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OATH OR AFFIRMATION

I, Jay McAnelly . , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Investment Professionals, Inc. . as
of December 31 ;2016 - 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:

SN, YVONNE G. MALDONADO Qyém
£2 0 % Notary Public. State of Texas 6 Signam@
24 PN\ od My Commission Explres

e o .

A August 21, 2018 President & CEO

Title

Notary Public

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

M (a) Facing Page.

@ (b) Statement of Financial Condition.

] (c) Statement of Income (Loss).

i (d) Statement of Changes in Financial Condition.

1] (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors® Capital.

] (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

M (g) Computation of Net Capital.

0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

0 (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.

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

¥ (1) An Oath or Affirmation. -

[J (m) A copy of the SIPC Supplemental Report.

0 (n) Areportdescribingany material inadequacies found to exist or found to have existed since the date ofthe previous audit.

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

Certified Public Accountant

Member American Institute of Certified Public Accountants
Registered with the Public Company Accounting Oversight Board

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors
Investment Professionals, Inc.
San Antonio, Texas

| have audited the accompanying statement of financial condition of Investment Professionals, Inc. as
of December 31, 2016 and 2015, and the related statements of income, changes in stockholders’
equity, changes in liabilities subordinated to claims of general creditors, and cash flows for the years
then ended. These financial statements are the responsibility of Investment Professionals, Inc.’s
management. My responsibility is to express an opinion on these financial statements based on my
audit.

| conducted my audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that | 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. | believe
that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Investment Professionals, Inc. as of December 31, 2016 and 2015, and the results
of its operations and its cash flows for the years then ended in conformlty with accounting principles
generally accepted in the United States of America.

The Computation of Aggregate Indebtedness and Net Capital Under Rule 15c3-1 has been subjected
to audit procedures performed in conjunction with the audit of Investment Professionals, Inc.’s
financial statements. The supplemental information is the responsibility of Investment Professionals,
Inc’s management. My 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 my opinion on the supplemental information,
| evaluated whether the supplemental information, including its form and content, is presented in
conformity with 17 C.F.R. § 240.17a-5. In my opinion, the Computation of Aggregate Indebtedness
and Net Capital Under Rule 1.5¢3-1 is fairly stated, in all material respects, in relation to the financial
statements as a whole.

R. D. Harrison, CPA
San Antonio, Texas

February 23, 2017

1
P.O. Box 65076 - San Antonio, Texas 78265-5076 - (210) 545-3075 - FAX (210) 495-8061



INVESTMENT PROFESSIONALS, INC.
Statement of Financial Condition
December 31, 2016 and 2015

ASSETS
2016 2015
Cash and cash equivalents $5,639,315. §  5,124,475.
Investment securities ' 1,916. 24,891.
Accounts receivable ~ clearance and commissions 734,804. 1,858,488.
Accounts receivable - other 776,836. 933,124,
Prepaid expenses and deposits 888,091. 854,354,
Furniture and equipment, net of accumulated
depreciation of $3,216,283 in 2016 and 214,608. 387,355.
$3,140,279in 2015
Total assets S 8,255,570. S 9,182,687,

LIABILITIES AND STOCKHOLDERS’ EQUITY

Liabilities:
Accounts payable and accrued expenses $1,250,425. $§  1,496,122.
Commissions payable 1,893,928. 2,258,317.
Short positions ’ 0. - 24,763.
Total Liabilities K 3,144,353. 3,779,202.
Liabilities subordinated to claims of
~ general creditors - -
Stockholders’ equity:
Common stock, $0.10 par value -
Authorized 100,000 shares; issued
and outstanding: 11,400 shares 1,140. 1,140.
Paid-in capital . 372,871. 372,871.
Retained earnings 4,737,206. 5,029,474.
Total stockholders’ equity : 5,111,217. 5,403,485.
Total liabilities and stockholders’ equity $8,255,570. S 9,182,687.

