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OATH OR AFFIRMATION

1, Joe Navolanic , swear (or affirm) that, to the best of

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

, as
of . . December 31 59 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:

z

ay

7
ignature

| ,Z/DQ,@@’/@/P/(/V’/

Title

Notafy Public RUTH J NOLEN

. . . . NOTARY PUBLIC

This report ** contains (check all applicable boxes): e RANDOLRH-COUNTY NG

[M" (a) Facing Page. L :,LEH'GG,U”l""'"NG“’:"“”‘"’
My Commission Expires 2-6-2018

¥ (b) Statement of Financial Condition.
b4 (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.
[0 (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.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
[0 () 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.
O (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.
[0 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

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



BATCHELOR, TILLERY & ROBERTS, LLI.P

CERTIFIED PUBLIC ACCOUNTANTS
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SCOTT E. CABANISS

Report of Independent Registered Public Accounting Firm

The Stockholders
Intercarolina Financial Services, Inc.:

We have audited the accompanying statement of financial condition of Intercarolina Financial Services,

.Inc. (the. “Company ") as of December 31, 2016, and the related statements of income, changes in
“stockholders’ equity, and cash flows for the year then ended. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

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

The supplemental information on page 10 has been subjected to audit procedures performed in
conjunction with the audit of the Company’s financial statements. The supplemental information is the
responsibility of the Company’s management. Our audit procedures included determining whether the
supplemental information reconciles to the financial statements or the underlying accounting and
other records, as applicable, and performing procedures to test the completeness and accuracy of the
information presented in the supplemental information. In forming our opinion on the supplemental
information, we evaluated whether the supplemental information, including its form and content is
presented in conformity with 17 C.F.R. § 240.17a-5. In our opinion, the supplemental information is
fairly stated, in all material respects, in relation to the financial statements as a whole.

Bt %4’ bohits 11

Raleigh, North Carol
February 27, 2017



Intercarolina Financial Services, Inc.Intercarolina Financial
Services, Inc.

Statement of Financial Condition
As of December 31, 2016

ASSETS
Cash ’ : $ 52113
- Deposit with Clearing Organization : 25,000
Accounts Receivable:

Commissions and Fees 242,393

Stockholders - 34,986

Other , 6,180
Securities Owned: '

Not Readily Marketable, at Estimated Fair Value 1,700
Prepaid ltems ' , 5,002
Furniture and Equipment at Cost, Net of Accumulated

Depreciation of $50,524 | 11,378
Website Development, Net of Accumulated ‘

Amortization of $2,750 2,750

TOTAL ASSETS' $ 381,592

LIABILITIES AND STOCKHOLDERS' EQUITY

Commissions Payable $ 182,002
Accounts Payable, Accrued Expenses ‘
and Other Liabilities : 22,759

TOTAL LIABILITIES | 204,761

Stockholders' Equity _
Common Stock ($1 par Value, 100,000 Shares Authorized,

1,338 Shares Issued and Outstanding) | 1,338
Additional Paid-in Capital ' 58,518
Retained Earnings 116,975

TOTAL STOCKHOLDERS' EQUITY 176,831
TOTAL LIABILITIES AND _
STOCKHOLDERS' EQUITY - $ 381,592

The accompanying Notes are an integral part of these Financial Statements.
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Intercarolina Financial Services, Inc.

Statement of Income A
For the Year Ended December 31, 2016

Revenues
Commissions - Listed Securities and Options $ 265329
Commissions - All Other Securities 53,712
Sale of Investment Company Shares 225,160
Fees for Account Supervision, Investment Advisory
and Other Administrative Services 1,489,092
Other 419,258
TOTAL REVENUES ' 2,452,661
Expenses
Commissions 1,935,503
Officers' Salaries and Fringe Benefits 68,065
Employees' Compensation 78,430
Payroll Taxes 15,749
Insurance 15,597
Rent - 31,351
Depreciation and Amortization 6,989
Regulatory and Exchange Fees 32,210
Office 36,258
Taxes and Licenses , 203
Other 30,769
TOTAL EXPENSES 2251124
NET INCOME $ 201,427

The accompanying Notes are an integral part of these Financial Statements.
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Intercarolina Financial Services, Inc.Intercarolina Financial
Services, Inc.

