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OATH OR AFFIRMATION

|, Loyall E. Wilson , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
H. Beck, Inc.

of December 31 ,2016

i , as
. 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

President

Title

AMEE J. FANSLER
> TARY PUBLIC STATE OF MARYLAND
Notary Public My Commission Expies Octobar §, 2017

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

&I (a) Facing Page.

&l (b) Statement of Financial Condition.

[0 (c) Statement of Income (Loss).

O (d) Statement of Changés in Financial Condition.

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

O () Statementof Changes in Liabilities Subordinated to Claims of Creditors.

[0 (g) Computation of Net Capital.

O (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.

O () 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.

Bl () AnOath or Affirmation.

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

O (n) A report describing 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 portions of this filing, see section 240.17a-3(e)(3).
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KPMG LLP

1 East Praft Street
Baltimore. MD 21202-
1128

Report of Independent Registered Public Accounting Firm

The Board of Directors
H. Beck, Inc.:

We have audited the accompanying statement of financial condition of H. Beck, Inc. as of December 31,
2016 (the financial statement). The financial statement is the responsibility of the Company's
management. Qur responsibility is to express an opinion on the 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 financial statement is free of material misstatement. An audit includes
examining, on atest basis, evidence supporting the amounts and disclosures in the financial statement.
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 statement referred to above presents fairly, in all material respects, the
financial position of H. Beck, Inc. as of December 31, 2016, in conformity with U.S. generally accepted
accounting principles.

KPMme P

Baltimore, Maryland
March 15, 2017

Filed as public information pursuant to Rule 17a-5(d) under the Securities Act of 1934
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H. BECK, INC.
Statement of Financial Condition
December 31, 2016

Assets

Cash and cash equivalents

Deposits with clearing organizations

Commissions receivable

Accounts receivable from noncustomers, net of allowance for doubtful accounts
of $155,767 at December 31, 2016

Deferred tax assets

QOther assets

Total assets
Liabilities and Stockholder’s Equity
Liabilities:
Commissions payable

Accounts payable and accrued expenses
Due to affiliates

Total liabilities

Stockholder's equity:
Common stock, par value $0.01 per share. Authorized 1,000 shares;
issued and outstanding, 810 shares
Additional paid-in capital
Retained earnings

Total stockholder’s equity
Total liabilities and stockholder’s equity

See accompanying noles to Statement of Financial Condition,

15,350,180
110,010
3,959,688

4,200,958
7,114,357
365,549

31,100,742

3,569,032
3,507,647
681,458

7,758,137

8
15,766,972
7,575,625

23,342,605
31,100,742

Filed as public information pursuant to Rule 17a-5(d) under the Securities Act of 1934
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H. BECK, INC.
Notes to Statement of Financial Condition
December 31, 2016

Basis of Presentation and Nature of Business

The accompanying financial statement has been prepared in accordance with U.S. generally
accepted accounting principles (GAAP). The financial statement includes the accounts of H. Beck,
Inc. (the Company), a wholly owned subsidiary of Securian Financial Group, Inc. (Securian),
whose ultimate parent is Minnesota Mutual Companies, Inc.

The Company is a registered broker-dealer with the Securities and Exchange Commission (SEC),
and a member of the Financial Industry Regulatory Authority (FINRA). The Company introduces
its stock and bond customers to a broker-dealer who will carry such accounts and will clear such
transactions on a fully disclosed basis. The Company does not hold securities or carry margin
accounts on behalf of customers.

The Company operates under the provision of paragraph (k)(2)(ii) of Rule 15¢3-3 of the SEC and,
accordingly, is exempt from the remaining provisions of that rule. 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 customers’ 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.

Significant Accounting Policies
(a) Cash and Cash Equivalents

The Company considers cash on hand and amounts on deposit in various financial
institutions, including broker-dealers, and short-term liquid investments with original
maturities of three months or less to be cash and cash equivalents.

(b)  Accounts Receivable from Nencustomers

Accounts receivable from noncustomers are carried at original invoice amount, less an
estimate made for doubtful receivables based on a review of all outstanding amounts on a
monthly basis, Management determines the afllowance for doubtful accounts by reserving
against any accounts aged more than 90 days. Accounts receivable are written off when
deemed uncollectible. Recoveries of accounts receivahle previously written off are recorded
as income when received. Interest is not accrued on past-due accounts receivable balances.

