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OATH OR AFFIRMATION

James Hiniker swear or affirm that to the best of my knowledge and belief the accompanying fmancial statement and supporting

schedules pertaining to the firm of Cronin Co Inc as of April 30 2014 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

1Qecid1
Title

This report contains check all applicable boxes RANAE MARTNSON

-J Notary Publlc-Minnesota

Facing nape
My Commission Expires Jan 312015

II 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 5c-3-l 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

I1 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 of the previous audit

Notary Public

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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REPORT OF NDEPENDENT REGISTERED PUBUC ACCOUNTING FIRM

To the Board of Directors

Cronin Co Inc

Minneapolis Minnesota

We have audited the accompanying statements of financial condition of Cronin Co Inc as of April 30

2014 and 2013 that are filed pursuant to Rule 17a5 under the Securities Exchange Act of 1934 and the

related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial staterrents 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

uditoris Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits We

conducted our audits in accordance with auditing standards generally accepted in the United ates of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free from 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 auditors 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 Companys 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 Companys internal control

Accordingly we express no such opinion An audit also includes evaluating the appropriate iess 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 basis for our audit opinion

Opinion

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

position of Cronin Co Inc as of April 30 2014 and 2013 in accordance with accounting principles

generally accepted in the United States of America

Minneapolis Minnesota

June 19 2014



CRONIN CO INC

STATEMENTS OF FINANCIAL CONDITION

April 30 2014 and 2013

Cash and cash equivalents

Interest receivable

Securities inventory at market

Property and equipment at cost less

accumulated depreciation

Other assets

Deferred taxes

TOTAL ASSETS

ASSETS

2014 2013

251957 424820

26124 72472

10551867 11944574

16778 20238

110259 120000

4000 7000

10960985 12589104

TOTAL LIABILITIES

LIABILITIES

STOCKHOLDERS EQUITY

CAPITAL CONTRIBUTED

Common stock par value $1 authorized

26710 shares issued and outstanding

7113 and 7103 shares respectively

Additional paid-in capital

TOTAL CAPITAL CONTRIBUTED

RETAINED EARNINGS

TOTAL STOCKHOLDERS EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS

EQUITY

See accompanying Notes to the Financial Statements

-2-

Accrued expenses 62872 41298

Payable to clearing organization 6476584 8054454

Accrued compensation and benefits 759928 892985

7299384 8988737

7113 7103

16100291613561

1620674 1617132

2040927 1983235

3661601 3600367

10960985 12589104



CRONIN CO INC

NOTES TO FINANCIAL STATEMENTS

Nature of business financial instruments with off-balance sheet risk and

significant accounting policies

Nature of business Cronin Co Inc the Company was incorporated in 1974 The

Company is registered with the Securities and Exchange Commission SEC and is

member of the Financial Industry Regulatory Authority FINRA and the Municipal

Securities Rulemaking Board MSRB The Company engages in the business of acting

as dealer in municipal bonds and other fixed-income securities The Company does

not carry securities accounts for customers or perform custodial functions relating to

customer securities and accordingly is exempt from SEC Rule 15c3-3 All securities

transactions are cleared through clearing broker on fully disclosed basis The

Company guarantees to its clearing firm the performance of every customer transaction

it introduces to the clearing firm The Company also acts as an underwriter co

underwriter and selling group participant of competitive and negotiated municipal bond

offerings Additionally the Company is permitted to trade securities for its own account

The Companys corporate offices are located in Minneapolis Minnesota and it transacts

trades of securities with customers throughout the United States However the

customers are principally located in the upper Midwest

Financial instruments with off-balance sheet risk

Off-balance-sheet credit and market risk In the normal course of business

the Companys customer activities involve the execution settlement and

financing of various customer securities and bond transactions These activities

may expose the Company to off-balance-sheet risk in the event the customer is

unable to fulfill its contracted obligations The Company clears all transactions for

its customers on fully disclosed basis with clearing broker or dealer clearing

firm who carries all the customer accounts and maintains the related records

Nonetheless the Company is liable to the clearing firm for the transactions of its

