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OATH OR AFFIRMATION

I, Donna L. Gingras, swear (or affirm) that, to the best of my knowledge and belief the accompanying financia}
statement and supporting schedules pertaining to the firm of KPMG Corporate Finance, LLC, as of
September 30, 2004, 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 soley as that of a
customer, except as follows: NONE.

OFFICIAL SEAL

| TARA L.P. ZILINSXAS
Notary Public, State of liiinois
My Commission Expire:

Lhree Yoy

Signature ’

11/2¥2008

Director of Finance and Compliance
Title

Notary Public

—

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

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's 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. .

(j) 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 con-
solidation. ' ‘ '

(1) 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.

(o) Independent Auditor’s Report on Internal Control

O O0O0O0O00000KK

O0Oai

- **For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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- Certified Public Accountants
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Statement of Financial Condition Report
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Filed as public information pursuant to rule 17a-5(d) under the Securities Exchange Act of 1334,
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Member
KPMG Corporate Finance LLC
-Chicago, lllinois

We have audited the accompanying statement of financial condition of KPMG Corporate Finance LLC as of
September 30, 2004, that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. This
financial statement is the responsibility of the Company's management. Our responsibility is to express an opinion
on the 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
statement of financial condition is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit provides a reasonable basis for our

opinion.

Inour opihion, the statement of financial condition referred to above presents fairly, in all material respects, the
financial position of KPMG Corporate Finance LLC as of September 30, 2004, in conformity with accounting
principles generally accepted in the United States of America.

%CW//%/ e,

Chicago, lllinois
October 21, 2004

McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legal entities.



KPMG Corporate Finance LLC

Statement of Financial Condition
September 30, 2004

Assets
Cash and cash equivalents
- Accounts receivable, net
Fixed assets, net of accumulated depreciation of $98,040
Other assets ' '
Total assets
Liabilities and Member's Capital
Accrued compensation
Accounts payable, accrued expenses and other liabilities
Deferred revenue
Total liabilities
Commitments and contingencies

Member's capital

Total liabilities and member's capital

The accompanying notes are an integral part of the statement of financial condition.

2,594,169
1,161,085
11,968
110,416

3,877,638

1,680,045
480,687
91,055

2,251,787

- 1,625,851

3,877,638




KPMG Corporate Finance LLC

Notes to Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies

KPMG Corporate Finance LLC (the “Company”), a wholly owned subsidiary of KPMG CF Holdings, LLC,isa -
Delaware limited liability company formed on August 22, 2000, for the purpose of conducting business as a broker-
dealer. The Company is a member of KPMG International and affiliated with KPMG, LLP, the United States .
accounting, tax and advisory firm, as well as KPMG-U K. and KPMG-Germany. The Company's primary business is
investment banking services including providing financial advisory services to institutional investors, corporations,
and individuals. These financial advisory services include capital sourcing, mergers and acquisitions, fairness
opinions and strategic business advisory services. The Company is registered with the Securities and Exchange
Commission {(SEC) and is a member of the National Association of Securities Dealers, Inc. (NASD).

The Company operates under the provisions of Paragraph (k)(2)(i) of rule 15¢3-3 of the SEC and, accordingly, is
exempt from the remaining provisions of that rule. Essentially, the requirements of Paragraph (k)(2)(i) provide that a
broker/dealer who carries no margin accounts promptly transmits all customer funds and delivers all securities
received in connection with his activities as a broker or dealer, does not otherwise hold funds or securities for or owe
money or securities to customers and effectuates all financial transactions between the broker or dealer and his
customers through one or more bank accounts, each to be designated as Special Account for the Exclusive Benefit
of Customers of the Company. Broker/dealers operating under the provisions of (k)(2)(i) are also exempted from the
remaining provisions of rule 15¢3-3, including the requirement o make the reserve computations under rule 15¢3-3.

The following is a summary of the Company's significant accounting policies:

Accounting estimates: The preparation of financial statements in conformity with generally accepted accounting
principles 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.

Revenue recognition: Investment banking revenues include fees earned from providing merger and acquisition and
financial restructuring advisory services. Revenue is recognized as services are provided and billed o customers.

Cash and cash equivalents: For purposes of the statement of financial condition, the Company considers all highly
liquid investments with maturity of three months or less to be cash equivalents. o

Fair value of financial instruments: All financial instruments are carried at amounts that approximate estimated fair
value,

Income taxes: As a limited liability company, the Company is not subject to federal or state income taxes. The
member's respective share of the Company's income or loss is reportable on its separate federal and state income
tax retumns.



