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Johnson and Associates

Certified Public Accounts

INDEPENDENT AUDITORS REPORT

The Board of Directors of

Janco Partners Inc

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Janco Partners Inc the Company as of

December 31 2013 that is filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the related notes

to the fmancial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation 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

AuditorsResponsibiity

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 the financial statement is 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 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 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

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

Janco Partners Inc as of December 31 2013 in accordance with accounting principles generally accepted in the United

States of America

ç4 --

Highlands Ranch Colorado

February 21 2014

Member of the American Institute of Certified Public Accountants 9304 Wiltshire Dr

Member of the Private Companies Practice Section Highlands Ranch CO 80130

303 906-4458



JANCO PARTNERS INC

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2013

ASSETS

Cash and cash equivalents 27973

Fees receivable 20240

Securities owned at fair value Note 15000

Loans to employees Note 15310

Total assets 78523

LIABILITIES AND SHAREHOLDERS EQUITY

LIABILITIES

Accounts payable and accrued expenses 15308

COMMITMENTS AND CONTINGENCIES Notes and

SHAREHOLDERS EQUITY Note

Common stock $1.00 par value authorized 100000 shares

21085 shares issued and outstanding 21085

Retained earnings 42130

Total shareholders equity 63215

Total liabilities and shareholder equity 78523

The accompanying notes are an integral part of this statement



JANCO PARTNERS INC

NOTES TO FINANCIAL STATEMENTS

NOTE 1- OR GANIZA TION AND SUMMARY OF SIGNIFI CANT CCOUNTING POLICIES

Orjianization and Business

Janco Partners Inc the Company was incorporated on December 1995 as Colorado

Corporation and is engaged in business as securities broker-dealer

The Company under Rule 5c3-3k1 is exempt from the reserve and possession or control

requirements of Rule 15c3-3 of the Securities and Exchange Commission The Company does not carry

or clear customer accounts

Securities Valuation and Revenue Recornition

The Company records securities transactions commission revenue and related expenses on trade date

basis Good faith and expense allowances received by the Company in coimection with its underwriting

activities are deferred and recognized as income as related costs are incurred

The Company values its securities in accordance with Accounting Standards Codification 820 Fair

Value Measurements ASC 820 Under ASC 820 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

In determining fair value the Company uses various valuation approaches ASC 820 establishes fair

value 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 those that market participants would use in pricing the asset or liability

based on market data obtained from sources independent of the Company Unobservable inputs reflect

the Companys assumption about the inputs market participants would use in pricing the asset or

liability developed based on the best information available in the circumstances The fair value hierarchy

is categorized into three levels based on the inputs as follows

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

liabilities that the Company has the ability to access Valuation adjustments and blockage

discounts are not applied to Level securities Since valuations are based on quoted prices that

are readily and regularly available in an active market valuation of these securities does not

entail significant degree of judgment

Level Valuations based on 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



JANCO PARTNERS INC

NOTES TO FINANCIAL STATEMENTS

continued

NOTE 1- ORGA NIZA TIONAND SUMMARY OF SIGNIFICANT CCOUNTINGPOLICIES

continued

Securities Valuation and Revenue Recognition concluded

The availability of valuation techniques and observable inputs can vary from security to security and is

affected by wide variety of factors including the type of security whether the security is new and not

yet established in the marketplace 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 Those estimated values do not necessarily represent

the amounts that may be ultimately realized due to the occurrence of future circumstances that caimot be

reasonably determined Because of the inherent uncertainty of valuation those estimated values may be

materially higher or lower than the values that would have been used had ready market for the

securities existed Accordingly the degree of judgment exercised by the Company in determining fair

value is greatest for securities categorized in Level In certain cases the inputs used to measure fair

value may fall into different levels of the fair value hierarchy In such cases for disclosure purposes the

level in the fair value hierarchy within which the fair value measurement falls in its entirety is

determined by the lowest level input that is significant to the fair value measurement

Fair value is market-based measure considered from the perspective of market participant rather than

an entity-specific measure Therefore even when market assumptions are not readily available the

Companys own assumptions are set to reflect those that market participants would use in pricing the

asset or liability at the measurement date The Company uses prices and inputs that are current as of the

measurement date including during periods of market dislocation In periods of market dislocation the

observability of prices and inputs may be reduced for many securities This condition could cause

security to be reclassified to lower level within the fair value hierarchy

Many cash and over-the-counter OTC contracts have bid-and-ask prices that can be observed in the

marketplace Bid prices reflect the highest price that the marketplace participants are willing to pay for

an asset Ask prices represent the lowest price that the marketplace participants are willing to accept for

an asset For securities whose inputs are based on bid-ask prices the Partnerships valuation policies

require that fair value be within the bid-ask range The Partnerships policy for securities traded in the