See notes to financial statements.
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2016 2015

Revenue:
Commissions - Securities $ 26,110,677. S 28,380,420.
Commissions - Insurance 18,907,320. 21,734,638.
Advisory Fees 7,298,545. 7,776,163.
Other 2,191,020. 1,821,919.
Total Revenue 54,507,562. 59,713,140.
Clearing Charges and Commission Expense 38,692,091. 42,345,024.
Net Revenue 15,815,471. 17,368,116.

Expenses:
Compensation and Benefits 6,443,011. 7,003,028.
Other 4,856,004. 5,330,312.
Total Expenses 11,299,015. 12,333,340.
Net Income $ 4516,456. S 5,034,776.

INVESTMENT PROFESSIONALS, INC.

Statement of Income

Years Ended December 31, 2016 and 2015

See notes to financial statements.
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INVESTMENT PROFESSIONALS, INC.
Statement of Changes in Stockholders’ Equity
Years Ended December 31, 2016 and 2015

Common Paid-in Retained
Stock Capital Earnings Total
Balance January 1, 2015 S 1,140. S 372,871. $4,857,844. $5,231,855.
Net Income - - 5,034,776. 5,034,776.
Dividend | - - _(4,863,146) _(4,863,146)
Balance becember 31, 2015 1,140. 372,871. 5,029,474. 5,403,485.
Net Income 4,516,456.  4,516,456.
Dividend - - _(4,808,724) (4,808,724)
Balance December 31, 2016 S 1,140. S 372,871. S$4,737,206. S5,111,217.

Seé notes to financial statements.
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INVESTMENT PROFESSIONALS, INC.
Statement of Changes in Liabilities Subordinated
to the Claims of General Creditors
Years Ended December 31, 2016 and 2015

Subordinated liabilities, January 1, 2015 s -
Subordinated liabilities, December 31, 2015 s -
Subordinated liabilities, December 31, 2016 s -

_ See notes to financial statements.
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INVESTMENT PROFESSIONALS, INC.
Statement of Cash Flows

Years Ended December 31, 2016 and 2015

OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net
cash used by operating activities -

Depreciation
(Increase) Decrease in receivables
(Increase) Decrease in prepaids
Increase (Decrease) in payables

NET CASH PROVIDED BY OPERATING ACTIVITIES
INVESTING ACTIVITIES:
(Purchase)/Sale of investment securities - net
Purchase of furniture and equipment

NET CASH USED BY INVESTING ACTIVITIES

FINANCING ACTIVITIES:
Dividend

NET CASH USED BY FINANCING ACTIVITIES
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year
CASH AND CASH ‘EQUIVALENTS AT END OF YEAR
Interest cost paid in cash

Federal income taxes paid in cash

See notes to financial statements.
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2016 2015
$ 4,516,456. $ 5,034,776.
184,445, 222,134,
1,279,972. 446,784,
(33,737) 44,644,
(610,086) _(1,140,204)
5,337,050. 4,608,134.
(1,788) 86,276.
(11,698) (156,234)
(13,486) (69,958)
(4,808,724) __ (4,863,146)
(4,808,724) _ (4,863,146)
514,840. (324,970)
5,124,475, 5,449,445,
$ 5639315, $ 5124475
S - S -
S - S -




INVESTMENT PROFESSIONALS, INC.
Notes to Financial Statements
December 31, 2016 and 2015

NOTE A - NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Business: Investment Professionals, Inc. (a wholly-owned subsidiary of Investment
Holdings Corporation) is a Texas corporation formed in 1992, for the purpose of conducting
business as a broker/dealer in securities. The Company serves primarily individual and
institutional customers in Alabama, Arkansas, Colorado, Connecticut, Florida, Georgia, lllinois,
Indiana, lowa, Kansas, Kentucky, Louisiana, Massachusetts, Michigan, Mississippi, Missouri, New
Mexico, New Jersey, New York, North Carolina, Ohio, Oklahoma, Pennsylvania, South Carolina,
Tennessee, Texas, Virginia, Utah, West Virginia and Wisconsin.

