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OATH OR AFFIRMATION

. swear (or affirm) that, to the best of
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my knowledge and belief the accompanying financial statement and support ing schedules pertaining to the firm of
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of .20 L are truc and correct. I further swear (or affirm) that

neither the company nor any partner, proprictor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:
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hb report ** contains (check all applicable boxes):

{a) Facing Page.

(b) Statement of Financial Condition.

(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.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit,
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
Buttonwood Partners, Inc.
Madison, Wisconsin

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Buttonwood Partners, Inc., (Company), as
of September 30, 2013 and the related statement of income, changes in stockholder’s equity and cash flows for
the year then ended that are filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, and the
related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements 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 the
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements 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 the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Company’s preparation and fair presentation
of the financial statements 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 Company's internal control. Accordingly, we
express no such opinion. An audit 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 the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Reilly, Penner & Benton LLP
1233 N. Mayfair Road Suite #302  Milwaukee, WI $3226-3255 - 414-271-7800



Opinion

in our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of September 30, 2013, and the results of its operations and its cash flows for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a whole.
The information contained in Schedule | is presented for the purpose of additional analysis and is not a required
part of the basic financial statements, but is supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial statements. The
information in Schedule | has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information in Schedule | is fairly stated in all
material respects in relation to the financial statements as a whole.

?ﬂ%j, @Q/’VM #/gwﬁn L[/P

Reilly, Penner & Benton, LLP
November 22, 2013
Milwaukee, Wisconsin




BUTTONWOOD PARTNERS, INC.
Madison, Wisconsin

Statement of Financial Condition
September 30, 2013

ASSETS

Assets

Cash and cash equivalents $

Commission receivable

Prepaid expenses

Unallowable recievable

Deposit with clearing broker-dealer

Property and equipment, net of accumulated depreciation
Total Assets $

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Accrued salaries and benefits $
Accounts payable
Deferred tax liability

Total Liabilities

Stockholder's Equity:
Common stock, $1 par value; 56,000 shares
authorized, 1,800 shares issued and outstanding
Additional paid-in-capital
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity 3

The accompanying notes to financial statements
are an integral part of these statements.
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108,727
115,429
3,235
24,428
50,000
38,202
340,021

107,498
16,879
2,000

126,377

1,800
178,200
33,644
213,644

340,021




BUTTONWOOD PARTNERS, INC.
Madison, Wisconsin

Notes to Financial Statements
September 30, 2013

1. Summary of Significant Accounting Policies

Business Activity

Buttonwood Partners, Inc. (the “Company”) is a Wisconsin formed on March 7, 1990, for the purpose of
conducting business as a registered broker-dealer in securities and as a registered investment advisor with
the Securities and Exchange Commission (SEC) and the Financial Industry Regulatory Authority (FINRA).
The Company has an office in Madison, Wisconsin, and serves primarily individual customers in the

Midwest.

The Company operates under the provisions of Paragraph (k){2)(il) of Rule 15¢3-3 of the Securities and
Exchange Commission and, accordingly, is exempt from the remaining provisions of the Rule. The
requirements of paragraph (k)(2)(ii) provide that the Company clear all transactions on behalf of customers
on a fully-disclosed basis with a clearing broker-dealer. The clearing broker-dealer carries all of the
accounts of the customers and maintains and preserves all related books and records as are customarily
kept by a clearing broker-dealer.

Method of Accounting

The Company utilizes the accrual method of accounting for financial purposes.
Cash

Cash includes a non-interest bearing checking account.

Revenue Recognition

Commissions and related clearing expenses are recorded on a trade-date basis as securities transactions
occur. Investment advisory fees are received quarterly in advance based on a predetermined percentage of
the total assets in customer accounts, but are recognized as earned on a pro rata basis in accordance with
contractual arrangements.

Furniture and Equipment

Furniture and equipment are stated at cost, net of accumulated depreciation. Depreciation is computed by
the straight-line method over the estimated useful lives of the assets.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting pericd. Actual results
could differ from those estimates.
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BUTTONWOOD PARTNERS, INC.
Madison, Wisconsin

Notes to Financial Statements
September 30, 2013
(Continued)

1. Summary of Significant Accounting Policies (Continued)

Income Taxes

Deferred taxes are provided on a liability method whereby deferred tax assets are recognized for deductible
temporary differences and operating loss and tax credit carry-forwards and deferred tax liabilities are
recognized for taxable temporary differences. Temporary differences are the differences between the
reported amounts of assets and liabilities and their tax bases. Deferred tax assets are reduced by a
valuation allowance when, in the opinion of management, it is more likely than not that some pertain of all of
the deferred tax assets will not be realized. Deferred tax assets and liabilities are adjusted for the effects of
change in tax laws and rates on the date of enactment.

The FASB provides guidance for how uncertain tax provisions 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 Company’s 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
authority. Tax positions not deemed to meet the more-likely-than-not threshold would be recorded as a tax
expense and liability in the current year. For the year ended September 30, 2013, management has
determined that there are no material uncertain tax positions, and accordingly, has not recorded a liability for
the payment of interest or penalties.

