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OATH OR AFFIRMATION
I, é\;gr’a«m é lu’e,r

best of my knowledge and belief the ac
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Ot’/f«vﬂl’“?—- > ){ 95@1\, are true and correct. | further swear (or affirm) that neither the company

nor any pariner, proprieter, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

swear (or affirm) that, to the
:\orm::a.nvm0 financial statement and supporting schedules pertaining to the firm of

as of

JEROLD SILBERSTEIN @/@-1,@/\
NOTARY PUBLIC, State of New York " Signaner
No. 01515030605 & <
Quelified in Kings County '? L Vo N o
izlen Bxpires July 18, ,Coq ‘ 10647 =

Tite
(’ Notary Pubiic

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

O (a) Facing page.

O (b) Starement of Financial Condition.

O (¢) Statement of Iacome (Loss).

O . (d) Statement of Changes in Financial Condition.

O (e) Statement of Changes in Stockholders’ Equity or Parmers or Sole Pfoone'or s Capital.

T (D Stiotement of Cranges in Liabiiities Subordinated to Claims of Craditors.

T (g) Comrpurtation of Net Capital

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

O () Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

C () A Reconciliation, including apprepriate 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 con-
solidation.

T () An Oath or Affirmation.

O (m)A copy of the SIPC Suppiemental Report.

O

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

**Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




BENJAMIN EPSTEIN
CERTIFIED PUBLIC ACCOQUNTANT

1301 AVENUE O
TELEPHONE (718) 376-0533 BRCOKLYN, NEW YORK 11230

To the Stockholders
Kensington Capital Corp.
4910 13 Avenue
Brooklyn, N.Y. 11219

Gentlemen:

I have examined the accompanying Financial Statements (Focus
Report) (Form X-17A-5) of Kensington Capital Corp. as of December
31, 2002.

In connection therewith, I have reviewed the system of
internal control, including the procedure for safe-guarding
securities. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests
of the accounting records and such other auditing procedures as I
considered necessary in the circumstances, and I have observed the
audit requirements prescribed by the Securities and Exchange
Commission with respect to such examination.

In my opinion, the accompanying Financial Statements (focus
report) (Form X~17A-5) present fairly the financial position of
Kensington Capital Corp. as of December 31, 2002 in conformity with
generally accepted accounting principles applied on a basis
consistent with that of the preceding year, and in the form
required by the Securities and Exchange Commission.

Benjamin Epstein
Certified Public Accountant

Brooklyn, NY
February 5, 2003
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EENJAMIN EPSTEIN
CERTIFIED PUBLIC ACCOUNTANT

1301 AVENUE O
TELZPHONE (718) 376-0533 BROOKLYN. NEW YORK 11230

To the Stockholders
KENSINGTON CAPITAL CORP.
Brooklyn, New York

I have examined the accompanying financial statements of
KENSINGTON CAPITAL CORP. for the year ended December 31, 2002, and
have issued my report thereon dated February 5, 2003. As part of
my examination, I made a study and evaluation of the Company's
system of internal accounting control to the extent I considered
necessary to evaluate the system as required by generally accepted
auditing standards. The purpose of my study and evaluation, which
included obtaining an understanding of the accounting system, was
to determine the nature, timing and extent of the auditing
procedures necessary for expressing an opinion on the financial
statements.

I also made a study of the practices and procedures followed
by the Company under Rule 17a-5(g) (1) and the procedures for
determining compliance with the exemptive provisions of Rule
15c3-3. I did not review the practices and procedures followed by
the Company in making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of
differences required by Ruie 17a-13 or in complying with the
requirements for prompt payment for securities under Section 8 of
Regulation T of the Board of Governor of the Federal Reserve Systenm
because the Company does not carry security accounts for customers
or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing
and maintaining a system of internal accounting control and the
practices and procedures referred to in the preceding paragraph.
In fulfilling this responsibility, estimates and judgements by
management are required to assess the expected benefits and related
costs of control procedures and of the practices and procedures
referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the
Commission's above-mentioned objectives. The objectives of a
system and the practices and procedures are to provide management
with reasonable, but not absolute, assurance that assets for which
the Company has responsibility are safequarded against loss from
unauthorized use or disposition, and that transactions are executed
in accordance with management's authorization and recorded properly
to permit the preparation of financial statements in accordance
with generally accepted accounting principles. Rule 17a-~5(g) lists
additional objectives of the practices and procedures listed in the
preceding paragraph.

ceofes




To the Stockholders
KENSINGTON CAPITAL CORP.