customers

Concentrations of credit risk As an introducing broker and dealer the

Company is engaged in various securities trading and brokerage activities

servicing diverse group of corporations governments institutional and

individual investors The Companys exposure to credit risk associated with the

nonperformance of these customers in fulfilling their contractual obligations

pursuant to securities can be directly impacted by volatile trading markets which

may impair the customers ability to satisfy their obligations to the Company

-3-



CRONIN CO INC

NOTES TO FINANCIAL STATEMENTS

Concentrations of credit risk continued The Company maintains cash in

bank deposit accounts which at times may exceed Federal Deposit Insurance

Corporation limits The Company periodically evaluates the risk of exceeding

insured levels and may transfer funds as it deems appropriate The Company

has not experienced any losses with regards to balances in excess of insurance

limits or as result of other concentrations of credit risk

Cash and cash equivalents For purposes of reporting the statements of cash flows

the Company includes all cash accounts which are not subject to withdrawal restrictions

or penalties as cash and cash equivalents on the accompanying statements of financial

condition

Receivables and credit policies Accounts receivable for fees reimbursable

expenses and other services are uncollateralized customer obligations due under

normal trade terms requiring payment within 60 days from the invoice date Past due

accounts receivable with invoice dates over 60 days are not charged interest

Commissions receivable on trades processed by the clearing firm are accrued on trade

date basis The commissions receivable are paid to the Company as of the month end in

which the commissions are earned

The carrying amount of accounts receivable is reduced by valuation allowance that

reflects managements best estimate of the amounts that will not be collected

Management individually reviews all accounts receivable balances that exceed 90 days

from invoice date and based on an assessment of current creditworthiness estimates

the portion if any of the balance that will not be collected At April 30 2014

management considers all amounts collectible

Securities held Securities inventory are valued using level inputs based on

unadjusted quoted market prices within active markets level inputs based

primarily on quoted prices for similar assets or liabilities in active or inactive

markets and level inputs based on present value techniques using inputs derived

principally or corroborated from market data Values using level inputs were primarily

valued using managements assumption about the assumptions market participants

would utilize in pricing the asset or liability Valuation techniques utilized to determine

fair value are consistently applied Changes in the fair values are recognized currently as

unrealized gains or losses and included in revenue

-4-



CRONIN CO INC

NOTES TO FINANCIAL STATEMENTS

Revenue recognition

Trading Firm trading securities held for resale including securities owned and

any securities sold and not yet purchased are valued at fair market and

unrealized gains and losses are reflected in revenues

Underwriting Underwriting revenues and fees from advisory assignments are

recorded when the underlying transaction is settled under the terms of the

engagement

Commission Commission income and related expenses for security

transactions are recognized on the trade date basis

Interest income Interest income related to fixed income securities owned is

accrued as of April 30 2014 and 2013 and is included in interest receivable

Property and equipment Property and equipment are recorded at cost Expenditures

for renewals and betterments are capitalized Repairs and maintenance are charged to

expense When items are disposed of the cost and accumulated depreciation are

eliminated from the accounts and any gain or loss is reflected in the results of

operations

Depreciation and amortization Depreciation and amortization of furniture and

equipment is computed on the straight-line
method over estimated useful lives of to

years Depreciation expense was $3460 and $5281 for the years ended April 30 2014

and 2013 respectively

Income taxes Deferred taxes are provided on liability method whereby deferred tax

assets are recognized for deductible temporary differences and operating loss

carryforwards 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 valuation

allowance when in the opinion of management it is more likely than not that some

portion or all of the deferred tax assets will not be realized Deferred tax assets and

liabilities are adjusted for the effects of changes in tax laws and rates on the date of

enactment Deferred taxes result principally from the difference in recognition of

investment income and compensation for financial statement and tax reporting purposes

and net operating loss carryforwards for tax reporting purposes

The Company recognizes liability for uncertain tax matters using more likely than

not threshold Uncertain tax positions are identified and evaluated based on the

likelihood that the position will be sustained after scrutiny by the applicable taxing

authority

When tax positions do not meet the more likely than not threshold cumulative

probability assessment is performed in the aggregate to determine the estimated tax

liability for all uncertain tax positions Interest and penalties assessed if any are

accrued as income tax expense The Company does not believe it has any tax positions

