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OATH OR AFFIRMATION
a

swear (or affirm) that, to the best of

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

- /-~?j f`Z/Vi /l✓61,1251. ~SEK as

of  t~ ~~~ j 6 20~~, are true and correct. I further swear (or affirm) that

neither the company n any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Efta.ra A. Krause, Morney
Notary Public: State of Ohio~?.~g \
Cormission dm. not expire. v Signature

Section 147.03 O.Fi.C.

r

f 
Title

Notary Public

Thi,~teport ** contains (check all applicable boxes):
11(a) Facing Page.

~ b) Statement of Financial Condition.
pf(c) Statement of Income (Loss).

(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.
E ~ fah) Computation for Determination of Reserve Requirements Pursuant to Rule 150-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 156-3.
A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 150-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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SKODA MINOTT! .&M.
. CE:R.T.1:FiED PUBLIC ACCOUATANTS

Delivering nn the Promise.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

TO THE BOARD OF DIRECTORS
L & M FINANCIAL SERVICES

We have audited the accompanying statement of financial condition of L & M Financial Services (the
Company) as of December 31, 2015, and the related statements of operations, changes in stockholders'
equity, and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of L & M Financial Services as of December 31, 2015, and the results of its operations and its cash
flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

The supplementary financial information has been subjected to audit procedures performed in conjunction
with the audit of the Company's financial statements. The supplementary information is the responsibility of
the Company's management. Our audit procedures included determining whether the supplementary
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 supplementary information. In forming our opinion on the supplementary information, we evaluated
whether the supplementary information, including its form and content, is presented in conformity with Rule
17a-5 under the Securities Exchange Act of 1934. In our opinion, the supplementary information is fairly
stated, in all material respects, in relation to the financial statements as a whole.

SKODA MINOTTI & CO.

Cleveland, Ohio
February 18, 2016
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L & M FINANCIAL SERVICES

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2015

ASSETS

Cash $ 1,204
Accounts receivable 9,200
Deposits 25,675

36,079

Furniture, fixtures and computer equipment 26,425
Less: Accumulated depreciation (26,425)

Marketable securities, at fair value 2,970

Total assets $ 39,049

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES
Accounts payable

$ 1,379
Accrued commissions 1,701
Accrued payroll taxes and other expenses 501

3,581
STOCKHOLDERS' EQUITY

Common stock - no par value
Authorized - 781 shares
Issued and outstanding - 757 shares 140,540

Accumulated deficit (105,072)
35,468

Total liabilities and stockholders' equity
$ 39,049

The accompanying notes are an integral part of these financial statements.
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L & M FINANCIAL SERVICES

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2015

REVENUES
Sales commissions:

Exchange listed securities $ 156,046
Options 11,518
Other securities 9,356
Mutual funds and investment companies 47,478
Other 15,339 $ 239,737

Unrealized loss on securities (5,467)
Interest and dividend income 792
Other 221

235,283

OPERATING EXPENSES
Bank service charges 112
Commissions 69,435
Depreciation 1,004
Dues and subscriptions 10,769
Insurance 5,698
Margin interest expense 369
Office expenses 17,077
Operating expenses 51,256
Professional fees 5,860
Rent 20,050
Salaries and wages 53,200
Taxes on payroll 4,747
Telephone 176

239.753

NET LOSS $ (4,470)

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

-4-



L & M FINANCIAL SERVICES

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

YEAR ENDED DECEMBER 31, 2015

Common Treasury Accumulated
Stock Stock Deficit Total

Balance at December 31, 2014 $ 141,000 $ (460) $ (100,602) $ 39,938

Treasury stock retired (460) 460 - -

Net loss - - (4,470) (4,470)

Balance at December 31, 2015 $ 140,540 $ - $ (105,072) $ 35,468

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

-5-



L & M FINANCIAL SERVICES

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2015

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss

$ (4,470)
Adjustment to reconcile net loss to net cash
provided by operating activities:
Add back: Item not affecting cash

Depreciation 1,004
Cash provided by (used in) changes in the following items:
Decrease in accounts receivable 9,475
Decrease in marketable securities 5,467
Decrease in accounts payable (4,460)
Decrease in accrued commissions (5,299)
Decrease in accrued payroll taxes and other expenses (353)
Net cash provided by operating activities 1,364

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of equipment (852)

NET INCREASE IN CASH 512

CASH - BEGINNING OF YEAR 692

CASH - END OF YEAR
$ 1,204

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

CASH PAID DURING THE YEAR FOR:

INTEREST

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

$ 369



L & M FINANCIAL SERVICES

NOTES TO THE FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Lauren & Merlin Inc. dba L & M Financial Services (the Company) was incorporated in 1986 in the state
of Ohio and is a broker-dealer registered with the Securities and Exchange Commission (SEC), a
member of the Financial Industry Regulatory Authority (FINRA) and engaged in managed accounts with
a concentration in Northeast Ohio. The Company operates as an introducing broker; all trades are
cleared and settled through RBC Correspondent Services, a Division of RBC Capital Markets, which is
a member of the New York Stock Exchange and the Securities Investor Protection Corporation.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
(GAAP) requires management to make estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Actual results could differ from those estimates.

