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OATH OR AFFIRMATION

ﬁr‘l)/ p [ k "
I, Vit ldcf" , swear (or affirm) that, to the best of
my knowledge and belief the accompanying fn}anqial statement and supporting schedules pertaining to the firm of
'Le/l.:g' ra fee (,,ﬁ.,{;}; i R Rens P as
Deperles 21 T ’
of € s gl LT By ,209 9 , are true and correct. I further swear (or affirm) that
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Title

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition.

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

) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 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

consolidation.
() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240. 17a-5(e)(3).
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4) Special request by designated examining authority

3) Rule 17a-11 [ [18]
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3

SEC FILE NO. _
B-aR20l (7]
FIRM I.D. NO.
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A

BROKER OR DEALER

1

\Z\@’e'*_s 1 (\" ..I\.U‘« C_ (;/ f i:’a (:‘ZT ﬁ/

N3HH L -

11.
12.

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND

CERTAIN OTHER BROKERS OR DEALERS

i i
as of (MM/DD/YY) 13! 2il0 ! 85
SECFALEND. DR ATE 8
Consolidated
Unconsglidate T
Allowable Non-Allowable Total
e D $ 10371 200 $ "1 o¥T] [0
Receivables from brokers or dealers
A. Clearance acCount ...........ocvereerererrernvecronrereconcenne % 295
B, DHIET cooooieeeeev oo 300 | § 550 (810 |
Receivable from non-CuUStOMErS .....ocovvvvveveerrrcinrenne 355 600 | % 830
Securities and spot commodities
owned at market value:
A. Exempted SECUNLIES ..cvvvvcerieiccirecrcis 418
B. Debt SECUMLES ...o.ovoocveeseerr e 419
C. OPHONS .ivies s ees s srsi st 420
D. OthEr SECUMLES ....everevrercesssrerserrriocrresccrcere T {e 424 o
E. SPOL COMMOBIES ...orrovseseeoereerecre s . 430 Y& 110 850
Securities and/or other investments
not readily marketable:
A. Atcosty § 130
B. Atestimated fair value .......cccoomieininniccnn 440 l 610 860
Securities borrowed under subordination
agreements and partners' individual and capital
securities accounts, at market value: 460 630 880
A. Exempted
securities $ 150
8. Other
securities $ 160
Secured demand NOES: .....c.cvvvveereeeeererecvererie e 470 640 880
Market value of collateral:
A. Exempted
securities $ 170
B. Other
securities $ 180
Memberships in exchanges:
A. Owned, at
market 3§ 180
B. Qwned, at COSY ....ovivnecerrcer e 650
C. Contributed for use of the company, at
MALKEL VAIUE ........cvcvoeerrereeecorennn s % 660 ['900
investment in and receivables from affiliates,
subsidiaries and associated partnerships ..................... 480 670 I 910
. Property, furniture, equipment, leasehold
improvements and rights under lease agreements,
at cost-net of accumulated depreciation and .
AMOMZANON ...cvcvveonvseres s e s 430 Hya 680 | % H3 2 920 |
OMher ASSLS ..covvvrrvrooe 535 (54%9 735 S 930
TOTAL ASSETS 553357 1540]% 6592 74018 G408 940
OMIT PENNIES

