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OATH OR AFFIRMATION

|,  MarkG. Endres , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

First Southeast Investor Services, Inc. . as
of December 31 ,2016 , are true and correct. 1 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:

~ ] A7
o ¢ - |
S{gw

S Chief Financial Officer
Tl Title

%y 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.

(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.

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

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

ORR 0O OORROREERREA

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of South State Bank)

Financial Statements and Supplemental Schedules
As of and for the Year Ending
December 31, 2016

(With Report of Independent Regiétered Public Accounting Firm)
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DIXON HUGHES GOODMAN 1.»

Report of Independent Registered Public Accounting Firm

Board of Directors
of First Southeast Investor Services, Inc.

We have audited the accompanying financial statements of First Southeast Investor Services, Inc. (a
wholly owned subsidiary of South State Bank)(the “Company”), which comprise the balance sheet as of
December 31, 2016, and the related statements of income, stockholder's equity and cash flows for the
year then ended. These financial statements are the responsibility of the Company's management. Qur
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the statement of financial condition is free of material misstatement. The
Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. Qur audit included consideration of internal control over financial reporting as a basis
for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company's internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statement, assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
. statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred o above present fairly, in all material respects, the
financial position of the Company as of December 31, 2016, and the results of its operations and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

The supplementary information contained in Schedules 1 and 2 has been subjected to audit procedures
performed in conjunction with the audit of the Company's financial statements. The supplemental
information is the responsibilty of the Company's management. Qur 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.

Dixen f@h&é Goedan [LP

Raleigh, North Carolina
February 10, 2017



FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of South State Bank)

Balance Sheet

December 31, 2016
Assets 2016
Cash and cash equivalents h 1,495,567
Certificates of deposit 401,642
Goodwill 1,780,448
Intangible, net 1.044.286
Total assets $ 4,721,943

Liabilities and Stockholder’s Equity

Liabilities:
Amounts due to parent company $ 37,565
Deferred tax liability 389,494
Accrued expenses and other liabilities 26,000
Total liabilities 453.059
Stockholder’s equity:
Common stock $10 par value. Authorized 50,000 shares;
issued and outstanding 36,000 shares 360,000
Additional paid-in capital 3,869,999
Retained earnings 38.885
Total stockholder’s equity 4,268.884
Total liabilities and stockholder’s equity $ 4,721,943

See accompanying notes to financial statements.



FIRST SOUTHEAST INVESTOR SERVICES, INC.

(A Wholly Owned Subsidiary of South State Bank)
Statement of Income
Year ended December 31,2016

Revenues:
Commissions
Interest

Expenses:
Salaries and benefits
Fees to clearing brokers
Transactions with related parties
Amortization of intangibles
Professional fees
Professional memberships and dues
Travel and entertainment
Postage, printing and supplies
Other operating expense

Income before taxes
Income tax expense

Net Income

See accompanying notes to financial statements.

$

2016

5,331,904

2,068

5.333.972

101,418
362,844
3,572,556
291,429
49,531
25,339
3,712
2,268
19,578

4,428,675
905,297
346.986

558311



FIRST SOUTHEAST INVESTOR SERVICES, INC
(A Wholly Owned Subsidiary of South State Bank)

Statement of Stockholder’s Equity
Year ended December 31, 2016

Total
Number of Common Additional Paid- Retained stockholder’s
shares stock in Capital earnings equity
Balance, December 31, 2015 36,000 $360,000 $3,869,999 $230,574 $4,460,573
Net income - - - 558,311 558,311
Cash dividend paid i i i (750,000) (750,000)
Balance, December 31, 2016 36,000 $360,000 $3,869,999 $38,885 $4,268,884

See accompanying notes to financial statements.




FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of South State Bank)

Statement of Cash Flows
Year ended December 31, 2016

2016
Cash flows from operating activities: $ 558,311
Adjustments to reconcile net income to net
cash provided by operating activities:
Amortization 291,428
Increase in accrued interest on CDs 251
Deferred tax benefit (114,532)
Decrease in amounts payable to parent company (380,490)
Increase in accrued expenses and other liabilities 5,511
Net cash provided by operating activities 359.977
Cash flows from investing activities:
Purchase of certificates of deposit (400,000)
Maturities of certificates of deposit 300.000
Net cash used in investing activities (100,000)
Cash flows from financing activities:
Dividends paid (750,000)
Net cash used in financing activities (750,000)
Net decrease in cash and cash equivalents (490,023)
Cash and cash equivalents at beginning of year 1,985,590
Cash and cash equivalents at end of year $ 1,495,567

See accompanying notes to financial statements.
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FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of South State Bank)

Notes to Financial Statements
December 31, 2016

Organization

On December 11, 1997, First Southeast Investor Services, Inc. (FSIS) was organized as a South Carolina
corporation. FSIS became a wholly owned subsidiary of First Financial Holdings, Inc. (Parent or First
Financial) through the issuance of 25,000 shares of $10 par value common stock. In 1999 and 2000 an
additional 10,000 and 1,000 shares of $10 par value common stock were issued to the Parent, respectively.
On July 27, 2013, First Financial was purchased by SCBT Financial Corporation. SCBT Financial
Corporation then contributed the shares of FSIS to SCBT who became the Parent. In June 2014, SCBT
Financial and SCBT changed their names to South State Corporation and South State Bank (SSB). Our
parent is a bank subsidiary headquartered in Columbia, South Carolina.