Accounts Receivable

Accounts receivable represent commissions due from clearing brokers and agents at the end of the
month. These amounts are generally paid by the fifth business day of the following month.

Deposits

The Company maintains a $25,000 security deposit at RBC Correspondent Services and a $675 security
deposit for its rented office space.

Furniture. Fixtures and Computer Equipment

Furniture, fixtures and computer equipment are stated at cost. Depreciation is computed under the
straight-line method over the estimated useful lives of the assets, which is five years.

Marketable Securities

Marketable securities consist of listed securities that are considered to be available-for-sale and are
reported at fair value. In accordance with industry accounting practices, any unrealized gain or loss on
marketable equity securities is recognized currently in earnings. The cost of the investments is
approximately $9,200.

Accounts Payable

Accounts payable represents the amount of margin balance (at 7.75% at December 31, 2015) due to
RBC Correspondent Services.

-7-



L & M FINANCIAL SERVICES

NOTES TO THE FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Accrued Commissions

Commissions represent amounts due to the Company's registered representatives at the end of the
month. These amounts are generally paid by the seventh business day of the following month.

Accrued Payroll Taxes and Other Expenses

Accrued payroll taxes and other expenses represent mostly city and state income taxes withheld from
employees' pay at the end of the month. These amounts are paid to the tax authorities by the
applicable due date.

Revenue Recognition

Commissions are recognized as income when earned, rather than when received.

Income Taxes

The Company, with the consent of its shareholders, has elected under the Internal Revenue Code to be
taxed as an S Corporation. In lieu of corporation Federal income and state taxes, the shareholders of
an S Corporation are taxed on their proportionate share of the Company's taxable income. Therefore,
no provision or liability for Federal income or state taxes has been included in these financial
statements.

Subsequent Events

The Company evaluated subsequent events through February 18, 2016, the date these financial
statements were available to be issued. There were no material subsequent events that required
recognition or additional disclosure in these financial statements.

2. NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15c3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital equivalent to the greater of $5,000 or 1/1 5th of
aggregate indebtedness. At December 31, 2015, the Company exceeded all net capital requirements.



L & M FINANCIAL SERVICES

NOTES TO THE FINANCIAL STATEMENTS

3. FAIR VALUE OF INVESTMENTS

GAAP establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value into the following three broad categories:

- Level 1 — Quoted unadjusted prices for identical instruments in active markets to which the
Company has access at the date of measurement.

- Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or
similar instruments in markets that are not active; and model-derived valuations in which all
significant inputs and significant value drivers are observable in active markets. Level 2 inputs
are those in markets for which there are few transactions, the prices are not current, little public
information exists, or in instances where prices vary substantially over time or among brokered
market makers.

- Level 3 — Model derived valuations in which one or more significant inputs of significant value
drivers are unobservable. Unobservable inputs are those inputs that reflect the Company's
own assumptions that market participants would use to price the assets or liabilities based on
the best available information.

All of the Company's investments are Level 1.



L & M FINANCIAL SERVICES

SUPPLEMENTARY FINANCIAL INFORMATION

DECEMBER 31, 2015

COMPUTATION OF RESERVE REQUIREMENT UNDER RULE 15c3-3
Not applicable due to the exemption under Section (k)(2)(ii) of Rule 15c3-3.

RECONCILIATION BETWEEN NET CAPITAL COMPUTATION AND RESERVE
REQUIREMENT COMPUTATION

There are no material differences between the computation of net capital under
Rule 15c3-1 as prepared by the Company and filed with their most recent Part IIA
unaudited report and schedule included with these statements.

The Company did not file the computation for determination of the reserve
requirements under Exhibit A of Rule 15c3-3 due to the exemption under
Section (k)(2)(ii) of Rule 15c3-3.

