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OATH OR AFFIRMATION

1, MICHELLE SALYER, PRESIDENT , swear (or affirm) that, to the best of

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

N.1.S. FINANCIAL SERVICES, INC. , as
of DECEMBER 31 ,2019 , are true and correct. | further swear (or 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, except as follows:

— T, M,
My Commission Expkes Si

March 27 202 ignature
Jackson County P IDENT
Commission #13464755 RESIDE

Title

Notary Public

-—]

his report ** contains (check alf applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

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

(g) Computation of Net Capital.

(h) 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.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢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.

(1) An Oath or Affirmation.

| | (m) A copy of the SIPC Supplemental Report.

1 (n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

NEIE

H-S ESKN

1<1 O

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm

Audit Committee, Board of Directors and Shareholder
N.LS. Financial Services, Inc.
Kansas City, Missouri

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of N.LS. Financial Services, Inc. (the
“Company”) as of December 31, 2019 and 2018, the related statements of income, changes in
stockholder’s equity and cash flows for the years then ended, and the related notes (collectively referred
to as the “financial statements™). In our opinion, the financial statements present fairly, in all material
respects, the financial position of the Company as of December 31, 2019 and 2018, and the results of its
operations and its cash flows for the years 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 the Company’s management. Our responsibility is to
express an opinion on the Company’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 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 audits 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 material misstatement, whether due to error or fraud. Our audits 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 supporting the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

QD PRAXITY

Empowering Businoss Globally



Audit Committee, Board of Directors and Shareholder
N.I.S. Financial Services, Inc.
Page 2

Report on Supplemental Information

The computation of net capital under Rule 15¢3-1 as of December 31, 2019 (“supplemental information”)
has been subjected to audit procedures performed in conjunction with the audit of the Company’s 2019
financial statements. The supplemental information is the responsibility of the Company’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 CFR
§240.17a-5. In our opinion, the supplemental information is fairly stated, in all material respects, in
relation to the financial statements as a whole. '

BEDLwp

We have served as the Company’s auditor since 2003.

Kansas City, Missouri
February 25, 2020



N.L.S. Financial Services, Inc.
Statements of Financial Condition
December 31, 2019 and 2018

Assets
2019 2018
Cash and cash equivalents $ 4,459,037 $ 1,778,506
Restricted cash 700,000 700,000
Total cash, cash equivalents and restricted cash 5,159,037 2,478,506
Receivables

Concessions 1,803,641 1,635,134

Accrued interest 5,020 2,542

Other 306 Co-

Affiliates 174,709 176,951
Deferred Federal Income Tax 5,377,375 -
Other Assets 76,521 35,204
Investments, at market - 8,198,482

Total assets $ 12,596,609 $12,526,819
Liabilities and Stockholder's Equity
Liabilities ‘
Accrued commissions $ 696,320 $ 578,867
Due to broker 174,709 176,951
Payable to parent for federal income tax 4,236 72,900
State income tax payable 172,347 34,916
Other 192,469 150,259
Total liabilities 1,240,081 1,013,893
Stockholder’s Equity
Common stock, $1 par value; 30,000 shares authorized,

20,000 shares issued and outstanding 20,000 20,000
Additional contributed capital 5,760,542 80,042
Retained earnings 5,575,986 11,412,884

Total stockholder’s equity 11,356,528 11,512,926
Total liabilities and stockholder’s equity $ 12,596,609 $12,526,819

See Notes to Financial Statements



N.L.S. Financial Services, Inc.

