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1, Christopher Parrott

OATH OR AFFIRMATION

, swear (or affirm) that, to the best of

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

Neighborly Securities , as
of de‘cember 31 ,2017 , are true and correct.. I further swear (or affirm) that
neitl

clas

j'er the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
ified solely as that of a customer, except as follows:

Signature._.”
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(d) Statement of Changes in Financial Condition.
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‘Notary Public ALK Noﬁs'gfssmﬂoom

eport.** contains (check all applicable boxes): IHHOSSIWAQ ?;V}.S OfTGHdAW.LON
(2) Facing Page. SH3¥ twHY ir

(b) Statement of Financial Condition.

) Statement of Income (Loss).

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

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

1) Computation of Net Capital.

) 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.

() AReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 1.5¢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 Oath or Affirmation.

() A copy of the SIPC Supplemental Report. »

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous-audit,

**Fon conditions of confidential treatment of certain portions of this filing, see seciion 240.17a-5(e)(3).




DAVID LUNDGREN & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS, CHARTERED
505 NORTH MUR-L.EN ROAD
OLATHE, KANSAS 66062

TELEPHONE
DAVID B. LUNDGREN, MBA, CPA (913) 782-:9530
MAGGIE CHANG, CPA FACSIMILE

(913) 782-9564

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
of Neighborly Securities, Inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Neighborly Securities, Inc. as of
December 31, 2017, the related statements of operations, changes in shareholder’s equity, and cash flows
for the year then ended, and the related notes and schedules (collectively referred to as the financial
statements). In our opinion, the financial statements present fairly, in all material respects, the financial
position of Neighborly Securities, Inc. as of December 31, 2017, and the results of its operatlons and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

Basis for Opinion

These financial statements are the responsibility of Neighborly Securities, Inc.'s management. Our
responsibility is to express an opinion on Neighborly Securities, Inc.’s financial statements based on our
audit. We are a public accounting firm registered with the Public Company Accounting Oversight Board
(United States) (PCAOB) and are required to be independent with respect to Neighborly Securities, Inc. in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of materiai misstatement, whether due to error or fraud. Our audit included performing procedures to assess
the risks of material misstatement of the financial statements, whether due to error or fraud, and performing
procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audit also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the
overall presentation of the financial statements. We believe that our audit provides a reasonable basis for
our opinion.

Supplemental Information

The Schedules | and Il have been subjected to audit procedures performed in conjunction with the audit of .
Neighborly Securities, Inc.'s financial statements. The supplemental information is the responsibility of
Neighborly Securities, Inc.’'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 Schedules | and Il are fairly stated, in all material respects,
in relation to the financial statements as a whole.

We have served as Neighborly Securities, Inc.'s auditor since 2015.
Olathe, Kansas
March 9, 2018



NEIGHBORLY SECURITIES, INC
(A Missouri Corporation)
STATEMENT OF FINANCIAL CONDITION

December 31, 2017

Assets
Cash and Cash Equivalents $ 3,517,108
Clearing Deposit $ 100,361
Inventory Maintenance $ 8,468,257
Prepayments $ 61,476
Total Assets $ 12,147,202
Liabilities and Shareholders’ Equity
Liabilities
Accrued Expenses $ 5,722,169
Contingent Liabilities $ 10,000
Total Liabilities $§ 5732169
Shareholders’ Equity
Common Stock, §1 par value, 500,000 shares $ 79,280
authorized, 79,280 shares issued
Retained Earnings $ (989,576)
Additional Paid-in Capital $ 7,401,329
Treasury Stock, at cost (50,000 shares) $ (76,000)
Total shareholders’ equity $ 6,415,033
Total Liabilities and Equity : 1 202

The accompanying notes are an integral
part of these financial statements.
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NEIGHBORLY SECURITIES, INC
(A Missouti Corporation)
STATEMENT OF OPERATIONS

