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OATH OR AFFIRMATION

1.TIMOTHY MARCHESI . swear for affirm) that to the hest of my

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

KANSARCITY BROKF,itAGE, INC, ,as of-

DECEMSER 31 , 2018_,are true and correct. I further swear (or affirm) that neither the company nor

any partner, proprietor, principal officer or director has any proprietary interest ht any account classified solely as that of a
customer, except as follows:

Notary Public

This report **contains (check all applicable boxes):
X (a) FacingPage.
X (b) Statement of Financial Condition.
X (c) Statement of locome (Loss).
X (d) Staternent of Changes in Financial Condition.
X (c) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital,
o (f) Statementof Changesin Liabilities Subordinated to Claims of Creditors.
X (g) Computation of Net Capital.
a (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
X (i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

X (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rufe iSc34and the Computationfor
Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-e.

a (k) A Reconciliationbetween the audited andunauditedStatements of Financial Condition with Respecitòmethodtofegasolidation;
X (1) An Oath or Afilrniation.
a (m) A copy of the SIPC Supplemental Report.

a (n) A report describing any material inadequacies found to exist or found to have existed since the dateöfthe provi

_oiconfreentiertratruerivafcertajnporttonsafthisfNng,seesectiotrne (7a-$(e)f3).



REPÖTO INDEPEl2DeN REGi5TEREOPUBUCAOCOUNNNRiFl@M
To the Boardof Directors and Shareholders
of KansasCity Brokerage,Inc,

Opinion on the Financial Statements

We haveaudited theaccompanyingstatementof financial conditionof KansasCity Brokerage,Inc.as of
December31,2018,the relatedstatementsof operations,changes instockholders'equity, and cashflows
for the year then ended, and the related notes and schedule (collectively referred to as the financlat
statemeht4 in our olílnlon, the financial statementspresent fairly, in all material respects, the financial
positionof KansasCityBrokerage,Inc, as of December 31,2018, and the results of its operations and its
cashflowsfor the yearthenended inconformitywithaccounting principlesgenerallyacceptedin theUnitedStatesof Amerloa.

These financial statements are the responsibility of Kansas City Brokerage, Inc.'s managernent. Our
responsibilityis to expressan opinionon KansasCity Brokerage,Inc.'s financial statementsbased 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 Kansas City Brokerage, Inc.
in accordance with the U.S.federal securities lawsand the appilcable 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 assuranceabout whether the financial statementsare free
of material misstatemeát,whether due to error or fraud. Our audit included performing procedures to assess
the risks of material misstatementof the financial statements,whether due to error or fraud, andperforming
procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regardingthe amount(anddisclosures in the financial statements.Our audit also included evaluating the
accounting principles psed 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

Schedules Ihas beensubjectedto auditproceduresperformedin conjunctionwith the audit of KansasCity
Brokerage,Inc.'sfinancialstatements.Thesupplementalinformationis the responsibilityof KansasCity
Brokerage, Inc.'s management. Our audit procedures included determining whether the supplemental
information reconcilesto the financial statements or the underlyingaccounting and other records, as
applicable, and performing procedures to test the completeness and accuracy of the information presented
in the supplementalinformation.In forming our opinion on the supplementalinformation,we evaluated
whether the supplemental Information, including its form and content, is presented in conformity wlth 17
C.F.R §240.17a-S.In our'opinion, Schedules 1is fairly stated, in all material respects, in relation to the
financial statements as a e.

We have served as Kansas City Brokerage, Inc.'saudllor since 2016,

Olathe, Kansas

February 26, 2019



EansasCity &okerup inc.
Štafeinentofyinaaelaihudiffen

December 31,2018

Cashandcash equivalents $ 45,0y5
Due From Parent 24,000
Consulting contract receivabl 34,658

Total assets 101,641

Iaiabilities

Servicesdue to customers $ 20 910
Third-party payer funds 94
Due to Parent 12ð55

Total liabilities 33 059

Stockholders' Equity

Common stock,$.01par value; lóQ;Óbnshaterauthodzede
1,000sharesissued and outstanding $ IA

Additional paid-in capital 277 724
Retaineddeficit (209 152)

Total stockholders'equity esab2

Total liabilities and stockholdórsi eguity $ 101.