Statements of Income
Years Ended December 31, 2019 and 2018

2019 2018
Income
Concessions $8,883,139 $8,712,022
Interest 72,022 169,790
Net unrealized gains on investments 729 131
Other 8,385 566
Total income 8,964,275 8,882,509
Expenses
Commissions 3,366,668 3,134,914
Salaries and related benefits 727,543 761,672
Licenses and registration fees 164,888 86,421
Service fees 713,454 701,185
Other operating expenses 227,291 200,170
Total expenses 5,199,844 4,884,362
Income Before Taxes 3,764,431 3,998,147
Provision for Income Taxes 981,329 1,084,485
Net Income $2,783,102 $2,913,662

See Notes to Financial Statements
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N.I.S. Financial Services, Inc.
Statements of Changes in Stockholder’s Equity
Years Ended December 31, 2019 and 2018

Additional
Common Contributed Retained
Stock Capital Earnings Total

Balance, January 1, 2018 $ 20,000 $ 80,042 $ 11,199,222 $ 11,299,264

Net income - - 2,913,662 2,913,662

Cash dividends ($135 per share) - - (2,700,000) (2,700,000)
Balance, December 31, 2018 20,000 80,042 11,412,884 11,612,926

Additional Paid in Capital 5,680,500 5,680,500

Net income - - 2,783,102 2,783,102

Cash dividends ($431 per share) - - (8,620,000) (8,620,000)
Balance, December 31, 2019 $ 20,000 $ 5,760,542 $ 5,575,986 $ 11,356,528

See Notes to Financial Statements



N.L.S. Financial Services, Inc.
Statements of Cash Flows
Years Ended December 31, 2019 and 2018

Operating Activities
Net income
ltems not requiring (providing) cash
Net unrealized gains on investment
Accretion of bonds
Deferred Federal Income Tax
Changes in
Concession receivable
Accrued interest
Other receivables
Affiliate receivables
Other assets
Accrued commissions
Payable to parent for federal income tax
Due to broker
State income tax payable
Other liabilities

Net cash provided by operating activities

Investing Activities
Purchases of investments
Proceeds from maturities of investments

Net cash provided by investing activities

Financing Activities
Dividends paid

Net cash used in financing activities

Increase in Cash, Cash Equivalents and Restricted Cash

Cash, Cash Equivalents and Restricted Cash, Beginning
of Year

Cash, Cash Equivalents and Restricted Cash, End of
Year

Supplemental Cash Flows Information
Income taxes paid

Supplemental Noncash Disclosure
Additional paid in capital

See Notes to Financial Statements

2019 2018
$2,783,102 $2,913,662
(729) (131)
(789) (142,780)
303,125 -
(168,507) 62,880
(2,478) (2,542)
(306) -
2,242 (159,710)
(41,317) (5,807)
117,453 (26,885)
(68,664) (52,534)
(2,242) 159,710
137,431 2,448
42,210 13,848
3,100,531 2,762,159
- (8,056,956)
8,200,000 8,200,000
8,200,000 143,044
(8,620,000) (2,700,000)
(8,620,000) (2,700,000)
2,680,531 205,203
2,478,506 2,273,303
$5,159,037 $2,478,506
$ 611,177 $1,134,571
$5,680,500 $ -



N.I.S. Financial Services, Inc.
Notes to Financial Statements
December 31, 2019 and 2018

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

Nature of Operations

N.1.S. Financial Services, Inc. (the “Company”), a wholly owned subsidiary of National Western Life
Group, Inc. (‘NWLG"), is a broker-dealer registered with the Securities and Exchange Commission
(SEC). The Company is a member of The Financial Industry Regulatory Authority (FINRA). The
Company acts as an agent in regard to the sale of mutual funds to policyholders of Ozark National
Life Insurance Company (“Ozark”), a wholly owned subsidiary of National Western Life Insurance
Company (“NWLIC"). NWLIC is also a wholly owned subsidiary of NWLG. Prior to January 31,
2019 the Company was a wholly owned subsidiary of CNS Corporation.

Cash, Cash Equivalents and Restricted Cash

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

The Company has segregated funds in a special reserve bank account for the exclusive benefit of
customers under Rule 15¢3-3 of the Securities and Exchange Commission.

At December 31, 2019, the Company'’s cash accounts exceeded federal insured limits by
approximately $4,919,000.

