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Ana Carter

OATH OR AFFIRMATION

swear or affirm that to the best of

MARTHA THREADOILL1
MY COMMISSION EE123104

EXPIRES August 262015

1i7 398-0153 ddot

LQQ
Notary Public

This repirt contains check all applicable boxes
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Title
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l1 Statement of Financial Condition

lI Statementofheo oss- Operations
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Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

LI An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3

Independent Auditors Report on Internal Control Required by SEC

Rule 17a-5

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

JHS Capital Advisors LLC
as

of December 31
20 11

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 customer except as follows
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Raulerson Company P.A
Certified Public Accountants and Consultants

600 West Dr Martin Luther King Jr Blvd Plant City FL 33563

813 752-6604 Fax 813 752-8725 www.rccpas.biz

INDEPENDENT AUDITORS REPORT

To the Member of

JHS Capital Advisors LLC

Tampa FL

We have audited the accompanying statement of financial condition of JHS Capital Advisors LLC
Florida limited liability company as of December 31 2011 and the related statements of operations

changes in members equity and cash flows for the year then ended that you are filing pursuant to rule

7a-5 under the Securities Exchange Act of 1934 These financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these financial statements based

on our audit

We conducted our audit in accordance with the auditing standards generally accepted in the United States

of America 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

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

reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of JHS Capital Advisors LLC as of December 31 2011 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

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained in the supplementary schedules is presented for the purposes of

additional analysis and is not required part of the basic financial statements but is supplementary

information required by rule 7a-5 under the Securities Exchange Act of 1934 Such information has been

subjected to the auditing procedures applied in the audit of the basic financial statements and in our

opinion is fairly presented in all material respects in relation to the basic financial statements taken as

whole

Raulerson Company P.A

Plant City Florida

February 23 2012

Business Navigation

Member American Institute of Certified Public Accountants and Florida Institute of Certified Public Accountants



ASSETS

Cash

JHS CAPITAL ADVISORS LLC

STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2011

Deposits With Clearing Firm

Marketable Securities

Receivables Clearing Agent

Receivables Other

Prepaid Expenses and Deposits

Advances to Affiliates

Property and Equipment Net

Goodwill

TOTAL ASSETS

ASSETS

LIABILITIES AND MEMBERS EQUITY

193542

745986

228408

914625

82038

227498

143955

477205

983477

LIABILITIES

Accounts Payable

Accrued Expenses

Commissions Payable to Brokers

Payable to Clearing Firm

281312

191895

842790

228406

TOTAL LIABILITIES

MEMBERS EQUITY

1.544.403

TOTAL MEMBERS EQUITY

TOTAL LIABILITIES AND
MEMBERS EQUITY

2452331

3996734

SEE ACCOMPANYING AUDITORS REPORT AND NOTES TO THE FINANCIAL STATEMENTS

3996734



JHS CAPITAL ADVISORS LLC
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2011

REVENUES

Commission and Transaction Income 16818074

Interest Income 54

Other Income 47

TOTAL REVENUES 16818175

EXPENSES

Payroll and Commission Expense 16278182

Clearing Charges and Quote Fees 1020635

Office Supplies and Expense 644716

Professional Fees 607953

Conversion Expense 585692

Insurance Expense 404354

Rent 361245

Loan Forgiveness 315690

Fines and Penalties 301432

Utilities and Telephone 236697

Legal Fees 234773

Broker Recruiting Expense 212043

Travel and Entertainment 196359

Depreciation 149495

Broker Receivable Write-Off Expense 124965

Registration Fees 54908

Interest Expense 6663

Loss on Sale of Fixed Assets 6383

Miscellaneous Expenses 4828

TOTAL EXPENSES 21747013

NET INCOME LOSS BEFORE INCOME TAXES 4928838

INCOME TAX EXPENSE

NET INCOME LOSS

1707021

6635859

SEE ACCOMPANYING AUDITORS REPORT AND NOTES TO THE FINANCIAL STATEMENTS



JHS CAPITAL ADVISORS LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY
FOR THE YEAR ENDED DECEMBER 31 2011

Balance December 312010 4228190

Member Distributions

Member Contributions 4860000

Net Income/Loss 6635859

Balance December 31 2011 2452331

SEE ACCOMPANYING AUDITORS REPORT AND NOTES TO THE FINANCIAL STATEMENTS



JHS CAPITAL ADVISORS LLC
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income Loss 6635859

