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BURCH & COMPANY, INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2020

ASSETS

Cash and cash equivalents 635,052$    

Accounts receivable: 

Advisory, consulting and administrative fees 104,350      

Officer and shareholder 35,977        

Other 8,877          

Prepaid expenses 52,878        

Lease right-of-use asset 31,224        

Property and equipment, net of accumulated depreciation

of $30,011 994             

Total assets 869,352$    

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities:

Accounts payable and accrued liabilities 88,320$      

Commissions and fees payable 100,775      

Payroll liabilities 14,173        

Accrued income taxes payable 33,648        

Operating lease liability 31,224        

PPP loan payable 83,000        

Deferred income taxes 12,724        

Total liabilities 363,864      

Stockholder's equity:

Common stock, $1 par value, 30,000 shares authorized,

1,000 issued and outstanding 1,000          

Additional paid-in capital 38,946        

Retained earnings 465,542      

Total stockholder's equity 505,488      

Total liabilities and stockholder's equity 869,352$    

See the accompanying notes to financial statements.
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BURCH & COMPANY, INC.

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2020

REVENUES

Mergers and acquisitions success fees 14,384,408$  

Advisory and consulting fees 1,207,822      

Administrative fees 435,930         

Other 6,318             

Total revenues 16,034,478    

EXPENSES

Commissions 14,724,314    

Employee compensation and benefits 716,867         

Professional services 140,576         

Lease expense 28,849           

Registration fees, insurance and bonding 204,882         

Office expenses 63,404           

Other administrative expenses 49,408           

Total expenses 15,928,300    

Income before income taxes 106,178         

INCOME TAXES

Current expense 34,448           

Deferred benefit (4,721)            

Net income 76,451$         

See the accompanying notes to financial statements.
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BURCH & COMPANY, INC.

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2020

Additional

Common Paid-in Retained

Stock Capital Earnings Total

Stockholder's equity, beginning of year 1,000$     38,946$   389,091$     429,037$    

Net income -               -               76,451         76,451        

Stockholder's equity, end of year 1,000$     38,946$   465,542$     505,488$    

See the accompanying notes to financial statements.
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BURCH & COMPANY, INC.

STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED DECEMBER 31, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 76,451$      

Adjustments to reconcile net income to

net cash used by operating activities:

Depreciation 1,795          

Deferred tax benefit (4,721)         

Interest added to advances (1,565)         

Noncash amortization of lease right-of-use asset 52,552        

(Increase) decrease in current assets and 

   increase (decrease) in current liabilities:

Success, advisory, and consulting fees receivable (12,618)       

Other receivables (774)            

Prepaid expenses 12,747        
Accounts, commissions and fees payable (31,043)       

Payroll tax liabilities (78,377)       

Income taxes payable 12,241        

Lease liability (52,977)       

Total adjustments (102,740)     

Net cash used by operating activities (26,289)       

CASH FLOWS FROM INVESTING ACTIVITIES

Officer and shareholder advances, net (10,710)       

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds of PPP loan 83,000        

Increase in cash 46,001        

Cash and cash equivalents, beginning of year 589,051      

Cash and cash equivalents, end of year 635,052$    

Supplemental Disclosures:
Income taxes paid during the year 22,207$      

See the accompanying notes to financial statements.
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BURCH & COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2020 
 

 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
  Business Activity 
 

Burch & Company, Inc. (the Company) is a broker-dealer registered with the Securities 
and Exchange Commission and is a member of the Financial Industry Regulatory 
Authority.  The Company is primarily involved in licensing of mergers and acquisition 
professionals to accommodate any securities related to middle market mergers and 
acquisition transactions. 
 
Basis of Accounting 
 
The accompanying financial statements have been prepared on the accrual basis of 
accounting in conformity with accounting principles generally accepted in the United 
States of America (“U.S. GAAP”). 

 
Revenue Recognition 
 
Revenue is measured based on a consideration specified in a contract with a customer. 
The Company recognizes revenue when it satisfies its contractual obligations by 
transferring control over goods or services to a customer.  

