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OATH OR AFFIRMATION

1, Fred R. Cornwall , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Municipal Capital Markets Group, 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:

W/é//

President

Title
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<

s, KAREN M. WOODLIFF
J.%a% Notary Public, State of Texas

o § Comm. Expires 05-19-2019

This report ** contains (check all applicable bo “msha® __ Notary ID 124565140

A (a) Facing Page. -

@ (b) Statement of Financial Condition.

@ (c¢) Statement of Income (Loss).

&l (d) Statement of Changes in Financial Condition.

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

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

(g) Computation of Net Capital.
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(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.

(i) 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.

(I) 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 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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MUNICIPAL CAPITAL MARKETS GROUP, INC.
Statement of Financial Condition
December 31, 2016

ASSETS

Cash and cash equivalents $ 896,909
Deposit with clearing broker-dealer 100,020
Other receivables 8,934
Office equipment at cost, net of accumulated depreciation of $85,620 9,617
Goodwill 391,000
Other assets 8,502

Total Assets $ 1,414,982

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
Accounts payable and accrued expenses $ 81,048
Commissions payable 174,590
Payable to clearing broker 1,070
Total Liabilities $ 256,708

Stockholders' Equity
Common stock - authorized 200,000
shares of $.01 par value; 104,903 shares issued and

74,903 shares outstanding $ 1,049
Treasury stock, 30,000 shares at par value (300)
Additional paid-in capital 827,819
Retained earnings 329,706

Total Stockholders' Equity $ 1,158,274

Total Liabilities and Stockholders' Equity $ 1,414,982

The accompanying notes are an integral part of these financial statements.




MUNICIPAL CAPITAL MARKETS GROUP,

INC.

Statement of Income

For the Year December 31, 2016

Revenues
Underwriting income, net of expenses of $399,843
Financial advisory services
Revenue from the sale of investment company shares
Interest income
Other income

Total Revenues

Expenses
Commissions, salary, and benefits
Brokerage and clearance fees
Communications
Occupancy and equipment costs
Promotional costs
Data processing costs
Regulatory fees and expenses
Other

Total Expenses
Income before income taxes

State income tax expenses

Net Income

$ 2,940,921
606,395
155,525

1,115
68,252

3,772,208

$ 2,950,331
22,252

31,057
133,806

3,000

16,769

39,022
376,397

3,572,634

199,574

4,970

$ 194,604

The accompanying notes are an integral part of these financial statements.




MUNICIPAL CAPITAL MARKETS GROUP. INC.
Statement of Changes in Stockholders’ Equity
For the Year Ended December 31, 2016

Additional
Common Treasury Paid-in Retained
Shares Issued Stock Stock Capital Earnings Total
Balances at
December 31, 2015 104,903 $ 1,049 $ (3000 § 827819 $ 135,102 $ 963,670
Net income - - - - 194,604 194,604
Balances at
December 31,2016 104,903 $ 1,049 $ (300) _§ 827819 $ 329,706 $ 1,158,274

The accompanying notes are an integral part of these financial statements.




MUNICIPAL CAPITAL MARKETS GROUP, 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

Changes in operating assets and liabilities:
Decrease in other receivables
Increase in deposit with clearing broker
Increase in other assets
Increase in accounts payable and accrued expenses
Increase in commissions payable
Increase in payable to clearing broker

Net cash provided (used) by operating activities

Cash flows from investing activities
Purchase of furniture and equipment

Net cash provided (used) by investing activities
Net increase in cash and equivalents
Cash and equivalents at beginning of year
Cash and equivalents at end of year
Supplemental schedule of cash flow information

Cash paid during the year for:
Income taxes

The accompanying notes are an integral part of these financial statements.

194,604

5,855

10,201
(20)
(693)
30,787
166,826
1,070

408,630

(1,114)

(1,114)

407,516

489,393

896,909

8,765




Note 1 -

MUNICIPAL CAPITAL MARKETS GROUP, INC.
Notes to Financial Statements
December 31, 2016

Summary of Accounting Policies

Municipal Capital Markets Group, Inc. (the “Company”) is registered with the Securities
Exchange Commission (“SEC”) and is a member of the Financial Industry Regulatory
Authority (“FINRA”). The Company is a securities broker-dealer and operates under the
exemption provision of SEC Rule 15¢3-3(k)(2)(ii). Its primary activity is underwriting bond
issues for tax-exempt entities throughout the United States. The Company generally makes
distributions to its stockholders each year to cover their personal income tax liabilities that
arise from their share of the Company’s taxable income.

A summary of the Company’s significant accounting policies applied in the preparation of the
accompanying financial statements follows:

Cash Equivalents

For purposes of the statement of cash flows, all highly liquid instruments purchased with a
maturity of three months or less are considered to be cash equivalents.

Deposit with Clearing Broker-Dealer

Deposit with clearing broker-dealer represents cash required to be maintained at the clearing
broker-dealer for clearing and trading activities. The Company conducts business with one
clearing broker-dealer for its underwriting activities.