Accounts Receivable

Accounts receivable are stated at the amounts billed to customers. The Company provides an
allowance for doubtful accounts, which is based upon a review of outstanding receivables, historical
collection information and existing economic conditions. Accounts receivable are ordinarily due 30
days after the transaction period (monthly and quarterly). Accounts past due more than 120 days
are considered delinquent. Delinquent receivables are written off based on individual credit
evaluation and specific circumstances of the customer. As of December 31, 2019, December 31,
2018, and January 1, 2018, accounts receivable from contracts with customers were 1,803,641,
1,635,134 and 1,698,014, respectively.

Revenue Recognition

The Company enters into arrangements to distribute shares of investment company products to
investors. The Company believes that its performance obligation is the sale of securities to
investors and as such this is fulfilled on the trade date. Any fixed amounts are recognized on the
trade date and variable amounts are recognized to the extent it is probable that a significant
revenue reversal will not occur once the uncertainty is resolved. For variable amounts, as the
uncertainty is dependent on the value of the shares at future points in time as well as the length of
time the investor remains in the fund, both of which are highly susceptible to factors outside the
Company’s influence, the Company does not believe that it can overcome this constraint until the
market value of the fund and the investor activities are known, which are usually monthly or
quarterly. Distribution fees recognized in the current period are primarily related to performance
obligations that have been satisfied in prior periods. During 2019 & 2018, the Company recognized
distribution commission revenue primarily related to current period activity of $1,465,229 &
$1,641,686, respectively and revenue under Rule 12b-1 service plans primarily related to
performance obligations satisfied in prior periods of $7,341,091 and $6,987,096, respectively.



N.L.S. Financial Services, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

Fair Value of Financial Instruments

The carrying amounts reported in the statements of financial condition for cash, cash equivalents and
restricted cash, receivables and all liabilities approximate those assets’ and liabilities’ fair value
because of their short-term nature.

Investments consist of U.S. Government securities and are valued at their quoted market value
with the resulting unrealized gain or loss included in operations.

Use of 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
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.

Unusual or Infrequent Events

On October 3, 2018 NWLIC, a wholly owned subsidiary of NWLG, entered into a Stock Purchase
Agreement (the “SPA”) to acquire the Company and its affiliate, Ozark National Life Insurance
Company, from CNS Corporation. Pursuant to the terms of the SPA NWLIC assigned its rights to
acquire the Company to NWLG. Closing of this transaction occurred on January 31, 2019. Under
the terms of the SPA NWLG paid CNS Corporation cash in an aggregate amount of approximately
$30.2 million in exchange for all of the outstanding common stock of the Company. Additionally,
under the terms of the SPA, on January 30, 2019 the Company issued a dividend to CNS
Corporation of approximately $8.6 million.

Pursuant to the terms of the SPA, the Company's intercompany tax allocation arrangement with
CNS Corporation and affiliates was terminated on January 31, 2019. Additionally, CNS
Corporation assigned its rights under the service agreement with the Company to Ozark National
Life Insurance Company.

The Company does not anticipate that this transaction will materially impact its operations or its
ability to maintain minimum net capital as defined by Rule 15c3-1 under the Securities and
Exchange act of 1934.

Subsequent Events

Subsequent events have been evaluated through February 25, 2020, which is the date the financial
statements were issued.



N.L.S. Financial Services, Inc.
Notes to Financial Statements
December 31, 2019 and 2018

Note 2: Recent Accounting Pronouncements

There have been no recent Accounting Standards Updates that the Company expects will have a
material impact on its financial statements and related disclosures.

Note 3: Income Taxes

Deferred tax assets and liabilities are recognized for the tax effects of differences between the
financial statement and tax bases of assets and liabilities. A valuation allowance is established to
reduce deferred tax assets if it is more likely than not that a deferred tax asset will not be realized.