For the period from January 1, 2017 through December 31, 2017

Income
Commissions and Fees $ 1,973
Trading (Inv) Profits $ 4,245
Other Income $ 39,713
Interest Income 3§ 37.689
Total Income S 73,620
Less: Cost of Goods Sold $ 3,588
Gross Profit $ 70,031
Operating Expenses
Banking Fees $ 254
Clearing Fees $ 114,188
Dues and Subscriptions $ 91,571
Janitorial and Maintenance $ 1,198
Business Licenses and Fees $ 138
Regulatory $ 51,287
Insurance $ 3,109
Rent $ 35,076
Legal and Professional Fees $ 99,074
Utilities $ 1,201
Travel $ 40,649
Supplies and Postage $ 2,686
Other Operating Expenses $ 5,678
Payroll $ 465,891
Total Operating Expenses S 912,000
Operating Income $  (841,969)
Total Other Income / (Expense) $ 3,500
Net Income ' S (838,469)

The accompanying notes are an integral
part of these financial statements.
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NEIGHBORLY SECURITIES, INC
(A Missouri Corporation)
STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY

For the period from January 1, 2017 through December 31, 2017

Common Retained Additional Treasury Total
Stock Earnings Paid in Capital Stock
Balance, Beginning of Year $ 79,280 $ (151,107) $ 7,401,329 $ (76,000) $ 7,253,502
Shares Issued - - - - -
Net income {loss) - (838,469) - - (838,469)
Balance, End of Year $ 79,280 $ (989,576) $ 7,401,329 $ (76,000) $ 6,415,033

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

6



NEIGHBORLY SECURITIES, INC
(A Missouri Corporation)
STATEMENT OF CASH FLOWS

For the period from January 1, 2017 through December 31, 2017

Cash Flows from Operating Activities

Receipts from customers $ 35930
Payments to suppliers and employees $ (915,562)
Cash receipts from other operating activities $ 39939
Total Cash Flows from Operating Activities $ (839,693)
Cash Flows from Investing Activities
Capital Deposit at Clearing Broker $  (600,000)
Additional Deposit at Clearing Broker $ (7,778,414)
Total Cash Flows from Investing Activities $ (8,378,414)
Cash Flows from Financing Activities
Capital contribution from Parent $ 5,731,111
Total Cash Flows from Financing Activities $ 5,731,111
Net Cash Flows $'(3,486,997)
Cash Balances
Cash and cash equivalents at beginning of period $ 7,004,106
Cash and cash equivalents at end of period $ 3,517,108
Net change in cash for period $'(3,486,997)

The accompanying notes are an integral
part of these financial statements.
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NEIGHBORLY SECURITIES, INC
(A Missouri Cotporation)

General Information and Summary of Significant Accounting Policies
Description of Business

Neighborly Securities (the “Company™), a subsidiary of Neighborly Corporation (the “Parent”), was
incorporated in February of 1986 and began business in May of 1986. The Company originally operated under
the name Fitst Guarantor Securities, Inc. During 2007 the name was changed to First Parkville Securities, Inc.
and then during 2008 the name was changed to The Bond House Inc. In May of 2015, The Bond House, Inc
began doing business as Neighborly Securities and in August of 2017 the name was officially changed to
Neighborly Securities, Inc. In February of 2016 FINRA approved a transfer agreement to transfer the
ownership interest of Marco Listrom to Neighborly Corporation. See the section entitled “Ownership and
Related Party Transactions” for additional details.

All customer accounts and secutities are catried by a clearing broker on a fully disclosed basis. The Company
operates as a broker and a dealer of municipal securities.

Basis of Accounting

The financial statements ate prepared on the accrual basis of accounting wherein income is recognized as
earned and expenses are recognized when incurred.

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 certain reported
amounts and disclosutes. Accordingly, actual results could differ from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid financial instruments purchased with an original maturity of three
months or less to be cash equivalents.

At December 31, 2017, the cash balance was held in one bank, and did exceed the FDIC insurance limit.

