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JAMES W, KORTH 800-454-1628

{Area Code ~ Telephore Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

GOLDSTEIN, ZUGMAN, WEINSTEIN & POOLE, LLC
(Name ~ if individual, state tass, firsy, middle name)

701 W. CYPRESS CREEK RD., SUITE #300 FORT LAUDERDALE FL 33309
{Address) {City} {State) (Zip Code)
CHECK ONE:

Kl Certified Public Accountant
[ Public Accountant

[J Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY
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OATH OR AFFIRMATION -

L, JAMES W. KORTH ) , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
J. W.KORTH & CO. LIMITED PARTNERSHIP , as
of DECEMBER 31 ' ,20 13 , are true and correct. 1 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 a customer, except as follows: ' .
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This report ** contains (check all applicabie 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.

() 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.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

m (0) Independent Auditors’ Report on Internal Control.
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).

O 0 O00B0E8EELE



.\\:

SAFR bobuoyns Mt -0 zatnpl Al Ples ME bl \tp'\'wuk-\ (e

[ - o 2 . ce e L 4 e . R
BAN (‘-\l.‘.})"ﬂ\)t}-'\ y ﬁu‘ﬂ;&i \na\sl):'\‘:‘ L3S A 0L Theinessals

A‘k‘)‘l (\)a nu.‘\ \‘\)\\) Ly )h WD G100 dFE - (T cCER Ay

AN

.——-——""-r-
.‘. . _:‘ g'; ,"\ . \, , . .”:-...\ ..‘ ”
- VR . LN
\, ‘ A SSUORAM A PR RN
e’ o 3 w3 3 ahrzamods oy Lo
- c"“.&:sn. 2amsey " &‘Lu ]
. WG PR T w3 B

) tws'\k ARECOIL
-~ SN TE \

|



J. W. KORTH & COMPANY LIMITED PARTNERSHIP
AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
AND INDEPENDENT AUDITORS’ REPORT
YEAR ENDED DECEMBER 31, 2013



J. W. KORTH & COMPANY LIMITED PARTNERSHIP
AND SUBSIDIARIES
TABLE OF CONTENTS
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2013
AND FOR THE YEAR THEN ENDED

PAGE
INDEPENDENT AUDITORS' REPORT
FINANCIAL STATEMENT 12
Consolidated Statement of Financial Condition 3

Notes to Consolidated Financial Statement 4-9



701 West Cypress Creek Road

i GOLDSTEIN, ZUGMAN, ' | Sule 30
| WEINSTEIN & POOLE, LLC | P ot 45,3919

Certified Public Accountants and Consultants : Paim Baach 561.393.0411
Miami-Dade 305.947.7717

Fax 854.351.9019

sdminBgzwpcpa.com

February 21, 2014
INDEPENDENT AUDITORS' REPORT

Board of Directors

J. W. Korth & Company Limited Partnership
and Subsidiaries

Lansing, Michigan

Report on the Consolidated Financial Statement

We have audited the accompanying consolidated statement of financial condition of J. W. Korth &
Company Limited Partnership and Subsidiaries (the “Partnership®) as of December 31, 2013 that is
filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, and the related notes to the
consolidated financial statement.

Management's Responsibility for the Consolidated Financial Statement

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

Auditors’ Responsibility

Our responsibility is to express an opinion on the consolidated statement of financial condition 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 consolidated financial statement is free of material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated statement of financial condition. The procedures selected depend on the auditors’
judgment including the assessment of the risks of material misstatement of the consolidated statement
of financial condition, whether due to fraud or error. in making those risk assessments, the auditors
consider intemal control relevant to the Parinership's preparation and fair presentation of the
consolidated statement of financial condition 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
Partnership’s intemnal 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 the
consolidated statement of financial condition.
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Board of Directors