Revenue from Contracts with Customers 

Revenue from contracts with customers include merger and acquisition (M&A) success, 
advisory and consulting fees. The recognition and measurement of these revenues is 
based on the assessment of the individual contract terms. Judgment is required to 
determine whether contractual obligations are satisfied at a point in time or over time; 
how to allocate fees where multiple services are identified; and when to recognize 
revenue based on the appropriate measure of the Company’s progress under the contract. 

Recognition of M&A Success, Advisory and Consulting Fees 

The Company has contracts to provide M&A advisory, consulting and transaction-based 
services. The revenue from advisory and consulting services is recognized over time as 
the customer receives the benefit of the services as they are provided. Success fees are 
recognized at the point in time that the M&A transaction is completed, generally the 
closing date of the transaction. 
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BURCH & COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS   

DECEMBER 31, 2020 
 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – CONTINUED 
 

Administrative Fee Revenue 

The Company receives administrative fees under agreements with its independent 
contractor representatives for the use of its platforms and services. This revenue is 
recognized when billed in accordance with the terms of the agreements. 

Success, Advisory, Administrative Fees Receivable, and Allowance for Credit Losses 
 
Effective January 1, 2020, the Company adopted Financial Accounting Standards Board 
(FASB) ASU No. 2016-13, Financial Instruments-Credit Losses (Topic 326): 
Measurement of Credit Losses on Financial Instruments using the modified 
retrospective method. ASU 2016-13 changes the measurement model for determining 
credit losses on most financial instruments, including the Company’s success, advisory 
and administrative fees receivable. The new model requires the recognition of expected 
credit losses upon the initial recognition of the asset in order to reflect the net amount 
expected to be collected. The adoption of the ASU did not result in any restatements to 
previously reported statement of financial condition amounts. 
 
For these receivables, the Company determines the allowance using historical loss 
experience, current conditions, and any reasonable and supportable forecasts that may 
affect the collectability of the remaining cash flows over the contractual term, which is 
generally of a short-term duration. 
 
Based on the results of this determination, management will report the change in the 
amount of expected losses through a charge to earnings and a credit to the allowance.  At 
December 31, 2020 it was determined that no allowance was necessary, and there was 
no allowance at December 31, 2019.  

 
Cash and Cash Equivalents 
 
For purposes of the statement of cash flows, the Company defines cash equivalents as 
demand deposits, money market funds and any highly liquid debt instruments with a 
maturity of three months or less at the time of purchase. Cash equivalents at December 
31, 2020 consist of cash in banks of $434,198 and a money market mutual fund of 
$200,854. 
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BURCH & COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS  

DECEMBER 31, 2020 
 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – CONTINUED  
 

Fair Value Measurements 
 

Fair value is defined as the exchange price that would be received for an asset or paid to     
transfer a liability (an exit price) in the principal or most advantageous market for the 
asset or liability in an orderly transaction between market participants on the 
measurement date. U.S. GAAP also establishes a three-level fair value hierarchy for 
disclosing assets and liabilities measured at fair value based on the inputs used to value 
them. Level 1 inputs are based on quoted prices in active markets for identical assets. 
The Company’s $200,854 money market fund is valued at the closing price reported by 
the fund, is deemed actively traded and considered Level 1 in the hierarchy. 
 
Income Taxes and Tax Positions 
 
Current and deferred income taxes are determined in accordance with FASB ASC Topic 
740.  Under FASB ASC Topic 740, the amount of current and deferred taxes payable or 
refundable is recognized utilizing currently enacted tax laws and rates.  Deferred tax 
expenses or benefits are recognized in the financial statements for the changes in 
deferred tax liabilities or assets between years.  Deferred taxes relate to the use of 
accelerated depreciation methods and the election to expense property acquisitions for 
income tax purposes, and the deduction of certain prepaid expenses for tax purposes 
when paid and writing them off for book purposes over the period benefited. 