Net Capital Requirement

As a registered broker dealer in the securities industry, the Company is subject to the Securities Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1).

The Company’s ratio of aggregate indebtedness to net capital as defined in the Uniform Net Capital Rule was
approximately 0.96 to 1 at December 31, 2017. Aggregate indebtedness and net capital change from day to day.
The Company is required to maintain a ratio of less than 15 to 1. At December 31, 2017, the Company had net
capital as defined of $5,996,025 which exceeded the minimum requirement of $100,000. The Company must
maintain a minimum net capital of 120% of the minimum required capital to avoid interim reporting
requirements.

Exemption From Rule 15¢3-3
The Company is exempt from certain provisions of Rule 15¢3-3 since it does not clear transactions in securities

or hold customer funds or securities. The Company carties no margin accounts and promptly transmits all
customer funds, delivers all customer securities and will not otherwise hold funds or securities of customers.
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NEIGHBORLY SECURITIES, INC
(A Missouri Corporation)

Income Taxes

There is no federal income tax lability for the Company at December 31, 2017 as the revenue generated by the
Company during 2017 was exceeded by the expenses incurred.

There is no state income tax liability for the Company at December 31, 2017 as the revenue generated by the
Company was exceeded by the expenses incurred.

Ownership and Related Party Transactions

As indicated in Note 1, Neighbotly Securities was wholly owned by Marco Listrom until the transfer agreement
became effective on February 26, 2016, upon receiving approval from FINRA. Under the transfer agreements,
100% of the ownership interest in The Bond House, Inc. was transferred from Marco Listrom to Neighborly
Corporation.

The Board of the Parent has approved capital contributions to the Company up to a total of $15,000,000. On
December 27, 2016, the Parent contributed $7,000,000 in unencumbered equity capital to the Company. No
additional capital was contributed by the Parent in 2017.

Expense Sharing Agreement with Neighborly Corporation.

The Company has an existing expense shating agreement with its parent company Neighbotly Corporation.,
which allocates a portion of the expenses incurred by the parent company, including an allocation for rent, I'T
and data, telephone, office supplies and a wages. The total monthly allocation to the Company during 2017 was
$422,652, which is being repaid on a FIFO basis starting February 28, 2018.

Prepaids

The Firm has entered into agreements with Bloomberg for terminals and trading services. These subscriptions
are paid each quarter, one quarter ahead. The Prepaids amount on the balance sheet reflects this contract.

Ptepaids on the Financial Statements include an amount of $31,250 for costs associated with clearing
relationship transition. This amount was expensed on the December FOCUS but was adjusted to a prepaid
deposit on the financial statements. This change

Contingent Liability

The Firm began work on changing the Clearing Arrangement (as discussed in Note 8 — Subsequent Events) to
move form Hilltop Secutities to Pershing. During the course of the transition, the Firm entered into an
agreement to compensate Pershing for efforts related to the transition should the transition fall through.

Subsequent Events

Management has evaluated subsequent events through March 9, 2017, the date on which the financial
statements were available to be issued. The firm has made some structural changes since December 31, 2017.
On January 1, 2018 the Board voted to remove Patrick Hosty as the Managing Principal and install Jason
Anderson as the Managing Principal and a member of the Board. Jase Wilson has resigned his seat to focus on
the operations at the parent company and Chtis Parrott has been nominated for the third board seat. On March
4% Jason Anderson resigned from the Company. John Crossman has replaced Mr. Andetson as the Principal
and as Chairman of the Board.

In January of 2018 the Main Office location was moved from Kansas City, Missouti to New York, New York.
Furthermore, the Firm added an Office of Supervisory Jurisdiction in San Francisco, California.