OTC markets and listed securities for which no sale was reported on that date are valued at their last

reported bid price if held long and last reported asked price if sold short The Partnership considers

these investments as Level securities for actively traded markets and Level securities for thinly

traded market

The Company values investments in securities and securities sold not yet purchased that are freely

tradable and are listed on national securities exchange or reported on the NASDAQ national market at

their last sales price as of the last business day of the year

Furniture Equipment and Leasehold Improvements

Furniture and equipment are depreciated over their estimated lives of five to seven years while

leasehold improvements are depreciated over the term of the lease



JANCO PARTNERS INC

NOTES TO FINANCIAL STATEMENTS

continued

NOTE 1- ORGA NIZA TION AND SUMMARY OFSIGNIFICANTA CCOUNTINGPOLICIES

concluded

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

Cash and Cash Equivalents

For purposes of cash flows the Company considers money market funds with maturity of three months

or less to be cash equivalents

Income Taxes

The Company is recognized as an S-Corporation by the Internal Revenue Service Its shareholder is

responsible for federal and state income taxes on the Companys taxable income

The Company is required to determine whether tax position is more likely than not to be sustained

upon examination by the applicable taxing authority including resolution of any tax related appeals or

litigation processes based on the technical merits of the position The Company files an income tax

return in the U.S federal jurisdiction and may file income tax returns in various U.S states The

Company is not subject to income tax return examinations by major taxing authorities for years before

2010 The tax benefit recognized is measured as the largest amount of benefit that has greater than

fifty percent likelihood of being realized upon ultimate settlement De-recognition of tax benefit

previously recognized results in the Company recording tax liability that reduces net assets However

the Companys conclusions regarding this policy may be subject to review and adjustment at later date

based on factors including but not limited to on-going analyses of and changes to tax laws regulations

and interpretations thereof The Company recognizes interest accrued related to unrecognized tax

benefits and penalties related to unrecognized tax benefits in income taxes payable if assessed No
interest expense or penalties have been recognized as of and for the year ended December 31 2013



JANCO PARTNERS INC

NOTES TO FINANCIAL STATEMENTS

continued

NOTE 2- COMMITMENTS AND RELA TED PARTY TRANSACTIONS

The Company leases office space from related entity on month to month basis and equipment and

automobiles from unrelated parties under noncancellable operating leases which expired in 2013

Total rental expense of $43204 including the noncancellable leases referred to above was charged to

operations during the year ended December 31 2013 and was paid to related party

The Company has outstanding loans in the amount of $15310 from some of its employees as of

December 31 2013 The loan is non-interest bearing and is due on demand

NOTE 3- NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 5c3-1 of the Securities Exchange Act of 1934 the

Company is required to maintain minimum net capital as defined under such provisions At

December 31 2013 the Company had net capital and net capital requirements of $20368 and $5000

respectively The Companys net capital ratio aggregate indebtedness to net capital was 0.75 to

According to Rule 15c3-1 the Companys net capital ratio shall not exceed 15 to

NOTE 4- FINANCIAL INSTR UMENTS OFF-BALANCE SHEET RISKS AND
CONTINGENCIES

The Company is engaged in various corporate financing activities with counterparties that primarily

include issuers with which the Company has an investment banking assignment In the event

counterparties do not fulfill their obligations the Company may be exposed to risk The risk of default

depends on the creditworthiness of the counterparty or issuer of the instrument It is the Companys

policy to review as necessary the credit standing of each counterparty with which it conducts business

The Companys financial instruments including cash accounts receivable loans to employees accounts

payable accrued expenses are carried at amounts that approximate fair value due to the short-term

nature of those instruments



JANCO PARTNERS INC

NOTES TO FINANCIAL STATEMENTS

concluded

NOTE 5- FAIR VALUE MEASUREMENTS

The Companys assets recorded at fair value have been categorized based upon fair value hierarchy in

accordance with ASC 820 See Note for discussion of the Companys policies

The following table presents information about the Companys assets measured at fair value as of

December 31 2013

Quoted Prices in Significant Significant

Active Markets Other Observable Unobservable

for Identical Assets Inputs Inputs Balance as of

Level Level Level December 31 2013

Assets

Securities owned at fair value 15000 15000

The Company did not have any significant transfers between Level and Level during the year ended

December 31 2013

NOTE 6- SUBSEQUENTEVENTS

The Company has performed an evaluation of subsequent events through the date the financial

statements were issued The evaluation did not result in any subsequent events that required disclosures

and/or adjustments