The Company experienced a change in control as an acquiree on January 31, 2019 pursuant to a
Stock Purchase Agreement (SPA) dated October 3¢, 2018. An election under IRC Section
338(h)(10) was made which allows the Company to treat the stock purchase as an asset
acquisition for federal income tax purposes. The Company will recognize a taxable gain of
approximately $27.1 million as a result of this election. This taxable gain will be offset by allocated
utilization of charitable contribution and net operating loss carry-forwards. The allocated net tax
liability is estimated to be $2.7 million. Under the terms of the SPA this liability was assumed by
CNS Corporation. Additionally, the Company recorded goodwill of $27.1 million for federal income
tax purposes which will be amortized over 15 years. As a result, the Company recognized a
deferred tax asset of $5.7 million on January 31, 2019. Both the current and deferred tax impacts
of this transaction were included in equity in accordance with ASC 740-20-45-11(g). Additionally,
the assumption of the tax liability by CNS was recorded in equity. The net impact of this
transaction was an increase in the Company’s deferred tax asset and an increase in the
Company’s equity of $5.7 million.

As of January 31, 2019, the Company joins with NWLG in filing a consolidated federal income tax
return. In accordance with the tax sharing arrangement with NWLG, the Company recognizes
federal income tax expense and remits to NWLG the amount invoiced. The Company also
recognizes state income tax expense and remits the computed amount directly to the state or to
NWLG if the state atlows the filing of a consolidated return. During 2019, the Company made
federal and state income tax payments to NWLG of $336,250 and state income tax payments directly
to the states totaling $92,677.

Prior to January 31, 2019 the Company joined with CNS in filing a consolidated federal income tax
return. In accordance with an intercompany tax allocation arrangement with CNS, the Company
recognized federal income tax expense and remits to CNS an amount computed at the maximum
statutory rate. The Company also recognized state income tax expense and remits the computed
amount directly to the state or to CNS if the state allows the filing of a consolidated return. During
2019 and 2018, the Company made federal and some state income tax payments to CNS of
$182,250 and $1,082,483, respectively, and state income tax payments directly to the states totaling
$0 and $52,088, respectively.

The Company is no longer subject to federal and state tax examinations by tax authorities for years
before 2016. Additionally, pursuant to the terms of the SPA, CNS is responsible for all payments
that may arise resulting from examinations for the periods ending on or before January 31, 2019.



N.1.S. Financial Services, Inc.
Notes to Financial Statements
December 31, 2019 and 2018

Note 4: Related Party Transactions

Service Agreement

Prior to January 31, 2019 the Company had a service agreement with CNS in which office space,
equipment, and information technology services are provided to the Company. The agreement
requires the Company to pay for office space and equipment based on square footage and other
services based on the total Company accounts (mutual fund accounts). On January 31, 2019 CNS
assigned its rights under this agreement to Ozark. The Company incurred expenses totaling
$713,454 and $701,185 under this service agreement for the years ended December 31, 2019 and
2018, respectively. The amount paid to Ozark under this agreement was $654,451 for the year
ended December 31, 2019.

Note 5: Net Capital Requirements

The Company is required to maintain minimum net capital as defined by Rule 15¢3-1 under the
Securities Exchange Act of 1934. Rule 15¢3-1 requires minimum net capital to be the greater of
$5,000 or 62/3% of aggregate indebtedness.

The Company's ratio of aggregate indebtedness to net capital as defined in the Securities and
Exchange Commission’s Uniform Net Capital Rule 15¢3-1 was .31 to 1 as of December 31, 2019.
The Company is required by regulatory authorities to maintain a ratio of less than 15to 1. The
Company had net capital, as defined, of $4,046,462 as of December 31, 2019, which exceeded the
required net capital by $3,963,790.

Note 6: Cash Dividends

The Company declared and paid cash dividends to CNS in the amount of $8,620,000 and
$2,700,000 for the years ended December 31, 2019 and 2018, respectively. No dividends were
declared or paid to NWLG for the year ended December 31, 2019.

