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must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)
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OATH OR AFFIRMATION

.. Timathy Marches] |

— - . swear (or affirm) that, (o the bést of

my knowlcdge and belief the accompanymg fi nancxai statement and %uppomng schedules pertaining 1o the firm of
Kanfsas Crty Brokemgo‘ ine.

, e - S 1 B8
of Febmaryz'i

- . L2017 are true ¢ and correct. 1 further swear (or aﬁ‘irm) that

ncﬂ.her the company nor any partner, propm.tor principai of‘f’ icer or director has any proprictary interest in any account
classified solely as that of a customer, except as folows:

Ooog 0 opopoaaaat

) (Y lanchend
Jisignawre o
PRes e NTT

S Title

" Notary Public

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

(a) Facing Page.

(b)Y Statement of Financia! Condition.

{c) Statcment of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners' or Sole Proprictors® Capital.

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

(g) Computation of Net Capital.

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

(i} Information Relating to the Posscssion or Contral Requirements Under Rule 15¢3-3.

(1) 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.

() An QOath or Affirmation.
{m) A copy of the SIPC Supplemental Repon.

{n) A rcport describing any matcerial inadequacies found 10 exist or found to have existed since the date of the previous audit

*%1or conditions of confidential treatment of certain poriions of this filing, sce section 246.17a-5{e)(3}



DAVID LUNDGREN & COHMPANRY
TERTIFIED PUBLIC ACCOUNTANTS, CHARTERED
305 MORTH MUR-LEN ROAD
OLATHE, ZANSAS 88062

TELEPHONE
DAVIOD B. LLUINDGREN, MBA, ChA : (B14) Toa-2A%0
RAYMQND €. MEYER, JR., CPA FRC|IMILYE

(813) 782-9684

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
of Kansas City Brokerage, Inc.

We have reviewed management's statements, included in the accompanying SEA Rule 17a-5(d)(4)
Exemption Report, in which (1) Kansas City Brokerage, Inc. (the Company) identified the following
provisions of 17 C.FR. §15¢3-3(k) under which the Company claimed an exemption from 17 CF.R.
§240.15¢3-3(k)(2)(i1) (the “exemption provisions") and (2) Kansas City Brokerage, Inc. 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 {o
obtain evidence about the Company’s compliance with ihe exemption provisions. A review is
substantially less in scope than an examination, the objcctive of which is the expression of an opinion on
management's statements. Accordingly. we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to

management's statements referred to above for them to be fairly stated, in all material respects, based on
the provisions set forth in paragraph (k)(2)(ii) of Rule 15¢3-3 under the Securities Exchange Act of 1934.
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February 27, 2017



DAVID LUNMDGREM & COMPARY
CERTIFIED PUBLIC ACCOUNTANTS, CHARTERED

BO% HORTH MUR-LEN ROAD
COLATHE, HANSAS 33062

TELEPHONE
DAVID B. LUNDGREN, MBA, GPA (518) 782-8830
RAYMORD: E. BEYER, JR., CPA FACSIMILE

(P19) 782-9664

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
of Kansas City Brokerage, Inc.

We have audited the accompanying statement of financial condition of Kansas City Brokerage, Inc. as of December
31, 2016, and the related statements of income, changes in shareholders equity, ard cash flows for the year then
ended. These financial statements are the respousibility of Kansas City Brokerage, Inc.’s management. Qur
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements arc frec 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 Kansas City Brokerage, Inc. as of December 31, 2016, and the results of its operations and its cash flows for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

The Computation of Net Capital under SEC Rule 15¢3-1 (Schedule I) has been subjected to audit procedures
performed in conjunction with the audit of Kansas City Brokerage, Inc.’s financial statements. The supplemental
information is the responsibility of Kansas City Brokerage, Inc.’s management. Our audit procedures included
determining whether the supplemcntal information reconciles to the financial statements or the underlying
accounting and othor records, as applicable, and performing procecures 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.FR. §240.17a-5. In our opinion, the Computation of Net Capitai under SEC Ruie 15¢3-1 is fairly stated, in all
material respects, in relation to the financial statements as a whole.
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February 27, 2017
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Kansas City Brokerage, Inc.
Statement of Financial Condition
December 31,2016

