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Note 2 -

a) 

b) 

R. f. LAFFERTY & CO .. 11\C 
~OTF.S TO Fl~ANCIAL ST'\ll.ML~ls 

~OR THE YEAR ENDl:.D DECEMRER 31. 2015 

Nature of Business 
R r L:iltclly & Co .. Inc. ( fhc "Company"), .:l New 'r ork COl'f\Oration fonncd tor 
th..: purpose of conducting bu:iincss a~ a brokl!r-dc3lcr 111 sccuntll's, 1s rcg1ster~d 

with thl! Sccunhes and Exchange (ommi:.:.son The Comp:tn)' is 3 member of 
the Financial lndll'm·y Rcgulawry Authority CFl\IRA J 

lhc Company opcrntc~ Wldcr the prov1s1on:. of l'arugrnph (I..) (2) ( i1) of Ruk 
I 'ic \-1 ot the Securities and Exchange Comm1ss1on and. nccordmgly, 1s exempt 
from the r~muimng provisions of that rulo , l:::sscntu1lly, the 1cqu1romcn1s of 
Purngraph (k) (2) (ii) provide that thc Con1pu11y clears ull lransncolms on hohalf 
Of C\lSTutnCrS on ll fully dis~·loi.cd bctSIS with :.t clearing brnk~1/Jc11lcr, llllU 
promptly lra11snu1:0. all customer funds uml ~ccuritics 10 lhl! clcor111g 
hrokcr ucalcr. TI1c clearing hr11J..cr/tlc11lcr camcs nil of 1hc accounts or the 
i;ustome~ and maintains and pn.·'icn·n all rela1td btloh :ind record~ ac; are 
custurruirrly kepi by a clearing b111kcr/dc:1lc1 

Summary of Significant Accounting Policies 

Re1•e1111e R~c:og11ition 

Sccuri11ci. 1ran.-;actions (and the rccot.'T'ltlwn 1>f related income dnd expenses) arc 
recorded on a senlement dtlte bas1~ C.01nnms1on income and rd:llc~t cx~ns~s 
;1rc recorded on a scttleincnl dale basis There is no material difference between 
settlement date and trade datt: 

J11c1111te Taxes 
fhc Company has elected to be treated as an ''S'' Corporatwn under the 

prov1s1ons of the lmcnml Rcvt>nuc Cvctc and Ne\\ York Stale 1nx regulauons. 
Undc1 the prO\isions, the Company doc~ not pay federal 01 st:\IO corporate 
mcome taxes on its lilxablc income Instead, the stockholder is liable for 
rmhvl(IU•li income tax.cs on his rci;pccuvc ~han~ of the Comprrny':; tu.xt1blc 
income The Company continues to pay New York City gemiral rnrporntion 
taxes. 

c) Cash a11d Cas/i Equiva/~111~ 
The,; Company considers demand deposited money market funds to bl! cni.h 
cq111\'alent!l. Tho! Company ma101nm~ c.:a:.h m b•mk accounts \\ h1ch, a1 llml!s, 

m3y exceed fodcrally 111i.urcd limns or where no insuranc~ r!> prm idcd The 
Comp:m) hai; not expcnenc<!d any losses in such account~ um! tlocs out hclicvc 
it is cxposi:d 10 any i. tgm(kant credit ml... on C:\'\h and cai.h cqu1.,,alenl!> 
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"iote 2 -

d) 

R. F. LAfi'Ji£RTY & CO., INC. 
NOfES TO FINANCIAL STA1~MENTS 

FOR THE YEAR ENDED DECEMBER 31. 2015 

Summsiry of Significant Accounting Policies (continued) 

Pair Va/11e Mea<:uremems 

The: Compnny carries its mvesnnents at fair value. ASC 820. /'air Value 
Measuromc11/s und Disc:lullll'C, defines fair value a!> the price that would~ 
received to sell an asset or paid to transfer a hnb1hty {1.c, 1hc "exit pncc") in an 

orderly transaction between markc1 ptirticipnnts at rhc mc11surcme111 date. ASC 820 
establishes a fair value hiernrchy for mputs used in ml!asu11ng fair value that 
max111uzes 1hc use of observable tnpu1s and mininuzes the ltsc of unobservable 
inputs by n:qmnng that the most obscn'abh.: mp111:. be used when available 

The fair value hierarchy tS categorized mto three h:vcls bai.ed on the inputs ns 
follows: 

Levd I - Fair values derived from unadjusted quoted pnces of1dent1cal assets 
m active markcb 

Level :? - Fair values derived from quoted prii;c.s of :,imilar assets m active 
markets, quoted prices for 1den11cal or s1n11lar assets in mark\!ll> that 
are not ac1ivc and model driven valuations in which oil s1giulicant 
inputs arc observable m active markets. 

Level 3 - Fair .. ulues derived from mpuls which arc not observable an markers. 