FSIS became a registered broker/dealer with the Financial Industry Regulatory Authority (FINRA), formerly
the National Association of Securities Dealers, Inc. (NASD), on November 24, 1998, making it subject to
the Securities and Exchange Commission’s Uniform Net Capital Rule (Rule 15¢3-1) (the Rule), which
requires that a defined minimum net capital be maintained, and the ratio of aggregate indebtedness

to net capital, as defined by the Rule, not exceed certain levels. FSIS began operations as an introducing
broker/dealer on February 1, 1999. As an introducing broker/dealer, FSIS sells stocks, bonds and certain
insurance products through another broker/dealer (the clearing broker). All trades are cleared through the
clearing broker, not through FSIS.

On May 7, 2014, FINRA granted our continuing membership application with regard to the asset transfer
and reduction of its net capital requirement. This approval changed our status from an introducing broker
dealer to a limited broker dealer and reduced our net capital requirement from $250,000 to $5,000. The
assets under management, consisting of brokerage accounts and direct annuity and mutual fund
business, were transferred to LPL Financial Holdings Inc (LPL), an approved FINRA broker dealer, and
were approximately $615 million at the time of transfer.

Management has evaluated subsequent events for disclosure or recognition through February 10, 2017,
the date the financial statements were issued.

Summary of Significant Accounting and Reporting Policies

The accounting and reporting policies of FSIS are in accordance with accounting principles generally
accepted in the United States of America and conform to the rules and regulations of the Securities and
Exchange Commission (SEC) and FINRA for registered broker/dealers in securities. The more significant
of these policies used in preparing FSIS’s financial statements are described in this summary.

(@) Cash and Cash Equivalents

Cash and cash equivalents include cash, which is being held in a non-interest bearing demand
deposit account at SSB. The Company classifies instruments with original maturity dates of 90 days
or less to be cash equivalents.



FIRST SOUTHEAST INVESTOR SERVICES, INC,
(A Wholly Owned Subsidiary of South State Bank)

Notes to Financial Statements
December 31, 2016

() Income Taxes

(c)

(d)

@

FSIS is included in the consolidated federal income tax return of its Parent. FSIS is also included in
the consolidated South Carolina income tax return of its Parent and its other nonbanking subsidiaries.
The tax sharing agreement with the Parent provides for FSIS to compute its current taxes on a
separate return basis.

FSIS uses ASC 740, Accounting for Income Taxes, which requires accounting for income taxes using
the asset and liability method. Under the asset and liability method of ASC 740, 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.
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.

Commission Revenue

Per the tri-party agreement between FSIS, SSB and LPL, commissions are earned on sales and
purchases of securities by LPL for SSB customers and are recorded on a trade date basis by LPL as
broker/dealer. Perthe agreement, LPL remits the net revenue to FSIS on a monthly basis.

Advertising

FSIS expenses all advertising costs as incurred. Advertising costs for the year ended
December 31,2016 were $250.

Use of Estimates in Preparation of Financial Statements

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.

Fair Value of financial instruments

FSIS’s financial instruments are cash, certificates of deposit, accrued salary expense, and other
liabilities. The carrying values of these on-balance sheet financial instruments approximate their fair
values. FSIS has no off- balance sheet financials instruments. Under US GAAP, fair value estimates
are ranked on a three- tier scale based on the relative reliability of the inputs used in the valuation.
The financial instruments of FSIS include cash which is considered Level 1 and certificates of deposits
which are considered Level 2 and are based upon observable inputs. There are no financial
instruments of FSIS that would be considered Level 3.
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FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of South State Bank)

Notes to Financial Statements
December 31, 2016

Goodwill and Intangible

Intangible assets consist of goodwill and client list intangible that resulted from the acquisition of the
parent company of FSIS on July 27, 2013. Goodwill represents the excess of the purchase price over
the sum of the estimated fair values of the tangible and identifiable intangible assets acquired less the
estimated fair value of the liabilities assumed. Goodwill has an indefinite useful life and is evaluated
for impairment annually, or more frequently if events and circumstances indicate that the asset might
be impaired.

