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OATH OR AFFIRMATION

I, Tom Belka, affirm that, to the best of my knowledge and belief, the statement of financial condition
pertaining to Incapital Distributors LLC (the “Company™), as of December 31, 2019, are true and
correct. | further 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.

Z% ¥/20
Swnature Dat

Title: Chief mancxal Officer

T

Notary Public 7 Date

OFFICIAL SEAL

PATRICIA E ALLEN
NOTARY PUBLIC - STATE OF ILLINOIS
MY COMMISSION EXPIRES:04/19/22

ANASAAAAN)

AN




INCAPITAL DISTRIBUTORS LLC

TABLE OF CONTENTS

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

®)
®)
™)
O
0
0
)
®)
0

0

0

)

O)

®)
O)
0
O

Report of Independent Registered Public Accounting Firm

Facing Page

Statement of Financial Condition

Statement of Operations

Statement of Cash Flows

Statement of Changes in Member’s Equity

Statement of Changes in Subordinated Liabilities or Claims of General Creditors (not applicable)
Notes to Financial Statements

Computation of Net Capital for Brokers and Dealers Pursuant to Rule 15¢3-1 under the
Securities Exchange Act of 1934

Computation for Determination of Reserve Requirements for Brokers and Dealers Pursuant to
Rule 15¢3-3 under the Securities Exchange Act of 1934

Information Relating to the Possession or Control Requirements for Brokers and Dealers Under
Rule 15¢3-3 under the Securities Exchange Act of 1934

A Reconciliation, including appropriate explanations, of the Computation of Net Capital Under
Ruile 15¢3-1 and the Computation for Determination of the Reserve Requiremerits of Rule 15¢3-3
(not applicable)

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to
methods of consolidation (not applicable) )

An Oath or Affirmation
A Copy of the SIPC Supplemental Report (filed separately)
Exemption Report Required by SEC Rule 17a-5(d)(1) and (4)

Report of Independent Registered Public Accounting Firm

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3)



pwc

Report of Independent Registered Public Accounting Firm

To the Board of Directors and Member of Incapital Distributors LLC:
Opinion on the Financial Statement — Statement of financial condition

We have audited the accompanying statement of financial condition of Incapital Distributors LLC (the
“Company”) as of December 31, 2019, including the related notes (collectively referred to as the “financial
statement”). In our opinion, the financial statement presents fairly, in all material respects, the financial
position of the Company as of December 31, 2019 in conformity with accounting principles generally
accepted in the United States of America.

Basis for Opinion

The financial statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on the Company's 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 of this financial statement 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 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 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
-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 financial statement.
We believe that our audit provides a reasonable basis for our opinion.

Vressictosaaeopres LLP
February 28, 2020

‘We have served as the Company's auditor since 2011.

PricewaterhouseCoopers LLP, One North Wacker, Chicago, IL 60606
T: (312) 298 2000, F: (312) 298 2001, www.pwc.com/us



INCAPITAL DISTRIBUTORS LLC

STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2019

ASSETS

ASSETS:
Cash $
Other assets

Total assets

LIABILITIES AND MEMBER’S EQUITY
LIABILITIES:

Payable to parent $
Payable to affiliate

Total liabilities

MEMBER’S EQUITY

Total liabilities and member's equity $

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

396,173
21,307

417,430

2,000
2,000

4,000

413,480

417,480



INCAPITAL DISTRIBUTORS LLC

NOTES TO FINANCIAL STATEMENTS ,
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2019

1. ORGANIZATION AND NATURE OF BUSINESS

Incapital Distributors LLC (the “Company™), a Delaware limited liability company, is a broker-dealer registered
with the Securities and Exchange Commission (“SEC”) and is a member of the Financial Industry Regulatory
Authority, Inc. (“FINRA”). The Company is a broker-dealer that has engaged primarily in the distribution of
annuities. The Company previously marketed annuities on behalf of its customers. The Company terminated all
customer contracts in 2018 and there are no new contracts as of December 31, 2019. This resulted in a loss of
the Company’s firture revenues and therefore raises substantial doubt regarding the Company’s ability to
continue as a going concern and meet its financial obligations as they become due and payable. The Parent will
provide financial support to the Company to meet its regulatory and operational obligations through to April 1,
2021.

The Company is a wholly owned subsidiary of Incapital Holdings LLC (the “Parent”).
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates == The preparation of the financial statements 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, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Adoption of New Accounting Standard — In February 2016, the Financial Accounting Standards Board
(“FASB”) issued Accounting Standards Update (“ASU”) 2016 02, Leases (Topic 842) (“ASU 2016 02”). ASU
2016 02 requires lessee recognition on the balance sheet of a right-of-use asset and a lease liability, initially
measured at the present value of the lease payments. It further requires recognition in the income statement of a
single lease cost, calculated so that the cost of the lease is allocated over the lease term on a generally straight-
line basis. It also requires classification of all cash payments within operating activities in the statement of cash
flows. The Company adopted ASU 2016-02 effective January 1, 2019, and it did not have a material impact on
the Company.