KPMG Corporate Finance LLC

Notes to Statement of Financial Condition

Note 1.  Nature of Business and Significant Accounting Policies (continued)

Recent Accounting Pronouncement: The FASB has issued Statement No. 150, Accounting for Certain Financial
Instruments with Characteristics of Both Liabilities and Equity. Statement No. 150 requires that certain freestanding
financial instruments be reported as liabilities in the statement of financial condition. Depending on the type of
financial instrument, it will be accounted for at either fair value or the present value of future cash flows determined at
each statement of financial condition date with the change in that value reported as interest expense in the statement
of operations. Prior to the application of Statement No. 150, either those financial instruments were not required to
be recognized-or, if recognized, were reported in the statement of financial condition as equity and changes in the
value of those instruments were normally not recognized in net income. This Statement is currently effective for
public companies and non-public companies required to file financial statements with the Securities and Exchange
Commission ("SEC"). The effective date for non-public companies has been delayed for fiscal years commencing
after December 15, 2003. The Company's management has reviewed this matter and has determined that the
impact is not significant on its financial position, results of operations, and regulatory net capital.

Note 2. Accounts Receivable

At September 30, 2004, accounts receivable includes amounts billed and hours incurred in connection with
investment banking activities. The amounts billed and hours incurred include time and expense or retainers. The
amount recorded is net of an allowance for doubtful accounts of $28,436.

Note 3. Net Capital Requirements

The Company is a broker-dealer 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. Rule 15¢3-1 also provides that equity capital may not be withdrawn if the resulting
net capital ratio would exceed 10 to 1. At September 30, 2004, the Company had net capital of $317,392, which was
$167,273 in excess of its required net capital of $150,119. At September 30, 2004, the Company's net capital ratio

was 7.09t0 1.

Note 4. Customer Concentration and Related Party Transactions

. The Company had one related party major customer for the year ended September 30, 2004. Customers are
considered major customers when the concentration of revenue from those customers exceeds 10 percent of total
revenue. The percentage of total revenue for the year ended September 30, 2004, from this related party was 11

percent.

On August 24, 2000, the Company entered into @ Memorandum of Understanding with KPMG-U K. and KPMG, LLP
(“KPMG-U.S."). As part of the agreement, KPMG-U.S. has agreed to provide infrastructure services to the Company,
which is reflected as an overhead charge to the Company. The infrastructure services include technology, marketing
and communication, support services and occupancy. Reimbursement for services provided occurs on a quarterly

basis.



KPMG Corporate Finance LLC

Notes to Statement of Financial Condition

Note 4. Customer Concentration and Related Party Transactions (continued)

On May 7, 2004, KPMG-U.S. terminated its portion of the agreement and entered into a shared services agreement.
The shared services agreement was effective retroactive to January 1, 2004. KPMG-U.S. will provide office space
with certain facilities for 100 Company employees at no cost through September 30, 2005. The Company will
reimburse KPMG-U.S. for any employees over 100 utilizing the office space at a rate equal to the Company’s pro-
rata share of KPMG-U.S. client out-of-pocket occupancy costs. Following September 30, 2005, the Company will
reimburse KPMG-U.S. for all occupancy costs. Either party may terminate the shared services agreement, under
certain limited conditions as defined in the agreement, by giving 30 days’ prior written notice to the other party.

At September 30, 2004, included in accounts payable, accrued expenses and other liabilities is $72,000 due to the
affiliated KPMG entities for infrastructure services provided.

Additionally, the Company provides services to KPMG-U.K. As of September 30, 2004, $750,000 is included in
accounts receivable. KPMG-U.K. represents a major customer as defined above. ‘

The Compény provides services on behalf of other KPMG entities. As of September 30, 2004, total accounts
receivable from the other affiliated entities was approximately $128,000.

The Company provides services on behalf of other KPMG entities for which a portion of the revenue earned is
remitted back to the respective entity. As of September 30, 2004, included in accounts payable is approximately
$146,000 related to these activities.

Note 5. Commitments and Contingencies

The Company has employment contracts with certain key individuals of the Company. Included therein are
provisions for severance agreements along with noncompete clauses if notice is provided to said individuals.

Note 6. Concentration of Credit Risk

The Company's financial instruments that are exposed to concentrations of credit risk consist primarily of cash and
cash equivalents. The Company maintains its cash accounts with financial institutions. The total cash balances of
the Company are insured by the Federal Deposit Insurance Corporation {FDIC) up to $100,000 per depositor, per
bank. The Company had cash and cash equivalents as of September 30, 2004, that exceeded the balance insured
by the FDIC or others by approximately $2,473,000. The Company monitors such credit risk and has not
experienced any losses related to such risks.




