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OATH OR AFFIRMATION 
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CITRIN COOPERMAN' 
Accountants and Ad ~ i so rs 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Member 
Joseph Gunnar & Co., L.L.c. 

Opinion on the Financial Statement 

We have audited the accompanying sta tement of financial condition of Joseph Gunnar & Co., L.L.c. as 
of December 31, 2017, and the related notes (collectively referred to as the financial statcmcm). In our 
opinion, tbe statement of financial condition presen ts fairly, in all material respects, the financial 
position of Joseph Gunnar & Co., L.L.c. as of December 31, 2017, in conformity with accounting 
principles generally accepted in the United States of America. 

Basis for Opinion 

This financial statement is the responsibility of Joseph Gunnar & Co., L.L.c.'s management. OUf 

responsibility is to express an opinion on Joseph Gunnar & Co., L.L.c.'s financial statement based on 
ou r audit. We are a public accounting firm registered with the Public Company Accounting Uversight 
Board (United States) (IPCAO I3") and are required to be independent with respect to Joseph Gunnar 
& Co., L.L.c. in accordance with the U.S. federa l securities laws and the applicable rules and 
regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audit in accordance wi th the standards of the PCAO B. Those standards require that 
we pla.n and perform the audit to obtain reasonable assurance about whether the financial statement is 
free of material misstatement, whether due to error of 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 p rocedu res 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. 

We have served as Joseph Gunnar & Co., L.L.C.'s auditor since 2009. 
New Yo rk, New York 
Ma rch 1,2018 

CITRIN COOPERMAN & COMPANY, LLP 

529 FIFTH AVENUE NEW YORK, NY 10017 I TEL 2 12.697.1000 I FAX 212.697.1004 

AN IN~EPENOENT fill .. ASS~CI ATEO WITN .. OORE STEPHENS 

CITR INCOOPERMAN.COM 



JOSEPH GUNNAR & CO., L.L.c. 

STATEME'<T OF FII\A)\C1AL CO:lDITION 

December 31, 2017 

Assets 

Cash and cash equivalents 
Receivables: 

Due from clearing broker 
Due from registered representatives 

Clearing depos' 
Prepaid expenses and other assets 

Property and equiprrent, net 

Security deposits 

Total assets 

Liabilities and Member's Equity 

Liabilities: 
Commissions payable 
ACcOlmts payable and accrued expet1')es 
Dererred revenue 
Dererred rent payable 
Subordinated ban 
[nterest payable 

Total liabilities 

Comnitments and contingencies (N ote 6) 

MenDer's equity 

Total liabiliries and O'l:rrVer's equity 

The accompanying notes are Gil inlegral part of this [mGncia! statement. 

2 

$ 341,528 

4,304,865 
89 1,953 

600,000 
387,019 
11 4,491 
20,350 

$ 6,660,206 

$ 2,470,280 
1,252,301 

460,975 
23 1,535 

5,562 

4,420,653 

2,239,553 

$ 6,660,206 



JOSEPH GUNNAR & CO., l.l.c. 

I'\OTES TO STA TE\ID;T OF Fl:-iA:-iC1AL CO:'lDlT10:'l 

December 31,2017 

1. Organization 

Joseph Gunnar & Co., L.L.c. (the "Company") is a broker-dealer registered with the Securiti es and 
Exchange Commission ("SEC") and the Financial Industry Regulatory Authority, Inc. ("FINRA"). As 
of October 22, 20 12, the Company became a registered investment adviser with the SEC. The Company 
is wholly-owned by Joseph Gunnar Holding Co. , LLC (" JGW). 

The Company executes principal and agency transactions in listed and over-the-counter securities and 
engages in investment banking activity. All customer transactions are cleared on a full y disclosed basis 
through an independent clearing finn. The Company clai ms exemption from the requirements of SEC 
Rule 15c3-3 under Section (k)(2)(ii ) of the rule, and consequently does not carry securiti es accounts for 
customers nor does it perform custodial function s rel ated to thei r securities. 

Since the Company is a limited liability company, the member is not liable for the debts, obligations, or 
liabilities of the Company, whether arising in contract, tort or otherwise , unless the member has signed 
a speci fic guarantee. 

2. Summary of Significant Accounting Policies 

Basis o f Presentation 

The accompanying financia l statement has been prepared in accordance with accounting principles 
generally accepted in the United States of Ameri ca ("GAAP"). 

Use of Estimates 

The preparation of a financial statement in conformi ty with GAAP requires management to ma ke 
estimates and assumptions that affect the reported amounts of assets and li abilities at the date of the 
financial statement. Although these estimates are based on management 's knowledge of current 
events and actions it may undertake in the future , they may ultimately differ from actual results. 