The Company operates under the provisions of Paragraph (k)(2)(ii} of Rule 15c3-3 of the
Securities and Exchange Commission and, accordingly, is exempt from the remaining provisions
of that Rule. Essentially, the requirements of Paragraph (k)(2)(ii) provide that the Company clear
all transactions on behalf of customers on a fully disclosed basis with a clearing broker/dealer,
and promptly transmit all customer funds and securities to the clearing broker/dealer. The
clearing broker/dealer carries all of the accounts of the customers and maintains and preserves
all related books and records as are customarily kept by a clearing broker/dealer.

The following is a summary of the Company’s significant accounting policies:

Securities Transactions and Trade Date Basis Securities Purchases: Proprietary securities
transactions, commission revenue and related expenses are recorded on a trade date basis.
Liabilities for trade date basis purchases of securities represent obligations to the Company’s
clearing broker for transactions executed but not yet settled relating to securities purchased by
the Company and held for resale (securities owned). Securities owned and securities sold, but
not yet purchased, are valued at market with the resulting net unrealized gains and losses
included in earnings of the current period.

Use of Estimates: The preparation of financial statements requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly,
actual results could differ from these estimates.

Cash Equivalents: For purposes of the statement of cash flows, the Company has defined cash
equivalents as short-term, highly liquid debt instruments purchased with a maturity of three
months or less, other than securities held for sale in the ordihary course of business. The
Company invests its excess cash in money market funds.

Investment Securities: Investment securities are classified as “available for sale” and carried in
the financial statements at fair value. Realized and unrealized gains and losses, determined
using the specific identification method, are included in earnings.




INVESTMENT PROFESSIONALS, INC.
Notes to Financial Statements
December 31, 2016 and 2015

NOTE A— NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES, continued

Fair Value of Financial Assets and Liabilities: Fair value for the Company’s Financial Assets and
Liabilities is determined using the methodology and hierarchy established by Generally
Accepted Accounting Principles. The hierarchy established by GAAP prioritizes the inputs for
valuation. The three levels of input are:

e Level 1-Unadjusted quoted price in active markets for identical assets and liabilities.

e Level 2 — Observable inputs other than quoted prices that can be applied either directly
or indirectly. These inputs may include quoted prices for similar assets, interest rates,
prepayment speeds, credit risk, yield curves, default risk and similar data.

e Llevel 3 — Unobservable inputs, to the extent observable inputs are not available,
representing Management’s assumptions about assumptions a market participant

would use in valuing the asset or liability and would be based upon the best information
available.

All of the Company’s investment securities and short-positions are valued using the Level 1 input
or the Level ll input. Level Il prices are obtained from independent, third-party valuation/pricing
services.

Furniture and Equipment: Furniture and equipment is stated at cost or fair market value at the
date of contribution, net of accumulated depreciation. Depreciation is computed by the
straight-line method over five years. i '

Income Taxes: The Company has elected to be taxed under the provisions of Subchapter S of
the Internal Revenue Code. Under those provisions, the Company does not pay federal
corporate income taxes on its taxable income. Instead, the stockholders of its parent company
are liable for individual federal income taxes on their respective shares of the Company net
income. The Company has no uncertain tax positions and tax returns for years prior to 2014 are
no longer subject to examination by federal or state taxing authorities.

Date of Management Review: Subsequent events have been evaluated through February 23,
2017, which is the date the financial statements were available to be issued.

NOTE B — NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission uniform net capital rule
(Rule 15¢3-1), which requires the maintenance of a minimum amount of net capital and requires
that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to
1. Rule 15c¢3-1 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 and net capital requirements of $2,713,162 and $250,000, respectively. The
Company’s net capital ratio was 1.1034 to 1. At December 31, 2015 the Company had net capital

“and net capital requirements of $2,498,669 and $250,000, respectively. The Company’s net
capital ratio was 1.4025 to 1.