For federal income tax purposes, the Company's earnings of $24,795 during the current fiscal year were
offset by a net operating loss carryover from prior years of $7,913. For state income tax purposes, the
Company’s earnings of $15,483 were offset by a net operating carryover from prior years. The Company's
remaining state net operating loss carryover from September 30, 2013 of $20,454 is available to offset
profits in ensuing years,

The provision for income taxes for the year ended September 30, 2013 is as follows:

Current year $ 2,578
Deferred 3,000
Total provision for income taxes $ 5578

The Company is no longer subject to U.S. federal or state tax return examinations for years before
September 30, 2010 and September 30, 2009, respectively.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates,

Subsequent Events
Management has evaluated all subsequent events through November 22, 2013 for possible inclusion as a

disclosure in the financial statements. There were no subsequent events that required recognition or
disclosure.




BUTTONWOOD PARTNERS, INC.
Madison, Wisconsin

Notes to Financial Statements
September 30, 2013
(Continued)

2. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-
1), which requires that the ratio of aggregated indebtedness to net capital, both as defined, shall not exceed
15 to 1. Rule 15¢3-1 also provides that equity capital may not be withdrawn or cash dividends paid if the
resulting net capital ratio would exceed 10 to 1. At September 30, 2013, the Company’s net capital and
required net capital were $151,014 and $50,000, respectively. The ratio of aggregate indebtedness to net
capital was 0.84 to 1.

. Filing Requirements

There were no liabilities subordinated to claims of creditors during the period ended September 30, 2013.
Accordingly, a statement of changes in liabilities subordinated to claims of creditors is not included in the
financial statements as required by rule 17a-5 of the Securities and Exchange Commission.

E=N

. Deposit with Clearing Broker-Dealer

In accordance with the agreement with its clearing broker, National Financial Services, LLC (NFS), the
Company maintains a cash deposit with NFS in the amount of $50,000. The Company is dependent on
NFS for the everyday processing of customer transactions as required under the provisions of paragraph
(k)(2)(ii) of Rule 15¢3-3 of the Securities and Exchange Commission.

o

. Furniture and Equipment

Furniture and equipment consisted of the following at September 30, 2013;

Office equipment $ 123,109
Furniture and fixtures 43,737
Artwork 9,798

176,644

Less: Accumulated depreciation (138,442)
$ 38,202

6. Commitments

The Company leases its Madison, Wisconsin office space under an operating lease that expires May 14,
2014.  Total rental expense incurred was $149,634, excluding the effects of any related expense
reimbursements from Affiliates (Note 8) for the year ended September 30, 2013. The future minimum lease
payments are as follows:

2014 $ 76,618

7. Employee Benefit Plan

The Company provides a Simplified Employee Pension Plan (the Plan) with a salary reduction option for its
employees. Under the Plan, employees must be at least 21 years of age and have worked for the Company
for at least six months to be eligible to participate. Each eligible employee may defer up to 25 percent of their
compensation, not to exceed the annual exclusion limit. The Company makes a contribution of 6 percent of
each eligible employee’s compensation. The Company’s contribution to the Plan totaled $78.,622 for the year
ended September 30, 2013.

8

NS SNE N T W S




BUTTONWOOD PARTNERS, INC.
Madison, Wisconsin

Notes to Financial Statements
September 30, 2013
(Continued)

8. Related-Party Activity

The Company provides non-broker related office expenses and employee services to RML Anderson Group,
LLC and Sycamore Investment Consuilting Services, LLC (collectively, the Affiliates), affiliated investment
consulting firms. The Company received reimbursement for providing such services of $81,472 from the
Affiliates for the fiscal year ended September 30, 2013. This amount is recorded as a reduction of other
expenses in the statement of operations.

9. Off-Balance-Sheet Risk and Concentration of Credit Risk

10.

Customer transactions are introduced to and cleared through the Company’s clearing broker, NFS, on a fully
disclosed basis. Under the terms of its clearing agreement, the Company is required to guarantee the
performance of its customers in meeting contracted obligations. Such transactions may expose the
Company to significant off-balance-sheet risk in the event margin requirements are not sufficient to fully
cover losses that customers may incur. In the event the customer fails to satisfy its obligations, the
Company may be required to purchase or sell financial instruments at prevailing market prices to fulfill the
customer's obligations. In conjunction with the clearing broker, the Company seeks to control the risks
associated with its customer activities by requiring customers to maintain collateral in compliance with
various regulatory and internal guidelines. Compliance with the various guidelines is monitored daily and,
pursuant to such guidelines. The customers may be required to deposit additional collateral or reduce
positions where necessary.

The Company does not anticipate nonperformance by customers or its clearing broker. In addition, the
Company has a policy of reviewing, as considered necessary, the clearing broker with which it conducts
business.

