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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: StockCross Financial Services, Inc. OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM I.D. NO.
9464 Wilshire Blvd
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Michael J Colombino 310432-2192
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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Lilling and Company, LLP

(Name - if individual, state last, first, middle name)

10 Cutter Mill Rd. Great Neck NY 11021
(Address) (City) (State) (Zip Code)
CHECK ONE:

Certiﬂed Public Accountant

Public Accountant
Accountant not resident in United States or any of its possessions.
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OATH OR AFFIRMATION
i, Michael Colombino , swear (or affirm) that, to the best of

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

of December 31 ,2016

» a8
, are true and correct. [ 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

CFO
g{/ Title
L D= ED SHAUGHNESSY

“Notary\Bdblic Commission # 2079682

Notary Public - California
This report *¥ contains (check all appligable boxes): Los Angeles County
E (a) Facing Page. My Comm. Expires Sep 24, 2018
(b) Statement of Financial Condition.
[ (¢) Statement of Income (Loss).
[J (d) Statement of Changes in Financial Condition.
[J (e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors® Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
O (g) Computation of Net Capital.
O
M
a
a
il
O
O

LYNN

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

**For conditions of confidential ireatment of certain portions of this filing, see section 240.17a-5(e)(3).
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A notary public or other officer completing this certificate verifies only the identity of the individual who signed the
document to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document.

State of California )

County of __%95 ANGELES )

On_Febroary 2%, 2017 pefore me, Ed _Shavghness y ), Motery f-/b’:o
Date Here Insert Name and Title of the Officer

persona”y appeared m Ic h qe I @ 4] lom bf’? (o]

Name(s) of Signer(s)

subscribed to the within instrument and acknowledged to me that {he)¥she/they executed the same in
her/their authorized capacity(ies), and that by@her/their signature(g) on the instrument the person(g),
or the entity upon behalf of which the person(g) acted, executed the instrument.

| certify under PENALTY OF PERJURY under the laws
of the State of California that the foregoing paragraph
is true and correct.

WITNESS my. hand and official seg.

who proved to me on the basis of satisfactory evidence to be tr@)erson(t) whose name(g) @are

ED SHAUGHNESSY
Commission # 2079682

e ——

y . . 2
<H Notary Public - California 2 i v
2\ Los Angeles County 2 Signature A \\H(’ '

My Comm. Expires Sep 24, 2018 Signature ofNotary Publrc}
Place Notary Seal Above
OPTIONAL

Though this section is optional, completing this information can deter alteration of the document or
fraudulent reattachment of this form to an unintended document.

Description of Attached Document

Title or Type of Document: Document Date:

Number of Pages: Signer(s) Other Than Named Above:

Capacity(ies) Claimed by Signer(s)

Signer’s Name: Signer’s Name:

[ Corporate Officer — Title(s): [ Corporate Officer — Title(s):

[0 Partner — [ Limited []General O Partner — [ Limited [ General

O Individual [0 Attorney in Fact M Individual (] Attorney in Fact

O Trustee [ Guardian or Conservator 1 Trustee [ Guardian or Gonservator
O Other:, U Other:

Signer Is Representing: Signer Is Representing:
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©2014 National Notary Association « www.NationalNotary.org « 1-800-US NOTARY (1-800-876-6827)  ltem #5907




Lilling & Company LLP

Certified Public Accountants

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Stockeross Financial Services, Inc.
Beverly Hills, California

We have audited the accompanying statement of financial condition of Stockcross Financial
Services, Inc. as of December 31, 2016, and the related notes to the financial statement. This
financial statement is the responsibility of Stockcross Financial Services, Inc.'s management. Our
responsibility is to express an opinion on this financial statement 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. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the statement of financial condition. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall statement of financial condition presentation. We believe that our audit provides a
reasonable basis for our opinion.

in our opinion, the statement of financial condition referred to above presents fairly, in all material
respects, the financia! position of Stockcross Financial Services, Inc. as of December 31, 2016 in
accordance with accounting principles generally accepted in the United States of America.

.