(¢) Income Taxes

The Company files a life/nonlife consolidated federal income tax return with Minnesota
Mutual Companies, Inc., the Company’s ultimate parent. The Company ulilizes a
consolidated approach to the allocation of current taxes, whereby the tax benefits resulting
from any losses by the Company, which would be realized by Minnesota Mutual Companies,
Inc. on a consolidated return, go to the benefit of the Company. Intercompany tax balances
are settled annually when the tax return is filed with the Internal Revenue Service (IRS).

Filed as public information pursuant to Rule 17a-5(d) under the Securities Act of 1934
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H. BECK, INC.
Notes to Statement of Financial Condition
December 31, 2016

Significant Accounting Policies (continued)

(4

The Company utilizes the asset and liability method of accounting for income taxes. Under
this method, deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financia! statement carrying amounts of existing assets
and liabilities and their respective tax bases and operating loss and tax credit carry forwards.
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be
recovered or settled. Under this method, the effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the enactment dates.
However, deferred tax assets are recognized only to the extent that it is more likely than not
that they will be realized based on consideration of available evidence on a separate return
basis. Valuation allowances are established when it is determined that it is more likely than
not that the deferred tax asset will not be fully realized.

The Company presents intercompany tax balances in other assets and accounts payable and
accrued expenses on the accompanying statement of financial condition,

The Company recognizes the effect of income tax positions only if those positions are more
likely than not of being sustained. Changes in recognition or measurement are reflected in the
period in which the change in judgment occurs.

Use af Estimates

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles 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 2nd the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

Transactions with Clearing Agents

The agreement with the Company’s clearing agent provides for clearing charges at a fixed rate
multiplied by the number of trades processed by the Company. The clearing agreement also
requires the Company to maintain a minimum deposit of $100,000.

Risks

The following is a description of the significant risks facing the Company:

(@

Off-Balance Sheet Risk

In the normal course of business, the Company executes and enters into securities
transactions that are carried and cleared by other broker-dealers on a fully disclosed basis. In
the event counterparties do not fulfill their abligations, the Company may be exposed to risk.
Amounts due from broker-dealers represent a concentration of credit risk. The risk of default
depends on the creditwarthiness of the counterparty. The Company does not anticipate

Filed as public information pursuant to Rule 17a-5(d) under the Securities Act of 1934
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H. BECK, INC.
Notes to Statement of Financial Condition
December 31, 2016

Risks {continued)

nonperformance by its clearing brokers. In addition, the Company has a policy of reviewing,
as necessary, the credit standing of each counterparty with which it conducts business.

The agreement between the Company and its clearing agents provides that the Company is
obligated to assume any exposure related to nonperformance by its customers. The Company
seeks to minimize the risk of loss through procedures designed to monitor the
creditworthiness of its customers and that transactions are executed properly by the clearing
agents.

(b)  Credit Risk

Certain financial instruments, consisting of cash and cash equivalents, potentially subject the
Company to concentration of credit risk. The Company places its cash and cash equivalents
in high quality financial institutions which, at times may exceed the Federal Deposit
Insurance Company (FDIC) insurance limits. The Company has not experienced any losses in
such accounts for the year ended December 31, 2016,

(¢) Legal/Regulatory Risk

The risk that changes in the legal or regulatory environment in which the Company operates
could result in increased competition, reduced demand for the Company’s products or
services, or additional unanticipated expenses incurred. The Company employs compliance
and operating practices that identify and minimize the adverse impact of this risk. The
Company additionally attempts to minimize adverse impact of this risk through a varied
offering of products and services,

Related-Party Transactions

Capital Financial Group, Inc. (CFG), an affiliated company, provides the Company. certain
operational and administrative services, such as occupancy, personnel, travel, data processing,
communications, and insurance costs for which the Company pays a management fee. The
management fee is negotiated annually between the Company and CFG.

In addition, Securian Financial Services (SFS), a subsidiary of Securian, bills the Company for
indirect costs incurred on behalf of the Company.

The amount due to all affiliates as of December 31, 2016 was $681,458.

