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INDEPENDENT PUBLIC: ACCOUNTANT whose opinion is contained in this Report*

DAVID LUNDGREN & COMPANY, CPA’S, CHTD,

(Namer ifindividual, stafe last, first, midedle name)
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‘OATH OR AFFIRMATION

8 s SWEBE (OF affirm) that, to the best of my

knowledge and behcf‘ the accompanying F mmclal statement and supportmg schiedules pertaining to the firm of

< CITY B OKERAGE INC; o ‘ o o . , as.of .
M_EQEMB;E'R 31 i oy 2018, are triue and-correct,. | f’urther swear- (ot afﬁrm) that neitherthe: company nor:

- ‘aiy pastier, proprie&or. prmcipal ofﬁcer or director has any proprietary interest-in any-account classified solely as that of.a
customar; except sy follows:

. — ‘ ¢ .:“.. s, — - i .
, QAABAR: F0ARD | —
B oy Public i'Kansas '\ -
s Ny ot Evpires: | - ¥/
- e i : \/VSngnnture

_PRESIDENT"
Title

HXOKORMKK NG

ns ﬁppmpriaw explanahon of ‘the Compmatwn of Net. Capntal Under Rule 15¢3-1 and the Comptitation for
‘ éserve Requirements Undet Exhibit A'of Rule 15¢3-e.
(k) A Reconciliation betwoii the audited and unauditéd Statements of Financial Condition with Respect to methods of consolidation:
(l) AnOath o Affiration,

\copy ofithe SIPC Stpplemental Report:
m A l‘eport des;:nbmg any material maéequacies t‘ound to exist'or found o hdve existed since the date of e previous audit,

8545

#¥Eo i conditions of confidential reatmiert of certain portionsof this filing, see section 240. [ 7a-5(e)(3).




DAVID LUNDGREN & COMPANY
'CERTIFIED PUBLIC ACCOUNTANTS, CHARTERED
BOS NORTH MUR-LEN ROAD
‘OLATHE, KANSAS 66062
4 TELEPHONE
DAVID B, LUNDGREN, MBA, CPA: 10123).782-9530.
‘MAGGIECHANG, CPA

{o13)782-09564

REPGE{{T"OF_IND'E“P.EN’D‘ENT-REG]'S’TERED’ PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders
of Kansas Cily Brokerage, Inc.
Opinion on the Financial Statements
We have audited the accompanying statement of finaricial condition of Kansas Clty Brokerage, Inc. as:of
+ the related statements of opérations, changes in stockholders’ equity, and cash flows
, Tor the:ye led, and the related notes and schedule (collectively referred to as the financial
statements). In our opinion, the financial statements présent fairly, in all material respects, the finahcial
position of Kansas City-Brokerage, Inc. as of Decemberr-31, 2018, and the results of its operations-and its
cashflows for the year then ended in'conformity with accounting principles generally accépted in:the United
States of America.
Basls for Opinlon
These financlal statements are the responsibility of Kansas Gity Brokerage, Inc’s management. Our
responsibility is to express an opinion on Kanisas City Brokerage, 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 Indepéndent with respect to Kansas City Brokerage, Inc:
inaccordance withthe U, S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB:

Wa condusted our audit in accordance with the standards of the PCAOB. Those standards require:that we
pla

perform the audit to obtaln reasonable-assurarice about whether the financial statements are free
| migstaterent, whéther due to error or fraud. Our audit included performing procedurestoassess

he risks of mate Sstatement of the financial statements, whether due to error or fraud, and performing

procedures that res id to those risks. Such procedures Included examining, on.a test basis, evidence
regarding the amounts and.disciostires in the financial statements, Our audit also included evaluating the
accounting principles used and significant estimatés 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. g
Supplemental Information
Schedules | has been stbjected to audit procedures performed i conjunction with the audit of Kansas City
Brokerage, Inc.’s finangial statements. The supplemental information is the responsibility of Kensas Cify

- Brokerage, Inc’s management. Our audit procedures included dstermining whether the supplemental
Inforrmation reconclles to the financlal statements or the un erlylng accounting and dther records, ‘as
applicable; and performing procedures to test the completeness and aceuracy of the information presented
in the:supplemental irformation. In forming our opinion on the stpplemisntal information, we &) uated
‘whether the ‘supplemental information, Including its form and content; Is presented in conformity with 17
C.F.R. §240.17a-6. lii:our

financlal statements as gle. é

‘opinion, Schedules T is fairly stated, In all material respscts, in relation to the
We have:served as Kansas Gily Broketage, irics adllor sinos 2016,

i e :
Olathe, Kansas
February 26,2019




Kansas City Brokerage, Inc.
Statement of Financial Condition
December 31, 2018

Assets

Cash and cash equivalents $ 43,003
Due From Parent / 24,000
Congultitig contract réceivables : 34,658

Total assets $ 101661
Liabilities

Setvices'due to customers $ 20,910
Third-party payer fonds ‘ 94
Due to Parent

« 12,055

Total liabilities 33,059

Stockholders’ Equity

‘Common stock; $.01 par value; 100,000 shates authorized;
1,000shates:issued and outstanding $ 10

Additional paid-in capital 277,724

Retained deficit _(209.132)

Total stockholders® equity

. 68.602

‘Total Liabilities and stockholders’ ‘equit‘y $ . 101,661

See Independent Auditor’s Report
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Kansas City Brokerage, Inc.
 Statement of Operations
Vear Ended December 31, 2018

Revenues

Broketage income, net of cleatitig brokes commissions $ .