J. W. Korth & Company Limited Partnership
and Subsidiaries

February 21, 2014

Page 2

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

Opinion

In our opinion, the consolidated statement of financial condition referred to above presents fairly, in all
material respects, the financial position of J. W. Korth & Company Limited Partnership and
Subsidiaries as of December 31, 2013, in accordance with accounting principles generally accepted in
the United States of America.
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GOLDSTEIN, ZUGMAN,
WEINSTEIN & POOLE, LLC

GOLOSTEIN, ZUGMAN,
AELE WEINSTEIN & POOLE, LLC
Certified Public Accountants and Consultents



J. W. KORTH & COMPANY LIMITED PARTNERSHIP
AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2013

CURRENT ASSETS
Cash and cash equivalents
Deposit with clearing broker
Due from affiliate
Securities owned, at fair value
Due from clearing broker
Accrued interest receivable
Due from partners
Prepaid expenses

Total Current Assets

PROPERTY AND EQUIPMENT, NET OF
ACCUMULATED DEPRECIATION

OTHER ASSETS
Deposits
Goodwill
Total Other Assets

TOTAL ASSETS

CURRENT LIABILITIES

Accounts payable and accrued expenses

Commissions payabie

ASSETS

LIABILITIES

Securities sold, not yet purchased, at fair value

Due to limited preferred partners
Total Current Liabilities
PARTNERS' CAPITAL

TOTAL LIABILITIES AND PARTNERS' CAPITAL

See accompanying notes.

$ 57479
100,000
5,356
1,320,631
301,859
29,542
24,908
—32.724

872,597
6,520

9,824
110,000
119.824

£1.908.941

$ 121,085
87,054
322,537



J. W. KORTH & COMPANY LIMITED PARTNERSHIP
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE 1- NATURE OF BUSINESS

NOTE 2 -

J. W. Korth & Company Limited Partnership is a securities broker dealer registered with the
Securities Exchange Commission and the states of Michigan, Florida, and various other
states and a registered investment adviser under the Investment Advisers Act of 1940. The
Partnership is a licensed member of the Financial Industry Regulatory Authority (FINRA)
and the Securities Investor Protection Corporation. Unless sooner terminated by law or as
provided in the limited partnership agreement, the Partnership will terminate on December
31, 2040.

The Partnership has entered into a membership agreement with the FINRA under which it
is exempt from the provisions of the Securities and Exchange Commission’s Rule 15¢3-3
pursuant to paragraph (k)(2)(ii). As such, the Partnership must clear all transactions with
and for customers on a fully disclosed basis with a clearing broker or dealer and promptly
transmit all customer funds and securities to the clearing broker or dealer. The Partnership
must refrain from holding customer funds or safe-keeping customer securities.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The accompanying consolidated financial statements include the accounts of the
Partnership, K&L Funds Management, LLC, and Royal Paim Income Fund, LLC (both
wholly-owned subsidiaries of the Partnership). The transactions and balances between the
Partnership and the subsidiaries have been eliminated in consolidation.

BASIS OF ACCOUNTING

The accompanying consolidated financial statements have been prepared on the accrual
basis of accounting, in accordance with accounting principles generally accepted in the
United States of America.

CASH AND CASH EQUIVALENTS

For purposes of the consolidated statement of cash flows, the Partnership considers all
highly liquid debt instruments purchased with a maturity of three months or less to be cash
equivalents.

GOODWILL

FASB ASC 350 requires an annual assessment of the recoverability of goodwill using a
two-step process. The first step of the impairment test involves a comparison of the fair
value of the reporting unit to its carrying value. If the carrying value is higher than the fair
value or there is an indication that impairment may exist, a second step must be performed
to compute the amount of the impairment, if any.

-4-



NOTE 2-

NOTE 3-

J. W. KORTH & COMPANY LIMITED PARTNERSHIP
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
REVENUE RECOGNITION

Securities transactions and related revenues are recorded on a trade date basis and are
normally settied within 30 days.

INVESTMENT ADVISORY INCOME
Investment advisory fees are received quarterly in advance.
DEPRECIATION

Depreciation is provided on a straight-line basis using estimated useful lives of three to
seven years.

