions that
would impact the amount of cash held on deposit. Deposits are classified in other assets in the consolidated
statement of financial condition.

Investment securities — Investment securities are Level 1 as the Companies hold investments in money
markets, mutual funds and unit investment trusts that have quoted prices in active markets.

Asset Transfers Between Levels

The Company reviews its fair value hierarchy classifications annually. Changes in the observability of
significant valuation inputs identified during these reviews may trigger reclassification of fair value
hierarchy levels of financial assets and liabilities. There were no net transfers to or from Level 1, Level 2
or Level 3 during 2016. »

Fair Value Measurement on a Nonrecurring Basis
The Company did not have assets that are measured at estimated fair value on a nonrecurring basis in
periods subsequent to initial recognition.

Investments

Investments in mutual funds and unit investment trusts are traded in a national exchange and are stated at
the last reported sales price on the day of valuation. Analyses of net investment income follows for the year
ended December 31:

2016
Investment income $ 1,980
Realized gains 115
Unrealized gains 835
Investment income 2,930
Investment expenses ' (323)
Net investment gain $ 2,607

12 v ‘ (Continued)



THE O. N. EQUITY SALES COMPANY AND SUBSIDIARIES
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Notes to Consolidated Finaﬁcial Statements
December 31, 2016

The amortized cost and estimated fair value of investment securities for the year ended December 31, 2016
were as follows:

Amortized Estimated

cost fair value

Money market funds $ 713 713
Mutual fund securities 59,773 60,888
Total fl_nvestment securities $ 60,486 61,601

(8) Subsequent Events

The Companies have evaluated subsequent events through February 24, 2017, the date at which the
consolidated financial statements were issued, and determined there are no additional items to disclose.
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THE O.N. EQUITY SALES COMPANY

(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Computation of Net Capital under Rule 15¢3-1
December 31, 2016.

Aggregate indebtedness:
Accounts payable and accrued expenses, including payable to affiliate

Net capital
Minimum capital required to be maintained (greater of $50,000 or 1/15 of aggregate
indebtedness of $4,411,774)

Net capital in excess of requirements
Ratio of aggregate indebtedness to net capital

Net worth:
Common stock
Additional paid-in capital
Retained earnings

Total net worth

Deduct:
Nonallowable assets: .
Investment in wholly owned unconsolidated subsidiaries and receivables
from affiliates
Other assets

Net capital before haircuts on securities positions

Haircuts on securities computed pursuant to Rule 15¢3-1:
Other securities

Net capital

$

Schedule 3

4,411,774

2,681,344

294,118

2,387,226

1.6454

336,000
1,054,000
4,534,140

5,924,140

2,467,502
766,147

3,233,649

2,690,491

9,147

2,681,344

Note: The above computation does not materially differ from the cdmputation_ of net capital under
Rule 15¢3-1 at December 31, 2016 filed on unaudited Form X-17A-5, Part IIA on January 25, 2017.

See accompanying report of independent registered public accounting firm.
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Schedule 4

THE O.N. EQUITY SALES COMPANY
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Computation for the Determination of the Reserve Requirements
under Rule 15¢3-3 of the Securities Exchange Act of 1934

December 31, 2016

The Company is exempt from Rule 15¢3-3 pursuant to the provisions of the subparagraph (k)(2)(i)
and (k)(2)(ii) of that rule.

See accompanying report of independent registered public accounting firm.
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Schedule 5

THE O.N. EQUITY SALES COMPANY
(A Wholly Owned Subsidiary of The Ohio National Life Insurance Company)

Information Relating to Possession or Control Requirements
under Rule 15¢3-3 of the Securities Exchange Act of 1934

December 31, 2016

The Company is exempt from Rule 15¢3-3 pursuant to the provisions of the subparagraph (k)(2)(i)
and (k)(2)(ii) of that rule.

See accompanying report of independent registered public accounting firm.



KPMG LLP

Suite 500

191 West Nationwide Blvd.
Columbus, OH 43215-2568

Report of Independent Registered Public Accounting Firm

The Board of Directors
The O.N. Equity Sales Company and Subsidiaries:

We have reviewed management’s statements, included in the accompanying The O.N. Equity Sales Company
Exemption Report (the Exemption Report), in which (1) The O.N. Equity Sales Company (the Company)
identified the following provisions of 17 C.F.R. §15¢3-3 (k) under which the Company ciaimed an exemption
from 17 C.F.R. §240.15c3-3 (k)(2)(i) and (k)(2)(ii) (the exemption provisions); and (2) the Company stated that
it met the identified exemption provisions throughout the year ended December 31, 2016 except as described
in its Exemption Report. The Company’s management is responsible for compliance with the exemption
provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight
Board (United States) and, accordingly, included inquiries and other required procedures to obtain evidence
about the Company’s compliance with the exemption provisions. A review is substantially less in scope than an
examination, the objective of which is the expression of an opinion on management’s statements. Accordingly,
we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to management's
statements referred to above for them to be fairly stated, in all material respects, based on the provisions set
forth in paragraph (k)(2)(i) and (k)(2)(ii) of Rule 15c3-3 under the Securities Exchange Act of 1934.

KPMe P

Columbus, Ohio
February 24, 2017

KPMG LLP is @ Defaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
{“KPMG Internationai”}, a Swiss entity.



One Financial Way
Cincinnati, Ohio 45242

ONESCO

THE O.N. EQuiTy SaLes Company

Post Office B
Member FINRA/SIPC ost Office Box 371

Cincinnati, Ohio 45201-0371
Telephone: 513.794.6794

Exemption Report

The O.N. Equity Sales Company (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:

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)(2)(1):

“Special Account for the Exclusive Benefit of Customers” maintained.

The Company claimed an exemption from 17 C.F.R. §240.15¢3-3 under the following
provision of 17 C.E.R. §240.15¢3-3 (k)(2)(ii):

All customer transactions cleared through another broker-dealer (clearing broker-
dealer) on a fully disclosed basis, and promptly transmits all customer funds and
securities to such clearing broker-dealer which carries accounts of such customers.

The Company has met the identified exemption provisions for the fiscal year ended
December 31, 2016 with the exception as described below: -

Customer checks may be received by agents registered with the Company. The Company’s policy
is for agents to route checks to home office within 24 hours of receipt. Then, checks for existing
accounts not requiring suitability review that are delivered after 12:00pm to the Company’s home
office are deposited to the clearing firm (Pershing LLC) within 24 hours after receipt at the home
office. There were 5,268 such checks throughout 2016.

The O.N. Equity Sales Company

I, Patrick H. McEvoy, affirm that, to my best knowledge and belief, this Exemption

Title: President & Chief Executive Ofﬁc/
Date: February 24, 2017

g Ohio National

78 . Financial Services,

S-0060 12-13
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ONESCO

THE O.N. EqQuity SALES COMPANY

Post Office Box 371

M
ember FINRA/SIPC Cincinnati, Ohio 45201-0371

W

S-0060 12-13

Telephone: 513.794.6794

- SEC
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Washington ue
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February 27, 2017

Re: The O.N. Equity Sales Company (CRD #2936)
12/31/16 Audited Financial Statement Filing

Pursuant to regulatory requirements, please find enclosed 12/31/16 audited financial
statements for The O.N. Equity Sales Company.

Please call me if you need additional information.

Sincerely,

fwaft(\/@%o/

Teresa R. Cooper
AVP, Statutory and Compliance
513-794-6162

4 Ohio National
» Financial Services,