Assets
Cash and cash equivalents
Certificates of Deposit
Consulting contract receivables
Interest Receivable

Total assets

Liabilities
Services due to customers
Third-party payer funds
Due to Parent

Total liabilities

Stockholders’ Equity

Common stock, $.01 par value; 100,000 shares authorized;
1,000 shares issued and outstanding

Additional paid-in capital

Retained deficit

Total stockholders’ equity

Total liabilities and stockholders® equity

See Independent Auditor’s Report
2

$ 4,247
143,003
36,708
48

$ 184,006

$ 20,910
94
59.100

80.104

$ 10
277,724
(173,832)

103,902

184



Kansas City Brokerage, Inc.
Statement of Operations
Year Ended December 31, 2016

Revenues
Brokerage income, net of clearing broker commissions $ -
Other income 1,371
1,371

Expenses
Other expenses 27938
Total expenses 27,938

Net Income 26,56

See Independent Auditor’s Report
3



Kansas City Brokerage, Inc.
Statement of Retained Deficit
Year Ended December 31, 2016

Balance (Deficit), January 1, 2016 $§ (147,264)
Net Income (26.567)
Balance (Deficit), December 31, 2016 $ (173.832)

See Independent Auditor’s Report
4



Kansas City Brokerage, Inc.
Statement of Cash Flows
Year Ended December 31, 2016

Operating Activities
Net Income
Changes in
Consulting contract receivables
Due to parent
Net cash provided by operating activities
Investing Activities
Purchase of Certificates of Deposit — Interest Rollover
Net cash used in investing activities
Increase in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

See Independent Auditor’s Report

$  (26,567)

5,850
8.075

_(8.909)

(1.347)

_(1.347)

(13,989)

18,236

$ 4247



Kansas City Brokerage, Inc.
Notes to Financial Statements
December 31, 2016

Note1: Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

The Company, a 79% owned subsidiary of DeMarche Associates, Inc. (DeMarche),
an employee benefit plan consultant, provides brokerage services on behalf of clients

of its parent through a clearing agent. The Company does not hold funds or securities
for clients.

The Company is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of the Financial Industry Regulatory Authority,
(FINRA). The Company is a Kansas Corporation.

Employee benefit plan clients purchase DeMarche consulting services from the
Company and pay for these services in cash or with brokerage commissions generated
from investment transactions directed through the Company’s clearing agent. The
Company purchases the consulting services provided to its clients from its parent.

The Company also offers a Third-Party Payer program wherein the Company collects
and accumulates brokerage commissions from trades directed by the client through
the Company’s clearing agent and in return makes credits available to the client for
the payment of various plan expenses.

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

Cash Equivalents

The Company considers all liquid investments with original maturities of three
months or less to be cash equivalents.

See Independent Auditor’s Report
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Kansas City Brokerage, Inc.
Notes to Financial Statements
December 31,2016

Note 1:  Nature of Operations and Summary of Significant Accounting Policies -
Continued

Income Taxes

The Company and its parent company file separate income tax returns. Deferred tax
liabilities and assets are recognized for the tax effect of differences between the
financial statement and tax bases of assets and liabilities. A valuation allowance is

established to reduce deferred tax assets if it is more likely than not that a deferred tax
asset will not be realized.

Brokerage Income Recognition

Brokerage income and related clearing brokers’ commissions are recognized on a
trade date basis as securities transactions occur.

‘ Accounts Receivable

| Accounts receivable are stated at the amounts billed to customers. The Company

| provides an allowance for doubtful accounts, which is based upon a review of

| outstanding receivables, historical collection information and existing economic

| conditions. Delinquent receivables are written off based on individual credit
evaluation and specific circumstances of the customer.