Testing is first conducted through a review of qualitative factors to determine whether it is more
likely than not that the fair value of FSIS is less than its carrying value. This is known as a “Step 0”
analysis. [f, based on a review of qualitative factors, it is more likely than not that the fair value of
FSIS is less than its carrying value, we perform “Step 1™ of the traditional two-step process.

Step I involves comparing FSIS estimated fair value to its carrying value, including goodwill. If
the estimated fair value of FSIS exceeds its carrying value, goodwill assigned to FSIS is considered
not to be impaired. If the estimated fair value is less than the carrying value, then impairment is
indicated and we perform “Step 2” of the traditional two-step process.

Step 2 is conducted by comparing the implied fair value of FSIS goodwill with the carrying amount
of that goodwill. The implied fair value of goodwill is determined in a manner similar to the
amount of goodwill calculated in a business combination, by measuring the excess of the estimated
fair value of FSIS, as determined in the Step 1, over the aggregate estimated fair values of the
individual assets, liabilities and identifiable intangibles as if FSIS was being acquired in a business
combination. If the implied fair value of goodwill exceeds the carrying value of goodwill assigned
to FSIS, there is no impairment. If the carrying value exceeds the implied fair value, an impairment
loss is recognized in an amount equal to that excess. An impairment loss cannot exceed the
carrying value of goodwill assigned to FSIS, and the loss establishes a new basis in the goodwill.
Subsequent reversal of goodwill impairment losses is not permitted. We calculated the carrying
value of goodwill as of April 30™, 2016, our annual test date, and determined that no impairment
charge was necessary.

Client list intangible represents the value of long-term client relationships for the broker/dealer
business. Client list intangible is amortized over the estimated useful life of the client list acquired (7
years) on the straight-line method. The estimated useful life is periodically reviewed for
reasonableness.



FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of South State Bank)

Notes to Financial Statements

December 31, 2016

(3) Goodwill and Other Intangible Assets

The Company’s client list intangibles are included on the face of the balance sheet. The following is a
summary of the gross carrying amount and accumulated amortization:

December 31, 2016

Gross carrying amount $ 2,040,000
Accumulated amortization (995.714)
Intangibles, net $ 1,044,286

Amortization expense totaled $291,429 for the year ended December 31, 2016. Estimated amortization
expense for the other intangibles for the next four years is as follows:

Years ending

December 31:

2017 $ 291,429
2018 291,429
2019 291,429
2020 169,999

$ 1044286
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FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of South State Bank)

Notes to Financial Statements
December 31, 2016

Income Taxes

The components of income tax expense are as follows for the year ended December 31, 2016:

Current:
Federal $ 401,188
State 60,329
461,517
Deferred:
Federal (99,560)
State (14.971)
(114,531)
$ 346,986

The income tax expense for the periods presented differed from the amount computed by applying the
statutory federal income tax rate of 35.0% to income before income taxes because of the following:

2016
Expected federal income tax $ 316,853
State taxes 29,483
Nondeductible expenses 650
Total $ 346,986

The net deferred tax liability at December 31,2016 is $389,494 and is comprised primarily of the difference
in financial and income tax reporting of intangible assets. The balance of the change in the net deferred tax
asset results from current period deferred tax benefit of $114,531. There was no valuation allowance for
deferred tax assets as of December 31, 2016.
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FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of South State Bank)

Notes to Financial Statements
December 31, 2016

Transactions with Related Parties

Expenses are allocated under various methods determined by SSB. These sharing methods are subject to
change. Management fees, occupancy and equipment, and miscellaneous fees paid by FSIS to related parties
for the year ended December 31, 2016 were $3,572,556.

At December 31, 2016, FSIS cash of $1,495,567 was held in a non-interest bearing demand deposit
account at SSB bank.

Parent Employee Benefit Plans

The Parent has established the Sharing Thrift Plan which includes a deferred compensation plan (401(k))
for all full-time and part-time employees. The Plan permits eligible participants to contribute up to but not
to exceed limitations prescribed by law. The Company’s discretionary matching contribution will be 50%
up to 6% of the employee’s compensation. During the year ended December 31, 2016 there was no
matching contribution.

The Plan also provides that all employees who have completed a year of service with the Parent and have
attained age 21 be eligible for a Non-Elective Contribution Account. Employees become vested in their
account over a six-year period or upon their earlier death, disability, or retirement at age 65 or over.
Employees are able to direct the discretionary contribution made to their Non-Elective Contribution Account
to any of the Plan’s investment funds. During the year ended December 31, 2016 there was no matching
contribution.

Net Capital Requirements

The Company is subject to the SEC’s Uniform Net Capital Rule (Rule 15¢3-1) which requires the
maintenance of minimum net capital, defined as $5,000, and requires that the ratio of aggregate
indebtedness to net capital, as defined, shall not exceed 15to 1.