In connection with billings from affiliated companies, the Company pays expenses on behalf of
other affiliated companies and makes advance payments of management fees which are adjusted
quarterly. These costs and fee adjustments billed to affiliates and recorded as a receivable. There
were no amounts due from affiliates as of December 31, 2016,

The Company also recognized revenue in 2016 related to sales of insurance products of Minnesota
Life Insurance Company, a wholly-owned subsidiary of Securian, of which $49,622 was receivable

Filed as public information pursuant to Rule 17a-5(d) under the Securities Act of 1934
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H. BECK, INC.
Notes to Statement of Financial Condition
December 31, 2016

Related-Party Transactions (continued)

at December 31, 2016. This amount is included in commissions receivable on the accompanying
statement of financial condition,

Income Taxes

The tax effects of temporary differences that gave rise to the Company's net deferred tax asset at
December 31, 2016 are as follows:

Deferred tax assets:

Net operating losses $ 213,173
Goodwill 6,741,859
Bonus accrual 98,728
Allowance for doubtful accounts 60,597
Gross deferred tax assets 7,114,357
Less valuation allowance -
Deferred tax assets, net of valuation allowance 7,114,357,
Net deferred tax asset $ 7,114,357

The gross net operating loss carryforwards, which were generated in various states, amount to
$3,197,474 at December 31, 2016 and will expire between 2019 and 2034.

In assessing deferred tax assets, management considers whether it is more likely than not that some
portion or the entire deferred tax asset will not be realized. The ultimate realization of deferred tax
assets is dependent upon the generation of future taxable income during the periods in which those
temporary differences become deductible. Management considers the scheduled reversal of
deferred tax liabilities, projected future taxable income, and tax planning strategies in making this
assessment. Based upon the level of historical taxable income and projections for future taxable
income over the periods in which the deferred tax assets are deductible, management believes it is
more likely than not that the Company will realize the benefits of these deductible differences.

As of December 31, 2016, management determined that no valuation allowance was needed related
to the benefits of certain state operating loss carryforwards or for other deferred tax items based on
management’s assessment that it is more likely than not that these deferred tax assets will be
realized.

At December 31, 2016, there are no positions for which it is reasonably possible that the total
amounts of unrecognized tax benefits will significantly increase or decrease within 12 months of
the reporting date.

As of January 1, 2016 and December 31, 2016, the balance of unrecognized tax benefits was zero.

Filed as public information pursuant to Rule 17a-5(d) under the Securities Act of 1934
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H. BECK, INC.
Notes to Statement of Financial Condition
December 31, 2016

Income Taxes (continued)

As of December 31, 2016, the Company did not have any amounts accrued for interest and
penalties.

The IRS informed Minnesota Mutual Companies, Inc. (MMC) that it did not intend to audit the
consolidated tax return for year 2014. MMC is now in the process of completing and filing an
amended return for 2014, The Company believes that any additional taxes assessed or refunded as a
result of a potential examination of the consolidated amended return will not have a material impact
on its financial position.

Net Capital Requirements

The Company is subject to the SEC’s Uniform Net Capital Rule (SEC 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. The rule also requires that
equity capital may not be withdrawn or cash dividends paid if the ratio of aggregate indebtedness to
net capital exceeds 10 to 1. At December 31, 2016, the Company had net capital of $11,241,613,
which was $10,724,404 in excess of required net capital of $517,209. The Company’s ratio of
aggregate indebtedness to net capital ratio was (.69 to 1.00 at December 31, 2016.

Contingencies

The Company is involved in legal actions arising in the normal course of its business. Management
is of the opinion, after consultation with legal counsel, that there are no legal actions pending that
could have a material adverse effect on the Company’s financial condition or results of aperation.

Subsequent Events

The Company has evaluated subsequent events from the statement of financial condition date
through March 15, 2017, the date at which the financial statements were issued.

Effective January 1, 2017, Articles of Merger of Capital Financial Group, Inc. With and Into H.
Beck, Inc. were filed with the State of Maryland to combine the operations of the related entities.
The Company does not expect any adjustments to be made to conform the accounting policies of
the entities.

Filed as public information pursuant to Rule 17a-5{d) under the Securities Act of 1934
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