1.,

CERTIFIED PUBLIC ACCOUNTANTS
Great Neck, New York
February 27, 2017

Ten Cutter Mill Road, Great Neck, NY 11021-3201 o (516) 829-1099 ¢ Fax (516) 829-1065



STOCKCROSS FINANCIAL SERVICES, INC.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2016

ASSETS

Cash $ 2,291,448
Cash and securities segregated under federal and other regulations
(cash of $187,300,705 and securities with a fair value of $92,596,467) 279,897,172
Receivable from broker-dealers and clearing organization 2,300,481
Receivable from customers ) 66,141,219
Receivable from non-customers _ 19,090
Securities owned-marketable, at fair value 4,614,209
Securities borrowed 11,907,000
Goodwill : 8,029,258
Property, equipment and leasehold improvements, ‘

net of accumulated depreciation and amortization 1,148,083
Other assets 2,158,726

$ 378,506,686

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Payable to customers $ 338,544,322
Payable to non customers 6,609,883
Drafts payable 3,759,363
Payable to broker-dealers and clearing organizations 317,849
Securities loaned 1,519,500
Securities sold, not yet purchased, at fair value 745,682
Accounts payable, accrued expenses and other liabilities 1,280,012
352,776,611
Stockholder's Equity
Common stock; $.0016 par value, 7,500,000 shares authorized,

5,802,500 shares issued and outstanding 9,284
Paid-in capital 21,921,492
Retained earnings 4,255,732
Less: stock subscription receivable (456,433)

25,730,075

$ 378,506,686

See notes to financial statements



STOCKCROSS FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

ORGANIZATION AND NATURE OF BUSINESS

StockCross Financial Services, Inc. (the "Company”) is a securities broker dealer
registered with the Securities and Exchange Commission (“SEC") and is a member of
Financial Industry Regulatory Authority (“FINRA").

The Company is located in Beverly Hills, California, with offices throughout the United
States and worldwide customers.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The financial statements are presented on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of
America.

Securities Transactions and Commissions

Customers’ securities transactions are recorded on a settlement date basis, generally
three business days following the transaction. Commissions and other securities
transactions are recorded on a frade-date basis as the securities transactions occur.
Securities owned are recorded at current market value.

Securities Borrowed and Loaned

Securities borrowed are recorded at the amount of cash collateral advanced.
Securities borrowed transactions require the Company to deposit cash, letters of credit,
or other collateral with the lender. Securities loaned are recorded at the amount of
cash collateral received. For securities borrowed and loaned, the Company monitors
the market value, with additional collateral obtained or refunded as necessary.

Goodwill

In accordance with the Financial Accounting Standards Board “FASB” Accounting
Standards Codification “ASC” section 350, "Goodwill and Other Intangible Assets”, the
Company does not amortize goodwill and indefinite-lived intangible assets. Instead,
these assets are reviewed for impairment annually or more frequently when events or
circumstances indicate that the carrying amount more likely than not exceeds it fair
value. Using cash flow and market analysis, management determined that the carrying
value of goodwill was not impaired and therefore there was no impact on the
Company's financial position or results of operations as of and for the year ended
December 31, 2016.



STOCKCROSS FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

Income Taxes

The Company elected to be taxed as an “S” Corporation for federal income tax
purposes and in various states. As an S corporation, the Company is not subject to
federal income taxes and passes through substantially all taxable items to the
shareholders of the Company. The Company is subject to state and local income
taxes in various states and localities.

The Company recognizes the effect of tax positions only when they are more likely
than not to be sustained under audit by the taxing authorities. At December 31,
2016, the Company did not have any unrecognized tax benefits or liabilities. The
Company operates in the United States and in state and local jurisdictions, and tax
years prior to 2013 are no longer subject to examination by taxing authorities. There
are presently no income tax examinations in process.

Property and Equipment

Property, equipment and leasehold improvements are carried at cost less accumulated
depreciation and amortization. Depreciation and amortization are recorded on a
straight-line basis over the lesser of the estimated useful lives of the related assets or
the non-cancelable remaining lease terms, as appropriate.

Drafts Payable

Drafts payable represent checks drawn by the Company against customer accounts
which remained outstanding and had not cleared the bank subsequent to year end.

Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities whose contra-
parties include broker-dealers, banks and other financial institutions.