Note 7: Employee Benefit Plans

The Company participates in Ozark’s defined contribution plan, covering all eligible employees.
The contribution is solely based on the discretion of the Company. An eligible employee becomes
vested in the Company contribution under a six-year graded vesting schedule. The Company’s
portion of the Plan’s expense was $30,418 and $36,000 for years ended December 31, 2019 and
2018, respectively.

The President of the Company is eligible for restricted stock units (‘RSUs”) and stock appreciation
rights (“SARs”) under NWLG's Incentive Plan. RSUs and SARs provide solely for cash settlement
based upon the market price of NWLG'’s Class A common shares with the current fair value
method used to measure these compensation costs. RSUs vest at 100% three years from the
grant date and SARs vest 33.3% annually following one year of service from the grant date. As of
December 31, 2019, the liability balances for the RSUs and SARs awards were $239 and $636
respectively.



N.L.S. Financial Services, Inc.
Notes to Financial Statements
December 31, 2019 and 2018

Note 8: Significant Estimates and Concentrations .

Accounting principles generally accepted in the United States of America require disclosure of
certain significant estimates and current vulnerabilities due to certain concentrations. Those matters
include the following:

Concession Income and Concession Receivables

Substantially all of the Company’s distribution commission revenue, revenue recognized under Rule
12b-1 service plans, and receivables result from transactions with two broker-dealers. The Company
does not require collateral to support the receivables, but closely monitors its business with the
entities to ensure amounts are settled timely. The Company has concentration of credit risk with
respect to these receivables.

In 2019 & 2018 approximately 99% of revenue recognized under Rule 12b-1 service plans was
earned under Dealer Agreements with two broker dealers.

In 2019 & 2018 approximately 85% and 99%, respectively of distribution commission revenue was
earned under a Dealer Agreement with one broker dealer.

Note 9: Contingencies

General Litigation

The Company is subject to claims and lawsuits that arise primarily in the ordinary course of
business. It is the opinion of management that the disposition or ultimate resolution of such claims
and lawsuits will not have a material adverse effect on the financial position of the Company. No
amounts have been accrued in the financial statements for outstanding lawsuits; however, due to
the uncertainty involved in these matters, the ultimate outcome could differ materially.

Examinations

The SEC’s most recent examinations were completed on June 29, 2018 and October 29, 2019.

Note 10: Off-Balance Sheet Risk

In the normal course of business, the Company’s customer activities involve the execution, settlement
and financing of various customer securities transactions. These activities may expose the Company
to off-balance sheet risk in the event the customer is unable to fulffill its contracted obligations and the
Company has to purchase the financial instrument underlying the contract at a loss.

10



N.L.S. Financial Services, Inc.
Notes to Financial Statements
December 31, 2019 and 2018

Note 11: Disclosures About Fair Value of Assets and Liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Fair value
measurements must maximize the use of observable inputs and minimize the use of unobservable
inputs. There is a hierarchy of three levels of inputs that may be used to measure fair value:

Level1 Quoted prices in active markets for identical assets or liabilities

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar assets
or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data for substantially the
full term of the assets or liabilities

Level 3  Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities

Following is a description of the valuation methodologies and inputs used for assets measured at
fair value on a recurring basis and recognized in the accompanying statements of financial
condition, as well as the general classification of such assets pursuant to the valuation hierarchy.

Investment Securities

Where quoted market prices are available in an active market, securities are classified within
Level 1 of the valuation hierarchy. As of December 31, 2019 and 2018, the Company had no
Level 1 investments. If quoted market prices are not available, then fair values are estimated by
using pricing models, quoted prices of securities with similar characteristics or discounted cash
flows. Level 2 securities include U.S. Government securities. In certain cases where Level 1 or
Level 2 inputs are not available, securities are classified within Level 3 of the hierarchy, and as of
December 31, 2019 and 2018, the Company had no Level 3 investments.