Adjustments to Reconcile Net Income to Net Cash Provided by

Used In Operating Activities

Depreciation 149495

Losses gains on sale of fixed assets 6383

Changes in Operating Assets and Liabilities

Deposits With Clearing Firm 592059

Marketable Securities 228405

Receivables Clearing Agent 147362

Receivables Other 140177

Prepaid Expenses and Deposits 44885

Deferred Tax Asset 1703525

Goodwill 7681

Accounts Payable 90838

Accrued Expenses 109760

Commissions Payable to Brokers 265047

Payable to Clearing Firm 228406

Net Cash Provided By Used in

Operating Activities 4962619

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of Property and Equipment 375759

Proceeds from the sale of fixed assets 1655

Net Cash Provided By Used In

Investing Activities 374104

CASH FLOWS FROM FINANCING ACTIVITIES

Parent Contributed Capital 4860000

Affiliate Advances 151445

Net Cash Provided By Used In

Financing Activities 5011445

NET INCREASE DECREASE IN CASH
AND CASH EQUIVALENTS 325277

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 518819

CASH AND CASH EQUIVALENTS AT END OF YEAR 193.542

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Interest Paid 6663

SEE ACCOMPANYING AUDITORS REPORT AND NOTES TO THE FINANCIAL STATEMENTS



JHS CAPITAL ADVISORS LLC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2011

NOTE COMPANY ORGANIZATION AND NATURE OF BUSINESS

Company Operations

JHS Capital Advisors LLC the Company or JHS is engaged in the securities and investment

brokerage business The Company is broker-dealer registered with the Securities and

Exchange Commission SEC and the Financial Industry Regulatory Authority FINRA The
Company is also registered investment advisor and member of the Securities Investor

Protection Corporation SIPC

Effective November 30 2011 JHS converted from Delaware corporation to single member
Florida limited liability company The Company is wholly owned subsidiary of JHS Capital

Holdings LLC the Parent Company which is the sole managing member

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Concentrations of Credit Risk

The Company maintains its cash in bank deposit accounts at high quality financial institutions

The balances at times may exceed federally insured limits At December 31 2011 the Company
exceeded the federally insured limit by $149512

Accounting Method

The Companys financial statements are prepared using the accrual basis as specified in the

AICPAs Audit and Accounting Guide Audits of Brokers and Dealers in Securities Customer

transactions are recorded on settlement date basis for financial statement and tax purposes
Direct business transactions are recorded on the cash basis as payment is received from the

carrier Proprietary trades and the related principal transactions revenues are recorded on trade

date basis Securities owned and securities sold but not yet purchased are reported at fair value

Customer Accounts

Customer Accounts Fully Disclosed Basis

The Company operates pursuant to paragraph k2ii of Rule 15c3-3 and does not carry

customer accounts or clear customer transactions Accordingly all customer transactions for

client assets held at the clearing firmare executed and cleared on behalf of the Company by RBC
Correspondent Services RBC on fully disclosed basis The Companys agreement with RBC
provides that as clearing broker RBC will make and keep such records of the transactions

effected and cleared in the customer accounts as are customarily made and kept by clearing

broker pursuant to the requirements of Rules 7a-3 and 7a-4 of the Securities Exchange Act of

1934 as amended and will perform all services customarily incident thereto All customer funds

and securities received if any are promptly transmitted directly to RBC As result the Company
is exempt from the remaining provisions and requirements of Rule 5c3-3

Customer Accounts Drectly Held Assets

Certain client assets are held away from RBC i.e investments in annuities life insurance

policies mutual funds REITs etc. All customer funds received if any are promptly transmitted

directly to the carrier

SEE INDEPENDENT AUDITORS REPORT



JHS CAPITAL ADVISORS LLC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2011

Use of Estimates

The preparation of these financial statements in conformity with generally accepted accounting

principles requires the use of estimates based on managements knowledge and experience
Due to their prospective nature actual results could differ from those estimates

Marketable Securities

Proprietary securities transactions are recorded on the trade date and valued at fair market value

Amounts receivable and payable for security transactions that have not yet reached their

contractual settlement date are recorded net on the statement of financial condition and marked-

to-market as needed

Receivables

Receivables are stated at the amount management expects to collect from outstanding balances

Management provides for probable uncollectible amounts through charge to earnings and

credit to valuation allowance based on its assessment of the current status of individual

accounts Balances that are still outstanding after management has used reasonable collection

efforts are written off through charge to the valuation allowance and credit to trade accounts

receivable At December 31 2011 no allowance was deemed necessary by management The

company recognized write-off of approximately $125000 during 2011

Property and Equipment

Purchases of property and equipment are recorded at cost Depreciation is provided on the

straight-line and accelerated methods which are considered adequate for the recovery of the

assets over their estimated useful lives which ranges between and years Depreciation

expense totaled $149495 for the year ended December 31 2011 During the year assets with

book value of $8038 were disposed of

Property and Equipment primarily consists of equipment furniture and fixtures Balances as of