SeeIndependen Auditors Report
2



Kansas City Brokerage, Inc.
Statement of Operations

Year Ended December 31,2018

dkatagóÒdaiñétietötoicating bioket oömnssions Š -

64:ihoonie 4ÖŠ

talNevenue 403

Giilenoadnaëá 19 214

Total expenses 1921&

e(Ingome $ (75à%

Seeindependent Auditor Report



Nansashty ßnoketggednge
atateniëñfofRetainedneheit

year Endeånecembte%, 2018

MWee(nousikenguarsipait $ (190320%

Net3aente 418,8121

Balanee(Refit); December 31,2016 $ (209132

degindependentkuditon Report
4



RaasaantflMkgege,pre,
Statesent of dash Flows

year Endeanecembers0ses!

Operating Activities

Net Income $ (18,812)
Changes in

Consulting contract receivables (11301)
Interest Receivable 4N
Due to parent 749453

Net cash provided by operatingactivities 107$101

Investing Activities

Redemptionof Certificate of Deposit - f44(562

Net cash used in investing activities 144(362

Increase in Cash and Cash Equivalents 6 651

Cash and Cash Equivalents, Beginning of Year $1

Cash and Cash Equivalents, End of Yeat $ Aadóia



Nötes teFinanciáÏŠtáteñònts
ecember Šl,4n

étab Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

The Company,a 79%owned subsidiaryof DeMarcheAssociates,Inc. (DeMarche),
anemployeebenefit plan consultant,providesbrokerageserviceson behalf of clients
of its parent through a clearing agent. The Company does not hold funds or securities
for cHents,

The Company is a broker-dealer registered with the Securities andExchange
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 investmenttransactions 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 brokeragecommissions from trades directed by the client through
the Company'sclearing agent and in return makes credits available to the client for
the payment of various plan expenses.

Myeof timate

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 assetsand liabilities
and disclosure of contingent assets and liabilities at the date of the financial
staternents and the reported amounts of revenues and expenses during the reporting

period. Actual results could differ from those estimates.

yconsideasaltlitiuid investnientssith originannaturities of three

monthsor less to becasitequiyalentsi

šMiiaependestAutiitors Report
6



Kansas City%rokerage, Ince
Notesto Financial Statements

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

Income Taxes

TheCompany andits parentcompanyfile separateincome tax returns.Deferred tat
liabilities and assetsare recognized for the tax effect of differences between the
financial statement and tax bases of assetsand liabilities. A valuation allowance is

established to reduce deferred tax assets if it is more likely than not that a deferred3at
asset will not be realized.

Brokerage Income Recognition

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

Accounts Receivable

Accounts receivableare stated at the amounts billed to customers.The Company
providesan 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 andspecific circumstances of the customer.

Nóte 2: 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 set service fee

being charged but the parent charges the Company for direct expenses incurred by the
parent on behalf of the Company.

SenTdependentAuditor¼ Report



Kansas Oty BrokeragefInc.
Notesto FÑanciatStatements

neceinhar3Ì, 20iß

Note& IncomeeTaxese

No provision or benefitfor incometaxesfs record d irithe agcompanyingseeingne
tpeatiðñš AstheCoingányhasa udtlass forhoefinanciaíseporting and income
togputed548.

Thetax effects oftemporary differencesrelatedto defertaxesare as follows;

I)eferred fatassey
Seitsicesduetê eustomers $ 5,080

t opei'atinglossentrysorwards i 59i

Netdefeestaxassätbáfoi-evaluadónallowancé H8 671

aluationallowanoes
enginninghalaute M i
Tnci•easesiuring theperiod 30 8%

Ending balance 118¥1

Net deferred tax asset $ -0-

The Companyhasunused operating losscarry forwards of approximately $349,511
which will not expire underthe 2018 tax act.Due to the change in tax law the
effective tax rate was changed from 20% in 2017 to 26% in 2018 to reflect the

changes in rates. The new operating loss is now limited to 80% for carry forward
purposes andhasbeen reduced accordingly.

The Company follows the provisions of uncertain tax positions as addressed in FASis
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 31,2018 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 andpenalties in operating expenses.No such interest or penalties were
recognized during the periodspresented.The Company had no accruals for interest
andpenalties at December 31,2018.