The following table presents the fair value measurements of assets recognized in the
accompanying statements of financial condition measured at fair value on a recurring basis and the
level within the fair value hierarchy in which the fair value measurements fall at December 31, 2019

and 2018:
Fair Value Measurements Using
Quoted
Prices in
Active
Markets Significant
for Other Significant
Identical Observable Unobservable
Fair Value Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
December 31, 2019
None $ - $ - $ - $ -
December 31, 2018
U.S. Treasury Bill $ 8,198,482 $ - $ 8,198,482 $ -

11
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N.L.S. Financial Services, Inc.
Computation of Net Capital Under Rule 15¢3-1
December 31, 2019

Aggregate Indebtedness $ 1,240,081
Stockholder’s Equity $11,356,528
Less Nonallowable Assets
Receivables and other assets (7,230,696)
Haircuts on securities (79,370)
Net capital 4,046,462
Less net capital requirements - greater of $5,000 or 6 2/3% of
aggregate indebtedness (82,672)
Net capital in excess of requirement $ 3,963,790
Ratio of Aggregate Indebtedness to Net Capital .31to1

Note: There were no material differences between the computation of net capital and the basic net
capital requirement computation included in these financial statements with those previously
reported by the Company in the unaudited FOCUS Report Part II A

12



Life Insurance Underwritten by

OZARK NATIONAL LIFE*
(816) 842-6300

Mutual Funds Offered through
N.LS. FINANCIAL SERVICES, INC.
(816) 842-8685
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N.1.S. Financial Services, Inc. Exemption Report

N.LS. Financial Services, Inc. (the “Company”) is a registered broker-dealer subject to Rule 17a-
5 promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, “Reports to be
made by certain brokers and dealers”). This Exemption Report was prepared as required by 17
C.F.R. § 240.17a-5(d)(1) and (4). To the best of its knowledge and belief, the Company states the
following:

(1) The Company claimed an exemption from 17 C.F.R. § 240.15¢3-3 under the following
provisions of 17 C.F.R. § 240.15¢3-3 (k):

(1) The provisions of this section shall not be applicable to a broker or
dealer meeting all of the following conditions:

(i) The broker's or dealer's transactions as dealer (as principal for its
own account) are limited to the purchase, sale, and redemption of
redeemable securities of registered investment companies or of interests
or participations in an insurance company separate account, whether or
not registered as an investment company; except that a broker or dealer
transacting business as a sole proprietor may also effect occasional
transactions in other securities for its own account with or through
another registered broker or dealer;

(ii) The broker's or dealer's transactions as broker (agent) are limited to:

(a) The sale and redemption of redeemable securities of registered
investment companies or of interests or participations in an insurance
company separate account, whether or not registered as an investment
company;

(b) the solicitation of share accounts for savings and loan associations
insured by an instrumentality of the United States; and

() the sale of securities for the account of a customer to obtain funds for
immediate reinvestment in redeemable securities of registered
investment companies; and

(iii) The broker or dealer promptly transmits all funds and delivers all
securities received in connection with its activities as a broker or dealer,

500 East Ninth Street, Kansa# City, Missouri 64106-2627
* Wholly Owned Subsidiary of National Western Life Insurance Company' |t Wholly Owned Subsidiaries of National Westem Life Group, Inc.



and does not otherwise hold funds or securities for, or owe money or
securities to, customers.

(iv) Notwithstanding the foregoing, this section shall not apply to any
insurance company which is a registered broker-dealer, and which
otherwise meets all of the conditions in paragraphs (k)(1) (), (ii), and
(iii) of this section, solely by reason of its participation in transactions
that are a part of the business of insurance, including the purchasing,
selling, or holding of securities for or on behalf of such company’s
general and separate accounts.

(2) The Company met the identified exemption provisions in 17 C.F.R. § 240.15¢3-3(k)(1)
throughout the most recent fiscal year without exception.

N.1.S. Financial Services, Inc.

1, Michelle Salyer, affirm that, to my best knowledge and belief, this Exemption Report is true and
correct.