Concentration of Credit Ri sk 

Financial instruments that potentially subject the Company to significant concentrations of credit risk 
consist principally o f cash and cash equiva lents. The Company places its cash with major financ ial 
institutions, which at times may be in excess of the Federal Deposit Insurance Corporation ("FDIC") 
limits of $250,000 per depositor per insured bank. At December 3 1, 2017, deposits in excess of the 
insured limit were approximately $ 195,000. 

3 



JOSEPH GUNNAR & CO., l.l.c. 

I'\OTES TO STA TE\ID;T OF Fl:-iA:-iC1AL CO:'lDlT10:'l 

December 31,2017 

Income Recognition / Business Activities 

The Company records securities transactions, including gains from securities trading and commission 
revenue and expense, on a trade-date basis. Investment banking revenues include advisory fees and 
underwriting revenues as well as cash and non-cash (warrants) earned on securiti es offerings in which 
the Company acts as an underwriter or agent. Revenue earned from private placements is based on 
the percentage of money raised and is recognized according to contractual arrangements. The 
Company also earns procurement fees on certain private placements. Investment banking serv ice 
revenue is earned, typically when funds are rai sed, and in accordance with contractual arrangements 
with each of the Company's customers. Underwriting revenues are presented net of related expenses. 
Revenue and related expenses from deal-related retainers are deferred until the related costs have been 
incurred or the assignment is otherwise concluded, at which point revenue and related expenses are 
recognizable and realized. For managed accounts, the Company earns revenue based on a percentage 
of assets under management. Clients are charged on a quarterly basis and the income is recognized 
ratably over the period. 

Property and Equipment 

Depreciation of equipment is provided on a straight-line basis over the estimated useful lives of the 
respective assets. Leasehold improvements are amortized on a straight-l ine basis over the term of the 
lease. 

Deferred Rent 

Deferred rent represents the excess ofrent expense on a straight-line bas is over the annual rent payable. 

Adverti sing Costs 

Adverti sing costs are charged to operations as incurred. 

Income Taxes 

The Company's parent, JGH, has elected to be treated as a partnership for federal , state, and local tax 
purposes and is responsible for New York City Unincorporated Business Taxes. 

Financial Accounting Standards Board Accounting Standards Codification (.oF ASS ASC") 740-10, 
Income Taxes, clarifies the accounting for uncertainty in income taxes recognized in a company's 
financial statement, by prescribing a minimum recognition threshold in which the company may 
recognize the tax benefit from an uncertain tax position only if it is more likely than not that the tax 
position will be sustained on examination by taxing authorities, based on the techn ical merits of the 
position, before being recognized in the financial statement. As of December 31, 20 17, the Company 
has no uncertain tax positions that qualify for either recognition or di sclosure in the financial statement. 

4 



JOSEPH GUNNAR & CO., l.l.c. 

I'\OTES TO STA TE\ID;T OF Fl:-iA:-iC1AL CO:'lDlT10:'l 

December 31,2017 

3. Due From Clearing Broker 

The Company has a clearing agreement with a brokerage firm to carry its accounts. The clearing 
broker has cuslody of the Company' s securities and cash balances. These securiti es and/ or cash 
positions serve as collateral for any amounts due to the clearing broker and as collateral for potential 
defaults of the Company' s customers which are carried on the books and records of the clearing broker. 
The Company is also subject to credit ri sk if the clearing broker is unable to repay balances due or 
deliver securities in its custody. 

The clearing agreement requires the Company to maintain a $250,000 deposit with the clearing broker, 
as reflected on the accompanying statement of financial condition. 

4. Due From Registered Representatives 

Due from registered representatives represents amounts advanced to registered representatives as 
incentives. The unsecured loans are non interest-bearing and have no specific repayment terms. The 
loans are amortized over the lives of the loans and included as compensation to the respective 
registered representatives. The loans are complete ly forgiven once the registered representatives have 
met their length of service obligations. Ifa registered representative fails to meet the requirement and 
is terminated, the balance will be evaluated by management to determine collectability. The balance 
of the loans receivable at December 3 1, 20 17, was $891 ,953 , which was partially secured by a cash 
reimbursement in the amount of $ 153, 124 provided by a member of JGH , which is included in the 
liabi lit ies of the Company. The Company has not taken a reserve for possible write-downs of the 
unsecured balance (see Note 8). 

5. Property and Eq uipment 

Property and equipment consists of the following: 

Equipment, finniture and fixtures 
Leasehokl improverrents 

Less accwnulated depreciation and arrortization 

Property and eqillprrent, net 

5 

$ 1,563,702 
787,966 

2,35 1,668 
(2,237,177) 

$ 114,491 



JOSEPH GUNNAR & CO., l.l.c. 

