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OATH OR AFFIRMATION

], G. Cook Jordan, Jr. , swear (or affirm) that, to the best of

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

Jordan, Knauff & Company , as
of December 31 ,2016 , are true and correct. I 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:

. , N
) Sig{ytlre U d
Managing Principal

SIAAOSTUNNS NOISSIINOD AM
SIONITH 40 3LVIS - 218N ANVION
WGV QIAVA

Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

@ (c) Statement of Income (Loss).

[0 (d) Statement of Changes in Financial Condition.

X1 (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

[0 () Statement of Changes in Liabilities Subordinated to Claims of Creditors.

X (g) Computation of Net Capital.

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

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

d () 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.

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

Xl (1) An Oath or Affirmation.

[0 (m) A copy of the SIPC Supplemental Report.

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

**Fop conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm

Board of Directors
Jordan, Knauff & Company

We have audited the accompanying statement of financial position of Jordan, Knauff &
Company (the Company) as of December 31, 2016, and the related statements of operations,
changes in members’ capital, changes in liabilities subordinated to claims of general creditors,
and cash flows for the year then ended. These financial statements are the responsibility of the
Company’s management. Qur responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). 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 includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Jordan, Knauff & Company as of December 31, 2016, 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.
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The computation of net capital under Rule 15¢3-1 of the Securities and Exchange Commission
and the computation for determination of reserve requirements and information relating to
possession and control requirements under Rule 15¢3-3 of the Securities Exchange Act of 1934
have been subjected to audit procedures performed in conjunction with the audit of the
Company’s financial statements. The supplemental information is the responsibility of the
Company’s management. Our audit procedures included determining whether the supplemental
information reconciles to the financial statements or the underlying accounting and other records,
as applicable, and performing procedures to test the completeness and accuracy of the
information presented in the supplemental information. In forming our opinion on the
supplemental information, we evaluated whether the supplemental information, including its
form and content, is presented in conformity with Rule 17 C.F.R. §240.17a-5. In our opinion, the
supplemental information is fairly stated, in all material respects, in relation to the financial
statements as a whole.

OtoiBpisionBensc i Qoma, b,

Chicago, Illinois
February 27, 2017



JORDAN, KNAUFF & COMPANY

(A LIMITED LIABILITY COMPANY)
STATEMENT OF FINANCIAL POSITION

December 31, 2016

ASSETS

Current assets:

Cash and cash equivalents $ 385,424
Accounts receivable 225,142
Prepaid expenses 44,454
Total current assets 655,020
Property and equipment:
Furniture and equipment 179,492
Leasehold improvements 82,180
261,672
Less accumulated depreciation 248,053
Property and equipment, net 13,619
Other asset:
Artwork 9,550
Total assets $ 678,189

See notes to financial statements.



JORDAN, KNAUFF & COMPANY
(A LIMITED LIABILITY COMPANY)
STATEMENT OF FINANCIAL POSITION (CONTINUED)

December 31, 2016

LIABILITIES AND MEMBERS’ CAPITAL

Current liabilities:

Accounts payable and accrued expenses $ 154,432
Deferred rent 753
Total current liabilities 155,185

Other liabilities:

Notes payable, members 300,000
Total liabilities 455,185
MEMBERS' CAPITAL 223,004
Total liabilities and members’ capital $ 678,189

See notes to financial statements.



JORDAN, KNAUFF & COMPANY
(A LIMITED LIABILITY COMPANY)

STATEMENT OF OPERATIONS

Year ended December 31, 2016

Revenue:
Fees $ 1,058,083
Expense reimbursement 72,333
Interest 102

Tatal revenue 1,130,518

Operating expenses:
Salaries 530,100
Payroll taxes ' 32,650
Accounting fees 74,600
Deal support - consultants 69,064
Depreciation 4,103
Dues and subscriptions 14,745
Guaranteed payments to member 255,000
Insurance - other 8,754
Legal and professional 26,724
Marketing and advertising 54,182
Medical insurance 38,136
Miscellaneous 47,919
Office supplies 15,100
Outsourced administration 32,967
Printing and reproduction 18,992
Rent 165,553
Telecommunications 28,188
Travel and entertainment 105,286

Total operating expenses 1,522,063

Operating income (391,545)

Other expense:
Interest expense (36,786)

Net loss $  (428,331)

See notes to financial statements.




