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8181 Fast Tufts Avenue, Suite 600
Denver, Colorado 8§0237-2579
P: 303-740-9400

F: 303-740-9009
www. EKSH.com

EKS&H LLLP

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Isaak Bond Investments, Inc. and Subsidiary
Denver, Colorado

OPINION ON THE CONSOLIDATED FINANCIAL STATEMENT

We have audited the accompanying consolidated statement of financial condition of Isaak Bond
Investments, Inc. and Subsidiary (the "Company") as of December 31, 2017, and the related notes to
the consolidated financial statement. In our opinion, the consolidated financial statement presents
fairly, in all material respects, the financial position of Isaak Bond Investments, Inc. and Subsidiary as
of December 31, 2017, in conformity with accounting principles generally accepted in the United
States of America.

BASIS FOR OPINION

This consolidated financial statement is the responsibility of the Company's management. Our
responsibility is to express an opinion on this consolidated financial statement 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 the Company 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 consolidated financial
statement is free of material misstatement, whether due to error or fraud. Our audit included
performing procedures to assess the risks of material misstatement of the consolidated financial
statement, 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
consolidated financial statement. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statement. We believe that our audit provides a reasonable basis for our opinion.

ERSHH LLLP
EKS&H LLLP

February 28, 2018
Denver, Colorado

We have served as the Company's auditor since 2006.



ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Consolidated Statement of Financial Condition
December 31, 2017

Assets

Assets
Cash and cash equivalents
Due from clearing broker and dealers
Interest receivable
Other receivables
Employee advances
Due from stockholders
Securities owned, substantially pledged as collateral for amounts due to
clearing broker
Cash surrender value of life insurance
Property and equipment, net of accumulated depreciation of $249,029
Other assets

Total assets

Liabilities and Stockholders' Equity
Liabilities

Due to clearing broker, collateralized by securities owned
Commissions payable
Accrued expenses
Subordinated debt
Deferred rent
Capital lease obligation
Total liabilities

Commitments and contingencies

Stockholders' equity
Common stock, $1 par value; 500,000 shares authorized; 42,124 shares
issued and outstanding
Additional paid-in capital
Retained earnings
Total stockholders' equity

Total liabilities and stockholders' equity

See notes to consolidated financial statement.
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$ 37,103
328,641
50,196

82,007

15,711

24,103

6,146,548
305,716
67,928
142,711

$ 7200664

$ 4,254,866
375,327
39,861
861,000

3,773

3.041
5.537.868

42,124
796,307
824,365

1,662,796

$ 7,200,664




ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statement

Note 1 - Description of Business and Summary of Significant Accounting Policies

Isaak Bond Investments, Inc. and Subsidiary (the "Company") is a Colorado corporation established on
March 1, 1977. On July 1, 2010, the Company elected S corporation status. The Company is
registered as a broker-dealer under the Securities Exchange Act of 1934 and is a member of the Financial
Industry Regulatory Authority ("FINRA"). The Company's primary operation is proprietary trading of
municipal bond securities. The Company's wholly owned subsidiary, Funds Management Corp.
("Management Corp."), has been dormant for several years.

The Company operates under the provisions of Paragraph (k)(2)(ii) of Rule 15¢3-3 of the Securities
Exchange Act of 1934 and, accordingly, is exempt from the remaining provisions of that rule.
Essentially, the requirements of Paragraph (k)(2)(ii) provide that the Company clears all transactions on
behalf of customers on a fully disclosed basis with a clearing broker-dealer and promptly transmits all
customer funds and securities to the clearing broker-dealer. The Company's clearing brokeris Hilltop
Securities, Inc. ("Hilltop Securities"). Hilltop Securities carries all of the accounts of customers and
maintains and preserves all related books and records as are customarily kept by a clearing broker-dealer.

Principles of Consolidation

The accompanying consolidated financial statement includes the accounts of Isaak Bond Investments,
Inc. and its subsidiary, Management Corp. All intercompany accounts and transactions have been
eliminated in consolidation. '

Cash and Cash Equivalents

The Company considers all highly liquid instruments purchased with an original maturity of three
months or less to be cash equivalents. The Company continually monitors its positions with, and the
credit quality of, the financial institutions with which it invests.

Due from Clearing Broker and Dealers and Other Receivables

Due from clearing broker and dealers are recorded as trades are executed on a trade-date basis. The
Company has not provided a reserve for uncollectible accounts, as management believes all receivables
are fully collectible.