Because of inherent limitations in any internal accounting
control procedures or the practices and procedures referred to
above, errors or irregularities may, nevertheless, occur and not be
detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate
because of changes in conditions or that the degree of compliance
with them may deteriorate.

My study and evaluation made for the limited purpose described
in the first paragraph would not necessarily disclose all material
weaknesses in the system. Accordingly, I do not express an opinion
on the system of internal accounting control of KENSINGTON CAPITAL
CORP. taken as a whole. However, my study and evaluation disclosed
no condition that we believed to be a material weakness.

I understand that practices and procedures that accomplish the
objectives referred to in the second paragraph of this report are
considered by the Commission to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding
and on our study, I believe that the Company's practices and
procedures were adequate at December 31, 2002 to meet the
Commission's objectives. :

This report is intended solely for the use of management, the
Securities and Exchange Commission and the New York Stock Exchange
and should not be used for any other purpose.

Benjamin Epstein
Certified Public Accountant

Brooklyn, NY
February 5, 2003




KENSINGTON CAPITAL CORP.
FINANCIAL STATEMENTS

DECEMBER 31, 2002




BENJAMIN EPSTEIN
CERTIFIED PUBLIC ACCOUNTANT

1301 AVENUE O
TELEPHONE (718} 376-0593 BROOKLYN., NEW YORK 11230

INDEPENDENT AUDITOR’S REPORT

To the Stockholders
KENSINGTON CAPITAL CORP.
Brooklyn, New York

I have audited the accompanying statement of financial condition of KENSINGTON CAPITAL
CORP. as of December 31, 2002 and the related statements of income, retained earnings and cash
flows for the year then ended. These financial statements are the responsibility of the Company’s
management. My responsibility is to express an opinion on these financial statements based on the
audit.

I conducted the audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that [ £lnn 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. I believe
that the audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of KENSINGTON CAPITAL CORP. as of December 31, 2002 and the results
of its operations and its cash flows for the year then ended in conformity with accounting principles

generally accepted in the United States of America.

Benjamin Epstein
Certified Public Accountant

Brooklyn, NY
February 5, 2003




KENSINGTON CAPITAL CORP.

Statement of Financial Condition

December 31, 2002

ASSETS

Cash

Money Market Account

Due from Broker

Prepaid Expenses and Other Receivables

Prepaid Corporate Taxes

Securities - Long

Furniture, Fixtures and Equipment, at cost, less
accumulated depreciation of $139,633

Security Deposit

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Accrued Expenses and Payroll Taxes
Accrued Salaries

Due to Broker

Securities Sold - Not Yet Purchased

Total Liabilities

Stockhelders' Equity

Common Stock - no par value; authorized, issued
and outstanding, 200 shares

Additional Paid-in Capital

Retained Earnings

Total Stockholder's Equity
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

86,414
211,274
55,671
87,206

137,803

1,239
3,232

582,839

20,435
10,611

6,361
18,834

56,241

40,000
271,738
214,860

526,598

582,839

See Accountants' Report and Notes to Financial Statements




KENSINGTON CAPITAL CORP.
Statements of Income and Retained Earnings
For the Year Ended December 31, 2002

INCOME
Commission Revenue s 645,714
Profit on Securities Trading (Note 9) 193,559
Interest and Dividend Income 51,672
Other Income 52,025
Total Income 942,970
OPERATING EXPENSES
Salaries - Officers 212,366
Salaries - Other 150,672
Clearance Charges 114,968
Professional Fees 26,020
Rent 20,022
Registration & Filing Fees 66,647
Telephone 18,279
Interest and Bank Charges 78
Travel Expenses 40,978
Office Expense 12,300
Insurance 89,132
Auto Expenses 23,108
Depreciation 15,211
Miscellaneous Taxes 31,949
Advertising and Promotion 51,050
Customer writeoff : 10,851
Miscellaneous Expenses 7,510
Repairs and Maintenance 851
Total Operating Expenses 891,992
Operating Income 50,578
Provision for Income Taxes 4,168
Net Income 46,810
Retained Earnings - Beginning of Year 178,050
Less:B8hareholdexr Distributions ( 10,000)
Retained Earnings - End of Year ’ $ 214,860

See Accountants' Report and Notes to Financial Statements




KENSINGTON CAPITAL CORP.
Statement of Cash Flows
For the Year Ended December 31, 2002