SEC 1696 (02-03) 3 of 16



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART [IA

sy de
BROKER OR DEALER ; - I - as of {3 ;?;/C
\Z\&rg b 5\\ ‘l’ﬂ(\ C,(g (\\J iy L_ o (J L{
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
LIABILITIES AND OWNERSHIP EQUITY
o Al Non-A.l.
Liabilities Liabilities Liabilities Total
13. BaNK 10aNS PAYADIE ..ovvoveveveeeeecer e $ 1045] § [1255]%, 8 1470
14. Payable to brokers or dealers:
A, Clearance account .......covevorrcoeereoreerccerooro, Y 1114 1315 13 8L (1560
B. Other .o %o 1115 1305 1540
15. Payable to non-customers 1155 1355 1610
16. Securities soid not yet purchased, . ] ﬂ
at market value PAN3E (1360 39953 [ep0)
17. Accounts payable, accrued | . - ]
EXPENSES ANG ONET ... ) 1205 1385 EREE [1885]
18. Notes and mortgages payable:
A, Unsecured ..o 1210 1690
B. SECWEH ..coooireesmeerecrneee s 1211], [ 1330} ~, 1700
18. E. Liabilities subordinated to claims
of general creditors:
A, Cash BOMOWINGS: ...coverenervrrririnrereereresnens e 1400 1710]
1. from outsidersy $ 870
2. includes equity subordination (15c3-1(d))
of ... $ 980
B. Securities borrowings, at market value ............ {1410 1720]
from outsiders $ 990
C. Pursuant to secured demand note
collateral agreements .......oo.oeuveeerisiseccerians 1420 1730}
1. from outsiders $ [1000
2. includes equity subordination (15¢3-1(d
of ... $ 1010
D. Exchange memberships contributed for
use of company, at market value .............co......... 1430 1740
E. Accounts and other borrowings not
qualified for net capital purposes 1220 1440 1750
20. TOTAL LIABILITIES oo, $ Y 1a& 1230] 3 L3P N 1450] $ &N A 1760
Ownership Equity
21. Sole Proprietorship 1770
22. Partnership (limited partners) .... 1780/
23. Corporation:
AL PTEIBITEE STOCK ... ovveveesiersiriiserems s et ee et ess et nesse s eesasssan s sasee e cr s s eres et b b et 4402 eee S5 a2t 28t ars bt sb s et ea s nraniescane e 1791
B. Common Stoc ......... H0000 1792
C. Additional paid-in capital ] '11 135 1793
D. Retained sarnings ...... 2‘ 26319 1794
B TORAE oottt st s s b e b ts et R RS et S RS e e aeeLebea eeeereaseeeseneb e e TRl 1795]
F. LeSS CaPItAl SLOCK I ATBASUIY w...oouvrivocieieeissiteras s snts st bbb s s e b b0 s ) 1796
24, TOTAL OWNERSHIP EQUITY ...cvvrrrccici 3 53105 F 1800
25, TOTAL LIABILITIES AND OWNERSHIP EQUITY ...t ecoee oo eeesee oot re e es st es s sesse e $ G241 7% 11810
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

asofgl?»{}i)ﬂ"‘/

BROKER OR DEALER I
. \Z~€/1‘~l\ | '\C\ Lrw C‘Cg rbe ( o (;’J
NS

COMPUTATION OF NET CAPITAL

£31057  [wsg

1. Total ownership equity from Statement of Financial CORgIION ... e, $
2. Deduct ownership equity not alfowable for Net Capital )i 3490
3. Total ownership equity qualified fOr NEt CaPIAI ...........o oottt bttt e a e 3500
4. Add:
A. Liabilities subordinated to claims of general creditors aliowable in computation of net capital ...............occoooviieiviciniecc 3520
B. Other {deductions) or allowable credits (List) 3525
5. Total capital and allowable subordinated liabilities 3 T2 0577 3530
6. Deductions and/or charges:
A. Total non-aflowable assets from v
Statement of Financial Condition (Notes B and C) s N 3540
B. Secured demand note delinGuency .........c.c.covecreccrcrieniencne {3580
C. Commodity futures contracts and spot commodities —
Proprietary Capital CRATGES ........cvvrreeeeeririenssritsses et 3600
0. Qther deductions and/or charges............. 3610 ( L5 aal \ {3820
7. Other additions and/or allowable Credits (LiSt) ......covueriei e s 3630
8. Net capital before haircuts on Securities POSItioNS ............ccovvvvvvceerrervrrnnnn. e et et et e 0§ 1130 3640
9. Haircuts on securities {computed, where applicable, pursuant to 15¢3-1(f)):
A, Contractual SeCUrities COMMIMENLS .........o.vcvrerrererretse et 3 3660
B. Subordinated SecUrities DOMOWINGS ........cccoorrmreritsieminssris et 3670
C. Trading and investment securities:
1. EXBMPIEA SBOUMHES .._.covvvovroeerecreiee e cer et e ncr e mtoner s s 3735
2. Debtsecurities...... . 3733
3. Options.............. 3730
4. Other securities.... . B K? Bl 2234
D, UnOUE CONCEMIATION 1ottt s s s V1569 50 A
B OME (LIS oo oo 7k (35981l \[F7a0)
10, NEEGADIAL oo s s U4iirab ey