I'\OTES TO STA TE\ID;T OF FI:-iA:-iCIAL CO:'lDITIO:'l 

December 31,2017 

6. Commitments and Contingencies 

Operating Leases 

The Company leases its offi ce space under an operating lease that was due to expire in September 
20 10. In 2010, the Company signed an amendment to the lease extending its term unti l January 2021. 
Per the amended agreement, the Company incurs rent escalations on a yearly basis. The agreement 
also stipulates that the Company is allowed a base-month credit to fi xed rent over the lease term, which 
it used in 2010 through 2013. The Company accounts for rent on a stra ight-line basis. As a result, the 
Company amortized approximately $49,000 of its deferred rent balance for the year ended 
December 3 1, 2017. Deferred rent payable as of December 31, 2017, is $23 1,535. Pursuant to the 
office lease, the Company is responsible for its annual share of real property taxes and other operating 
expenses. The Company's CEO/ managing member of JGH has issued a limited personal guarantee 
of certain office lease obligations. 

The Company has entered into several equipment leases with expiration dates through January 2021 . 

Following is a sununary of future minimum lease payments for the office and equi pment leases: 

Year Ending 
December 3 1, 

2018 $ 530,955 
2019 543,922 

2020 557,2 13 

202 1 47,28 1 

$ 1,679,37 1 

In October 2017, the Company entered into an agreement with JP Derivatives LLC ("J PO") and the 
Company's clearing firm, for JPD to introduce its securities business to the Company's clearing firm 
through a sub-clearing arrangement with the Company. The Company was requiTed to deposit an 
additional $350,000 with its clearing firm, which is included in clearing deposit on the accompanying 
statement of financial condition. JPD has a deposit with the Company for the same amount which is 
reflected as accounts payable and accrued expenses on the accompanying statement of financial 
condition. 

Legal Maners 

From time to time, the Company may be a respondent in legal actions incidental to its securities 
business. These cases may allege violations of various securities rules, and claim damages plus the 
recovery oflegal fees and other costs. As of December 31, 2017, the Company was not party to any 
legal actions. 

6 



JOSEPH GUNNAR & CO., l.l.c. 

I'\OTES TO STA TE\ID;T OF Fl:-iA:-iC1AL CO:'lDlT10:'l 

December 31,2017 

7. Fair Value Measurements 

FASB ASC 820, Fair Value Measuremelll, establi shes a framework for measuring fair value. That 
framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to 

measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active 
markets for identical assets or liabilities (Level l measurements) and the lowest priority to unobservable 
inputs (Level 3 measurements). The three levels of the fai r value hierarchy under FASB ASC 820 are 
described as follows: 

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or 
liabilities in active markets that the Company has the ability to access. 

Level 2 Inputs to the valuation methodology include: 

• quoted prices for similar assets or li abilities in active markets; 

• quoted prices for identical or similar assets or liabilities in inactive markets; 

• inputs other than quoted prices that are observable for the asset or liability; 

• inputs that are deri ved principa ll y from or corroborated by observable market data by 
correlation or other means. 

If the asset or liability has a specified (contractual) teon, the Level 2 input must be 
observable for substantially the full term of the asset or liability. 

Level 3 Inputs to the valuation methodology are unobservable and signi ficant to the fair value 
measurement. 

The asset ' s or liability' s fair va lue measurement level within the fair value hierarchy is based on the 
lowest level of any input that is significant to the fair value measurement. Valuation techniques used 
need to maximize the use of observable inputs and minimize the use of unobservable inputs. 
Following is a description of the valuation methodologies used for assets measured at fair value. 

Investments in equity securities including warrants: Investments in equity securities that are classified 
as trading securities are recorded at fa ir va lue on a recurring basis. When quoted market prices are 
unobservable, management uses quotes from independent pricing vendors based on independent 
pricing models or other model-based va luation techniques such as the present va lue of future cash 
flows, adjusted for the securi ty 's credit rating and other factors such as credit loss assumptions. The 
pricing vendors may provide the Company with valuations that are based on significant unobservable 

7 



JOSEPH GUNNAR & CO., l.l.c. 

I'\OTES TO STA TE\ID;T OF FI:-iA:-iCIAL CO:'lDITIO:'l 

December 31,2017 

inputs , and in those circumstances, the Company classifies the fair value measurements of the 
investment securiti es as Level 3. Management conducted a review of its pricing vendor to validate 
that the inputs used in that vendor's pricing process are deemed to be market observable or 
unobservable as defined in the standard. Based on the review performed, management believes that 
the valuations used in its financial statement are reasonable and are appropriately classified in the fair 
value hierarchy. 