SeeÍndependentAuditor's 1tepoin
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Kansas City Brokerage, Inc.
Notes to Financial Statements

December 31,2018

Noe 4: Net Capital Requirements

The Company is required to maintain minimum net capital as defined by Rule 1503-1

under the Securities ExchangeAct of 1934.Rule 15c3-1 requires minimum net
capital to be the greater of $5,000or 6 2/3% of aggregate indebtedness.

The Company'sratio of aggregate indebtedness to net capital as defined in the
SecuritiesandExchangeCommission'sUniform Net Capita1Rule 15c3-1 was 1.4447
to 1 asof December 31,2018.The Company is required by regulatory authorities to
maintain a ratio of less than 15to 1.The Company had net capital,as defined,of
$9,944 asof December 31,2018,which exceeded the required net capital by $4,944

AKofDeadinb665i,ÈÒí5,the Òompanyadegoshš%eafullyinsured by FDIC
insurangecoveraget

Mie e douisinaistainenfingensias,andnuai'antea

At beoemberŠÌ,2MŠ,thó Companyhadantetitenedintoany1ñechaseor sales
commitmentsourwerethere any othercomthnnimaaddolingaññiesof gtierantòét

NAte RuheequeniEvedis

ŠbsequenteteutaMöit idioned u til Febínat 26,2018+hich was theadáyathe
financiabstatementswere availablefar issue.

seeRidependentAuditor's¾epott
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Kansas City Brokerage, Inc.
Computation of Net Capital under Rule 15e341

December 31,2018

5dheduleT

ggregateludebtedness $ JAtist

toelrboldgrs*Eggity Š àŠ,4dá
esNenáiloWähl#Aasetä

Consulting contractreceivables (234$2)ˆ�¼�Ø_deposityccount(24#00)

ExcessNetaapitat 9,944

Lesscnet-capital requirements greatorof $N000or 1/15of
Aggregatetudóbtedness 15,0001

Net espitätin encesstofrequireinent $ 4,944

Raffo ofAggregate Indebiedness to Net Capitaf £2to i

Note The Companyis in compliancewiththe exelaptionprovision franiRule&$4sais

Tiáfe: Thett wasnomalenialdiffèrencasbetweenthe coinputatiñ of tet òapital andthe
basic net capitaLrequiremenicomputati nincluded in these financial statements
withthuaepreilauslysanoitedbysheConipany.

NeoIndependentÀditor Report
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DAVID LUNDGREN & COMPANY
CERTIFIEDPUBUC ACCoUNTANTS,CHARTERED

505 NoRTH MuR-LEN ROAD
OLATHE, KANSAS 66062

To theBoard of Directors andShareholders
of Kansas City Brokerage, loc.

We have reviewed management's statements, included in the accompanying Exemption Report for year
ended December 31, 2018, in which (1) KansasCity Brokerage, Inc. Identified the following provisions of
17 C.F.R.§15c3-3(k) under which Kansas City Brokerage, Inc. claimed an exemption from 17 C,F.R.
§240.15c3-3: (k)(2)(ii).(exemption provisions)and (2) Kansas City Brokerage, Inc. stated that Kansas City
Brokerage, Inc. met the id,entified exemption provisions throughout the most recent fiscal year without
exception. Kansas City Brokerage, Inc.'s management is responsible for compilance with the exemption
provisions and its statemerits.

Our review was conducted in accordance with the standards of the Public Company AccountingOversight
Board (United States) and,accordingly, included inquiries and other required procedures toobtain evidence
about KansasCity Bro¥erage,Inc.'scompliance with the exemption provisions.A review is substantially
less inscope than an examination,the objective of which is the expressionof an opinion on management's
statements.Accordingly, we do not express suchan opinlon.

Based on our review,weare notawareofany materialmodifications that should be madeto 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 ) of Rule 1503-3 under the Securities Exchange Act of 1934.

Olathe,Kansas

feniaryg6 20%9



KansasCity
EkOIGRAGE,INE

FábtuarydòØ19

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

Re: Exemption Report Pursuant to SEA Rule 17a-5(d)(1)(i)(B)(2)

To thebestof our knowledge and belief:

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

2. Kansas City Brokerage, Inc.has met the identified exemption from January1,20 g
through December 31,2018,without exception, unless, if applicable asstated in
number 3 below,

3.KansasCity Brokerage,Inc.bashad no exception to report this fiscal year.

Timothy ·chesi
President

Kansas City Brokerage, Ince
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