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER \ j .
Lt Lin c\V\.(/ ~ C, f\ i "t'i" Vo i\;\uet:/;
COMPUTATION OF NET CAPITAL REQUIREMENT

as of /3'5’[“‘(

Part A
11. Minimum net capital 1equIred (62,% 0F B8 19) .....coierrirmecscocsnscomen o s s e s 2yl 3756
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirernent

of subsidiaries computed in accordance with Note (A) $ icopoO 3758
13. Net capital requirement (Greater of NE 11 07 T2) .o et bbb sttt bt e ns e $ iep vow 3760
14, Excess net Capital (N8 101858 13) ...t e b s e e $ 1)) as0 3770
15. Excess net capital at 1000% (line 10 less 10% of line 19) SO T OO U OO UO RSO ORU I UURROTURUROROITRY - . Holz:Loo 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l. liabilities from Statement of FINanCial CONGIION .........c.cov.ieeerinrer it ettt ses s e es s b $ Y- 9% 3780
17. Add:

A, Drafts for immediate Credit ...t sreses et e K] 3800

B. Market value of securities borrowed for which no equivalent value

is paid or credited 3810

C. Other unrecorded amounts {List) 3820| $ 3830
18. Total 20regate IMABDIBANESS ... vttt br e bbb ens s sttt om s Sr e ae b ees b b tn e s $ 41198 3840
18. Percentage of aggregate indebtedness to net capital (line 18 + by line 10) ... % H 3850
20. Percentage of debt to debt-equity total computed in accordance with Rule 1563-1 () ..ot e % £ 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
21. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits .......... $ [3970
22. Minimum dollar net capital requirement of reporting broker or dealer and minimum nat capital requirement of

subsidiaries computed in accordance with Note (A) 3880
23. Net capital requirement (greater of 1ine 21 67 22) .....ccocvvecrcnncinreien 3760
24, EXCeSS CaPHAl (HNE 10 1BSS 23) -.e. v crcieiine it as st st b s e 3910
25, Net capital in excess of the greater of:

A. 5% of combined aggregate debit items 0F $120,000 .........cccomiiriueiimieriniircet e $ | 3920|

NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker deater and, for each

subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement , or
2. 6%% of aggregate indebtedness or 4% of aggregate debits if afternative method is used.
(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory form

and the market values of membershigs in exchanges contributed for use of company {contra to item 1740) and pantners’ securities which were included in non-allowable

assets.
(C) For reports tiled pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-allowable assets.