Statement of Changes in Stockholders' Equity
For the Year Ended December 31, 2016

Additional Total
Common Paid-in Retained  Stockholders'
Stock Capital Earnings Equity
Stockholders' Equity ‘ '

January 1, 2016 $ 1338 § 48518 § 89605 § 139461
Net Income 0 0 201,427 201,427
Capital Contribution 0 10,000 .0 10,000
Dividends Paid 0 0 (174,057) (174,057)

Stockholders’ Equity
December 31, 2016 $ 1338 § 58518 $ 116975 $ 176,831

The accompanying Notes are an integral part of these Financial Statements.
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Intercarolina Financial Services, Inc.

Statement of Cash Flows
For the Year Ended December 31, 2016

- Cash Flows from Operating Activities:

Net Income
Adjustments to Reconcile Net Income to
Net Cash Provided by Operating Activities:
Depreciation '
Amortization
Decrease in Operating Assets:
Deposit with Clearing Organization
Commissions and Fees Receivable
Other Receivables
Prepaid ltems
Increase in Operating Liabilities:
Accounts Payable and Accrued Expenses

Net Cash Provided by Operating Activities

Cash Flows fromInvesting Activities
Advances to Stockholders

 Net Cash Used by Investing Activities

Cash Flows from Financing Activities:
Dividends Paid
Capital Contribution

Net Cash Used by Financing Activities

Net Decrease in Cash

Cash at Beginning of Year

Cash at End of Year

$ 201,427

5,156
1,833

(31,841)
133,321

(1,000)
(1,000)

(174,057)
10,000

(164,057)

(31,736)
83,849

$ 52113

The accompanying Notes are an integral part of these Financial Statements.
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Intercarolina Financial Services, Inc.

Notes to Financial Statements
December 31, 2016

NOTE 1 - Summary of Significant Accounting Policies

Organization and Nature of Business - Intercarolina Financial Services, Inc., (“The Company”) is
a fully disclosed introducing broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of various exchanges and the Financial Industry Regulatory
Authority (FINRA). The Company’s securities are cleared through a clearing broker-dealer. The
Company does not maintain customers’ security accounts nor does it perfonn custodial functions
related to customer securities.

Basis of Presentation - The Company is engaged in a single line of business as a securities
broker-dealer, which comprises several classes of services. - The Company's policy is to prepare
its financial statements in accordance with accounting principles generally accepted in the United
States of America.

The Company charges certain expenses to its brokers including occupancy, insurance, regulatory
and exchange fees and professional fees. The expenses in the Statement of Income are presented
net of chargebacks.

Securities Transactions - Commission revenues from securities transactions are recognized on a
trade-date basis.

Bad Debts - The Company records an allowance for doubtful receivables in amounts equal to the
estimated collection losses that will be incurred. Management considers all accounts receivable
collectible at December 31, 2016, therefore no allowance is required.

Furniture and Equipment — Furniture and equipment are recorded at cost. Depreciation is
provided over the estimated useful lives of the related assets, primarily 5-10 years, using the
straight-line method. Depreciation expense was $5,156 in 2016.

Website Development — Website development costs are amortized on the straight-line basis over
the estimated useful life of the assets.

Commissions - Commissions and related clearing expenses are recorded on a trade-date basis as
securities transactions occur.

Investment Advisory Income - Investment advisory fees are recognized as earned on a pro rata
basis over the term of the contract.

Cash - For purposes of reporting cash flows, cash includes cash on deposit with federally insured
commercial banks, cash on deposit with clearing brokers, and certificates of deposit with original
maturities of three months or less.

(Continued)



Intercarolina Financial Services, Inc.

Notes to Financial Statements
December 31, 2016

NOTE 1 — Summary of Significant Accounting Policies (Continued)

Use of Estimates - The presentation of financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and assumptions that
affect the amounts reported in the financial statements and accompanying notes. Actual results
may differ from those estimates.

Deposits Held In Financial Institutions - The Company maintains its cash balances in bank
deposit accounts that, at times, may exceed federally insured limits. These accounts are insured
by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per institution and did not
exceed the federally insured limit at December 31, 2016.