Property and Equipment

Property and equipment is stated at cost. Depreciation is provided utilizing straight-line and
accelerated methods over the estimated useful lives for owned assets, ranging from three to seven years.

Clearing Deposit and Other Assets

Other assets include $50,315 deposited with Hilltop Securities to offset certain risks assumed by Hilltop
Securities related to the clearing and settling of securities and cash transactions on behalf of the
Company.



ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statement

Note 1 - Description of Business and Summary of Significant Accounting Policies (continued)

Concentrations of Credit Risk

Financial instruments, which potentially subject the Company to concentration of credit risk, consist
principally of cash and securities owned. The Company places its temporary cash investments with
what management believes are high-credit, quality financial institutions. Securities owned consist
primarily of municipal bond securities invested in a diversified portfolio of municipal bond positions.

Securities transactions are initiated on a fully disclosed basis with Hilltop Securities. Under the terms
of the clearing agreement, the Company is ultimately responsible for the executing of transactions and
the contractual obligations thereunder. In conjunction with the clearing broker, the Company seeks to
control the risks of activities and is required to maintain collateral in compliance with various regulatory
and internal guidelines. Compliance with the various guidelines is monitored daily and, pursuant to
such guidelines, the Company may be required to deposit additional collateral or reduce positions when
necessary.

The Company is engaged in various trading and brokerage activities where counterparties primarily

include broker-dealers, banks, and other financial institutions. In the event these counterparties do not

fulfill their obligations, the Company may be exposed to risk. The risk of default depends on the

creditworthiness of the counterparty or issuer of the instrument. It is the Company's policy to review,
- as necessary, the credit standing of each counterparty with which it conducts business.

Market risk arises due to fluctuations in interest rates and market prices that may result in changes in the
values of trading instruments. The Company manages its exposure to market risk resulting from
trading activities through its risk management function. Risk reports are reviewed daily by
management to mitigate market risk.

Derivative Financial Instruments

Derivative financial instruments used for trading purposes are carried at fair value. These derivative
instruments consist principally of future contracts to purchase or sell government securities. Fair values
are based upon quoted market prices. The fair value of those financial instruments is recorded in
securities owned or due to clearing broker, as appropriate.



ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statement

Note 1 - Description of Business and Summary of Significant Accounting Policies (continued)

Fair Value Accounting

The Financial Accounting Standards Board Accounting Standards Codification ("ASC") Topic 820
establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). The
three levels of the fair value hierarchy under ASC Topic 820 are described below:

Level 1: Quoted prices in active markets for identical assets or liabilities;

Level 2: Quoted prices in active markets for similar assets and liabilities and inputs that are
observable for the asset or liability; or

Level 3: Unobservable inputs in which there is little or no market data, which requires the
reporting entity to develop its own assumptions.

The determination of where assets and liabilities fall within this hierarchy is based upon the lowest level
of input that is significant to the fair value measurement.

Securities Owned

Municipal securities owned and investment securities are valued at fair value based on trade activity
within a publicly observable marketplace.

Income Taxes

The Company has elected to be treated as an S corporation for income tax purposes. Accordingly,
taxable income and losses of the Company are reported on the income tax returns of the Company's
stockholders, and no provision for income taxes has been recorded in the accompanying consolidated
financial statement.

The Company follows the guidance of ASC Topic 740, Accounting for Uncertainty in Income Taxes.
ASC Topic 740 prescribes a more-likely-than-not recognition threshold and a measurement attribute for
the financial statement recognition and measurement of a tax position taken or expected to be taken in a
tax return. The interpretation also provides guidance on the related derecognition, classification,
interest and penalties, accounting for interim periods, and disclosure and transition of uncertain tax
positions.



ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statement

Note 1 - Description of Business and Summary of Significant Accounting Policies (continued)
Use of Estimates

The preparation of consolidated 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 disclosures of contingent assets and liabilities at
the date of the consolidated financial statement. Actual results could differ from those estimates.

Note 2 - Fair Value Accounting

The following table sets forth by level, within the fair value hierarchy, the Company's investment assets
at fair value on a recurring basis as of December 31, 2017:

Description Level 1 Level 2 Level 3 Total
OTC Equities $ 21,383 $ - $ - $ 21,383
Municipal bonds - 4,258,101 - 4,258,101
Corporate bonds - 1.867.064 - 1,867,064
Total $ 21383 $ 6,125,165 $ - $ 6,146,548

Municipal and corporate bonds and OTC equities are valued based on trades of the bonds & equities
within a publicly observable marketplace. The bond market is based on negotiated contracts between
a limited number of parties rather than high-volume exchange transactions. The pricing of bonds can
be determined through review of transactions involving the specified bond or a like-kind bond. The
OTC equities are thinly traded and is priced based on the most recent executed trade.