Income Taxes — The Company is treated as a disregarded entity for U.S. tax purposes. Therefore, no provision
for income taxes is included in the Company’s financial statements. ASC No. 740, Income Taves, requires the
Company to determine whether a tax position has a greater than fifty percent likelihood of being realized upon
settlement with the applicable taxing authority, which could result in the Company recording a tax liability that
would reduce net income. The Company does not have any significant uncertain tax positions as of December
31, 2019 and is not aware of any tax positions that will significantly change during the next twelve months. The
tax information for the year ending December 31, 2016 remains open to examination by federal authorities
under the statute of limitations. The years open to examination by state and other local government authorities
vary by jurisdiction, but the statute of limitations is-generally three to four years from the date the tax return is
filed.

Other assets and Jiabilities — The other assets line item consists of prepaid expenses. Prepaid expenses are a
categoty of assets that ate typically used up or expire within the normal operating cycle of an entity. The term
derives from the fact that they are paid in advance of their use or consumption. Other liabilities are accrued
when they are reasonably estimated.

Cash — Cash includes cash on hand. At December 31, 2019, the Company had cash accounts which exceeded
federally insured limits, and are therefore not subject to FDIC insurance.

3. MANAGEMENT FEES

The Company has entered into an intercompany agreement (the “Agreement™) with the Parent, whereby the
Parent provides the Company with administrative services and office facilities in exchange for a management
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INCAPITAL DISTRIBUTORS LLC

NOTES TO FINANCIAL STATEMENTS _
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2019

6.

fee determined in accordance with the terms of the Agreement. As of December 31, 2019, $2,000 was unpaid at
year-end and is included in payable to Parent on the Statement of Financial Condition.

The Company has entered into an intercompany agreement (the “Agreement”) with an affiliate, whereby the
affiliate is a wholly owned subsidiary of the Parent. The affiliate provides the Company with administrative
and management services in exchange for a management fee determined in accordance with the terms of the
Agreement. As of December 31, 2019, of which $2,000 was unpaid at year-end and is included in payable to
affiliate on the Statement of Financial Condition.

REGULATORY REQUIREMENTS

The Company, as a registered broker-dealer, is subject to the Uniform Net Capital Rule (“Rule 15¢3-1”) under
the Securities Exchange Act of 1934 and as of December 31, 2019 was required to maintain “minimum net
capital” equivalent to the greater of $100,000 or 6-2/3% of “aggregate indebtedness,” as these terms are
defined.

At December 31, 2019, the Company had net capital, as defined, of $392,173, which was $292,173 in excess of
its required net capital of $100,000. The Company’s ratio of aggregate indebtedness to net capital was 0.0102 to
1.

As an introducing broker-dealer, the Company does not take possession or control of cash or securities for
customers, and therefore, claims exemption from the possession or control and reserve requirements based on
Rule 15¢3-3(k)(2)(i) under the Securities Exchange Act of 1934.

EMPLOYEE COMPENSATION AND BENEFITS

In April 2009, the Parent adopted the Incapital Holdings LLC Equity Incentive Plan (“the Plan™). The Plan
provides the grant of equity-based awards in the form of restricted share units, options, or bonus shares of the
Parent (collectively, “the Awards™) to employees of the Company. The total number of shares authorized under
the Plan is 1,250,000. Thé Plan is administered by the Parent’s Compensation Commniittee (the “Committee”).
The Committee has the authority and discretion to determine the extent and terms (including vesting) of the
Awards granted, as well as those eligible to receive the Awards. The Plan is classified as an equity-based plan.

In January 2017, the Parent adopted the Incapital Holdings LLC Equity Tracking Incentive Plan (the “Tracking
Plan™). The Tracking Plan provides the grant of Equity Tracking Units (“the ETU Awards”) of the Parent to
employees of the Company. The Tracking Plan is administered by the Equity Tracking Incentive Plan Review
Committee (the “ETI Committee”) appointed by the board of the Parent but, with oversight from the Parent’s
Compensation Committee. The ETI Committee has the authority and discretion to determine the extent and
terms (including vesting) of the ETU Awards granted, as well as those eligible to receive the ETU Awards. The
Tracking Plan is classified as a liability-based plan.

COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company is involved in legal, regulatory and arbitration proceedings,
including class actions, primarily concerning matters arising in connection with the conduct of its broker dealer
activities. These include proceedings specific to the Company, as well as proceedings generally applicable to
business practices in the industries in which it operates. Uncertain economic conditions, heightened and
sustained volatility in the financial markets, and significant financial reform legislation may increase the
likelihood that clients and other persons or regulators may present or threaten legal claims or that regulators
increase the scope or frequency of examinations of the Company or the financial services industry generally.
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INCAPITAL DISTRIBUTORS LLC

NOTES TO FINANCIAL STATEMENTS |
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2019

7. SUBSEQUENT EVENTS

The Company has evaluated subsequent events through date of issuance of the financial statements. No
subsequent events have been identified.

* %k %k k k *