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization
Changes in Assets and Liabilities:
Securities
Due to/from Broker
Loans & Exchanges
Accrued Expenses & Payroll Taxes
Accrued Salaries
Securities Sold-Not Yet Purchased
Total adjustments
Net cash provided (used) by operating activities
Cash flows from investing activities:
Purchase Fixed Assets

Net cash provided (used) by investing activities

Cash flows from financing .ctivities:
Distributions to Shareholders
Net cash provided (used) by financing activities
Net increase (decrease) in cash and equivalents
Cash and equivalents, beginning

Cash and equivalents, ending

Supplemental disclosures of cash flow information:

Cash paid during the period for:

Income taxes

46,810

15,211

128,399

(173,489)

14,864
3,862

22,561)

15,666

18,048)

28,762

3,000)

3,000)

10,000)
10,000)

15,762

70,652

S 86,414

225

See accountant's report and notes to financial statements




KENSINGTON CAPITAL CORP.
Notes to Financial Statements
December 31, 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

For financial statement purposes and income tax purposes, KENSINGTON CAPITAL CORP.
(the "Company") records revenues and expenditures on the accrual basis of accounting.

Depreciation:
Depreciation is computed using the straight-line method over the estimated useful life.

Cash and Cash Equivalents:
The Company considers all short term investments with an original maturity of three months

or less to be cash equivalents.
NOTE 2- DUE FROM BROKER

The Company's securities transactions are cleared through Southwest Securities, and all the
Company's trading accounts and customer's accounts are carried by Southwest Securities. Southwest
Securities remits to the Company all profit on the Company’s trading accounts and all commissions
due net of clearance charges, trading errors and miscellaneous related charges, at the end of the
month.

NOTE 3 - SECURITIES
Securities consist of marketable equity securities at quoted market values.

NOTE 4 - SECURITIES SOLD - NOT YET PURCHASED

Securities Sold-Not Yet Purchased consist of marketable equity securities at quoted market
values.

NOTE 5 - FIXED ASSETS
Fixed assets consist of the following:

Accumulated Net Book

Cost Depreciation Value
Fumniture & Fixtures : $ 75,051 $ 75,051 $ -0-
Computer Equipment 63,321 63,282 39
Automobile 2,500 1.300 1,200
Total $140,872 $139.633 $.1.239

See Accountants' Report




KENSINGTON CAPITAL CORP.
Notes to Financial Statements
December 31, 2002
(continued)
NOTE 6 - PROFIT ON TRADING

This amount includes unrealized gains (losses) on securities, as follows:
Securities $5,446
Securities Sold Not Yet
Purchased (Short Sales) 5,414

NOTE 7 - INCOME TAXES

The Company has elected, by unanimous consent of its shareholders to be taxed under the
provisions of sub-Chapter S of the Internal Revenue Code. Accordingly, no provisions or liability
for Federal income taxes is reflected in the accompanying statements. Instead, the shareholders are
liable for individual income taxes on their respective share of the Company's taxable income.

Provision for income taxes consists of the following:

New York State Corporation Tax $ 193
New York City Corporation Tax 3.750
Total $3,943

NOTE 8 - INTERNAL CONTROL
No material inadequacies were found to exist.
NOTE 9 - NET CAPITAL

The Company is subject to the Securities and Exchange Commission 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 (and the rule of the
"applicable" exchange also provides that equity capital may not be withdrawn or cash dividends paid
if the resulting net capital ratio would exceed 10 to 1). The following data has been excerpted from
the Company's Focus Report for the year ended:

Net Capital $407,165
Required Net Capital $100,000
Excess Net Capital $307,165
Ratio of Aggregate Indebtedness

to Net Capital .09

See Accountants' Report




KENSINGTON CAPITAL CORP.
Notes to Financial Statements
December 31, 2002
(continued)

NOTE 10 - DISTRIBUTIONS TO SHAREHOLDERS

In accordance with the loan agreements and shareholders' employment agreement, the
shareholders are entitled to receive corporation distributions or shareholder/officer bonuses equal to

the additional individual income taxes incurred for their proportionate share ofthe Company's taxable
income.

During the twelve (12) months ended December 31, 2002, the Company distributed to the
shareholders from retained earnings, $10,000.

See Accountants' Report




KENSINGTON CAPITAL CORP.
"RECONCILIATION BETWEEN UNAUDITED AND AUDITED FOCUS REPORTS
DECEMBER 31, 2002

There were no differences between audited and unaudited focus reports.