The preceding methods described may produce a fair va lue calculation that may not be indicative of 
net realizable value or reflective of future fair va lues. Furthennore, although the Company believes 
its valuation methods are appropriate and consistent with those of other market participants, the use of 
different methodologies or assumptions to determine the fair value of certain financial instruments 
could result in a different fair value measurement at the reporting date. At December 31, 20 17, there 
were no material investments owned. 

Significant increases (decreases) in any of the above unobservable inputs would result in significantly 
lower (higher) fair value measurements. Due to the nature of these investments, current economic 
conditions, including the volatility of the financial markets, the general level of interest rates , and the 
general business climate affecting operations of the investees, will impact the fair values of these 
investments. 

Level 3 investments 

The following table presents a summary of changes in the fair value of the Company's Level 3 assets 
for the year ended December 31 , 20 17: 

Balance - January I, 2017 
Value of warrants received as compensation 
Less: compensation cost awarded 

Balance - December 31, 2017 

$ 

9,412,651 
(9,412,651) 

$ 

The significant unobservable input used in the fair value measurement of the Company's warrant 
revenue and compensation is the volatility factor in the binomial lattice model , and was based on the 
average monthly volatility of selected peer companies. Increases (decreases) of this input in isolation 
could result in a lower (higher) fa ir value measurement. 

8 



JOSEPH GUNNAR & CO., l.l.c. 

I'\OTES TO STA TE\ID;T OF FI:-iA:-iCIAL CO:'lDITIO:'l 

December 31,2017 

8. R elated Party Transactipus 

During 201 7, the Company acted as placement agent to the Buttonwood Alpha, Buttonwood Hori zon, 
and Buttonwood Select Opportunities Funds (the "Funds"). Certain principals of the Company own 
Buttonwood Select Opportunities Management Associates, LLC ("8 S0MA "), the manager of the 
Funds. 

During 20 17, the Company provided Buttonwood Group Advisors ("BGA") with certain facilities and 
administrative services under an expense-sharing agreement. Certain principals of the Company own 
BGA, the investment subadvisor to BSOMA. 

In December 2016, the Company entered into a temporary subordinated loan with a member of JG H, 
which was paid back to the member in April 201 7. At December 3 1,20 17, there were no outstanding 
subordinated loans. 

In addition, this member also advanced the Company $350,000 in order to fund forgivable loans (see 
Note 4) to certain registered representatives. This amount is only due back to the member to the extent 
that the advances are repaid to the Company, in the event of termination or separation by one or more 
of the registered representatives. As of December 31, 2017, the remaining liabili ty was $153, 124, 
which is included in accounts payable and accrued expenses on the accompanying statement of 
financial condition. 

9. Financial Instruments With Off-Balance-Sheet Risk 

The Company executes, as principal and agent, securities transactions on behal f of its customers. If 
either the customer or a counterparty fai ls to perform, the Company may be requ ired to discharge the 
obligations of the non-perfomling party. In sllch ci rcumstances, the Company may sustain a loss if 
the market value of the security is different from the contract va lue of the transaction. The Company 
is engaged in trading and brokerage activities with customers, broker-dealers and other counterparties. 
In the event counterparties do not fulfill their obligations, the Company may be exposed to risk. The 
risk of default depends on the creditworthiness of the counterparty. It is the Company's policy to 
review, as necessary, the credit standing of each of its counterparties. 

10. 40lfkl Plan 

The Company offers a 401(k) retirement plan which allows eligible employees to allocate up to 15% 
of their pre-tax earnings to the plan. The Company, under its safe harbor plan, contributes 3% of gross 
earnings to the plan for eligible non-highly compensated employees. 
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JOSEPH GUNNAR & CO., l.l.c. 

I'\OTES TO STA TE\ID;T OF Fl:-iA:-iC1AL CO:'lDlT10:'l 

December 31,2017 

II. Net Capital Requirement 

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 
ISc3-1 ), which requires the maintenance of minimum regulatory net capital, and requires that the ratio 
of aggregate indebtedness to regulatory net capital, both as defined, shall not exceed 15 to I. At 
December 31, 201 7, the Company had regulatory net capital of $ 1,09 1,589 which exceeded its 
requirement of $294,710 by $796,879. The ratio of aggregate indebtedness to net capital was 4.05 to 1. 

12. Subsequent Events 

The Company has evaluated its subsequent events through the date that the accompanying financial 
statement was available to be issued. There were no subsequent events requi ring disclosure. 
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