The following table represents lhc Company's fair value hierarchy for those assets 
and liab1litie& me11sured tu fn1r value on a rccun-ing basis ns 01 December 31, 
2015: 

Equi11es 
Bonds 
Fqu 111es (sold short) 

Total 

Total 
\)i.l(1,•lt1~ 

I ·1·1.11)1 
1'10:.1 1•11 

8 

fnu Value Mcnsun:inl!nt~ Using 
\,.IUPl.:<I l'n,·<' "'!-'llllll .1111 

11 J\.'11\ ,. c )thl'I Significant 
\1:111..d• ti11 l lh,l'I'\ .1hk Unobservable 

11!.-1111,·.11 hlJ1UI \ 111puts 
,,, .. g 

cl .:\cl 11 il.:\d :!) II ,·h·l \ l 

S84690S $.(). S--0-
144,101 .Q. --0-

(42,164) ..o. ~). 



R. F. LAFFERTY & CO., INC. 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER Jl, 2015 

c) Fixed Assc~ 

/) 

g) 

Note 3-

Note 4 -

Fixed assets are carried at cost 11nd arc depreciated over a useful life of 5-7 
ytlars 

Use of Estimates 
Management uses estimates and assumptions in preparing financiaJ statements. 
Those estimates and asswnptions affect tho reported amounts of assets and 
liabilities, and the reported amounts of revenues and expenses. 

Subsequent Event.\' 
The Company luis evaluated e vents and transactions that occun·cd between 
January I. 2015 and February I. 2016, which is the date the financial 
statements were available lo be issued, for possible disclosure and recognition 
in the finnncial statements. 

Marketable Securities Owned. and Sold, Not Yet Purchased. 

Marketable securities consist of securities at quoted market values, as illustrated 
below: 

Equities 
Bonds 

Proflt Sharing Plan 

~ 
$846,905 

144.101 
$991.006 

-;nlcl, '-nt 'i ct l'11rd1a"\'\I 

\-C.1 1~ 
.I). 

..... c It~ 

The Company is a sponsor of a defined contribution profit sharing plan for its 
eligible employees. The Company makes annual contributions of I % of the 
salaries of all eligible employees. The employer1s contribution for any fiscal 
year shall not exceed the maximum allowable as a deduction to the employer 
under the provisions of the IRS Code Seciion 404, as amended, or rcploccd from 
time to rime. 

The Company's liability to the plan for the year ended December 31, 201 S was 
S21, 778. 
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Note S-

Note 6 -

R. F. LAFFERTY & CO., 11\C. 
NOTES TO Fll'-iANCIAL STATEMl-NTS 

FOR THE YEAR ENDED OECf.MBEK 31. 2015 

Commitments and Contingencies 

OOiu Space 

Thi! Company rents office space pursuant to a lease agreement citpirlng 
Junuary 31. 2019 

The aggregate minimum annual rent comm11mcn1 follows, cxclu1'ivc of 
csca la ti on charges: 

~ Amount 

2016 3.25.(169 
2017 333,1% 
201~ 341.525 
2019 14.245 

Financial Instruments with Off-Balance Sheet Credit Risk 

As a securities broker, the Company is engaged in buying and seUing 
securities for a diverse group of mstitut1onal and individual investors The 
Company introduces these transucuons for clearance: tu another 
broker-dealer on a fully disclosed basis 

The ( ompany'i; exposure lo credit risk ui;soc1111ccJ with non-perfonnllncc of 
customers in fulfilling their contractual obhgnhons purquant 10 sccuritieii 
lransnctions cnn be directly impnctcd by volntilc trading nuirkets which mny 

1mp:11r cui:tomc:rb' ability tu satisfy their obl1gt1tion:. (() 1h1:. Company und the 
Company's ability to liqwdatc the collateral nt an amount equnl to the originul 
contracted amount. The agreement between the Compuny and its clcnnng 
broker provides that the Company 1s obltgatcd to assume any exposure related 
to such non-performance by 1cs customers. The Company seeks to control the 
aforcmenlloned risks by reqtnring cus1ome1s 10 mamhun margin collateral m 
comphancc with various rcbrulatory requirements und the clenrmg broker's 
mtcmal guidelines. The Company monitors 11s customer activity by revic:'A ing 
mformntion it receives from its clenring 
broker on a dally basis, and requiring customcri> to dcposi1 nddilio:lal colhm:ral, 
or reduce pos1uons. when necessary . 
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Note 7 -

R. F. LAFFERTY & CO., Ji\'C. 
NOTES TO FINA NC'IA L STATEMENTS 

FOR THE:. YEAR l:NDt.D Or.<:1::.MBER 31, 2015 

~ct Cnpltal Requirement 

The Comp:iny is subjeet to 1hc Sccunhe:. nnd E>.changc Commi .. ~ion Uniform 
Net Capua! Rule (Ruic l5c3-1 ), wb11:h requires the m:untcnancc of minimum 
net capitol and reqwres that the ra110 or nggret,iate indcbtcdncs:o; m net capital. 
both ns defined, :.hull not exceed I SOOo!. .. At December 31. 2015. the Company 
had net capital of Sl ,001, 743 which was S350,J93 tn excess of its req111red net 
cup1tol of$651,350. The Company's net cup1tnl rntin w11s 77.97%. 

A copy of the Firm's Statement 01Tinaoc1al Conditiun as of December JI, 2015, pursuant 10 Sl;C Ruic 
I 7a-5. is avaifoble for c-cam.ination at the Finn's office and at the regional office of thl! SEC' 
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