Certificates of Deposit

Certificates of deposit are carried at historical cost, which approximates fair value.
Certificates of deposit mature through 2017.

Note2: Related Party Transactions

Facilities and Services Agreement

The Company had a facilities and services agreement with its parent in which office
space, personnel, equipment, supplies, accounting and legal and other services are
provided to the Company. The Company’s agreement provided that the Company
pay $5,000 per month for the period from January 1, 2008 to December 31, 2008.

This agreement was amended June 1%, 2008 and there is no longer a service fee being
charged.

\ See Independent Auditor’s Report
| 7
\



Kansas City Brokerage, Inc.
Notes to Financial Statements
December 31, 2016

Note3: Income Taxes

No provision or benefit for income taxes is recorded in the accompanying statement

of operations as the Company has a net loss for both financial reporting and income
tax purposes.

The tax effects of temporary differences related to defer taxes are as follows:

Deferred tax assets

Services due to customers $ 4,182
Net operating loss carry forwards 80.317

Net deferred tax asset before valuation allowance $ 84.499

Valuation allowance

Beginning balance $ 79,912
Increase during the period 4,587
Ending balance 84.499

Net deferred tax asset $ -0-

The Company has unused operating loss carry forwards of approximately $401,589
which will expire between 2020 and 2030.

The Company follows the provisions of uncertain tax positions as addressed in FASB
Accounting Standards Codification 740-10-65-1. The Company recognized no
increase in the liability for unrecognized tax benefits. The Company has no tax
position at December 31, 2016 for which the ultimate deductibility is highly certain
but for which there is uncertainty about the timing of such deductibility. The
Company recognizes interest accrued related to unrecognized tax benefits in interest
expense and penalties in operating expenses. No such interest or penalties were

recognized during the periods presented. The Company had no accruals for interest
and penalties at December 31, 2016.

Note4: Net Capital Requirements

The Company is required to maintain minimum net capital as defined by Rule 15¢3-1
under the Securities Exchange Act of 1934. Rule 15¢3-1 requires minimum net
capital to be the greater of $5,000 or 6 2/3% of aggregate indebtedness.

See Independent Auditor’s Report
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Kansas City Brokerage, Inc.
Notes to Financial Statements
December 31, 2016

No‘te 4: Net Capital Requirements - Continued

The Company’s ratio of aggregate indebtedness to net capital as defined in the
Securities and Exchange Commission’s Uniform Net Capital Rule 15¢3-1 was 1.2314
to 1 as of December 31, 2016. The Company is required by regulatory authorities to
maintain a ratio of less than 15 to 1. The Company had net capital, as defined, of

$65,049 as of December 31, 2016, which exceeded the required net capital by
$59,709.

Note5: Cash

As of December 31, 2016, the Company’s deposits were fully insured by FDIC
insurance coverage.

Note 6: Commitments, Contingencies, and Guarantees

At December 31, 2016, the Company had not entered into any purchase or sales
commitments, nor were there any other commitments, contingencies or guarantees.

Note 7:  Subsequent Events

Subsequent events were reviewed up until February 27, 2017 which was the day the
financial statements were available for issue.

See Independent Auditor’s Report
9
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Kansas City Brokerage, Inc.
Computation of Net Capital under Rule 15¢3-1

December 31, 2016
Schedule 1
Aggregate Indebtedness $ 80.104
Stockholders’ Equity $§ 103,902
Less Nonallowable Assets
Consulting contract receivables (36,708)
Less haircuts on certificates of deposit account (2.145)
Excess Net capital 65,049
Less net capital requirements — greater of $5,000 or 1/15 of
Aggregate indebtedness (5.340)
Net capital in excess of requirement b 59,709
Ratio of Aggregate Indebtedness to Net Capital 12314t01

Note: The Company is in compliance with the exemption provision from Rule 15¢3-3.