Other incomie | 403
Total Revenue 403
Expenses

‘Other expenses 19.215

Total expenses ‘ _ 19215,

Net Income $ ass

See Independent Auditor’s Report:
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Kansas City Brokerage, Inc.
Statement of Retained Deficit
Year Ended December 31,2018

Balance (Deficit), January 1,2016 $ (190,320

- Net Tricome (18,812)

Balance (Deficit), December 31,2016 $  (209,132)

See¢ Independent Auditor’s Report
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Kansas City-"Bfokerage, Inc.

Statement of Cash Flows
Year Ended December 31,2018

Operatitig Activities

Net Income
Changes in
Consulting contract receivables
Tniterest Receivable:
Due to parent
Net cash provided by operating activities
Tnvesting Activities
Redeniption of Cettificate of Deposit—
Net cash used in investing activities
Inerease in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Ses Independent Aud'itor’s:chQrtj
5

$ | (18,812)

(11,001)
48
(17.945)

| 144362

144362

36,652
v 6,351




Kansas City Brokerage, Inc.
Notes to Financial Statements
‘December 31,2018

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 cotisultant, provides brokerage services on behalf of clients
of'its parent through a clearing: agent The Company does not hold funds or securities
for cHeits,

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

Employee benefit plan clients pulchase DeMarche consulting services from the
Compény and pay for'these services in cash or with by okerage commissions generated
from investment transactions directed thlough the Company’s clearing agent. The
‘Company purchases the consulting services pmwded to.its clients from its parent,.

The Company also offers a Third-Party Payer program wherein the Company collects
and accumulates bxokeragc commissions from trades: directed by the client thtoiigh
the: Company 'S clearmg 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 accournting principles
‘penerally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and [iabilities
and disclosure of contingent assets and liabilities at the date of the financial
statéments and the reported amounts of revenues and expenses during the 1eport1ng
period. Actual results could differ from those estimates,

Ciash Equivalents

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

SeeIndependent Auditor's Report
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Kansas City Brokerage, Inc,
Notes to Financial Statements
December 31,2018

Notel: Nature of Operationsand Summary of Significant Accounting Policies ~
Continued

Tricomie Taxes:

The Company and its parenit. comparny file sepatate income tax feturns. Deferied 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 defetred tax assets if it is more likely than not that a deferred tax
asset will not be realized.

Brokerage Income Recognition

Brokerage inconie and felated clearing brokers commissions are tecognized on a
trade date basis as secutities transactions oceur.

Accounts Receivable

Accounts receivable are stated at the amounts billed to-customets. The Companyf
provides an allowance:for -doubtful accounts, which is based upon a review of
outstanding 1ece1vables, historical collection information and existing econoinic
conditions. Delinquent receivables are written off based on individual credit
evaluation and specific-circumstances of the customer.

Note2:i Related Party Transactions
Facilities and:Services Agreement

The Company had a facilities and services agreement with its parentin which office:
space, persontiel, equipment, supplies, accounting and legal and other servicés 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 thexe is no longer a set service fee
being charged but the:parent charges the Company for ditect expenses incurted by the
patent on behalf of the Company.

See Independent Auditor’s Report.
, .




Kansas City Brokerage, Inc.
Notes to Financial Statements
December 31,2018

Note3: Income Taxes
No provision or benefit for income taxes is recorded in the accompanying statement

of opetations as the Company has a net loss for both financjal repotting and income
tax puiposes.

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

Deferred tax assets
Services due 1o customers $ 5,080
Net operating loss. carry forwards 113,591
Net deferted tax asset before valuation allowarice $ 118,671

‘Valuation allowance o
Beginning balance : $ 87,797

Increase during the period 30,874
Ending balance ' L 118.671
Net deferted tax asset $ -0

The ‘Company has unised: operating loss carry forwards of approx1mately $349,511
which will not expire under the 2018 tax act. Due tothe change in tax law the
éffective tax rate was changed from 20% in 2017 to 26%.in 2018 to reflect the
changes‘in ratés; The new operating loss is now limited to 80% for carty forward
‘purposes-and has been reduced accordingly.