The Company's financial instruments that are exposed to concentrations of credit risk consist primarily of
cash. The Company maintains its cash with one financial institution. The total cash balances of the
Company are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per depositor,
per bank. The Company held cash throughout the year which, at times, may have exceeded the balance
insured by the FDIC. The Company monitors such credit risk and has not experienced any losses related to
such risks.

Indemnifications

In the normal course of business, the Company enters into contracts that contain a variety of
representations and warranties that provide indemnifications under certain circumstances. The Company's
maximum exposure under these arrangements is unknown, as this would involve future claims that may be
made against the Company that have not yet occurred. The Company expects the risk of future obligation
under these indemnifications to be remote.




BUTTONWOOD PARTNERS, INC.
Madison, Wisconsin

Schedule I Computation of Aggregated Indebtedness
and Net Capital Under Rule 15¢3-1
September 30, 2013

Aggregate indebtedness

Accrued salaries and benefits $ 107,498
Accounts payable 16,879
Deferred tax liability 2,000
Total Aggregate Indebtedness 3 126,377
Minimum required net capital (6 2/3% of aggregate indebtedness) $ 8,425

Computation of Basic Net Capital Requirement:

Stockholder's equity $ 213,644
Deductions:
Furniture and equipment (38,202)
Unallowable receivable (24,428)
Total unallowable assets (62,630)
Net Capital 151,014
Net capital requirement (minimum) 50,000
Capital in excess of minimum requirement $ 101,014
Ratio of aggregate indebtedness to net capital 0.84 0 1

Reconciliation with Company's Computation (included in Part llA of Form X-17A-5 as of June 30):

Net capital, as reported in Company's Part lIA (unaudited) FOCUS report; $ 155,917
Net effect of audit adjustments {4,903)
Net capital per audit report $ 151,014

COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS UNDER RULE 15¢3-3

Buttonwood Partners, Inc. is exempt from Rule 15¢3-3 under the provision of Rule 15¢3-3(k)(1).

INFORMATION RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS UNDER RULE 15¢3-3

Buttonwood Partners Inc. is exempt from Rule 15¢3-3 under the provision of Rule 15¢3-3(k)(1).

See independent Auditors' Report
10




Steven R. Volz
Thomas G. Wieland
David A. Grotkin
Joel A. Joyce

Brian J. Mechenich
Carrie A. Gindt
C PA S Patrick G. Hoffert

Jason J. Wrasse

A century w* new ideas

independent Auditors’ Report on Internal Control

To the Shareholders of
Buttonwood Partners, inc.
Madison, Wisconsin

In planning and performing our audit of the financial statements of Buttonwood Partners, Inc., as of and for the
year ended September 30, 2013, in accordance with auditing standards generally accepted in the United States
of America, we considered the Company's internal control over financial reporting as a basis for designing our
auditing procedures for the purpose of expressing cur opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Company's internal control. Accordingly, we do not express
an opinion on the effectiveness of the Company's internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a study
of the practices and procedures followed by the Company, including consideration of control activities for
safeguarding securities. This study includes tests of such practices and procedures that we considered relevant
to the objectives stated in rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net
capital under rule 17a-3(a){(11) and for determining compliance with the exemptive provisions of rule 15¢3-3.
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:

1. Making the quarterly securities examinations, counts, verifications, and comparisons and recordation
of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining 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 SEC's above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are fo 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 management's authorization and
recorded properly to permit the preparation of financial statements in conformity with generally accepted
accounting principles in the United States of America. Rule 17a-5(g) lists additional objectives of the practices
and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above, error or
fraud may occur and not be detected. Also, projection 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.

11
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A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct,
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by those
changed with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented or
detected and corrected, on a timely basis.

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 that we consider to be material weaknesses, as defined previously.

We understand that 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 a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and procedures, as described in the second
paragraph of this report, were adequate at September 30, 2013, to meet the SEC's 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 17a-5(g) under the Securities 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.

&P@@y, Porni + Banton LF

Reilly, Penner & Benton, LLP
November 22, 2013
Milwaukee, Wisconsin
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Independent Auditors’ Report on Applying Agreed-Upon
Procedures Related to an Entity’s SIPC Assessment Reconciliation

To the Shareholders of
Buttonwood Partners, Inc.
701 Deming Way
Madison, Wisconsin

fn 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 Schedule of Assessment and Payments [General Assessment
Reconciliation (Form SIPC-7)] to the Securities Investor Protection Corporation (SIPC) for the year ended September
30, 2013, which were agreed to by Buttonwood Partners, Inc. (Company) and the Securities and Exchange
Commission, Financial Industry Regulatory Authority, Inc., and SIPC, solely to assist you and the other specified
parties in evaluating the Company's compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7). The Company’s management is responsible for the Company’s 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 for 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
disbursements entries [SIPC-6 and check disbursement] noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended September
30, 2013, as applicable, with the amounts reported in Form SIPC-7 for the year ended
September 30, 2013, noting no differences;

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

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

5. Compared the amount of any overpayment applied, if any and applied it to the current
assessment with the Form SIPC-7 on which it was originally computed 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.

Qb%,()c/wﬂgmﬁnw

November 22, 2013
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