JORDAN, KNAUFF & COMPANY

(A LIMITED LIABILITY COMPANY)
STATEMENT OF CHANGES IN MEMBERS’ CAPITAL

Year ended December 31, 2016

Members’ capital:

Balance, beginning of year $ 651,335
Net loss (428,331)
Balance, end of year $ 223,004

See notes to financial statements.



JORDAN, KNAUFF & COMPANY

(A LIMITED LIABILITY COMPANY)
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

Year ended December 31, 2016

Notes payable, members:
Balance, beginning of year $ 300,000
Increase/(decrease) in subordinated notes -

Balance, end of year S 300,000

See notes to financial statements.



JORDAN, KNAUFF & COMPANY

(A LIMITED LIABILITY COMPANY)
STATEMENT OF CASH FLOWS

Year ended December 31, 2016

Cash flows from operating activities:

Net loss $ (428,331)
Adjustments to reconcile net loss to net cash
equivalents provided by operating activities:
Depreciation 4,103
Deferred rent (3,332)
(Increase) decrease in operating assets:
Accounts receivable 236,054
Prepaid expenses 30,466
Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses 30,905
Net cash and cash equivalents used in operating activities (130,135)
Cash flows from investing activities:
Purchase of furniture and equipment (5,254)
Net cash and cash equivalents used in investing activities (5,254)
Decrease in cash and cash equivalents (135,389)
Cash and cash equivalents, beginning of year 520,813
Cash and cash equivalents, end of year S 385,424

See notes to financial statements.



JORDAN, KNAUFF & COMPANY

(A LIMITED LIABILITY COMPANY)
NOTES TO FINANCIAL STATEMENTS

1. Nature of business and summary of significant accounting policies
Operations:

Jordan, Knauff & Company (the Company) is an [llinois limited liability company, with a perpetual
operating life, formed in March 2001 for the purposes of conducting investment banking and
company financing. The liability of each member is limited to their capital account balance in the
Company. The Company is focused on providing services to companies in the lower middle-
market throughout the United States. This typically includes companies with revenues between
$10.0 million and $150.0 million and EBITDA between $1.0 million and $15.0 million. The firm
engages in four primary lines of business. The first of these is acquisition advisory, which involves
assignments to help a company or a private equity firm acquire another company. The second
type of engagement consists of business sale assignments, in which the firm markets a company
for sale to private equity investors, strategic buyers and others. Private placement of debt and
equity capital represents the firm’s third line of business. Typically, private equity firms and large
banks are approached with the opportunity to deploy capital in the companies represented by
the Company. The fourth and final service area is a highly specialized subset of acquisition
advisory, known as an Industry Development Project (IDP). Through an IDP, the Company is
retained by private equity investors, capital providers or strategic buyers to source opportunities
for clients to deploy capital.

The Company is registered with the Securities and Exchange Commission (SEC) and is a member
of the Financial Industry Regulatory Authority (FINRA).

The Company operates under the provisions of Paragraph (k)(2)(i) of Rule 15¢3-3 of the Securities
Exchange Act of 1934 and, accordingly, is exempt from the remaining provisions of that Rule.
Essentially, the requirements of Paragraph (k)(2)(i) provide that the Company clear all
transactions on behalf of customers on a fully disclosed basis with a clearing broker-dealer and
promptly transmit all customer funds and securities to the 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.

Cash and cash equivalents:

The Company considers all highly liquid debt instruments purchased with an initial maturity of
three months or less to be cash equivalents.



JORDAN, KNAUFF & COMPANY

(A LIMITED LIABILITY COMPANY)
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. Nature of business and summary of significant accounting policies (continued)
Accounting 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 and disclosures. Accordingly, actual results could
differ from those estimates.

Revenue recognition:

The Company’s revenue is derived primarily from providing investment banking services and
from expense reimbursement for costs incurred in providing those services. Investment banking
fees are recognized in the period when service is performed.

Accounts receivable:

Accounts receivable are reported at the amount management expects to collect on balances
outstanding at year-end. Management closely monitors outstanding balances and writes off, as
necessary, any balance deemed uncollectible. Accounts receivable at December 31, 2016 are
expected to be fully collected. At December 31, 2016, two clients accounted for 99.6% of total
accounts receivable.