Subsequent Events - Subsequent events have been evaluated through February 27, 2017, which is
the date the financial statements were available to be issued.

NOTE 2 - Securities Owned

Not Readily Marketable - The Company has investments in two non-publicly traded companies,
one consisting of less than 1% of the issued common stock of a real estate investment company
and the second consisting of 1% of the issued common stock of Fund Direct Advisors, Inc., a
registered investment advisor. These investments are valued at cost, which approximates
management’s estimate of fair value.

N_OTE 3 - Website Development

The folloWing table represents the website development and related accumulated amortization for
the year ended December 31, 2016:

Website Development $ 5,500
" Less: Accumulated Amortization (2,750)
~ Unamortized Balance $ 2,750

Amortization eXpérise was $1,833 for the year ended December 31, 2016.

The following table represents future estimated amortization expense for the years ended
December 31: :

2017 - $ 1,833

2018 917
32750



Intercarolina Financial Services, Inc.

Notes to Financial Statements
December 31, 2016

NOTE 4 - L eases

The Company leases its Greensboro office and office equipment under operating lease
agreements which expire in 2018. The Company also leases two vehicles under operating leases
which expire in 2019. Rent expense for the year ended December 31, 2016 was $31,351. Future
minimum lease obligations are as follows at December 31:

2017 $ 51,219
2018 35,406
2019 6,373

$ 92,998

NOTE S - Related Party Transactions

The Company has made unsecured non-interest-bearing advances to stockholders of $34,986 as
of December 31, 2016. In addition, the Company receives fees from Fund Direct Advisors, Inc.,
arelated corporation. Fees earned during 2016 were approximately $57,000.

NOTE 6 - Retirement Plan

The Company maintains a Savings Incentive Match Plan for Employees of Small Employers.
The Company did not contribute to the plan in 2016.

NOTE 7 - Income Taxes

The Company has elected "S" Corporation status. Accordingly, all tax attributes are passed
through to the stockholders for both federal and state income-tax purposes.

Effective January 1, 2009, the Company implemented the accounting guidance for uncertainty in
income taxes using the provisions of Financial Accounting Standards Board (FASB) ASC 740,
Income Taxes. Using that guidance, tax positions initially need to be recognized in the financial
statements when it is more-likely-than-not the position will be sustained upon examination by the
tax authorities. Using that guidance, tax positions initially need to be recognized in the financial
statements when it is more-likely-than-not the positions will be sustained upon examination by
the tax authorities. Such tax positions initially and subsequently need to be measured as the
largest amount of tax benefit that has a greater than 50% likelihood of being realized upon
ultimate settlement with the tax authority assuming full knowledge of the positions and relevant
facts. It also provides guidance for derecognition, classification, interest and penalties,
accounting in interim periods, disclosure and transition.

(Continued)



Intercarolina Financial Services, Inc.

Notes to Financial Statements
December 31, 2016

NOTE 7 - Income Taxes (Continued)

As of December 31, 2016, the Company had no uncertain tax positions that qualify for either
recognition or disclosure in the financial statements and has incurred no interest or penalties
related to unrecognized tax liabilities. With few exceptions, the Company is no longer subject to
U.S. federal, state, and local income tax examinations by tax authorities for years before 2013.

NOTE 8 - Net Capital Requirement

‘The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1 (and the rule of
the “applicable” exchange also provides that equity capital may not be withdrawn or cash
dividends paid if the resulting net capital ratio would exceed 10 to 1). At December 31, 2016,
the Company had net capital of $103,118, which was $89,460 in excess of its required net capital
of $13,658. The Company’s ratio of aggregate indebtedness to net capital was 1.99 to 1 at
December 31, 2016.



_ | A Schedule 1
- Intercarolina Financial Services, Inc.