 
The components of the deferred tax liability on the statement of financial condition as of 
December 31, 2020 relate to the following: 
 Related Statement 
 of Financial 
      Temporary Difference                                                Condition Account 
Depreciation    $     237                          Property and equipment  
Prepaid expenses   12,487  Prepaid expenses 
  Net deferred tax liability $12,724  
 
The current provision consists of $27,493 of federal and $6,955 of state and local taxes 
due on current year taxable income. 
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BURCH & COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS   

DECEMBER 31, 2020 
 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – CONTINUED  

 
Income Taxes and Tax Positions (continued) 

 
The FASB provides guidance for how uncertain tax positions 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 benefit or expense and liability in the current year.  For the year 
ended December 31, 2020, management has determined that there are no material 
uncertain income tax positions.  The Company’s income tax returns are subject to 
examination by taxing authorities for a period of three years from the date they are filed. 
As of December 31, 2020, the tax returns for the years 2016 to 2019 are subject to 
examination. 

 
Property and Depreciation 
 
Property and equipment at December 31, 2020 consists of the following and is 
depreciated using the straight-line method over the following lives: 
 
  Balance       Lives         
 Office furniture and computer equipment $ 31,005 5 – 10 years 
 Less accumulated depreciation  (30,011) 
  $      994 
          

            Depreciation expense was $1,795 in 2020. 
 

Concentrations-Financial Instruments 
 
Financial instruments that potentially subject the Company to significant concentrations 
consist principally of cash and accounts receivable.  The Company places its cash with 
high credit quality financial institutions which maintain FDIC insurance for deposits up 
to $250,000. At December 31, 2020 the Company had deposits in excess of FDIC 
insurance of $203,435. 
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BURCH & COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS  

DECEMBER 31, 2020 
 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – CONTINUED  
 

Operating Leases 
 
The Company recognizes and measures its operating leases in accordance with FASB 
ASU 2016-02, Leases (Topic 842). For leases with an initial term of over twelve months, 
Topic 842 requires the recognition of lease right-of-use (ROU) assets and lease liabilities 
when a determination is made at inception of the contract that the arrangement is a lease. 
ROU assets represent the Company’s right to use the underlying asset for the lease term 
and the lease liabilities represent the obligation to make the lease payments and are 
recognized at the commencement date based on the present value of the future lease 
payments over the lease term, which includes options to renew if it is reasonably certain 
they will be exercised, using the Company’s incremental borrowing rate as the implicit 
rate in the lease is not known. Lease cost is recognized on a straight-line basis over the 
lease term. 

 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect certain reported amounts and disclosures.  Accordingly, actual results could differ 
from those estimates.  

 
NOTE 2 – NET CAPITAL REQUIREMENTS 
 

The Company is subject to the Securities and Exchange Commission’s Uniform Net 
Capital Rule (Rule l5c3-1), which requires the maintenance of minimum net capital and 
requires that the percentage of aggregate indebtedness to net capital, both as defined, 
shall not exceed 1500%. At December 31, 2020, the Company had net capital of 
$494,894, which was $479,100 in excess of its required net capital of $15,794. The 
percentage of aggregate indebtedness to net capital was 47.87%. 

 
NOTE 3 – RELATED PARTY TRANSACTIONS  
 

Officer and Shareholder Receivables 
 
During 2020, the Company made advances of $774 to an officer and $18,392 to a 
shareholder under 3.5% demand notes.  Repayments on the shareholder note were 
$8,456, and the balances outstanding at December 31, 2020 were $6,564 on the officer 
note and $29,413 on the shareholder note. 
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BURCH & COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS  

DECEMBER 31, 2020 
 

NOTE 3 – RELATED PARTY TRANSACTIONS (CONTINUED)  
 

M&A Securities Group, Inc. 
 
During the year, the Company engaged in various transactions with M&A Securities 
Group, Inc., a related entity. These transactions included the receipt of $50,000 of 
business development fees in accordance with the terms of a recruiting and consulting 
fee agreement, and $30,000 each for shared compliance services and the use of office 
space.  

 
NOTE 4 – LEASES 
 

The Company’s lease for its office space had an initial lease term that ran from August 
1, 2015 to July 31, 2020 and did not contain any renewal options. During 2020, the lease 
was amended to extend the term to July 31, 2021 and contains no renewal options. 
Payments due under the lease include fixed payments and variable payments for the 
Company’s proportionate share of property taxes, insurance, and common area 
maintenance. The variable payments are not included in the amounts used to determine 
the lease liability and are recognized as costs when incurred. The incremental borrowing 
rate used to determine the present value of the lease payments is 3.5%. 
 