Property and equipment and related depreciation and amortization:

Property and equipment are recorded at cost. Depreciation is provided by the straight-line
method over the useful lives of the assets. Leasehold improvements are amortized ratably over
the lesser of the life of the improvement or term of the lease.

Deferred rent:

The Company’s operating lease agreement for its office space contains provisions for future rent
increases and a period of rent abatement. The Company records monthly rent expense equal to
total payments due over the lease term, divided by the number of months in the lease term. The
difference between rent expense recorded and the amount paid is credited or charged to
“Deferred rent” which is reflected as a separate line item in the accompanying statement of
financial condition.
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JORDAN, KNAUFF & COMPANY

(A LIMITED LIABILITY COMPANY)
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. Nature of business and summary of significant accounting policies (continued)

Income taxes:

The Company is treated as a partnership for federal income tax purposes. Accordingly, the
Company’s earnings and losses are included in the members’ personal income tax returns.

2. Notes payable, members

The following is a summary of unsecured and subordinated notes payable, members:

December 31, 2016

Note dated November 30, 2011, due November 30, 2018, interest at 12% (Note 3)  $200,000
Note dated November 30, 2011, due November 30, 2018, interest at 12% (Note 3) 100,000

Total $300,000

Interest expense was $36,000 for the year ended December 31, 2016. Accrued interest of
$144,000 is included in accounts payable and accrued expenses at December 31, 2016.

3. Liabilities subordinated to claims of general creditors and secured demand notes
receivable

The Company had $300,000 in borrowings subordinated to claims of general creditors at
December 31, 2016, which consist of subordinated loans from members maturing on November
30, 2018 (see Note 2).

Subordinated shareholder borrowings are available in computing adjusted net capital under the
minimum capital requirements. To the extent that such borrowings are required for the
Company’s continued compliance with minimum net capital requirements, they may not be
repaid.

No interest was paid to members in the year ended December 31, 2016.

The Financial Industry Regulatory Authority (FINRA), the Company’s Designated Self-Regulatory
Organization, has approved these borrowings as acceptable regulatory capital. These liabilities
are subordinated to the claims of the present and future general creditors and the loan
agreements provide that the notes cannot be repaid if such repayments will cause the Company
to fail to meet the financial requirements established by the SEC.
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JORDAN, KNAUFF & COMPANY

(A LIMITED LIABILITY COMPANY)
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

4, Letter of credit

In compliance with the Company’s office lease (Note 5), the Company was required to maintain
an Irrevocable Standby Letter of Credit in the aggregate amount of $12,000 through July 2016.
This lapsed after July 2016 as it was no longer required. No amount has been drawn down during
the year ended December 31, 2016.

5. Office lease

The Company leased office space in downtown Chicago under an operating lease which expired
on May 31, 2016. On April 26, 2016, the lease was extended for one additional period of two
years commencing on June 1, 2016 and ending on May 31, 2018. The lease requires annual 3%
base rent increases on June 1% of each year. In addition to base rent, the Company is also
responsible for its pro-rata share of common building operating costs and real estate taxes.

Rent expense, including operating costs and real estate taxes, for the year ended December 31,
2016 was $165,553. This amount includes rent expense of $11,818 which was reimbursed by an

affiliate.

The future minimum base rent payments are as follows:

Year ending December 31: Amount
2017 S 87,557
2018 36,930
Total S 124,487
6. Net capital requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to
net capital, both as defined, shall not exceed 15 to 1 or shall not exceed 8 to 1 for twelve months
after commencing business as a broker-dealer. 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 December 31, 2016, the Company had net capital of $230,239, which was $225,239 in excess
of its required net capital of $5,000. At December 31, 2016, the Company'’s net capital ratio was
.05to 1.
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JORDAN, KNAUFF & COMPANY

(A LIMITED LIABILITY COMPANY)
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

7. Concentration of credit risk

The Company maintains cash in bank accounts which, at times, may exceed federally-insured
limits. At December 31, 2016, cash in excess of these limits totaled approximately $200,000. The
Company has not experienced any losses in such accounts. Management believes that the
Company is not exposed to any significant credit risk on cash.

8. Employee retirement plan

The Company maintains a 401(k)/profit-sharing plan covering all employees and members who
meet eligibility requirements. The plan allows employees and members to make voluntary
contributions within stated limits set by the plan for which maximum amounts are subject to
Internal Revenue Service statutory limitations. The plan provides for discretionary matching and
discretionary profit-sharing contributions. There were no discretionary matching or discretionary
profit-sharing contributions approved for the year ended December 31, 2016.