Note: There was no material differences between the computation of net capital and the

basic net capital requirement computation included in these financial statements
with those previously reported by the Company.

See Independent Auditor’s Report
10



From: Adam Strumpf

Sent: Monday, March 13,2017 11:04 AM

To: Debra Higgins <dhiggins@demarche.com>
Subject: KCB's ability to continue as a going concern
Deb

!

Per Mr. Hundley's request, | would like to reiterate that KCB’s continuity plans have not changed over
the past several years. Although we have only one client utilizing KCB’s services, we still offer KCB's
services, as an introducing broker dealer, to DeMarche Associates, Inc.’s clients as a means of paying for

their DeMarche consulting services. Thus, our ability to continue as an on-going concern is the same as it
has been in the past.

Thank you,

Adam J. Strumpf

Senior Consultant
DeMarche Associates, Inc.
astrumpf@demarche.com
www.demarche.com
913.384.4994

6700 Antioch Road | Suite 420 | Merriam, Kansas 66204

This e-mail is intended solely for the use of the individual(s) to whom it is addressed and may contain
information that is privileged, confidential or otherwise exempt from disclosure under applicable law. If
you are not the intended recipient, any disclosure, copying, distribution or any action taken or omitted
to be taken in reliance on it is strictly prohibited. If you have received this communication in error,
please notify us immediately by e-mail and delete the original message. Thank you.



Kansas City
BROKERAGE, INC.

: - SEC
To:  SECand SIPC Mail Proragsing
Scction
From: Kansas City Brokerage, Inc. A
S ’ MAR 17 2017
Re: Re-submission of 2046 Annual Report Washington DC
414

Date: March 13, 2017

Please find enclosed the amended 2016 Annual Audit Report for Kansas City Brokerage, Inc. The filing
was amen&d tt the request of our FINRA Coordinator as noted below.
Sincerely,
Debra Higgins
Compliance Administrator
(913) 981-1337 direct
Al

From: Hundley, Allen [mailto:Allen.Hundley@finra.org]
Sent: Friday, March 03, 2017 2:03 PM

To: Compliance <compliance@demarche.com>
Subject: Annual Audit

Tim,

| am reviewing the firm’'s annual audit and noted a few issues. | have returned the audit so that
these items can be uploaded with the entire audit statements.

1. Oath of affirmation is not signed by a firm officer.
2. Firm Exemption report is not signed by a firm officer.
3

Please indicate whether the firm had any commitments, contingencies, or guarantees as
of the audit date.

4. Address the firm's ability to continue as a going concern. This can be addressed via
email.

Regards,

Securities and Ex
Qllen D. Hundl s and Exchange

Principal Regulatory Coordinator MAR 17 2017
120 West 12" Street, Suite 800
Kansas City, MO 64105 ‘ RECEIVED

Ph: 816-802-4744

F"."%V P.0. Box 7027 ® KANSAS CITY, MisSOURI 64113 ® 913-384-4994
6700 Antioch ® Antioch Plaza, Suite 420 ® Merriam, Kansas ® 66204
(A Subsidiary of DeMarche Associates, Inc.)



Aunuar Auull Xxeceipt

Page 1 of 3

- Your form was submitted to FINRA successfully. Please print this form now if you wish to retain a copy
v for your records.

Filing ID: 1386465 (Please retain this number for further inquiries regarding this form)
Submitted By: dvanderwerf3

Submitted Date: Mon Mar 13 12:27:31 EDT 2017

All fields marked with * are mandatory.

L
i

Annual Audit Notice Information:

. Broker-dealers are reminded that effective for fiscal years ending on or after June 1, 2014, the Annual Reports

. must include either: (1) an exemption report and a report prepared by an independent public accountant based on

I a review of the statements in the exemption report if the broker-dealer claimed that it was exempt from Rule 15¢3-3
¢ under the Securities Exchange Act of 1934 throughout the most recent fiscal year; or (2) a compliance report and a
. report prepared by an independent public accountant based on an examination of certain statements in the
 compliance report if the broker-dealer did not claim that it was exempt from Rule 15¢3-3 throughout the most

: recent fiscal year.