Note 3 - Due to Clearing Broker

The Company clears its proprietary trades through another broker-dealer. The Company is required to
maintain securities reserve and other collateral accounts with the Company's broker with a balance at all
times equal to or greater than the margin requirement on the underlying securities. At December 31,
2017, the Company maintained $1,897,207 in these accounts. This amount is netted against the amount
payable to the broker-dealer. This payable is collateralized by securities owned by the Company. The
Company met all margin requirements, as determined by the clearing broker, as of December 31, 2017.



ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statement

Note 4 — Capital Leases — Future Minimum Lease Payments

The Company leases office equipment under an agreement that is classified as a capital lease. The cost
of equipment under capital leases is included in the consolidated statement of financial condition as
property and equipment and was $10,242 for the year ended December 31, 2017. Accumulated
amortization of the leased equipment at December 31, 2017 was $7,247. _

The future minimum lease payments required under the capital lease and the present value of the net
minumum lease payments as of December 31, 2017 are as follows:

Year Ending December 31 ‘
2019 $ 2,529

2020 671

3,200
Less amount representing interest (159)
Capital lease obligation $ 3,041

Note 5 - Commitments

Operating I eases
The Company leases facilities under non-cancelable operating leases.
Future minimum lease payments under these leases are approximately as follows:

Year Ending December 31, 2017

2018 31,700
$ 31,700




ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statement

Note 6 - Subordinated Debt

Borrowings under subordination agreements at December 31 2017 are owed to the Company's majority
stockholder as follows:

Interest at prime plus 2% (5.75% at December 31, 2017), $100,000
due March 31, 2019, $261,000 due May 31, 2019, $100,000 due
.October 31, 2019, and $400,000 due August 30, 2018 $ 861,000

The subordinated borrowings are unsecured and are covered by agreements approved by FINRA and are
thus available in computing net capital under the Securities and Exchange Commission's Uniform Net

Capital Rule ("Rule 15¢3-1").

Note 7 - Employee Benefit Plan

The Company's Section 401(k) profit sharing plan covers substantially all full-time employees. The
Company's profit sharing contributions to this plan are determined annually by the Board of Directors
and vest over a period from two to six years of service. In addition, the Company has a discretionary
match of up to 6% of employee salary deferrals.

Note 8 - Related Party Transactions

One of the Company's customers is a partnership, where the general partner is related to the majority
stockholder. In addition to providing investment advisory services, the Company performs certain
administrative services for the partnership. The amount due from the pa,ttnershlp was $62,644 as of
December 31, 2017, included in other receivables.

Note 9 - Net Capital Requirements

The Company is subject to Rule 15¢3-1, which requires the maintenance of minimum net capital and
requires the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.
Rule 15¢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, 2017, the Company had net capital of $1,290,417
which was $1,190,417 in excess of its minimum net capital of $100,000. The Company's net capital
ratio was 0.37 to 1.

Note 10 - Subsequent Events

The Company has evaluated all subsequent events through the auditors’ report date, which is the date
the financial statements were available for issuance, and had determined there are no events requiring
disclosure
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ISAAK BOND INVESTMENTS, INC. AND SUBSIDIARY

Schedule I - Computation of Aggregate Indebtedness and Net Capital Pursuant to Rule 15¢3-1 of
the Securities and Exchange Commission

December 31, 2017
Net Capital
Stockholders' equity $ 1,662,796
Additions
Liabilities subordinated to claims of general creditors 861,000
Deductions
Other receivables (120,511)
Employee advances (15,711)
Due from stockholder (24,103)
Property and equipment (67,928)
Other assets (82,395)
Other investments (12,078)
Haircuts on securities
Debt securities (619,958)
Other securities. (157,015)
Undue concentration (133,680)
Net capital $ 1290417
Aggregate Indebtedness
Payables
Commissions payable $ 375,327
Accrued expenses and other 97.080
Total aggregate indebtedness $ 472.407
Computation of Basic Net Capital Requirements
Required minimum net capital $ 100,000
Capital in excess of minimum requirement $ 1190417
Ratio of aggregate indebtedness to net capital 0.37

Reconciliation with Company's computation:

There are no material differences between the preceeding computation and the Company's
corresponding unaudited Part II of Form X-17A-5 as of December 31, 2017.
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