-5-



CRONIN CO INC

NOTES TO FINANCIAL STATEMENTS

at April 30 2014 that would not meet the more likely than not threshold for uncertain

tax positions

Use of estimates The preparation of financial statements in conformity with accounting

principles generally accepted in the United States requires management to make

estimates and assumptions that affect the amounts reported in the financial statements

and accompanying notes Actual results could differ from those estimates

Recently issued pronouncements On July 18 2013 the Financial Accounting

Standards Board issued Accounting Standards Update ASU No 2013-11 Presentation

of an Unrecognized Tax Benefit When Net Operating Loss Cariyfotward Similar Tax

Loss or Tax Credit Carryfoiward Exists which requires an entity to present an

unrecognized tax benefit as reduction of deferred tax asset for net operating loss

NOL carryforward or similartax loss or tax credit carryforward rather than as liability

when the uncertain tax position would reduce the NOL or other carryforward under

the tax law of the applicable jurisdiction and the entity intends to use the deferred tax

asset for that purpose This accounting standard update is effective for the Company for

the year ended April 30 2014 The adoption of this accounting standard did not have

material impact on its financial statements

Other pronouncements issued by the FASB or other authoritative accounting standards

groups with future effective dates are either not applicable or are not expected to be

significant to the Company

Subsequent events policy In accordance with the FASBs authoritative guidance for

subsequent events which establishes general standards of accounting for and disclosure

of events that occur after the balance sheet date but before financial statements are

issued the Company evaluated all events or transactions that occurred after the balance

sheet date of April 30 2014 through June 19 2014 the date which the financial

statements were available to be issued

Receivable payable to clearing organization

The Company clears its proprietary and customer transactions through clearing broker

on fully disclosed basis The amount payable to the clearing organization relates to the

aforementioned transactions and is collateralized by securities owned by the Company

-6-



CRONIN CO INC

NOTES TO FINANCIAL STATEMENTS

Securities inventory

The following is summary of the fair value of major categories of securities owned and

available for sale as of April 30 2014 and 2013

Securities

Available for

Sale

April 30 2014

Municipal bonds

April 30 2013

Municipal bonds

Fair value measurements

10551867

11944574

ASC Topic 820 establishes hierarchal disclosure framework which prioritizes and ranks

the level of market price observability used in measuring assets and liabilities at fair value

Market price observability is affected by number of factors including the type of

investment the charactenstics specific to the investment and the state of the marketplace

including the existence and transparency of transactions between market participants

Assets and liabilities with readily available active quoted prices or for which fair value can

be measured from actively quoted prices in an orderly market generally will have higher

degree of market price observability and lesser degree of judgment used in measuring

fair value ASC Topic 820 establishes three-level valuation hierarchy for inputs used in

measuring fair value that maximizes the use of observable inputs and minimizes the use of

unobservable inputs by requiring that the most observable inputs be used when available

Observable inputs are inputs that market participants would use in pricing the asset or

liability developed based on market data obtained from sources independent of the

Company Unobservable inputs are inputs that reflect the Companys assumptions about

the assumptions market participants would use in pricing the asset or liability developed

based on the best information available in the circumstances Fair value is defined as the

price that would be received to sell an asset or paid to transfer liability i.e the exit

price in an orderly transaction between market participants at the measurement date

-7-



CRONIN CO INC

NOTES TO FINANCIAL STATEMENTS

The hierarchy is broken down into three levels based on the observability of inputs as

follows

Level Valuations based on quoted prices in active markets for identical assets

or liabilities that the Company has the ability to access Valuation adjustments

and block discounts are not applied to Level instruments Since valuations are

based on quoted prices that are readily and regularly available in an active

market valuation of these products does not entail significant degree of

judgment

Level Valuations based on one or more quoted prices in markets that are not

active or for which all significant inputs are observable either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the

overall fair value measurement

The availability of observable inputs can vary by types of assets and liabilities and is

affected by wide variety of factors including for example whether the investment is

established in the marketplace the liquidity of markets and other characteristics

particular to the transaction To the extent that valuation is based on models or inputs

that are less observable or unobservable in the market the determination of fair value

requires more judgment Accordingly the degree of judgment exercised by

management in determining fair value is greatest for assets and liabilities categorized in