SEC 1696 (02-03) 9 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1A

BROKER OR DEALER \ Lot l ) P T R A,
\ -L/"“_‘:ll':i,:;~'f.*‘\ (\‘LEIV ol éY ' .
For the period (MMDDYY) from¥, 21l 01lpd [3830t0 12 31 {0 [703
Number of months included in this statement = 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions:
a. Commissions on transactions in exchange listed equity securities executed on an xChange ..........ccovvevevrvvrirericveeceeens s $ 2 {d oo 3935
b. Commissions on listed option transactions . % 3938
¢c. All other securities commissions 3839
d. Total securities commissions X uped 3940
2. Gains orlosses on firm securities trading accounts
a. From market making in options on a NAtioNal SECUMHIES BXCHANGE .........c.eveeiiriciererinonnin et e e ) 3945
b. From all other trading SAETEAE 3949
. Total Gain {10SS) «oovoorvveverirris v Do vke) 3950
3. Gains or losses on firm securities investment accounts 3952
4. Profit (loss) from underwriting and selling groups 3955
5. Revenue from sale of iNVESIMENE COMPANY SNAIBS ...t st 3970
6. Commodities revenue 3990
7. Fees for account supervision, investment advisory and adminiStative SBIVICES ........ccoevusivicrcercecrerimiensines e 3975
B, OBNET TEVEIUE ...oooooosseeeeee oo s eeees e oeeee oo e ets oo oo oo 2 e85 0 5258 RS o8 140 67 3995
. TOMAI FBVEIIUE ....oeo oo veeeveeeee oo eees e ee oo oo o112 ms e 105828 R4 1 RS §  2410%] 4030
EXPENSES
10. Salaries and other employment costs for general partners and voting stockholder offiCers ... AZN Lb/i) [4120]
11. Other empioyee COMPENSAtION ANA DENBALS .......ovvviie et st 1ISESI10 4115
12. COMMISSIONS PAIT t0 OtNEN DIOKEI-GBAIBIS ....eove..coecrivicrtirmiamsissere e sssseses s aa st b b s 8 4140
13, INTErest @XPBNSE ........ovevrceieierirce e e s FE RO PO PRSI R RPN 4075
a. Includes interest on accounts subject to subordination agreements .............coeinnvcnins 4070
18, REGUIALOTY TEBS NG BXDEIISES ... e erersossos e oo e o boisp 4195
15 OHNBE BXPRIISES v v oeseees oo ooes sttt e 83505 0738 553980~ [4100
16, TOUE EXPEIISES . .vre v oo oo e o o258 R IREEE IS 4200
NET INCOME . o~
17. Income (lass) before Federal income taxes and items below (tem 8 1SS HEM 18] ..oo.vrromorrsocssirinr s § {MrosT) (4270
18. Provision for Federal income taxes (for parent Only) ............coovvevcicmnninnnnecniinnne . % 4220
19. Equity in earnings (losses) of unconsolidated subsidiaries not included aDOVE .....ocveverrievviireie s 4222
2. After Federal inCome taxes of ... .
20, Extraordinary gains (OSSES) .....oororrrerceicns [4224]
a. After Federal income faxes of ...
21. Cumulative effect of changes in accounting principles ... , N 4225
22. Netincome (l0ss) after Federal incOme taxes and BXATa0FAINArY HBMS .....vvvuuvversocssrerissssrmiss st s o $ {A:>ab7} 14230
MONTHLY INCOME =
23. Income (current month only) before provision for Federal income taxes and extraordinary i8MS ...........coeviverriniinrncniens 3 e H ’AO ]7211]

SEC 1696 (02-03) 11 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER V 0
~En- St LV"\. (Lt ‘\/ | ‘i'%—(\_ é GTP
' T
For the period (MMDDYY) from _ €1 oi{(;i! o 133 104

{ T

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

4. BIANCE, DBGINMING OF PBHOE ..o oo oo oo e 5 150015 4240
A NEBEINCOME {I0SS) ovvvvevvrevseimsesvesessr s e st e fdians7 } 4250
B. Additions (includes non-conforming Capital Of .........ccoovomrireecioiccimri s esireenrenene 4262]) ) 4260
C. Deductions (Includes non-Conforming Capital of ..............c.cccovrniciininrencireen s coneceene [4272]) 4270
2. Balance, end of PEriod (FIOM MEM 1800} .ooorrvciiiooro oo o ssoessores s oo e oo e s 537057  [4%0)

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, beginning of period 3300
A, INCreases......cocvivinicns 3370
B DBOTBASES ....oveveeeveveeteeeeees e seeeetetes st e as s e e 4 et s 1L R a8 ba Y1 a eSS R ket E S Sb Attt et et 4320
4. Balance, end of period (FIOM IEM 3520) ........ccocvrmmies it s it srass st s $ 4330

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HIA

!;)KER OR DEALER \ Le?_é_w\ Lo L (\NL‘( [ ol as of /’ajgj]cu/ ,

EXEMPTIVE PROVISION UNBEH RULE 15¢3-3

24. if an exemption from Rule 15¢3-1 is claimed, identify below the section upon which such exemption is based (check one only)