Title: President

January 15th, 2020
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Report of Independent Registered Public Accounting Firm

Audit Committee, Board of Directors and Shareholder
N.LS. Financial Services, Inc.
Kansas City, Missouri

We have reviewed management’s statements, included in the accompanying N.LS. Financial Services,
Inc. Exemption Report, in which (1) N.LS. Financial Services, Inc. (the “Company”) identified the
following provisions of 17 C.F.R. §15¢3-3(k) under which the Company claimed an exemption from

17 C.F.R. §240.15¢3-3: paragraph (k) (1) (the “exemption provisions”) and (2) the Company stated that
the Company met the identified exemption provisions throughout the most recent fiscal year without
exception. The Company’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 the Company’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 conditions set forth in paragraph (k) (1) of Rule 15¢3-3 under the Securities Exchange Act of 1934.

BKED Lwp

Kansas City, Missouri 4
February 25, 2020
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Independent Registered Public Accounting Firm’s
Agreed-Upon Procedures Report Related to an Entity’s Claim for
Exclusion from SIPC Membership

Audit Committee and Board of Directors
N.LS. Financial Services, Inc.
Kansas City, Missouri

We have performed the procedures included in Rule 17a-5(e)(4) under the Securities Exchange Act of
1934 and in the Securities Investor Protection Corporation (SIPC) Series 600 Rules, which are
enumerated below, and were agreed to by N LS. Financial Services, Inc. (the “Company”) and the SIPC,
solely to assist you and the SIPC in evaluating the Company’s compliance with the exclusion
requirements from membership in SIPC under section 78ccc(a)(2)(A) of the Securities Investor
Protection Act of 1970 for the year ended December 31, 2019, as noted on the accompanying
Certification of Exclusion From Membership (Form SIPC-3). Management of the Company is
responsible for its Form SIPC-3 and for its compliance with those requirements. This agreed-upon
procedures engagement was conducted in accordance with the standards of the Public Company
Accounting Oversight Board (United States) and in accordance with attestation standards established by
the American Institute of Certified Public Accountants. The sufficiency of these procedures is solely the
responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report
has been requested or for any other purpose.

The procedures we performed and our findings are as follows:

1. Compared the Total amount included in the accompanying Schedule of Form SIPC-3 Revenues
prepared by the Company for the year ended December 31, 2019, to the Total Revenues in the
Company’s audited financial statements included on the Annual Audited Report Form X-17A-5
Part I1I for the year ended December 31, 2019, noting no differences.

2. Compared the amount in each revenue classification reported in the Schedule of Form SIPC-3
Revenues prepared by the Company for the year ended December 31, 2019, to supporting
schedules and working papers, noting no differences.

3. Recalculated the arithmetical accuracy of the Total Revenues amount reflected in the Schedule of
Form SIPC-3 Revenues prepared by the Company for the year ended December 31, 2019, and in
the related schedules and working papers, noting no differences.

We were not engaged to, and did not, conduct an examination or a review, the objective of which would
be the expression of an opinion or conclusion, respectively, on the Company’s compliance with the
exclusion requirements from membership in SIPC for the year ended December 31, 2019. Accordingly,
we do not express such an opinion or conclusion. Had we performed additional procedures, other matters

might have come to our attention that would have been reported to you.
N ™
DPRAXITY

Empoworing Business Globally



Audit Committee and Board of Directors
N.LS. Financial Services, Inc.
Page 2

This report is intended solely for the information and use of the Company and the SIPC and is not
intended to be and should not be used by anyone other than these specified parties.

BEDLwp

Kansas City, Missouri
February 25, 2020



N.L.S. Financial Services, Inc.

Schedule of Form SIPC-3 Revenues for the year ended 12/31/2019

Amount($) | Business activities through which revenue was earned

$0 Business conducted outside the United States and its territories
and possessions

$8,883,139 | Distribution of shares of registered open end investment
companies or unit investment trusts

$0 Sales of variable annuities

$0 Insurance commissions and fees

$0 Investment advisory services to one of more registered
investment companies or insurance company separate accounts

$0 Transactions in securities futures products

$8,883,139

Total Revenues