Level

Fair values of assets and liabilities measured on recurring basis at April 30 2014 and

2013 are as follows

Fair Value Level

April 30 2014

Municipal bonds 10551867
Total securities _______________ ___________

inventory 10551867

April 30 2013

11944574Municipal bonds

Total securities

inventory 11944574

Level Level

10551867

10551867

11944574

11944574

-8-



CRONIN CO INC

NOTES TO FINANCIAL STATEMENTS

Fair value is based on recent trade data and other relevant factors including dealer price

quotations and third-party pricing services which take into consideration time value

liquidity credit and volatility factors underlying the securities The Company has not

changed its methodology in estimating fair value from prior periods There were no

transfers between Level Level and Level during the years ended April 30 2014 or

2013

Property and equipment

The following is summary of property and equipment

April 30

2014 2013

Furniture and equipment 226584 241546

Less accumulated depreciation 209806 221308

Total property and equipment 16778 20238

Equity

During the year ended April 30 2014 the Company issued 10 shares of common stock

to four of its stockholders for approximately $3500 in cash During the year ended April

30 2013 the Company issued shares of common stock to three of its stockholders for

approximately $3000 in cash

Incometaxes

The components of the provision for federal and state income taxes are as follows

Years Ended April 30

2014 2013

Current income taxes

Federal income taxes

State and local income taxes 7600 12000

Total current income tax expense 7600 12000

Deferred income taxes

Federal income taxes 35000 47000

State and local income taxes 3000 1000
Valuation allowance 35000 63000

Total deferred income tax expense 3000 15000

Total income tax expense benefit 10600 27000

-9-



CRONIN CO INC

NOTES TO FINANCIAL STATEMENTS

Income taxes continued

The Company earned $213100 and $236800 of municipal bond interest during the

years ended April 30 2014 and 2013 respectively which is exempt from US taxation

The components of deferred income taxes included on the balance sheet are as follows

April 30

Accrued compensation and benefits

Net operating loss carryforward

Property and equipment

Deferred tax asset valuation allowance

Total deferred income taxes

2014 2013

14000 15000

105000 60000

2000 14000

117000 82000

4000 7000

The Company has federal net operating loss carryforward of $300000 as of April 30

2014 which will begin to expire in 2032 The Company has provided valuation

allowance for its tax benefit that could result from the utilization of the loss carry forward

because it does not currently believe that it will have sufficient federal taxable income to

benefit from the deduction

The Company files tax returns in the United States federal jurisdiction and in various

state jurisdictions where it is required to do so Uncertain tax positions include those

related to tax years that remain subject to examination The companys federal and state

tax returns are generally open for examination for three years after the date of filing

including extensions

The Company conducts its operations in leased facilities The non-cancelable lease

agreement provides for monthly rental payments over the lease term in amounts ranging

between $7600 and $8600 plus proportionate share of the buildings operating

expenses Rent expensed under this arrangement was $203000 and $143300 for the

years ended April 30 2014 and 2013 respectively The lease expires on November 30

2016

Commitments and contingencies

-10-



CRONIN CO INC

NOTES TO FINANCIAL STATEMENTS

The Company is also obligated under various operating leases for office equipment

The leases have varying terms expiring through May 2016 Aggregate payments under

these leases amount to $16000 per month Rents expensed under these arrangements

were $257000 and $243000 for the years ended April 30 2014 and 2013 respectively

Future minimum lease payments which must be made under noncancellable lease

agreements are

Years Ending April 30

2015 110100

2016 113000

2017 73700

Total minimum lease payments 296800

Customer transactions

The Company does not hold customer funds or securities Accordingly the Company is

exempt from the requirement to maintain Special Reserve Account for the Exclusive

Benefit of Customers under provisions of SEC Rule 5c3-3 based on Paragraph K2ii
of that rule