December 31 2011 are as follows

Property and Equipment At Cost 639615
Less Accumulated Depreciation 162.410
Property and Equipment Net 477.205

Goodwill Impairment Loss

The Company has recorded goodwill for various business acquisitions for the excess of the cost

of an acquisition price over the fair value of acquired net assets Subsequently goodwill is written

down only when and if impairment is identified and measured based on future events and

conditions JHS tests goodwill for impairment on an annual basis and on an interim basis when
certain events or circumstances exist

SEE INDEPENDENT AUDITORS REPORT



JHS CAPITAL ADVISORS LLC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2011

Management computed its fair value of the acquisitions based on the present value of the

expected future cash flows from the acquired associates for the next five years At the end of

December 31 2011 the implied fair value of the goodwill was $102510 more than its $975797
carrying amount Accordingly the Company did not recognize any impairment on December 31
2011 Management recorded $7680 increase in goodwill as result of legal fees incurred in

2011 related to business acquisition occuring in 2012 Total goodwill at December 31 2011 was
$983477

Cash and Cash Equivalents

For purposes of the statement of cash flows the Company considers all highly liquid debt

instruments purchased with maturity of three months or less to be cash equivalents At

December 31 2011 there were no cash equivalents

Subsequent Events

The Company has evaluated events and transactions that occurred between January 2012 and

February 23 2012 which is the date the financial statements were available to be issued for

possible disclosure and recognition in the financial statements

NOTE 3- 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 minimum level of net capital as defined under such provisions

Additionally the Company is required to maintain net capital ratio ratio of aggregate
indebtedness to net capital of not more than 15 to The Company had net capital of $473805
as of December 31 2011 The Companys net capital ratio was approximately 2.78 to at

December 31 2011

NOTE 4- RELATED PARTY TRANSACTIONS

The Company had $143955 receivable from an affiliate at December 31 2011

NOTE 5- LEASE COMMITMENTS

The Company conducts operations utilizing several leased facilities including its corporate facility

The future minimum lease payments on non-cancelable operating leases are as follows

2012 575434
2013 489993
2014 472048
2015 312173
2016 78.043

Total minimum lease payments 1927691

Certain leases contain renewal options and escalation clauses Rent expense for all operating

leases for the year was $453980

SEE INDEPENDENT AUDITORS REPORT



JHS CAPITAL ADVISORS LLC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2011

NOTE 6- COMMITMENTS AND CONTINGENCIES

In the normal course of business customer complaints may arise Some of these complaints may
lead to civil actions The Company maintains errors and omissions insurance to reduce the risk

associated with customer claims Although the Company is subject to several FINRA arbitration

matters as of December 31 2011 stemming from acquisitions made by the Company at this time

the Company does not currently believe any pending litigation will have material effect on the

financial position of the firm The Company has not established reserve at this time as the

amount of any potential loss is undeterminable

NOTE 7-INCOME TAXES

As result of the conversion to an LLC and in accordance with ASC 740-10-40-6 JHS

recognized as period expense the previously recorded deferred tax asset of $1703525 This

adjustment has been reflected in income tax expense Future tax benefits and/or liabilities will be

included in the consolidated federal income tax return filed by members of the Parent Company

The Company filed income tax returns in the U.S federal jurisdiction and several state

jurisdictions for periods up to November 30 2011 The Company is not subject to U.S federal or

state income tax examinations by tax authorities for years before 2009 The Company has not

been informed of any income tax examinations by either the Internal Revenue Service IRS or

any state tax authorities for any tax years not barred by statute of limitations

NOTE 8- STATEMENT OF CASH FLOWS NON-CASH TRANSACTIONS

During 2011 the Companys non-cash transactions included $1703525 change in deferred tax

asset valuation and $124965 uncollectable receivables write-off

SEE INDEPENDENT AUDITORS REPORT
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JHS CAPITAL ADVISORS LLC
COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET

CAPITAL UNDER RULE 15c3-1

FOR THE YEAR ENDED DECEMBER 31 2011

AGGREGATE INDEBTEDNESS
Accounts Payable

281312
Accrued Expenses

191895
Commissions Payable to Brokers

842790

TOTAL AGGREGATE IN DEBTEDN ESS 1315997

Total Members Equity
2452.33

TOTAL CAPFAL
2452331

DEDUCTIONS

Petty Cash
100

FSA Account
5.517

Deposits 45986

Receivables 82037

Marketable Securities

Prepaid Expenses and Deposits 227498

Property and Equipment Net 477205

Goodwill 983477

Advances to Affiliates 143955
Haircut Securities

12749

TOTAL DEDUCTIONS 1978526

NET CAPITAL
473805

REQUIRED NET CAPITAL
100.000

CAPITAL IN EXCESS OF REQUIREMENT 373805

RATIO OF AGGREGATE INDEBTEDNESS
TO NET CAPITAL 2.78 to

SEE INDEPENDENT AUDITORS REPORT

10



JHS CAPITAL ADVISORS LLC
RECONCILIATION OF NET CAPITAL TO FORM X-17a-5

FOR THE YEAR ENDED DECEMBER 31 2011

NET CAPITAL REPORTED ON DECEMBER 31 2011

FORM X-17a-5 473805

ADJUSTMENTS ARISING FROM AUDIT ADJUSTMENTS
WHICH AFFECT NET CAPITAL FORM X-17a-5

TOTAL ADJUSTMENTS AFFECTING NET CAPITAL

NET CAPITAL AS ADJUSTED 473805

SEE INDEPENDENT AUDITORS REPORT
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Raulerson CompanyPA
Certified Public Accountants and Consultants

600 West Dr Martin Luther King Jr Blvd Plant City FL 33563

813 752-6604 Fax 813 752-8725 www.rccpas.biz

REPORT OF INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5g1 FOR BROKER-DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3

To the Member of

JHS Capital Advisors LLC

Tampa FL

In planning and performing our audit of the financial statements of JHS Capital Advisors LLC the
Company for the year ended December 31 2011 in accordance with auditing standards generally

accepted in the United States of America we considered its internal control over financial reporting as

basis for designing our auditing procedures for the purpose of expressing our opinion on the financial

statements but not for the purpose of expressing an opinion on the effectiveness of the Companys
internal control Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

Also as required by rule 7a-5g1 of the Securities and Exchange Commission SEC we have made
study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 7a-5g in making the periodic computations of

aggregate indebtedness and net capital under rule 7a-3a1 and determining compliance with the

exemptive provisions of rule 5c3-3 Because the Company does not carry securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices
and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons
and recordation of differences required by rule 7a-1

Complying with the requirements for prompt payment for securities under section

of Federal Reserve Regulation of the Board of Governors of the Federal

Reserve System

The management of the Company is responsible for establishing and maintaining an internal control and

the practices and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related costs

of controls and of the practices and procedures referred to in the preceding paragraph and to assess

whether those practices and procedures can be expected to achieve the SECs above-mentioned

objectives Two of the objectives of internal control and the practices and procedures are to provide

management with reasonable but not absolute assurance that assets for which the Company has

responsibility are safeguarded against loss from unauthorized use or disposition and that transactions are

executed in accordance with managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting principles Rule

7a-5g lists additional objectives of the practices and procedures listed in the preceding paragraph

12
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Because of inherent limitations in internal control or the practices and procedures referred to above error

or fraud may occur and not be detected Also projections of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of control

deficiencies that adversely affects the entitys ability to initiate authorize record process or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than remote likelihood that misstatement of the entitys financial statements that is more than

inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding
securities that we consider to be material weaknesses as defined above

We understand that the practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects indicate material inadequacy for such purposes
Based on this understanding and on our study we believe that the Companys practices and procedures
as described in the second paragraph of this report were adequate at December 31 2011 to meet the

SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC and other regulatory agencies that rely on rule 7a-5g under the Securities and Exchange Act of

1934 in their regulation of registered brokers and dealers and is not intended to be and should not be

used by anyone other than these specified parties

Raulerson Company P.A

Plant City FL

February 23 2012
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Raulerson CompanyP.A
Certified Public Accountants and Consultants

600 West Dr Martin Luther King Jr Blvd Plant City FL 33563

813 752-6604 Fax 813 752-8725 www.rccpas.biz

INDEPENDENT AUDITORS REPORT ON APPLYING AGREED-UPON PROCEDURES
RELATED TO AN ENTITYS SIPC ASSESSMENT RECONCILIATION

To the Member of

JHS Capital Advisors LLC

Tampa FL

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
to the Securities Investor Protection Corporation SIPC for the Year Ended December 31 2011 which

were agreed to by JHS Capital Advisors LLC and the Securities and Exchange Commission Financial

Industry Regulatory Authority Inc and SIPC solely to assist you and the other specified parties in

evaluating JHS Capital Advisors LLCs compliance with the applicable instructions of the Transitional

Assessment Reconciliation Form SIPC-7 JHS Capital Advisors LLCs management is responsible for

the JHS Capital Advisors LLCs compliance with those requirements This 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

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records entries in the check register noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 for the year ended

December 31 2011 as applicable with the amounts reported in Form SIPC-7

for the year ended December 31 2011 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules

and working papers of Focus reports noting no differences and

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and

in the related schedules and working papers of Focus reports 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

14
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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

Raulerson Company P.A
Plant City FL

February 23 2012
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