At December 31, 2016, FSIS had net capital for regulatory purposes of $682,880. This was $677,880 in
excess of its required net capital of $5,000. The Company’s ratio of aggregate indebtedness to net capital
was .08 to 1 at December 31, 2016 which is less than the maximum of 15 to 1.

11



FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of South State Bank)

Computation of Aggregate Indebtedness and Net capital
Pursuant to Rule 15c3-1 of the Securities Exchange Act of 1934

December 31, 2016

Aggregate Indebtedness
Accounts payable and accrued liabilities
Net Capital:
Total stockholder's equity
Add allowable credits — deferred tax liability
Less non-allowable assets:
Goodwill
Intangible, net
Non-allowable cash
CD interest penalty
Prepaid expenses and other assets

Net capital

Capital requirement

Net capital excess

Ratio aggregate indebtedness to net capital

2016

$ 53,621

4,268,884
399,439

1,780,448
1,044,286
1,158,488

579

1,642

682,880

—5.000

$ __677.880
.08

Schedule 1

The 2016 computations do not differ materially from the Company’s computation, as shown in its

FOCUS Report Form X-]7A-5, Part II-A dated December 31, 2016.



Schedule 2

FIRST SOUTHEAST INVESTOR SERVICES, INC.
(A Wholly Owned Subsidiary of South State Bank)

December 31, 2016

FSIS is subject to the provisions of Rule 15¢3-3 of the Securities Exchange Act of 1934. FSIS does not
hold customer cash or securities.

FSIS is a limited broker dealer and does not have any balances which would be included in a reserve
computation. Therefore, there is no reserve requirement under Rule 15¢3-3 at December 31, 2016.

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

The above computation does not differ from FSIS’s computation, as shown in its FOCUS Report Form
X-17A-5, Part II-A dated December 31, 2016.



First Southeast Investor Services, Inc. Exemption Report

First Southeast Investor 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):(k)(2)(i) during the period January 1, 2016 to
December 31, 2016.

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

First Southeast Investor Services, Inc.

|, Mark G. Endres, swear (or affirm) that, to my best knowledge and belief, this Exemption Report
is true and correct.

Wl F

Title: @O
February 10, 2017
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DIXON HUGHES GOODMAN, -

Report of Independent Registered Public Accounting Firm

Board of Directors and Shareholders
of First Southeast investor Services, inc.

We have reviewed management's statements, included in the accompanying First Southeast Investor
Services, Inc. Exemption Report, in which (1) First Southeast Investor Services, Inc. (the "Company")
identified the following provisions of 17 C.F.R §15c3-3(k) under which the Company claimed an exemption
from 17 C.F.R. §240.15c3-3: (2)(i) (the "exemption provisions") and (2) the Company stated that the
Company met the identified exemption provisions throughout January 1, 2016 through December 31, 2016
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 State) 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) of Rule 15c3-3 under the Securities Exchange Act of 1934.

ﬂmt‘@%m#f

Raleigh, North Carolina
February 10, 2017
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DIXON HUGHES GOODMAN -

Independent Registered Public Accounting Firm’s Agreed-Upon
Procedures Report on Schedule of Assessment and Payments
(Form Sipc-7)

Board of Directors
of First Southeast Investor Services, Inc.

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934 and with the SIPC Series
600 Rules, we have performed the procedures enumerated below, which were agreed to by First
Southeast Investor Services, Inc. and the Securities Investor Protection Corporation (“SIPC”) with respect
to the accompanying General Assessment Reconciliation (Form SIPC-7) of First Southeast Investor
Services, Inc. (the ‘Company”) for the year ended December 31, 20186, solely to assist you and SIPC in
evaluating First Southeast Investor Services' compliance with the applicable instructions of the General
Assessment Reconciliation (Form SIPC-7). Management is responsible for the Company's compliance
with those requirements. This agreed-upon procedures engagement was conducted in accordance with
aftestation standards established by the Public Company Accounting Oversight Board (United States).
The sufficiency of these procedures is solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures described below
either for the purpose for which this report has been requested or for any other purpose. The procedures
we performed and our findings are as follows:

1) We were unable to compare the listed assessment payments in Form SIPC-7 with respective cash
disbursement records consisting of copies of cancelled checks as the Company's SIPC Net
Operating Revenues were negative and there were no required SIPC payments during the year;

2) Compared the Total Revenue amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2016, with the Total Revenue amounts reported in Form SIPC-7 for the year ended
December 31, 2016, noting no differences;

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

4) Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers supporting the adjustments, noting no differences; and

5) We were unable to compare the amount of overpayment applied to the current assessment with the
Form SIPC-7 on which it was originally computed.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance with the applicable instructions of the 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 listed above and is not
intended to be and should not be used by anyone other than these specified parties. -

ﬂml‘l‘@‘wm”

Raleigh, North Carolina
February 10, 2017
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