In January of 2018, the Firm changed its clearing arrangement from Hilltop Securities to Petshing, LLC. The
9



NEIGHBORLY SECURITIES, INC
(A Missouri Corporation)
Firm continues to be an Introducing Broker Dealer and cleats on a Fully Disclosed basis.
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NEIGHBORLY SECURITIES, INC.
(A Missouri Corporation)

SUPPLEMENTARY INFORMATION



NEIGHBORLY SECURITIES, INC.
(A Missouri Corporation)
SCHEDULE 1

COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS PURSUANT
TO RULE 15C3-1 UNDER THE SECURITIES EXCHANGE ACT OF 1934

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1IA

BROKER OR DEALER
NEIGHBORLY SECURITIES asof A2A3817.

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial Condition
2. Deduct ewnership equity not aliowable for Net Capital
3. Total ownership equity qualified for Net Capital ™ ... ... ........... e ma e n e e ae e aan
4. Add:

A. Liablities subordinated to claims of general creditors  allowable in computation of net capdal

B. Other (deductions) or allowable oredifs (List) ... .. ...t
5. Total capital and allowable subordinated liabilities .. ... .. . ... e
8. Deductions and/or charges:

A. Total nee-aliowable assets from

Statement of Financial Condition (Noles Band C)  ...... N 3 82725
B.Secured demand note deficiEncy - - .- viiiicin it
C. Commoadity fistures contracts and spat commodities-

_ lsson
proprietary Rl CHANJES ... ... i b iini e [3600]
D. Other deductions andlor changes .. ... ... ..o, [3610)

7. Other addiions andior allowable CeGS (LiSt) <. oeuenaciaeoneiinaiiaaienas s .
§. Net Capital before haircuts on securities posiions ... ... ....... R $ 3 352, 303
8. Haircuts on securities {computed, where appliicable,
parrsuant fo ¥5cT-1{)) :
A. Contractual secwrities commitments ... ...... e me e e e, $ 3660
8. Subordinated securities BOMOWEGS = v ociiiiiiii i 3870
C. Trading and investment securifies:
. Exempbed securifies ... 237 658
2. Debtsecurities ... ...l e
BOPHONS e PR 3730
4. Other securities  .......... et e ng
0. Undue concentration . ..einiiniianas e 70451
ELOMEI(LS)  «+eemrm e e nn e e e e e e e 3736 | 351,017 /7]

10. Net Capital et e e e e e et e e ie e .- % 8,001,204
OMIT PENNIES
Note: Total non-allowable assets from Statement of Financial Condition includes prepaid expenditures of $61,476
plus receivable of $1,250 plus $506 of equipment.

{ 627253629
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NEIGHBORLY SECURITIES, INC.
(A Missouti Corporation)

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER
NEIGHBORLY SECURITIES asof 12348017

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11. Minimum net capital required (8-213% of line 18) e e $ 382,145
12. Mininsm dioliiar ned capital requirement of reporting broker  or dealer and minimum net capital reguirement

of subsidiaries computed in accordance with Note (&} ... ... e 3 100,000
13. Net capital requiremnent (greater oflime 1107 12) L. ... ... ..t $ 382,145
14, Excess netcapital {line 1Dkess 13} .. ... ...iiiiieieieieaaa. et ¥ 5,810,148
15. Net capital less greater of 10% ofline 19 or 120% of line 12 .. ... . ... ... .. iiiiiiiiiiiaiiiaaeians ) 5,428,074

COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total AL liabilities from Statement of Fmancial  CORdIBOR . .. ... ... ..c.eeierinieenneinannn. $ 5,732,169
17. Add:
A.Drafts for immedizte eredit. ™ < cv e irene et e erman e bt anaaan $
8. Market value of securities borowed for which no
equivalent value is paid o credited e e e $ 13810}

C. Other unrecorded amounts (Listy .. ... ... ..... et $ 3a20] %
10. Total aggregate indebtedness ... ... ....... .. e e e e e et e m e in e et 3 5 733 188
20. Percentage of aggregate indettedness to net capital (fine 19 divided by line 10} ... ... ... .. ... eeean % a5 52 [3850]
2%. Percentage of debt to debt-equity total computed in - accordance with Rule 150-3-8dy ... ... ... ... ........ % 2.00