Computatlon of Net Capital Requirement Under Rule 15¢3-1 of the
Securities and Exchange Commission
As of December 31, 2016

Net Capital

- Total stockholders' equity qualified for Net Capital ' $ 176,831
Subordinated Borrowings 0
Total capital and allowable subordinated liabilities 176,831

Deductions and/or Charges:
Non-allowable assets:

Certain pending commissions 11,627
Receivables from stockholders and brokers 41,166
Securities not readily marketable ' 1,700
Property and equipment, net ' 11,378
Website development, net ‘ 2,750
Prepaid ltems 5,092

' 73,713

Net Capital $ 103,118

Agaregate Indebtedness

Total aggregate indebtedness included in
Statement of Financial Condition $ 204,761

Ratio of aggregate indebtedness to net capital ' 1.99

Computation of Net Capital Requirement

Minimum net capital required (6 2/3% of
aggregate indebtedness) $ 13,658

Minimum dollar net capital requirement $ 5,000

There are no material differences between the preceding computation and the Company's
corresponding unaudited part IT of Form -17A-5 as of December 31, 2016.
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BATCHELOR, TILLERY & ROBERTS, LLP

CERTIFIED PUBLIC ACCOUNTANTS
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WM. JAMES BLACK, JR. FACSIMILE (919) 783-6724

SCOTT E. CABANISS

Report of Independent Registered Public Accounting Firm

The Stockholders
Intercarolina Financial Services, Inc.:

We have reviewed-management’s statements, included in the accompanying Exemption Statement, in
which (1) Intercarolina Financial Services, Inc. (the “Company™) identified the following provisions of
17 C.F.R. § 15¢3-3(k) under which the Company claimed an exemption from 17 C.F.R. § 240.15¢3-3:
(2)(1) and (2)(ii), and (2) the Company stated that the Company met the identified exemption provisions
throughout the most recent fiscal year without exception. The Company’s management is responsible for
compliance with the exemption provisions and its statements.

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

Based on our review, we are not aware of any material modifications that should be made to
management’s statements referred to above for them to be fairly stated, in all material respects, based
on the conditions set forth in paragraphs (k)(2)(1) and (k)(2)(ii) of Rule 15¢3-3 under the Securities
Exchange Act of 1934.

Ralelgh North Carohna
February 27, 2017



EXEMPTION STATEMENT

Intercarolina Financial Services, Inc. (“Company”) is a registered broker-dealer subject to SEC
Rule 17a-5 (“Reports to be made by certain brokers and dealers”). This Exemption Report was
. prepared as required by Rule 17a-5(d)(1) and (4) To the best of its knowledge and belief, the
Company states the following:

Intercarolina Financial Services, Inc. claims an exemption from SEC Rule 15¢3-3, during the
year ended December 31, 2016, pursuant to paragraph k(2)(i) and also paragraph k(2)(ii).

Intercarolina Financial Services, Inc. met the identified exemption provisions throughout the
year ended December 31, 2016 without exception.

%W

avolamc President

%J =2/
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SCOTT E. CABANISS

SEC
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INDEPENDENT ACCOUNTANTS’ REPORT ON Section
APPLYING AGREED-UPON PROCEDURES RELATED TO, , , .
AN ENTITY’S SIPC ASSESSMENT RECONCILIATION 1A% ) 1 201/

Washingion DG

The Board of Directors and Stockholders 408

Intercarolina Financial Services, Inc.:

In accordance with Rule 17a-5(¢)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
[General Assessment Reconciliation (Form SIPC-7)] on page 3 to the Securities Investor Protection
Corporation (SIPC) for the year ended December 31, 2016, which were agreed to by Intercarolina
Financial Services, Inc. and the Securities and Exchange Commission, Financial Industry Regulatory
Authority, Inc., and SIPC, solely to assist you and the other specified parties in evaluating Intercarolina
Financial Services, Inc.’s compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7). Intercarolina Financial Services, Inc.’s management is responsible for
Intercarolina Financial Services, Inc.’s compliance with those requirements. This agreed-upon
procedures engagement was conducted 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 we performed and our findings are as
follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement
records noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31,
2016, as applicable, with the 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, Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers supporting the adjustments noting no differences.



The Board of Directors and Stockholders
Page 2 -

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have been
reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

February 27, 2017



INTERCAROLINA FINANCIAL SERVICES, INC.

Schedule of Assessment and Payments

Year ended December 31, 2016

Assessment for December 31, 2016

Less:
Overpayment from 2015
Payment July 29, 2016
- Payment February 16, 2017

Balance due Mafch 1, 2017

$

4,690

(15)
2,177

(2,513)

(15)