For more information on these requirements, see SEC Release No. 34-70073 available at
, http://www .sec.gov/rules/final/l2013/34-70073.pdf .

- Annual Audit Filing Guidelines (effective February 2016):

: Pursuant to SEA Rule 17a-5(d)(6), a broker-dealer required to prepare an annual audit report must file the report at
: the regional office of the Commission, the Commission's principal office in Washington, DC, the principal office of
its designated examining authority, and with the Securities Investor Protection Corporation ("SIPC") if the broker or
dealer is a member of SIPC. Copies of the reports must be provided to all self-regulatory organizations ("SROs") of
. which the broker or dealer is a member, unless the SRO by rule waives this requirement. In an attempt to reduce
, redundancies and to streamline the filing requirements regarding SEA Rule 17a-5(d), FINRA has worked with the

exchanges for which FINRA currently performs regulatory services to facilitate a single filing of annual audit '
reports, which eliminates the need for multiple filings in most cases. '

i Effective February 1, 2016, your firm's electronic submission of the annual audit report to FINRA via Firm
Gateway satisfies any requirement under SEA Rule 17a-5(d)(6) that it be submitted to the following SROs:

:} BATS Exchange, Inc.(BZX), BATS Y-Exchange, Inc. (BYX)
| BOX

. CBOE, C2

{ EDGA Exchange, Inc., EDGX Exchange, Inc.

. Investors Exchange LLC (IEX)

' ISE, ISE Gemini, ISE Mercury

| MIAX

NASDAQ, NASDAQ BX, Inc., NASDAQ PHLX LLC

NYSE, NYSE Arca, NYSE MKT

https://formui.finra.org/cdip-dynoapp/form/displayReceipt?requestinstanceEventld=56406... 3/13/2017



AlGar AudlL KECe1pt Page 3 of 3

15¢3-3 or Applicable Statement [SEA Rule 17a-5 (d)(2)(m)] AND Informatlon Relatmg to the Possession or Control
Requirements Under SEA Rule 15¢3-3 [SEA Rule 17a-5(d)(2)(ii)]
The items below may be required based on the busmess of the firm. Please check to indicate the document
is attached.

["‘Statement of Changes in Liabilities Subordinated to. Clalms of General Creditors [SEA Rule 17a-5(d)(2)(|)]
 [For Dual FINRA/CFTC Members which are FCMs, a Schedule of Customer Segregated Funds
I"For Alternative Net Capital (ANC) Filers, Supplemental Report on Management Controls [SEA Rule 17a-5(k)]

Attach Audit:* REVISED 2016 ANNUAL AUDIT REPORT FILING WITH SEC .pdf 1508355 bytes

SEC
Mail Procrssxng
Section

MAR 1 72007

Washington RC
414

https://formui.finra.org/cdip-dynoapp/form/displayReceipt?requestInstanceEventld=56406... 3/13/2017



Kansas City

BROKERAGE. INC.

February 2§, 2017

David Lundgren & Co.
505 N. Mur-Len Road
Olathe, Kansas 66062

Re: Exemption Report Pursuant 1o SEA Rule 17a-5(d)(1(XB)2)
To the best of our knowledge and belief:

1. Kansas City Brokerage, Inc. claims exemption 15¢-3(k)(2)(i1) from 15¢-3;

2. Kansas City Brokcrage, Inc. has met the identified exemption from January 1, 2016

through December 31, 2016, without exception, unless, if applicable as stated 1n
number 3 below,

3. Kansas City Brokerage, Inc. has had no exception to report this fiscal year.

Regards,

/J" ) . ‘!’f [
N sl ) [Vl
Timothy Mirchest
President
Kansas City Brokerage, Inc.

anc@¥% SIPC