Other Receivables

Receivables are generally collected in full in the month following their accrual. As such,
management has not recorded an allowance for doubtful accounts on these receivables.
Management records an allowance for bad debts based on a collectability review of specific
accounts. Any receivables deemed uncollectible are written off against the allowance.

Depreciation and Amortization

Office equipment is depreciated using the straight-line method over estimated useful lives
ranging from three to seven years.

Goodwill

Goodwill represents the excess of the purchase price over the fair value of net assets acquired
in a business combination. The Company has one reporting unit based on guidance in U.S.
Generally Accepted Accounting Principles (“GAAP”).

Goodwill impairment is assessed at least annually or more often upon the occurrence of an
indicator of impairment. In evaluating goodwill for impairment, the Company has the option
to make a qualitative evaluation about the likelihood of goodwill impairment to determine
whether it should calculate the fair value of a reporting unit. If the qualitative evaluation
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MUNICIPAL CAPITAL MARKETS GROUP, INC.
Notes to Financial Statements (Continued)
December 31, 2016

indicates a possibility of impairment, the Company is required to go to the next step and
determine the fair value of the reporting unit. If fair value of the reporting unit

is calculated and it is less than its carrying value, the Company is required to go to the second
step. The second step involves allocating the calculated fair value to all of the assets and
liabilities of the reporting unit as if the calculated fair value was the purchase price in a business
combination. This allocation would include assigning value to any previously unrecognized
intangible assts. The impairment is measured by comparing the implied fair value of the
Company goodwill with its carrying amount and an impairment loss may be recognized up to
that excess. Based on a qualitative evaluation about the likelihood of goodwill impairment,
the Company determined that goodwill impairment was not likely at December 31, 2016.
Accordingly, no calculation of fair value was performed at year end.

Underwriting, Advisory, and Consulting Income

Underwriting income includes gains, losses, and fees, net of syndicate expenses, arising from
securities offerings in which the Company acts as an underwriter or agent. Advisory and
consulting income includes fees earmed from providing financial advisory services.
Underwriting, advisory, and consulting fees are recorded at the time the underwriting is
completed and the income is reasonably determinable.

Securities Transactions

Customer’s securities transactions are reported on a settlement date basis with related
commission income and expense reported on a settlement date basis. The amounts recorded
for commission income and expense for customers’ securities transactions approximate the
amounts that would be recorded on a trade date basis.

Income Taxes

The Company has elected “S” Corporation status under the Internal Revenue Code, which
provides for profits and losses of the Company to be recognized on the stockholders’ personal
income tax returns for Federal income tax purposes. State income tax expense consists of
Texas franchise taxes, Colorado state income taxes, Minnesota state income taxes, and New
York state income taxes.

Any potential interest and penalty associated with a tax contingency, should one arise, would
be included as a component of income tax expense in the period in which the assessment arises.

Income tax returns are generally subject to examination by the respective federal and state
authorities over various statutes of limitations generally three to five years from date of filing.



Note 2 -

Note 3 -

MUNICIPAL CAPITAL MARKETS GROUP, INC.
Notes to Financial Statements (Continued)
December 31, 2016

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally
accepted in the United State 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.

Subsequent Events

The Company has evaluated subsequent events through February 28, 2017, the date the
financial statements were available to be issued. In January 2017, the Company made a
distribution to shareholders in the amount of $200,000.

Net Capital

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934,
the Company is required to maintain a minimum net capital, as defined under such provisions.
Net capital and the related net capital ratio may fluctuate on a daily basis. At December 31,
2016, the Company had net capital of approximately $740,221 and net capital requirements of
$100,000. The Company’s ratio of aggregate indebtedness to net capital was 0.35 to 1. The
Securities and Exchange Commission permits a ratio of no greater than 15 to 1.

Capital distributions to stockholders can be made under a capital distribution policy approved
by-the Company’s board of directors. Periodic distributions approved by the board of directors
are made to enable stockholders to pay federal income taxes on Company profits. There were
no distributions to stockholders in 2016.

Commitments and Contingencies

Lawsuit

The Company has been named as a defendant in a lawsuit involving a 2014 underwriting of
municipal bonds for a facility in Arizona. The lawsuit is seeking disgorgement of the
Company’s underwriting fee of approximately $519,000 and damages of $2,000,000. The
plaintiff alleges the Company aided and abetted a purported breach of fiduciary duty of another
defendant. The Company has answered the complaint, and denied any liability. Based on
consultation with legal counsel, the Company is unable to determine the likelihood of an
unfavorable outcome.



MUNICIPAL CAPITAL MARKETS GROUP, INC.
Notes to Financial Statements (Continued)
December 31, 2016

Operating Leases

The Company leases office space under non-cancellable operating leases expiring between
April 2017 and July 2021. At December 31, 2016, minimum future rental payments under
leases with initial lease terms of greater than one year are as follows:

Year Ending Minimum
December 31, Rentals

2017 84,713
2018 67,664
2019 68,980
2020 70,296
2021 41,454

$ 333,107

Rent expense under all leases was approximately $118,175 for the year ended December 31,
2016.