The'Company follows the provisions of uncertain tax positions as. addressed inFASB
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 ultitiate deductibility is highly certain
‘but for which there is uncertamty 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 weie:
recognized during the periods presented. The Company had no accruals for interest
‘and penalties at December 31, 2018,

See Independent. Auditor’s Report
g
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Kansas City Brokerage, Inc.
Notes to Financial Statements
December 31, 2018
Noted: Net Capital Requirements
The Company is required to maintain minitum net capital as defined by Rule 15¢3+1
under the Securities Exchange Act of 1934. Rule 15¢3-1 requires minimurm tiet’
capital to be the gieater of $5,000 ot 6 2/3% of ‘aggregate indebtedness.
The Company’s ratio of aggregate indebtedness to net capital as defined in the
Secutities and Exchange Commission’s Uniform Net Capital Rule 15¢3+1 was 1.4447
to'1 as of December31, 2018, The Company is required by regulatory authoritiesto
maintain a ratio of Iéss than 15 to 1. The Company had net capital, as defined, of
$9,944 as of December 31, 2018, which exceeded the required net capitdl by $4,944
Note5:  Cash

As'of December 31, 2018, the Company’s deposits were fully insured by FDIC
insurance coverage.

Note 6:  Commitments, Contingencies, and Guarantees

At December 31, 2018, the Company had not enteted into any purchase or sales
commitments, nor wete thete any other commitments, contingencies or guararitees.

Note7: - Subsequent Events

‘Subsequent events were reviewed up until Februaty 26, 2018 which was the day the.
financial statements were available for issue.

See Independent Auditor’s Report
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Supplementary Schedule




| Kansas City Brokerage, Inc.
Computation of Net Capital under Rule 15¢3-1
December 31, 2018

Schedule I

Aggregate Indebtedness

Stockholders® Equity $ 68,602
Less Nonallowable Assets )
Consulting contract receivables | (23,658)
Less haitcuts on certificates of deposit account (24,000)
Excess Net capital: 9,944

Less net-capital requirements < greater of $5,000 or 1/15 of
Aggrepate indebtedness _, (5,000):

‘Net capital in excess of requirement- $ 4,944
Ratio of Aggregate Indebtedness to Net Capital 3.32to 1
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 Capiial. and the

basic net capital requirement computation included in these financial statements -
with those previeusly reported by the Compaiiy.

See Independent Auditor’s Report
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DAVID LUNDGREN & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS, CHARTERED
< 505 NoRTH MUR-LEN ROAD
OLATHE, KANSAS 66062 _
o ‘ TELEPHONE
DAVIO 8, LUNGGHEN, MBA, CPA . : (913)782:9630;
MAGGIE.CHANG; CPA FACSIMILE
i (913)7682:9564:

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors-and Shareholders
of Kanisas City Brokerage, Inc.
We have reviewed management's statements, included in the accompanying Exemption Report for year
ended December 31, 2018, in which (1) Kansas City Brokerage, Inc. Identified the following provision of
17 CF.R. §16¢3-3(k) under which Kansss' City Brokerage, Inc. claimed an_exemption from 1: R
240.15¢3-3: (k)(2)(i) (exemption provislons)and (2) Kansas Clty Brokerage, Inc. stated that Kansas City
e, Inc. m Identified ‘ekemption provisions throughout the most recent fiscal year without
Kansas City Brokerage, Inc.'s managemient is responsible for compliance with the exemption
s-and ifs statements,
was conducted In accordance with the standards of the Public: Company Accounting Ovarsight
) and, accordingly, Included Inquirles and other required procedures to obtain evidence:
City Brokerage, .Inc.'s compliance with the exemption provisions, A review is substantially
38 than an.gxamination, the objective of which is the expression.of an opinion on-management's:
statéments, Accordingly, we do not express such an opinion. ' '
Based on our review, we are niot aware of any material modifications that should be' made to managsment's
statements referred ta_above for them to.be fairly stated,.in all material respects, based on the provisions:
set forth in paragraph (k)(2)(ii) of Rule-16¢3-3 undér the Securities Exchange Act of 1934,

/L

Olathe, Kansa$
February 26, 2019




Kansas City
BROKERAGE, INC.

February:26, 2019

David Lundgren & Co.
505'N. Mur-Len Road
Olathie; Katisas 66062

Re: Exemption Report Pursuant to SEA Rule 17a-5(d)(1 YOB)2)
To'the best of our knowledge and belief:
1. Kansas City Brokerage; Inc. claims exeinptioti 15c~3(k)(2)(n) from 15¢-3;
2. Kansas City Brokerage, Inc. has met the identified exemption from January 1, 2018
through December 31, 2018, without exception, unless, if applicable agstated in

riumber 3 below,

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

Regards,

Timothy Medchesi
President:
Kansas City Brokerage, Inc.

fnaY
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