The Company also entered into a twelve-month agreement for other office space at a 
monthly rental of $500 that runs from December 31, 2020 to November 30, 2021. 
 

 The components of lease cost for the year ended December 31, 2020 are as follows: 
 
 Operating lease cost       $53,997 
 Variable lease cost           4,352 
            Short-term lease cost                                                                                 500 
  Total lease cost      $58,849 
 
 Supplemental cash flow information as of December 31, 2020 is as follows: 
 
 Cash paid for amounts included in the measurement of lease liabilities: 
   Operating cash flow from operating leases    $54,422 
 
   ROU assets obtained in exchange for lease obligations: 
    Operating leases       $52,977 
 

The 2020 lease expense is reported net of the $30,000 reimbursed by M&A Securities 
Group, Inc., who is a guarantor of the lease. 
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BURCH & COMPANY, INC. 
NOTES TO FINANCIAL STATEMENTS  

DECEMBER 31, 2020 
 

NOTE 5 – DEFINED CONTRIBUTION PLAN 
 

The Company has established a Simplified Employee Pension plan which provides for 
contributions of up to 25% of employee compensation.  Pension expense for the year 
ended December 31, 2020 was $64,995. 

 
NOTE 6 – PPP LOAN 
 

The Company received a 1% loan in the amount of $83,000 under the Paycheck 
Protection Program (PPP) established by the Coronavirus Aid, Relief and Economic 
Security (CARES) Act. The loan is subject to a note dated May 2, 2020 and may be 
forgiven to the extent the proceeds of the loan are used for eligible expenditures such as 
payroll and other expenses as described in the CARES Act. As of December 31, 2020, 
no determination has been made as to whether the Company will be eligible for 
forgiveness, in whole or in part. The loan is payable in eighteen monthly installments of 
$4,671.87 beginning April 2, 2021, may be prepaid at any time, and is unsecured. The 
maturities of the loan as of December 31, 2020 are as follows: 
 

                                                           Principal        Interest           Total 
                          2021              $41,134       $      913        $ 42,047 
                          2022                41,866               181           42,047 
                                               $ 83,000       $   1,094        $ 84,094    

 
 
NOTE 7 – SUBSEQUENT EVENTS 
 

The Company has evaluated subsequent events through February 25, 2021, the date at 
which these financial statements were available to be issued and determined there have 
not been any events that have occurred that would require adjustments to or disclosure in 
the financial statements. 
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BURCH & COMPANY, INC. 
SUPPLEMENTARY INFORMATION 

DECEMBER 31, 2020 
 
 

I. Computation of Net Capital Under SEC Rule 15c3-1 
 
Total stockholder’s equity $ 505,488 
Deferred tax liability                                                                                                   12,724 
Paycheck Protection Program loan qualifying expenses                                             83,000 
Non-allowable assets  (102,301) 
  Net capital before haircuts on security positions            498,911 
Haircuts on security positions: 
  Exempt securities, money market mutual fund at 2% of $200,854                           (4,017) 
             Net capital                                                                                                     494,894 
Minimum net capital required, the greater of 
 $5,000 or 6 2/3% of aggregate indebtedness                                                       (15,794) 

Excess net capital                                                                                     $    479,100 
 
Aggregate indebtedness: 
  Total liabilities                                                                                                   $    363,864 
  Less deferred taxes (12,724) 
  Less Paycheck Protection Program loan liability                                                    (83,000) 
  Less lease liability to the extent of the lease asset                                                   (31,224) 
  Aggregate indebtedness    $   236,916 
 
Percentage of aggregate indebtedness to net capital                                                47.87%    
 

II. Determination of Reserve Requirements and Information Related to the 
       Possession or Control Requirements under SEA Rule 15c3-3 

 
      The Company has no reserve requirement or possession or control obligations under SEA Rule          

15c3-3 as its business is limited to private placements and advisory services related to mergers 
and acquisitions and operates in reliance on footnote 74 to SEC Release 34-70073. 
 

III.  Reconciliation Pursuant to SEC Rule 17a-5(d)(2) 
 

     There are no material differences between the computation of net capital above and the 
     Company’s computation as reported in its unaudited FOCUS Report Form X-17A-5 Part IIA as  
     of December 31, 2020. Therefore, no reconciliation is required. 
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