Note 4 - Off-Balance Sheet and Concentration Credit Risks

The Company is subject to credit risk to the extent any broker-dealer with which the Company
conducts business is unable to deliver cash balances or securities, or clear security transactions
on the Company’s behalf. The company believes the likelihood of loss under these
circumstances is remote.

The Company at times may have cash deposits with banks in excess of federally insured limits.
The Company has not experienced any losses and believes the institution is of high credit
quality.

Note 5 - Related Party Transactions

The Company paid expense reimbursements of $4,451 for the year ended December 31, 2016
to a company owned by a shareholder.



Supplementary Information
Pursuant to Rule 17a-5 of the

Securities Exchange Act of 1934
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Schedule I

MUNICIPAL CAPITAL MARKETS GROUP, INC.

Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

As of December 31, 2016

COMPUTATION OF NET CAPITAL
Total shareholders' equity qualified for net capital

Add:
Other deductions or allowable credits

Total capital and allowable subordinated liabilities
Deductions and/or charges:

Other receivables

Office equipment, net

Goodwill

Other assets

Net capital before haircuts on securities positions

Haircuts on securities (computed, where applicable,
pursuant to Rule 15¢3-1(f))

Net capital

AGGREGATE INDEBTEDNESS

Items included in statement of financial condition:
Accounts payable and accrued expenses
Commission payable

Payable to clearing broker

Total aggregate indebtedness

11

8,934
9,617
391,000

8,502

$ 1,158,274
$ -

$ 1,158,274
$  (418,053)
$ 740221
$ -

$ 7407221
$ 81,048
$ 174,590
$ 1,070
$ 256,708




Schedule I (continued)

MUNICIPAL CAPITAL MARKETS GROUP, INC.

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

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required (6-2/3% of total
aggregate indebtedness

Mini mum dollar net capital requirement of
reporting broker-dealer

Net capital requirement (greater of above two
mini mum requirement amounts)

Net capital in excess of required minimum

Net capital less greater of 10% of aggregate indebtedness or
120% of minimum dollar net capital requirement

Ratio: Aggregate indebtedness to net capital

RECONCILIATION WITH COMPANY'S COMPUTATION

17,114

100,000

100,000

640,221

620,221

35t01

There were no material differences in the computation of net capital under Rule 15¢3-1 from

the Company's computation.
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Municipal Capital Markets Group, Inc. Exemption Report

Municipal Capital Markets Group, 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 provisions of
17 C.F.R. §240.15¢3-3(k)(2)(i) and

(2) The Company met the identified exemption provisions in 17 C.F.R. §240.15¢3-3(k)(2)(i1)
throughout the most recent fiscal year without exception.

Municipal Capital Markets Group, Inc.

I, Fred R. Cornwall, affirm that, to my best knowledge and belief, this Exemption Report is true

and correct.
By: W%/

President 4

February 28, 2017
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5. We were unable to compare the amount of any overpayment applied to the current assessment
with the Form SIPC-7 on which it was originally computed as there was no such overpayment
amount stated on Form SIPC-7 and management represented to us that no such overpayment
exists.

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.

P ee Aonsr LLP

Dallas, Texas
February 28, 2017



AMENDED
SECURITIES INVESTOR PROTECTION CORPORATION

SIPC-7 P.O. Box 92185 Washington. D.C. 20090-2185 S|P0-7

202-371-8300 o
(33-REV 7 0] General Assessment Reconciliation (33-REV 7 10)
' For the fiscal year ended 12/31/2016
{Rzad carefully the instructions in your Working Copy before compieting this Formj
TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority. 1834 Act regisiration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

l Noie: If any of the information shown on the
‘ 15715 2696 MIXED AADC 220 mailing ]fbf! reqtus;es cgfgctnon, piegxse g-mail
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MUNICIPAL CAPITAL MARKETS GROUP INC ’ indicaie e torm hied.
4851 LBJ FWY STE 200
lame an gphone number of parson
DALLAS TX 752 18 Nams and telephone number of parson to

l contact respecting this form.

a, 042
2. A. General Assessment (item 2e from page 2) $ 2’9@'
s O\o
B. Less payment made with SIPC-6 filed {exclude interest) ( 1;'3-5",‘ )
2-217-17)
Date Paid
C. Less prior overpayment applied { )
D. Assessment balance due or (overpayment) ( L q 3
E. Interest compuled on late payment (see instruction E) for______days at 20% per annum
__cl14a>
F. Total assessment balance and interest dus (or overpayment carried forward) $ >3- :

G. PAYMENT: V the box

Check maited to P.O. Box ]/ Funds Wired 1)
Total (must be same as F above) $ i

H. Overpaymeni carried forward 5 19 )

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

The SIPC member submitting this form and the
person by whom it is execuled represent thereby
that all information contained herein is true, correct
and complete.

(Tei gy

Dated the 274hday of Fga;“gl L2047 Presideat

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

€c Dates:

¥ - -

= Postmarked Received Reviswed
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E Calculations ________ Documentation _____ Forward Copy
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e Exceptions:
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en Disposition of exceptions:






