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OATH OR AFFIRMATION

___________________Keith Lanton_______________________________________________
swear or affirm that to the best of

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

______________Lantern Investments Inc.___________________________________________________ as

of _______________________June 30 2013 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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Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

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 15c3-3

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 15c3-3

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

consolidation

An Oath or Affirmation

copy of the SLPC Supplemental Report

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

ERICK MONTOYA

Notary Public State of New York

NO 01M06181315

Qualified in Suffolk un

My Commisswn Expires ___________
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INDEPENDENT AUDITORS REPORT

To the Shareholders of

Lantern Investments Inc

Report on the Statement of Financial Condition

We have audited the accompanying statement of financial condition of Lantern

Investments Inc the Company and the related notes as of June 30 2013 that you

are fifing pursuant to Rule 17a5 under the Securities Exchange Act of 1934

Managements Responsibility for the Financial Statements

Management is responsible for the prepatation and fair presentation of this financial

statement in accordance with accounting principles generally accepted in the United

States of America this includes the design implementation and maintenance of

internal control relevant to the preparation and fair presentation of financial statements

that are free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this financial statement based on our

audit We conducted our audit in accordance with 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 this financial statement

is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts

and disclosures in the financial statement The procedures selected depend on the

auditors judgment including the assessrrent of the risk of material misstatement of tnis

financial statement whether due to fraud or error In making those risk assessments

the auditor considers internal control relevant to the Companys prepaiation and fair

presentation of this financial statement in order to design audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on

the effectiveness of the Companys internal control Accordingly we express no such

opinion An audit also includes evaluating the appropriateness of accounting policies

used and the reasonableness of significant accounting estimates made by

management as well as evaluating the overall presentation of this financial statement



We believe that the audit evidence we have obtained is sufficient and appropriate to

provide basis for our audit opinion

Opinion

In our opinion the financial statement referred to above presents fairly in all material

respects the financial position of the Company as of June 30 2013 in accordance with

accounting principles generally accepted in the United States of America

LL

Wilton Connecticut

August 12 2013



LANTERN INVESTMENTS INC

STATEMENT OF FINANCIAL CONDITION

JUNE 30 2013

ASSETS

Cash and cash equivalents 678796

Securities owned at market value 722198

Receivable from clearing broker 713849

Goodwill net of accumulated amortization of $56293 158945

Furniture equipment and leasehold improvements at cost

net of accumulated depreciation and amortization of $1 18336 17355

Other assets 188174

TOTAL ASSETS 2479317

LIABILITIES AND SHAREHOLDERS EQUITY

LIABILITIES

Accrued expenses and other liabilities 938595

Corporate taxes payable 8146
Deferred rent 8100

TOTAL LIABILITIES 954841

SHAREHOLDERS EQUITY
Preferred stock $.01 par value 10000 shares authorized

-0- shares issued and outstanding

Common stock $.05 par value 30000 shares authorized

10000 issued and 9900 shares outstanding 495

Additional paid-in capital 438747

Retained earnings 1091294

Treasury stock at cost100 shares 6060

TOTAL SHAREHOLDERS EQUITY 1524476

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 2479317

The accompanying notes are an integral part of this statement



LANTERN INVESTMENTS INC

NOTES TO STATEMENT OF FINANCIAL CONDITION

JUNE 30 2013

ORGANIZATION AND NATURE OF BUSINESS

Lantern Investments Inc the Company was incorporated in the State of Delaware in

1992 The Company is registered as broker-dealer with the Securities and Exchange

Commission the SEC and is member of the Financial Industry Regulatory

Authority Inc the FINRA the Municipal Securities Rulemaking Board the MSRB
and the Securities Investor Protection Corporation SIPC In this capacity it executes

both principal and agency transactions for itself and its customers on fully disclosed

basis through its clearing brokers Pershing LLC.and APEX Clearing Corporation The

Company does not hold funds or securities for nor owe funds or securities to

customers Any funds or securities received by the Company are promptly transmitted

to the clearing broker

The Company maintains cash with financial institutions Funds deposited with single

bank are insured up to $250000 in the aggregate by the Federal Deposit Insurance

Corporation FDIC Deposits with single brokerage institution are insured up to

$500000 per account type of which maximum of $250000 in cash is insured by the

Securities Investor Protection Corp At times cash balances may exceed the insured

limits The Company has not experienced any losses in such accounts Cash and cash

equivalents include $185374 being held in money market funds

SIGNIFICANT ACCOUNTING POLICIES

The Company maintains its books and records on an accrual basis in accordance with

accounting principles generally accepted in the United States of America This requires

management to make estimates and assumptions that affect the reported amounts of

assets and liabilities and disclosures of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenues and expenses during the

reported period Actual results could differ from those estimates

Purchases and sales of securities are recorded on settlement date basis For financial

statement purposes the difference between settlement date and trade date basis is not

material Realized gains and losses on security transactions are based on the first-in

first-out or the specific-identification method All positions are reported at market value

and any change in market value is reflected in the accompanying statement of income

as gain or loss as it occurs

Securities transactions and financing with the clearing brokers are classified as

operating activities on the statement of cash flows since this is the Companys principal

business



LANTERN INVESTMENTS INC

NOTES TO STATEMENT OF FINANCIAL CONDITION Continued

JUNE 30 2013

SIGNIFICANT ACCOUNTING POLICIES Continued

Investments in securities that are traded on securities exchange are valued at the last

reported sales price on the primary exchange on the last business day of the year

Investments in securities traded in the over-the-counter market for which no market

quotations are available are valued at the last reported bid price

The Company files its federal and state corporate income tax returns using the accrual

basis of accounting

Depreciation of property and equipment is provided using straight-line methods over the

useful life of the assets Amortization of leasehold improvements is provided for by the

straight-line method over the term of the lease

Fair Value of Investments

The Company carries its investments at fair value Fair value is an estimate of the exit

price representing the amount that would be received to sell an asset or paid to transfer

liability in an orderly transaction between market participants i.e the exit price at the

measurement date Fair value measurements are not adjusted for transaction costs

fair value hierarchy provides for prioritizing inputs to valuation techniques used to

measure fair value into three levels

Level Unadjusted quoted prices in active markets for identical assets or

liabilities

Level Inputs other than quoted market prices that are observable either

directly or indirectly and reasonably available Observable inputs

reflect the assumptions market participants would use in pricing the

asset or liability and are developed based on market data obtained

from sources independent of the Company

Level Unobservable inputs Unobservable inputs reflect the assumptions

that management develops based on available information about

what market participants would use in valuing the asset or liability

An asset or liabilitys level within the fair value hierarchy is based on the lowest level of

any input that is significant to the fair value measurement Availability of observable

inputs can vary and is affected by variety of factors



LANTERN INVESTMENTS INC

NOTES TO STATEMENT OF FINANCIAL CONDITION Continued

JUNE 30 2013

Fair Value of Investments Continued

Management uses judgment in determining fair value of assets and liabilities and Level

assets and liabilities involve greater judgment than Level or Level assets or

liabilities The valuation levels are not necessarily an indication of risk or liquidity

associated with the underlying investments The following are the Companys
investments owned by level within the fair value hierarchy at June 30 2013

Fair Value Measurements Using

Quoted

Prices in

Active Significant

Markets for Other Significant

Identical Observable Unobservable

Assets Inputs Inputs

Description Total Level Level Level

Assets

Investments in securities

Common stock 23048 23048

Corporate bonds 209205 206405 2800

Government agencies 3184 3184

Municipal bonds 486761 486761

Total 722198 719398 2800

Percent of total 100.00% 99.00% 1.00% 0.00%

FINANCIAL INSTRUMENTS AND RISK

In the normal course of business the Company enters into financial transactions where

the risk of potential loss due to the changes in market market risk or failures of the

other party to the transaction to perform credit risk exceeds the amounts recorded for

the transactions The Companys policy is to continuously monitor its exposure to

market and counterparty risk through the use of variety of financial position and credit

exposure reporting and control procedures In addition the Company has policy of

reviewing the customer and/or other counter-party with which it conducts its business

Market risk represents the potential loss that can be caused by increases or decreases

in the fair value of investments due to market fluctuation



LANTERN INVESTMENTS INC

NOTES TO STATEMENT OF FINANCIAL CONDITION Continued

JUNE 30 2013

Financial Instruments and Risk Continued

Credit risk represents the potential loss that would occur if counterparties fail to perform

pursuant to the terms of their obligations In addition to its investments the Company is

subject to credit risk to the extent custodian or broker with whom it conducts business

is unable to fulfill its contractual obligations

Short selling or the sale of securities not owned by the Company exposes the

Company to the risk of loss in an amount greater than the initial investment and such

losses can increase rapidly and in the case of equities without effective limit There is

the risk that the securities borrowed by the Company in connection with short sale

would need to be returned to the securities lender on short notice If such request for

return of securities occurs at time when other short sellers of the subject security are

receiving similar requests short squeeze can occur wherein the Company might be

compelled at the most disadvantageous time to replace borrowed securities previously

sold short with purchases on the open market possibly at prices significantly in excess

of the proceeds received earlier

The Company executes most of its customer trades through New York Stock Exchange
member firms as an introducing broker and earns commission on its introduced

customers The Company has an agreement with its clearing brokers to clear securities

transactions carry customers accounts on fully disclosed basis and perform certain

recordkeeping functions In connection therewith the Company has agreed to indemnify

its clearing broker for losses that the clearing broker may sustain related to the

Companys customers At June 30 2013 the receivable from clearing brokers reflected

on the statement of financial condition was substantially in cash

In the course of its normal trading activities the Company is party to financial

instruments that involve to indeterminable degrees market risks in excess of that

presented in the statement of financial condition All positions are reported at market

value and any change in market value is reflected in the accompanying statement of

income as gain or loss as it occurs

PROVISION FOR INCOME TAXES

FASB provides guidance for how uncertain tax positions should be recognized

measured disclosed and presented in the financial statements This requires the

evaluation of tax positions taken or expected to be taken in the course of preparing the

Companys tax returns to determine whether the tax positions are more-likely-than-not

of being sustained when challenged or when examined by the applicable tax



LANTERN INVESTMENTS INC

NOTES TO STATEMENT OF FINANCIAL CONDITION Continued

JUNE 30 2013

PROVISION FOR INCOME TAXES continued

authority Tax positions not deemed to meet the more-likely-than-not threshold would be

recorded as tax benefit or expense and liability in the current year For the year ended

June 30 2013 management has determined that there are no material uncertain income

tax positions

GOODWILL

In June 2004 the Company purchased certain intangible assets of Tradex Brokerage

Service Inc under an asset purchase agreement Additionally in June 2008 the

Company purchased intangible assets from retired employee under an asset

purchase agreement The Company has adopted FASB Statement No 142 Goodwill

and Other Intangible Assets ACS 350 The intangible assets acquired are

determined to be wasting assets as defined in the SFAS with finite useful lives As

such these intangible assets are subject to amortization The financial statements

include charge for amortization in the amount of $14340 for the year ended June 30
2013

OTHER ASSETS

Other assets include $41395 of advances paid to employees and are being expensed

over various periods These advances are reduced through the earning of Production

Bonus as stipulated in the various Employment Agreements If the employee for any

reason ceases to be employed by the Company before the date that the Production

Bonus is earned the loan shall become due and payable

COMMITMENTS

The Company leases office space in various locations under non-cancelable lease

agreements which expire between July 31 2013 to August 31 2017 The leases

contain provisions for escalations based on increases in certain costs incurred by the

lessors Future minimum rent payments on the leases are as follows

Year Ended June 30
2014 280089

2015 249248

2016 179631

2017 and thereafter 8434
Total 717.402



LANTERN INVESTMENTS INC

NOTES TO STATEMENT OF FINANCIAL CONDITION Continued

JUNE 30 2013

LIABILITIES SUBORDINATED TO THE CLAIMS OF GENERAL CREDITORS

As of June 30 2013 the Company had not entered into any subordinated loan

agreements

DEFERRED RENT

Some of the leases for the Companys office spaces provide for rent abatements as well

as scheduled increases in base rent Rent expense is charged to operations ratably

over the term of the lease while deferred rent payable represents cumulative rent

expense charged to operations from inception of the lease in excess of required lease

payments

10 EMPLOYEE BENEFITS

The Company has SIMPLE-IRA plan with December 31 year end The Board of

Directors has elected to contribute an amount equal to three percent of eligible

employee compensation subject to statutory limitations The expense included in the

financial statements related to this plan is $79979 for the year ending June 30 2013

11 RELATED PARTY TRANSACTION

Included in other assets is receivable of $16159 from related party

12 RULEI5C3-3

The Company is exempt from the provisions of Rule 15c3-3 under paragraph k2ii in

that the Company carries no margin accounts promptly transmits all customer funds

and delivers all securities received does not otherwise hold funds or securities for or

owe money or securities to customers and effectuates all financial transactions on

behalf of customers on fully disclosed basis



LANTERN INVESTMENTS INC

NOTES TO STATEMENT OF FINANCIAL CONDITION Continued

JUNE 30 2013

13 NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commissions Net Capital Rule

15c3-1 which requires the maintenance of minimum net capital and requires that the

ratio of aggregate indebtedness to net capital both as defined shall not exceed 15 to

At June 30 2013 the Company had net capital of $1101032 which exceeded the

minimum requirement of $100000 by $1001032 The Companys net capital ratio was

.87 to

14 CONTINGENT LIABILITIES

The Company is respondent in an arbitration arising in the ordinary course of

business The results of this matter cannot be predicted with any certainty at this time

After consultation with legal counsel management is of the opinion that the Company
has meritorious defenses to this action and that the ultimate outcome of this matter will

not have material adverse impact on the financial position of the Company or the

results of its operations Included in the accrued expenses and other liabilities is

contingency reserve pending final resolution

15 SUBSEQUENT EVENTS

Events have been evaluated through August 12 2013 the date that these financial

statements were available to be issued and no further information is required to be

disclosed