INVESTMENT PROFESSIONALS, INC.
Notes to Financial Statements
December 31, 2016 and 2015

NOTE C— INVESTMENT SECURITIES AND SHORT POSITIONS

At December 31,2016 and 2015, the Company held the following investment securities and

short positions:

Description:

December 31, 2016
Investment Securities:
Stocks & Mutual Funds
Corporate Bonds
Certificates of Deposit
Foreign Currency

Short Positions:
Stocks & Mutual Funds
Corporate Bonds
Foreign Currency

December 31, 2015
investment Securities:
Stocks & Mutual Funds
Corporate Bonds
Certificates of Deposit
Foreign Currency

Short Positions:
Stocks & Mutual Funds
Corporate Bonds
Foreign Currency

Fair Value
Cost Level | Level ll Total

S 2,167 S 1,916 S - S 1,916
S 2,167 S 1916 S - S 1,916
S - S - S - S -
$ _ s Y - -
$ 22185 ¢ 17,941 $ - ¢ 17,941
4,744 - 4,950 4,950
1,980 - 2,000 2,000

S 28,909 S 17,941 S 6,950 S 24,891
S 3,000 $2,990 S - S 2,990
S 22,281 S 21,767 §$ 21,767
6 6 - _ 6

S 25,287 S 2,996 S 21,767 S 24,763



INVESTMENT PROFESSIONALS, INC.
Notes to Financial Statements
December 31, 2016 and 2015

NOTE D - COMMITMENTS AND CONTINGENCIES

The Company leases its office space under operating lease agreements expiring July 31, 2017.
Rent expense for the years ended December 31, 2016 and 2015 was $476,302 and $510,699,
respectively, and is included in general and administrative expenses in the accompanying
statement of income.

At December 31, 2016, the aggregate minimum rental commitments under these operating
leases were as follows: :

2017 285,000

In the normal course of business, the Company can be named as a defendant in legal actions,
including arbitration, and other litigation. The Company can also be subjected to investigations
and proceedings by federal and state agencies and self-regulatory agencies, certain of which
may result in adverse judgments, fines or penalties. The Company believes that it has
adequately provided for any potential liability which may result from any such activities.

NOTE E — OFF-BALANCE-SHEET RISK & CONCENTRATION OF CREDIT RISK

As discussed in Note A, the Company’s customer’s securities transactions are introduced on a
fully-disclosed basis with its clearing broker/dealer. The clearing broker/dealer carries all of the
accounts of the customers of the Company and is responsible for execution, collection of and
payment of funds, and receipt and delivery of securities relative to customer transactions. Off-
balance-sheet risk exists with respect to these transactions due to the possibility that customers
may be unable to fulfill their contractual commitments wherein the clearing broker/dealer may
charge any losses it incurs to the Company. The Company seeks to minimize this risk through
procedures designed to monitor the credit worthiness of its customers and that customer
transactions are executed properly by the clearing broker/dealer.

As discussed in Note A, the Company invests its excess cash in money market funds with its
clearing broker/dealer. These investments are insured by the Securities Investors Protection
Corporation and by private insurance obtained by the clearing broker/dealer. Any amount not
covered by such insurance is at risk due to this concentration of credit risk.

NOTE F — RELATED PARTY TRANSACTIONS

The Company shares its offices and certain of its employees with SB Value Partners, L.P. (SBV: a
registered investment advisor). SBV is owned by the shareholders of the Company. SBV was
paid advisory fees by customers of the Company of $562,788 and $1,348,433 respectively for
the years ended December 31, 2016 and 2015. The Company is reimbursed for certain salary
and administrative and travel costs by SBV. In addition, one of SBV’s investment funds
reimbursed the Company for certain salary and trading and clearing costs. The total reimbursed
by SBV for salary costs was $510,051 and $714,400 respectively, and for administrative and
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INVESTMENT PROFESSIONALS, INC.
Notes to Financial Statements
December 31, 2016 and 2015

NOTE F — RELATED PARTY TRANSACTIONS, continued

travel costs was $180,178 and $197,678 resbectively, for the years ended December 31, 2016
and 2015. The total reimbursed by SBV’s investment fund for salary was $1,233,868 and
$1,529,787 respectively, and for trading and clearing costs was $1,430,406 and $1,649,449
respectively for the years ended December 31, 2016 and 2015.