ESTIMATES

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles 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 reporting period. Actual results could differ from those estimates.

FAIR VALUE MEASUREMENT

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and
establishes a fair value hierarchy which prioritizes the inputs to valuation techniques. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. A fair value
measurement assumes that the transaction to sell the asset or transfer the liability occurs
in the principal market for the asset or liability or, in the absence of a principal market, the
most advantageous market. Valuation techniques that are consistent with the market,
income or cost approach, as specified by FASB ASC 820, are used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair
value into three broad levels.

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Partnership can access at the measurement date.

» Level 2 inputs are inputs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly or indirectly.



NOTE 3 -

NOTE 4 -

J. W. KORTH & COMPANY LIMITED PARTNERSHIP
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

FAIR VALUE MEASUREMENT (Continued)

+ Level 3 are unobservable inputs for the asset or liability and rely on management's
own assumptions about the assumptions that market participants would use in pricing
the asset or liability. The unobservable inputs should be developed based on the best
information available in the circumstances and may include the Partnership’s own
data.

The asset's or liability's fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques maximize the use of observable inputs and minimize the use of
unobservable inputs.

Valuation Techniques

The Partnership values investments in securities and securities sold, not yet purchased,
that are freely tradable at their last sales price as of the last business day of the year.

The following table presents the Partnership’s fair value hierarchy for those assets and
liabilities measured at fair value on a recurring basis as of December 31, 2013:

Markets for Other Significant
Identical Observable Unobservable
Assets Inputs inputs
Fair Value —(Levell) fevel2) =~ __(Leveld)
December 31, 2013
Assets:
Securities owned
Corporate bonds $1,314,503 $1,314,503
Municipal bonds 8128 — 6,128
Totals $1320631 0 $1.320631 $_0
Liabilities:
Securities sold, not yet purchased
Corporate bonds $ 313,626 $ 313626
Foreign currency 8,911 8911
Totals $.322537 £0 $£.322537 0

SECURITIES SOLD, NOT YET PURCHASED

Securities sold, but not yet purchased, represent obligations of the Partnership to deliver
specified securities at contracted prices, thereby creating an obligation to purchase the
securities in the market at prevailing prices. Consequently, the Partnership’s ultimate



NOTE 4 -

NOTES -

NOTE 6 -

NOTE 7 -

NOTE 8 -

J. W. KORTH & COMPANY LIMITED PARTNERSHIP
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

SECURITIES SOLD, NOT YET PURCHASED (Continued)
obligation to satisfy the sale of securities sold, but not yet purchased, may exceed the

amounts recognized on the consolidated statement of financial position. Securities sold,
not yet purchased, consist of the following at December 31, 2013:

Fair Value

Fixed income securities $ 313,626
Foreign currency 8911
Total $322,537

CLEARING ARRANGEMENT

The Partnership clears on a fully-disclosed basis with RBC Dain Correspondent Services.
Pursuant to the clearing agreement, the Partnership is required to maintain a clearing
deposit of $100,000.

PROPERTY AND EQUIPMENT

Property and equiprhent are summarized as follows:

Equipment $ 25,786
Fumiture and fixtures 34,389
60,175
Less: Accumulated depreciation (53,655)
NET PROPERTY AND EQUIPMENT $ 6520
NET CAPITAL REQUIREMENT

Pursuant to the net capital provisions of Rule 15c3-1 of the Securities Exchange Act of
1934, the Partnership is required to maintain a minimum net capital as defined in such
Rule. At December 31, 2013, the Partnership’s net capital was $921,176, compared with
the required minimum net capital of $100,000. Under the Rule, the ratio of aggregate
indebtedness to net capital shall not exceed 15 to 1. At December 31, 2013, the
Partnership's ratio was .32 to 1.