9. Related party transactions

The Company had an agreement, effective March 1, 2012, to provide strategic, acquisition and
management advisory services, corporate and administrative support services and investment
banking services to an affiliate. This agreement was terminated on March 31, 2016 and replaced
with a new agreement, effective April 1, 2016, for management, administration and advisory
services to an affiliate. These agreements call for fixed monthly payments plus additional
contingent fees. Under the agreements, fees from the affiliate totaled $430,703 and amounts
due from the affiliate totaled $211,392 at December 31, 2016. These amounts are included in fee
revenue and accounts receivable, respectively. Additionally, expenses reimbursed from affiliate
totaled $44,568 and are included in expense reimbursement revenue.

10. Subsequent events

Management of the Company has reviewed and evaluated subsequent events from December
31, 2016, the financial statement date, through February 27, 2017, the date the financial
statements were available to be issued. No events have occurred in this period that would be
required to be recognized and/or disclosed in these financial statements as required by generally
accepted accounting principles.
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JORDAN, KNAUFF & COMPANY
(A LIMITED LIABILITY COMPANY)
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE SECURITIES EXCHANGE ACT OF 1934

December 31, 2016
Total members’ capital S 223,004
Additions:

Liabilities subordinated to claims of general creditors 300,000

Deductions and/or charges:
Nonallowable assets:

Accounts receivable S 225,142

Property and equipment, net 13,619

Prepaid expenses 44,454

Artwork 9,550 292,765
Net capital 230,239
Minimum net capital requirement 5,000
Excess net capital S 225,239

Aggregate indebtedness:
Accounts payable S 10,432

Ratio of aggregate indebtedness to net capital : 05t01

Reconciliation with Company’s computation of minimum capital requirements:
Net capital, as report in the Company’s X-17A-5 S 222,531
Change in other charges against capital 7,708

Net capital per above S 230,239




JORDAN, KNAUFF & COMPANY
(A LIMITED LIABILITY COMPANY)
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS AND INFORMATION
RELATING TO THE POSSESSION AND CONTROL REQUIREMENTS UNDER RULE 15¢3-3 OF THE
SECURITIES EXCHANGE ACT OF 1934

YEAR ENDED DECEMBER 31, 2016

The Company does not clear securities transactions or take possession or control of securities for
customers and, therefore, is exempt from the possession or control and reserve requirements of
Rule 15¢3-3 paragraph (k)(2)(i) under the Securities Exchange Act of 1934.
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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.

OstmiisisinBea $ Qtreme, .

Chicago, Illinois
February 27,2017
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JORDAN KNAUFF & CO
EXEMPTION REPORT
SEC Rule 17a-5(d}(4)

The below information is designed to meet the Exemption Report criteria pursuant to SEC Rule 17a-
| 5(d)(4):

e JORDAN KNAUFF & CO is a broker/dealer registered with the SEC and FINRA.

e JORDAN KNAUFF & CO claimed an exemption under paragraph (k)(2)(i) of Rule 15c¢3-3 for the
f fiscal year ended December 31, 2016

e JORDAN KNAUFF & CO is exempt from the provisions of Rule 15¢3-3 because it meets conditions
set forth in paragraph (k)(2)(i) of the rule, of which, the identity of the specific conditions are as
follows:

» The provisions of the Customer Protection Rule shall not be applicable to a broker or
dealer who, carries no margin accounts, promptly transmits all customer funds and
delivers all securities received in connection with its activities as a broker or dealer, does
not otherwise hold funds or securities for, or owe money or securities to, customers and
effectuates all finandial transactions between the broker or dealer and its customers
through one or more bank accounts, each to be designated as “Special Account for the
Exclusive Benefit of Customers of (name of the broker or dealer).”

e JORDAN KNAUFF & CO has met the identified exemption provisions throughout the fiscal year
ended December 31, 2016 without exception,

e JORDAN KNAUFF & CO has not recorded any exceptions to the exemption for the fiscal year
ended December 31, 2016.

The above statement is true and correct to the best of my and the Firm’s knowledge.

Signed: . | Date: 2 ’27'/7

Cook Jordan