During the year ended December 31, 2011, the Company’s parent company Investment Holdings
Corporation, Inc. (IHC) received five million dollars as consideration and inducement to agree to
allow its subsidiary to renew and extend its clearing agreement with Pershing LLC. If the
Company terminates the clearing agreement, two million five hundred thousand dollars must
be repaid to Pershing LLC with proportionally-reduced payments for the remaining two and a
half years. In consideration for the assignment of the right to receive these proceeds, IHC has
assumed the obligation to pay the termination fee, if any. The Company, nor its parent company
1HC, have no present intention to terminate the clearing agreement. ‘
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INVESTMENT PROFESSIONALS, INC.
Computation of Aggregate Indebtedness
and Net Capital Under Rule 15¢3-1 — Schedule |
December 31, 2016 and 2015

2016 2015
Aggregate indebtedness:
Trade payable and accrued expenses S 3,144,353. $ 3,754,439.
Less: reserves 150,629. 250,000.
Total aggregate indebtedness $ 2,993,724, S 3,504,439.
Minimum required net capital S _250,000. S__250,000.
Net capital:
Stockholders’ equity $ 5,111,217. S 5,403,485.
Deductions - g
Accounts receivable — clearance 499,678. 698,384,
Accounts receivable - other 776,836. 933,124.
Prepaid expenses and deposits 888,091. 854,354,
Furniture and equipment — net 214,608. 387,355.
Haircuts on securities owned 18,842. 31,599.
Net capital : 2,713,162. 2,498,669.
Minimum required net capital 250,000. 250,000.
Capital in excess of minimum requirement $§_ 2,463,162, S 2,248,669.

Ratio of aggregate indebtedness to net capital 1.1034to01 1.4025t0 1

There were no differences with amounts reported in Part lA of form X-17A-5.

12



R. D. Harrison, CPA

Certified Public Accountant

Member American Institute of Certified Public Accountants
Registered with the Public Company Accounting Oversight Board

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors
Investment Professionals, Inc.
San Antonio, Texas

| have reviewed management’s statements, included in the accompanying Exemption Report,
in which (1) Investment Professionals, Inc. identified the following provisions of 17 C.F.R. §
15¢3-3(k) under which Investment Professionals, Inc. identified the following provisions of 17
C.F.R. § 15c3-3(k) under which Investment Professionals, Inc. claimed an exemption from 17
C.F.R. § 240.15c3-3: Paragraph (k)(2)(ii) (the “exemption provisions”) and (2) Investment
Professionals, Inc. stated that Investment Professionals, Inc. met the identified exemption
provisions throughout the most recent fiscal year without exception. Investment Professionals,
Inc.’s management is responsible for compliance with the exemption provisions and its
statements.

My 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 Investment Professionals, Inc. compliance with the
exemption provisions. Areview is substantially less in scope than an examination, the objective
of which is the expression of an opinion on management’s statements. Accordingly, | do not
express such an opinion.

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

D, Ao ‘

R. D. Harrison, CPA
San Antonio, Texas

February 23, 2017
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INVESTMENT PROFESSIONALS, INC.
Exemption Report
Year Ended December 31, 2016

To the best of our knowledge and belief, we are claiming exemption under Rule
15(c)3-3 of the Securities Exchange Act of 1934 under the following provision:

The Company claims exemption under rule 15(c)3-3, paragraph (k)(2)(ii) as an
introducing broker or dealer, who clears all transactions with and for customers on a
fully disclosed basis with a clearing broker or dealer, and who promptly transmits all
customer funds and securities to the clearing broker or dealer which carries all of the
accounts of such customers and maintains and preserves such books and records
pertaining thereto pursuant to the requirements of §§240.17a-3 and §§240.17a-4,
as are customarily made and kept by a clearing broker or dealer.

The Company met the identified exemption provisions without exception throughout
the year ended December 31, 2016.

Investment Professionals, Inc.

By: % (W
Jay McAne@, Pfelident U

February 23, 2017
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