In the event contra-parties do not fulfill their obligations, the Company may sustain a
loss if the market value of the instrument is different from the contract value of the
transaction. The risk of default primarily depends upon the credit worthiness of the
contra-parties involved in the transactions. It is the Company's policy to review, as
necessary, the credit standing of each contra-party with which it conducts business.

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



STOCKCROSS FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

FAIR VALUE MEASUREMENTS

FASB ASC 820 defines fair value, established a framework for measuring fair value,
and established a hierarchy of fair value inputs. 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. A fair value measurement assumes that
the transaction to sell the asset or transfer the liability occurs in the principal market for
the asset or liability or, in the absence of a principal market, the most advantageous
market. Valuation techniques that are consistent with the market, income or cost
approach, as specified by FASB ASC 820, are used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure
fair value into three broad levels:

Level 1 — Quoted prices (unadjusted) in active markets for identical assets or
liabilities that the Company can assess.at the measurement date.

Level 2 — Inputs other than quoted prices included within level 1 that are observable
for the asset or liability, either directly or indirectly.

Level 3 — Unobservable inputs for the asset or liability.

The availability of observable inputs can vary from security to security and is affected
by a wide variety of factors, including, for example, the type of security, the liquidity
of markets, and other characteristics particular to the security. To the extent that the
valuation is based on models or inputs that are less observable or unobservable in
the market, the determination of fair value requires more judgment. Accordingly,

the degree of judgment exercised in determining fair value is greatest for instruments
categorized in Level 3.

The inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, for disclosure purposes, the level in the fair value
hierarchy within which the fair value measurement falls in its entirety is determined
based on the lowest level input that is significant to the fair value measurement.

Fair value is a market-based measure considered from the perspective of a market
participant rather than an entity-specific measure. Therefore, even when market
assumptions are not readily available; the Company's own assumptions are set to
reflect those that the Company believes market participants would use in pricing the
asset or liability at the measurement date.



STOCKCROSS FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

A description of the valuation techniques applied to the Company’s major categories of
assets and liabilities measured at fair value on a recurring basis follows:

U.S. Government Securities. U.S. government securities are valued using quoted market
prices. Valuation adjustments are not applied. Accordingly, U.S. government securities are
generally categorized in level 1 of the fair value hierarchy.

Municipal Securities. The fair value of municipal securities are determined using recently
executed transactions, market price quotations (when observable), bond spreads from
independent external parties, such as vendors and brokers, adjusted for any basis
difference between cash and derivative instruments. The spread data used is for the same
maturity as the bond. Municipal Securities are generally categorized in level 2 of the fair
value hierarchy.

Corporate Bonds and Convertible Preferred Stock. The fair value of corporate bonds and
convertible preferred stock are determined using recently executed transactions, market
price quotations (when observable), bond spreads or credit default swap spreads obtained
from independent external parties, such as vendors and brokers, adjusted for any basis
difference between cash and derivative instruments. The spread data used is for the same
maturity as the bond. If the spread data does not reference the issuer, then data that
reference a comparable issuer are used. When position-specific external price data is not
observable, fair value is determined based on either benchmarking to similar instruments or
cash flow models with yield curves, bond, or single-name credit default swap spreads and
recovery rates as significant inputs. Corporate bonds and convertible preferred stocks are
generally categorized in level 2 of the fair value hierarchy.

Exchange-Traded Equity Secunties. Exchange-traded equity securities are generally valued
based on quoted prices from the exchange. To the extent these securities are actively
traded, valuation adjustments are not applied, and they are categorized in level 1 of the fair
value hierarchy; otherwise, they are in level 2 or level 3 of the fair value hierarchy.

Certificates of Deposit. Certificates of deposit included in investments are valued at cost,
which approximates fair value. These are included within segregated investments in level 2 of
the fair value hierarchy.

Exchange-Traded Options. Exchange-traded option securities are generally valued based
on quoted prices from the exchange. To the extent these securities are actively traded,
valuation adjustments are not applied, and they are categorized in level 1 of the fair value
hierarchy.