INCOME TAXES

No provision for federal income taxes is required since the partners report their
proportionate share of partnership- taxable income or loss on their respective income tax
returns. Such income or losses are proportionately allocated to the partners based upon
their ownership interests. '



NOTE 8 -

NOTE9-

NOTE 10-

J. W. KORTH & COMPANY LIMITED PARTNERSHIP
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
' DECEMBER 31, 2013

INCOME TAXES (Continued)

In accordance with FASB ASC 740, management has evaluated uncertain tax positions
taken or expected to be taken in the Partnership's tax returns. In order for a benefit to be
recognized, a tax position must be more-likely-than-not to be sustained when challenged
or examined by the applicable taxing authority. For the year ended December 31, 2013,
the Partnership has no material uncertain tax positions to be accounted for in the financial
statements.

The Partnership's income tax filings are subject to audit by various taxing authorities. The
Partnership’s open audit periods are from December 31, 2010 to December 31, 2013.

COMMITMENTS

The Partnership leases office space in Miami, Florida, Lansing, Michigan, and Oriando,
Florida, under operating leases that expire at various times through 2015.

The following is a schedule of future minimum rental payments required under the terms of
the leases as of December 31, 2013:

2014 $35,575
2015 13,000
Total $48.575

RETIREMENT PLAN

The Partnership maintains a salary reduction simplified employee pension plan which
covers substantially all employees and is qualified under Section 408(k) of the Intemal
Revenue Code. Under this plan, eligible employees are pemitted to contribute up to 25%

. of gross compensation up to a maximum determined by the Intemal Revenue Code.

NOTE 11 -

Partnership contributions to the plan are discretionary and determined by the Managing
Partner. The Partnership contributed approximately $21,000 to the plan for 2013.

CONCENTRATION OF CREDIT RISK

Financial instruments that potentially subject the Partnership to concentrations of credit risk
consist principally of cash and cash equivalents and positions held in securities.

The Partnership transacts proprietary security transactions on a margin basis. In margin
transactions, the Partnership is extended credit by the Partnership's clearing broker,
collateralized by cash and securities in the Partnership’s accounts. Such transactions may
expose the Partnership to significant off-balance-sheet risk.



NOTE 11-

NOTE 12 -

NOTE 13-

NOTE 14 -

J. W. KORTH & COMPANY LIMITED PARTNERSHIP
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

CONCENTRATION OF CREDIT RISK (Continued)

The Partnership maintains a cash balance in a national financial institution. The balance is
insured by the Federal Deposit Insurance Corporation up to $250,000. At December 31,
2013, the Partnership had no uninsured cash balances in financial institutions.

The Partnership deposits its cash with FDIC insured financial institutions and has cash on
deposit with the clearing broker. Although such cash balances may exceed the federally
insured limits, they are, in the opinion of management, subject to minimal risk. Receivables
were substantiaily collected subsequent to year-end and are likewise considered subject to
minimal risk.

INDEMNIFICATIONS

In the normal course of its business, the Partnership indemnifies and guarantees certain
service providers, such as clearing and custody agents, against specified potential losses
in connection with their acting as an agent of, or providing services to, the Partnership. The
maximum potential amount of future payments that the Partnership could be required to
make under these indemnifications cannot be estimated. However, the Partnership
believes that it is unlikely it will have to make material payments under these arrangements
and has not recorded any contingent liability in the consolidated financial statements for
these indemnifications.

The Partnership provides representations and warranties to counterparties in connection
with a variety of commercial transactions and occasionally indemnifies them against
potential losses caused by the breach of those representations and warranties. These
indemnifications generally are standard contractual terms and are entered into in the
normal course of business. The maximum potential amount of future payments that the
Partnership could be required to make under these indemnifications cannot be estimated.
However, the Partnership believes that it is unlikely it will have to make material payments
under these arrangements and has not recorded any contingent liability in the consolidated
financial statements for these indemnifications.

MAJOR CUSTOMERS
For the year ended December 31, 2013, one customer comprised 30% of total revenues.
MANAGEMENT REVIEW

Subsequent events have been evaluated through February 21, 2014, which is the date the
financial statements were available to be issued.