COMPUTATION OF ALTERMATE NET CAPITAL REQUIREMENT

Part B
22.2% of combined apgregate debll items as shown in Forrmula v Reserve Reguirements pursuant

o Rute 15¢3-3 prepared as of the date of netcapital  computation including bath

brokers or dealers and consclidated subsidiaries’ detits ... ... ... ... e 5 am|
23. Mimsmum dioliar net capital requinement of repaorting broker  or dealer and minimum net capital

requirement of subsidiaries compuled in accordance with Note (A} _..__.._..._........ ST 5. _[asn|
24. Net capital requiremend {greater of ine 220r23}y .. ... ... ... et e 3 3760
25.Excessnet capital (line 10055 28} e e 3 3910/
28. Net capital in excess of the greater of:

5% of combined aggregate debik items or 120% of minimum net  capital requirement . ...................o. S [2020]
MNOTES:

{A) The minimum net capital requirement should be computed by  adding the minimum dollar net capital requirement
of the: reporting broker dealer and, for each subsidiarytobe  consolidated, the greater of:
1. Minimum dollar net capital requirement, or

2.8-213% of apgregate indebtedness or 4% of apgregate dehits  if alternative method is used.
(B} Do nat deduct the value of securities borrowed under  subordination agreements or secured demand notes
covered by subordination agreements not in satisfactory form  and the market values of the memberships in

exchanges contrituted for use of company (contra to item 1740}  and pariners’ securities which were
included in non-allowatle assets.

{C} For reports fled pursuant to paragraph (d} of Rude 173-5, respondent should prowide a list of material
non-allowable assets.
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NEIGHBORLY SECURITIES, INC.
(A Missouri Corporation)

Schedule II
Computation of Determination of Resetrve Requirements and Information Relating to Possession or Control
Requitements under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2017

The Company did not make a computation for determining the resetrve requirement or supply information relating to
the possession or control requirements pursuant to rule 15¢3-3 as it is exempt pursuant to subparagraph (k)(2)(1) of

Rule 15¢3-3.
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DAVID LUNDGREN & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS, CHARTERED
505 NORTH MUR-LLEN ROAD
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TELEPHONE
DAvVID B. LUNDGREN, MBA, CPA (913) 782-9530
MAGGIE CHANG, CPA FACSIMILE

(913) 782:9564

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
of Neighborly Securities, Inc.

We have reviewed management's statements, included in the accompanying Exemption Report for year
ended December 31, 2017, in which (1) Neighborly Securities, Inc. identified the following provisions of 17
C.F.R. §15¢3-3(k) under which Neighborly Securities, Inc. claimed an exemption from 17 C.F.R. §240.15¢3-
3: (k)(2)(ii) (exemption provisions) and (2) Neighborly Securities, Inc. stated that Neighborly Securities, Inc.
met the identified exemption provisions throughout the most recent fiscal year without exception. Neighborly
Securities, Inc.'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 Neighborly Securities, Inc.’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 provisions
set forth in paragraph (k)(2)(ii) of Rule 15¢c3-3 under the Securities Exchange Act of 1934,

Olathe, Kansas
March 9, 2018




2= Neighborly

SECURITIES

March 9, 2018
SEA 15¢3-3 Exemption Report
I, Christopher Parrott, CFO of Neighborly Securities, Inc. (the “Company”) represent the
following:
1. The Company claims the k(2)(ii) exemption to SEA §240.15¢3-3;
2. The Company met the identified exemption provisions in SEA §240.15¢3-3(k)
throughout the most recent fiscal year as of December 31, 2017 without
exception; and

3. There were no exceptions during the most recent fiscal year in meeting the
identified exemption provisions in SEA §240.15¢3-3(k).

Respectfuily submitted,

Christophes MW Parcott {Mar 9,2018}

Christopher Parrott
Chief Financial Officer