STOCKCROSS FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

The following table presents the Company's fair value hierarchy for those assets and liabilities

measured at fair value on a recurring basis as of December 31, 2016:

Level 1 Level 2 Level 3
Assets
Segregated Securities
Certificates of Deposit $ - $16646,205 $ -
US Treasury Notes 75,950,262 - -
Securities owned
Certificates of Deposit - 19,810
US Treasury Notes 1,298,298 - -
Municipal obligations - 1,137,205
Corporate obligations and
Convertible Preferred Stocks - 453,763
Equity securities 722,485 600,172 382,476
Total $77.971.045 $18857,155  $382.476
Liabilities
Securities sold, not yet purchased
US Treasury Notes $ 96,547 $ - $ -
Equity securities 648.385 } }
Options 750 - -
Total $745.662 - =
Changes in Level 3 Equity Assets 01/01/2016 - 12/31/16
Balance - January 1, 2016 $ -
Unrealized gains (losses) (466)
Purchases 232,942
Transfers in __ 150,000

Balance - December 31, 2016 $ 382476

Total

$16,646,205
75,950,262

19,810
1,298,298
1,137,205

453,763
1,705,133

$97,210,676

$96,547

648,385
750



Fair Value
December 31, Valuation Unobservable  Range of Inputs
2016 Techniques Inputs (Weighted Average)
Assets
Liquidation Expected
Equity Securities  $242,476 valuation recovery 86.7%
Comparative
transaction
Equity Securities  $140,000 analysis Discount 16.6%
4. COMMITMENTS AND CONTINGENCIES
Lease Commitments
The Company rents office space and leases computers and other equipment under
various operating leases. Rent expense for the year ended December 31, 2016 was
approximately $1,645,000, commitments going forward are:
2017 $ 1,243,000
2018 1,106,000
2019 985,000
2020 1,014,000
Thereafter 297.000
$4,645.000
Litigation and Regulatory Matters
The Company is subject to various claims and arbitrations in the normal course of
business. The Company believes that the resolution of these matters will not have a
material adverse effect on these financial statements.
5. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

STOCKCROSS FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

The Company enters into various transactions to meet the needs of customers,
conduct trading activities, and manages market risks and is, therefore, subject to
varying degrees of market and credit risk.

In the normal course of business, the Company's customer activities involve the
execution, seftlement, and financing of various customer securities transactions.
These activities may expose the Company to off-balance sheet risk in the event the
customer or other broker is unable to fulfill its contracted obligations and the Company
has to purchase or sell the financial instrument underlying the contract at a loss.



STOCKCROSS FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

The Company's customer securities activities are transacted on either a cash or margin
basis. In margin transactions, the Company extends credit to its customers, subject to
various regulatory and internal margin requirements, collateralized by cash and
securities in the customers’ accounts. In connection with these activities, the Company
executes and clears customer transactions involving the sale of securities not yet
purchased, substantially all of which are transacted on a margin basis subject to
individual exchange regulations.

Such transactions may expose the Company to off-balance sheet risk in the event
margin requirements are not sufficient to fully cover losses that customers may incur.
In the event the customer fails to satisfy its obligations, the Company may be required
to purchase or sell financial instruments at prevailing market prices to fulfil the
customer's obligations.

The Company seeks to control the risks associated with its customer activities by
requiring customers to maintain margin collateral in compliance with various regulatory
and internal guidelines. The Company monitors required margin levels daily and,
pursuant to such guidelines, require customers to deposit additional collateral or to
reduce positions, when necessary.

The Company's customer financing and securities settlement activities may require the
Company to pledge customer securities as collateral in support of various secured
financing sources such as bank loans and securities loaned. In the event the counter-
party is unable to meet its contractual obligation to return customer securities pledged
as collateral, the Company may be exposed to the risk of acquiring the securities at
prevailing market prices in order to satisfy its customer obligations. The Company
controls this risk by monitoring the market value of securities pledged on a daily basis
and by requiring adjustments of collateral levels in the event of excess market
exposure. In addition, the Company establishes credit limits for such activities and
monitors compliance on a daily basis.