See the Report of Independent Registered Public Accounting Firm.
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L & M FINANCIAL SERVICES

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15C3-1

DECEMBER 31, 2015
FORM
X-17A-5
LINE

COMPUTATION OF NET CAPITAL:
1 Total stockholders' equity from statement of

financial condition

2 Less: Stockholders' equity not allowable for net capital

3 Total stockholders' equity qualified for net capital

6D Total other deductions

8 Net capital before haircuts on security positions

9 Haircuts on securities pursuant to 15c3-1

10 Net capital

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:
11 Minimum net capital required

12 Minimum dollar requirement

13 Net capital requirement

14 Excess net capital
Net capital
Less: Net capital requirement

Total

15 Net capital less the greater of 10% of line 19 or 120% of line 12

AGGREGATE INDEBTEDNESS:
16 and 19 Aggregate indebtedness liabilities

20 Percent of aggregate indebtedness to net capital

21 Percent of debt to debt-equity computed in accordance
with Rule 15c3-1

See the Report of Independent Registered Public Accounting Firm.
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$ 35,468

35,468

(979)

34,489

(444)

$ 34,045

$ 167

$ 5,000

$ 5,000

$ 34,045
(5,000)

$ 29,045

$ 28,045

$ 2,505

7.36%

0%



L & M FINANCIAL SERVICES

RECONCILIATION PURSUANT TO RULE 17a-5(d)(4)

DECEMBER 31, 2015

COMPUTATION OF NET CAPITAL:
Total stockholders' equity from statement of

financial condition

Less: Stockholders' equity not allowable for net capital

Increase
Audited Unaudited (Decrease)

$ 35,468 $ 35,468 $ -

Total stockholders' equity qualified for net capital 35,468 35,468 -

Total other deductions (979) (979) -

Net capital before haircuts on security positions 34,489 34,489 -

Haircuts on securities pursuant to 15c3-1 (444) (444) -

Net capital
$ 34,045 $ 34,045 $ -

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:
Minimum net capital required $ 167 $ 167 $ -

Minimum dollar requirement
$ 5,000 $ 5,000 $ -

Net capital requirement $ 5,000 $ 5,000 $ -

Excess net capital
Net capital
Less: Net capital requirement

Total

Excess net capital less certain adjustments

AGGREGATE INDEBTEDNESS:
Aggregate indebtedness liabilities

Percent of aggregate indebtedness to net capital

$ 34,045 $ 34,045 $ -
(5,000) (5,000) -

$ 29,045 $ 29,045 $ -

$ 28,045 $ 28,045 $ -

$ 2,505 $ 2,505 $ -

7.36% 7.36% 0.001

Percent of debt to debt-equity computed in accordance
with Rule 15c3-1 0% 0% 0%

See the Report of Independent Registered Public Accounting Firm.
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L & M FINANCIAL SERVICES

ASSERTIONS OF BROKER-REALER CLAIMING EXEMPTION
FROM SEC RULE 15C3-3

YEAR ENDED DECEMBER 31, 2015

The undersigned as a member of management of L & M Financial Services (the "Company") is
responsible for compliance with the annual reporting requirements under Rule 17a-5 of the Securities
Exchange Act of 19,24. Those requirements compel a broker or dealer to file annual reports with the
Securities & Exchange Commission and to the broker or dealer's designated examining authority.
Pursuant to that requirement, the management of the Company hereby makes the following assertions:

Identified Exemption Provision:

The Company claim: exemption from the custody and reserve provisions of 17 C.F.R. § 15c3-3(k)
by operating under the exemption provided by 17 C.F.R. § 240.15c3-3: paragraph (k)(2)(H) (the
"exemption provisions").

Statement Regardinci Meeting the Exemption Provision:

L & M Financial Services has met the identified exemption provision throughout the most recent
fiscal year ended December 31, 2015 without exception.

L & M Financial Services

By:

Date: February 18, 2016

-13-
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
REQUIRED BY SEC RULE 17a-5 FOR A BROKER-DEALER CLAIMING AN

EXEMPTION FROM SEC RULE 15c3-3

TO THE BOARD OF DIRECTORS
L&M FINANCIAL SERVICES

We have reviewed management's statements, included in the accompanying Assertions of Broker-Dealer
Claiming Exemption from SEC Rule 15c3-3, in which L&M Financial Services identified the following
provisions of 17 C.F.R. § 15c3-3(k) under which the Company claimed an exemption from 17 C.F.R. §
240.15c3-3: paragraph (k)(2)(ii) (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 provisions set forth in paragraph (k)(2)(ii) of Rule 15c3-3 under the Securities Exchange Act of 1934.

SKODA MINOTTI & CO.