10 Net capital requirements

The Company is subject to the Securities and Exchange Commissions uniform net

capital rule Rule 15c 3-1 which requires the maintenance of minimum amount of net

capital and requires that the ratio of aggregate indebtedness to net capital both as

defined shall not exceed 15-to-I The rule also provides that equity capital may not be

withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to

At April 30 2014 the Company had net capital and net capital requirements of

$3251000 and $250000 respectively The Companys net capital ratio was .25 to

11 Employee benefit plans

401k salaried savings and profit sharing plan The Companys 401k salaried

savings and profit sharing plan the Plan covers substantially all employees The Plan

allows participants to make contributions of up to 15% of their compensation not to

exceed statutory limits as provided by the Internal Revenue Code The Company

matches 25% of each participants contribution to the Plan

11



CRONIN CO INC

NOTES TO FINANCIAL STATEMENTS

The Company may also make additional 401k and profit sharing contributions at the

discretion of the board of directors The Companys 401k match and discretionary

contribution totaled $45418 and $39500 for the years ended April 30 2014 and 2013

respectively In addition as of April 30 2014 and 2013 the Company accrued profit

sharing contributions of $210600 and $236600 respectively

Employee stock purchase program The Company has an employee stock purchase

program available to all employees who have been employed by the Company for at

least two years are employed by the Company for more than five months in any

calendar year and own less than 5% of the total combined voting power or value of all

classes of stock Under the program employees could elect to withhold up to 15% of

their after-tax annual compensation on an annual basis to purchase the Companys

common stock The purchase price of share of common stock purchased by

participant is equal to 90% of the lesser of the book value on May or the first day the

participant becomes eligible if they are not eligible on May or the book value on the

purchase date which is the last day of the quarter

Participants in the program may discontinue payroll deductions at any time and have

previously deducted funds returned to them Also upon termination of employment the

Company has the right to redeem all common stock held by the terminated employee at

price equal to the book value of the stock on the date of the participants termination

The Company has reserved 18000 shares for issuance under the Plan During the

years ended April 30 2014 and 2013 the Company issued ten shares and eight shares

at price of $456.19 and $445.66 per share respectively

12 Cash flow disclosures

The following is summary of supplemental cash flow information

Years Ended April 30

2014 2013

Cash paid

Interest 48700 54000

Income taxes 9200 7300

Noncash financing activities

Disposal of fully depreciated equipment 15000

-12-
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To the Board of Directors of Cronin Co Inc

Minneapohs Minnesota

In accordance with Rule 17a5e4 under the Securities Exchange Act of 1934 we have performed

the procedures enumerated below with respect to the accompanying Schedule of Assessment and

Payments Assessment Reconciliation Form SIPCJ to the Securities Investor Protection

Corporation SIPC for the year ended April 30 2014 which were agreed to by Cronin Co Inc and

the Securities and Exchange Commission Financial Industry Regulatory Authority Inc SIPC and other

designated examining authority or specified parties of report solely to assist you and the other

specified parties in evaluating Cronin Co Inc compliance with the applicable instructions of the

General Assessment Reconciliation Form SIPC-7 Cronin Co Inc management is responsible for

the Cronin Co Inc compliance with those requirements This agreedupon 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 purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X17A-5 for the year ended April 30

2014 with the amounts reported in Form SIPCJ for the year ended April 30 2014 noting no

differences

Compared any adjustments reported in Form SIPC-7 and in the related schedules and working

papers supporting the adjustments noting no differences and

Proved the arithmetical accuracy of the calculations reflected in Form SIPC7 and in the related

schedules and working papers supporting the adjustments noting no differences and

Compared the amount of any overpayment applied to the current assessment with the Form

SIPC7 on which it was originally computed noting no differences

We were not engaged to and did not conduct an examination the objective of which wou 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 h3ve 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

Minneapolis Minnesota

June 19 2014



CRONIN CO INC

SCHEDULE OF SECURITIES PAYMENTS AS INVESTOR PROTECTION

CORPORATION

The Period May 2013 to April 30 2014

Schedule of Assessment Payments

General assessment 12473

Less payments made
Date Paid Amount

11/15/2013 5759 5759
5/31/2014 6714 6714

Interest on late payments

Total assessment balance and interest due

Schedule of Assessment

Revenues

Financial advisory 5036823

Interest income 47818

SIPC net operating revenues 4989005

Generalassessment@.0025 12473