RECEIVABLE FROM AND PAYABLE TO BROKER-DEALERS AND CLEARING
ORGANIZATIONS

At December 31, 2016, amounts receivable from and payable to broker-dealers and
clearing organizations include the following:

Receivables:
Clearing organizations $ 879,434
Brokers and dealers 75,000
Securities failed to deliver 1,346,047

$§ 2300481
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STOCKCROSS FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

Payables:
Brokers and dealers $ 46,767
Securities failed to receive 271,082
$317.849
PROFIT SHARING PLAN

The Company sponsors a 401(k) profit sharing plan, which covers substantially all
employees. Employee contributions to the plan are at the discretion of eligible
employees. There were no contributions by the company to the plan for the year
ended December 31, 2016.

RECEIVABLE FROM AND PAYABLE TO CUSTOMERS

Accounts receivable from and payable to customers include amounts due on cash and
margin transactions. Securities owned by customers are held as collateral for
receivables

CASH AND SECURITIES SEGREGATED UNDER FEDERAL AND OTHER
REGULATIONS

Cash equivalents (interest bearing deposit accounts) and securities owned in the
amount of $279,897,172 (cash $187,300,705, securities with -a fair value $92,596,467)
have been segregated in special reserve accounts for the benefit of customers under
Rule 15c3-3 of the Securities and Exchange Commission.

PAYABLE TO NON CUSTOMERS

Payable to non customers includes amounts due on cash transactions on accounts
owned and controlled by principal officers, directors and stockholders of the company.
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STOCKCROSS FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

FAIR VALUE OPTIONS

The Company'’s financial instruments, securities owned and securities sold but not
yet purchased, are recorded at fair value in the Statement of Financial Condition.
The fair value option is an accounting election that allows the reporting entity to
apply fair value accounting for certain financial assets and liabilites on an
instrument-by-instrument basis. As of December 31, 2016, the Company did not
elect the fair value option for any of its financial assets or liabilities not already
recorded at fair value.

The following represents financial instruments in which the ending balance at
December 31, 2016 is not carried at fair value on the Statement of Financial
Condition:

Short-term financial instruments: The carrying value of short-term financial
instruments, including cash and cash segregated pursuant to federal regulations are
recorded at amounts that approximate the fair value of these instruments. These
financial instruments generally expose the Company to limited credit risk and have
no stated maturities or have short-term maturities and carry interest rates that
approximate market rates.

Receivables and other assets: Brokerage client receivables, receivables from
broker-dealers and clearing organizations, securities borrowed, other receivables
and certain other assets are recorded at amounts that approximate fair value.

Payables: Brokerage client payables, payables due to broker-dealers and clearing
organizations and certain other liabilities are recorded at amounts that approximate
fair value due to their short-term nature.

NET CAPITAL REQUIREMENTS

The Company, as a broker-dealer, is subject to the Uniform Net Capital Rules of the
SEC (Rule 15¢3-1) of the Securities Act of 1934. Under the alternate method permitted
by this rule, net capital, as defined, shall not be less than 2% of aggregate debit items
arising from customer transactions. At December 31, 2016, the Company’s net capital
was $12,403,152, which was $10,828,962 in excess of its required net capital of
$1,574,190. The Company’s percentage of aggregate debit balances to net capital was
15.76% as of December 31, 2016.
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STOCKCROSS FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

INCENTIVE PLAN

With the approval of the board of directors and stockholder, the Company adopted
an incentive plan (the “Plan”) in 2007 to provide annual incentives to certain
employees and directors. The incentives will be the award of cash settled stock
appreciation rights (“SARs”) based on shares of common stock not to exceed
100,000 shares awarded to any one participant for a calendar year. SARs which
satisfy the vesting requirements set forth in the Plan will entitle the participant to
receive a cash settled payment equal to the appreciation in the fair market value of a
stated number of shares of common stock from the grant date to the date of
exercise. The grant price for a particular SAR will be set forth in the award notice.
There were no SARs issued or forfeited during 2016. At December 31, 2016, there
were approximately 500,000 SARs outstanding. In the opinion of management, the
exercise of SARs would not have a material impact on the financial statements.
Subsequently, the plan was terminated on January 18, 2017.

SUBSEQUENT EVENTS

The Company has evaluated events that have occurred subsequent to December
31, 2016 and through February 27, 2017, the date of the filing of this report. There
have been not material subsequent events that occurred during such period that
would require disclosure in this report or would be required to be recognized in the
financial statements as of December 31, 2016.
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