Cleveland, Ohio
February 18, 2016
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V ; CE:i;71EtED P.uBLiC. ACCOUNTANTS
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REPORT OF INDEPENDENT REGISTERED ACCOUNTANTS ON
APPLYING AGREED-UPON PROCEDURES

TO THE BOARD OF DIRECTORS
L & M FINANCIAL SERVICES

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed
the procedures enumerated below with respect to the accompanying General Assessment
Reconciliation (Form SIPC-7) to the Securities Investor Protection Corporation (SIPC) for the year
ended December 31, 2015, which were agreed to by L & M Financial Services (L&M) and the
Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc. and SIPC, solely
to assist you and the other specified parties in evaluating L&M's compliance with the applicable
instructions of the General Assessment Reconciliation (Form SIPC-7). L&M's management is
responsible for L&M's compliance with those requirements. The agreed-upon procedures
engagement was conducted 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 listed assessment payments in Form SIPC-7 with respective cash
disbursement record entries, noting no differences;

2. Compared the amounts reported on the audited Form X-1 7A-5 (FOCUS Report) for the year
ended December 31, 2015, as applicable, with the amounts reported in Form SIPC-7 for the
year ended December 31, 2015, noting no differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working
papers, noting no differences; and

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers supporting the adjustments, noting no differences.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have
been reported to you.

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

SKODA MINOTTI & CO.

J

Cleveland, Ohio
February 18, 2016
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' SECURITIES INVESTOR PROTECTION CORPORATION

SIPC-7 P.O. Box 92185 Washington ; D.C. 20090-2185 SIPC-7
202-371-8300

(33-REV 7/10) General Assessment Reconciliation (33-REV 7/10)

For the fiscal year ended
(Read carefully the instructions in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member. address. Designated Examining Authority: 1934 Act registration no, and month in which fiscal year ends for olw.-

purposes of the audit requirement of SEC Rule 17a-5: l~
O

Note: If any of the information shown on the C-3
mailing label requires correction ; please e-mail 

Oany corrections to form@sipc.org and so 
Zindicate on the form filed.
tie

Name and telephone number of person to
contact respecting this form. O

2. A. General Assessment (item 2e from page 2) $

B. Less payment made with SIPC-6 filed (exclude interest)

- V* -/S'
Date Paid

C. Less prior overpayment applied ( )

D. Assessment balance due or (overpayment)

E. Interest computed on late payment (see instruction E) for ------ days at 20% per annum _

F. Total assessment balance and interest due (or overpayment carried forward) $ 
'y S

G. PAID WITH THIS FORM:
Check enclosed, payable to SIPC
Total (must be same as F above) $~

H. Overpayment carried forward $( )

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):

The SIPC member submitting 'this form and the
person by whom it is executed represent thereby
that all information contained herein is true, correct
and complete. (Name of Corporation. Partnership or other orgaarzn0r;

(Authorized Signature)

Dated the _'Lday of 202g:~P.
(Title)

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

w Dates:

im: Postmarked Received Reviewed
Uu

W 
Calculations Documentation Forward Copy

Exceptions:
a.
cry Disposition of exceptions:

1



DETERMINATION OF "SIPC NET OPERATING REVENUES"
AND GENERAL ASSESSMENT

Amounts for the fiscal period
beginning 
and ending '

Eliminate cents
Item No.
2a. Total revenue (FOCUS Line 12/Part IIA Line 9, Code 4030) $

2b. Additions:
(1) Total revenues Item the securities business of subsidiaries (except foreign subsidiaries) and

predecessors not included above.

(2) Net loss from principal transactions in securities in trading accounts.

(3) Net loss from principal transactions in commodities in trading accounts.

(4) Interest and dividend expense deducted in determining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securities.

(6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net
profit from management of or participation in underwriting or distribution of securities.

(7) Net loss from securities in investment accounts. —6 G 7

Total additions /677

2c. Deductions:
(1) Revenues from the distribution of shares of a registered open end investment company or unit

investment trust. from the sale of variable annuities, from the business of insurance, from investment
advisory services rendered to registered investment companies or insurance company separate i'J -7 7
accounts, and from transactions in security futures products.

(2) Revenues from commodity transactions.

(3) Commissions. floor brokerage and clearance paid to other SIPC members in connection with
securities transactions.

(4) Reimbursements for postage in connection with proxy solicitation.

(5) Net gain from securities in investment accounts.

(6) 100% of commissions and markups earned from transactions in (i) certificates of deposit and
(iii Treasury bills, bankers acceptances or commercial paper that mature nine months or less
from issuance date.

(7) Direct expenses of printing advertising and legal fees incurred in connection with other revenue
related to the securities business (revenue defined by Section 16(9)(L) of the Act).

(8) Other revenue not related either directly or indirectly to the securities business.
(See Instruction C):

(Deductions in excess of $100,000 require documentation)

(9) (i) Total interest and dividend expense (FOCUS Line 22 PART IIA Line 13,
Code 4075 plus line 2b(4) above) but not in excess
of total interest and dividend income. S

(it) 40% of margin interest earned on customers securities
accounts (40% of FOCUS line 5, Code 3960)

Enter the greater of line (i) or (ii)

Total deductions

2d. SIPC Net Operating Revenues

2e. General Assessment @ .0025

S

0/6
-7/

$ G lE _ 7~
jto ps„- ..

2