A (K)(1) — $2,500 capital category as per Ruie 15C3-1 ..ottt et 4550
B. {K)(2)(A) — “Special Account for the Exclusive Benefit of customers” Maintained ...........c.ccouoevereomerviries oo : 4560
C. (k)}{2)(B) — All customer transactions gleared through another broker-dealer on,a fully disclosed basis.
Name of clearing firmv%, SoXbhwesd <oooohiee Lo [73%] 5
0. {K){3) — Exempted by order of the Commission (include copy O HBHEI) ..ot 4580
Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital.
Type of Proposed Amount to be
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual Insider or amount and/or Net Withdrawal or to
{See below Qutsider? Capital Value of Maturity Renew
for code ) Name of Lender or Contributor (tn or Out) Securities) Date (Yes or No)
8 {4600 4601] 4602] 4603 4604] {4605}
% 4610 4611 4612 [4613 4614 4615
% 4620] 4621 [4622] 4623 [ 4624] [4625]
" 4630 4631 4632 4633 {4634] [4635]
%s 4640) 4641 4642 4843 4644 | 4645)
Total $% ZEQQ[
OMIT PENNIES

Instructions:  Detail Listing must inciude the total of items maturing during the six month period following the report date, regardiess of whether or not the capital contrgbutioq is
expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six monvth' period tollowing the report date including
the proposed redemption of stock and anticipated accruals which woutd cause a reguction of Net Capital. These ar_mcnpated accmals would include amounts of
bonuses, partners’ drawing accounts, taxes, and interest on capital, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted

in the computation of Net Capital, but which you anticipate will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals

SEC 1696 (02-03) 150f 16



Neil D. Rischall CPA

Certified Public Accountant
1146 East 32" Street
Brooklyn, New York 11210
Phone (718) 692-0510 Fax (718) 258-6727
Email : CPA@post.com Web Site : WWW XpertCPA.com

To the Stockholders February 7, 2005
KENSINGTON CAPITAL CORP.
Brooklyn, New York

Ihave examined the accompanying financial statements of KENSINGTON CAPITAL CORP.
for the year ended December 31, 2004, and have issued my report thereon dated February 7, 2005.
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
15¢3-3. 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 Rule 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 System
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 safeguarded 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.
ot




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, 2004 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.

~ DI

Neil D. Rischall,
Certified Public Accountant

Brooklyn, NY
February 7, 2005
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Neil D. Rischall CPA

Certified Public Accountant
1146 East 32™ Street

Brooklyn, New York 11210
Phone (718) 692-0510 Fax (718) 258-6727
Email : CPA@post.com Web Site : WWW.XpertCPA.com

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., a New York corporation as of December 31, 2004 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 my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that I 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. Anaudit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. Ibelieve that

my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all matenal respects, the
financial position of KENSINGTON CAPITAL CORP., as of December 31, 2004 and the resulfs 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.

A
- £ /j !/;» / ’/// ‘
ey Wl f

Neil D. Rischall,
Certified Public Accountant

Brooklyn, NY
February 7, 2005



KENSINGTON CAPITAL CORP.
Statement of Financial Condition
December 31, 2004

ASSETS

Cash $ 71,087
Money Market Account 190,989
Prepaid Expenses and Other Receivables 65,489
Securities - Long 296,181
Furniture, Fixtures and Equipment, at cost, less

accumulated depreciation of $142,152 432
TOTAL ASSETS $ 624,178

LIABILITIES AND STOCKHOLDERS' EQUITY

Accrued Expenses and Payroll Taxes S 20,281
Accrued Salaries 13,792
Due to Broker 13,125
Securities Sold - Not Yet Purchased 39,923
Total Liabilities 87,121

Stockholders' Equity
Common Stock - no par value; authorized, issued

and outstanding, 200 shares 40,000
Additional Paid-in Capital 271,738
Retained Earnings 225,319
Total Stockholder's Equity 537,057
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY S 624,178

See Accountants' Report and Notes to Financial Statements




KENSINGTON CAPITAL CORP.
Statements of Income and Retained Earnings
For the Year Ended December 31, 2004

INCOME
Commission Revenue 3 864,000
Loss on Securities Trading (Note 9) ( 210,086)
Interest and Dividend Income 54,248
Other Income 132,919
Total Income 841,081
OPERATING EXPENSES

Salaries - Officers 281,450
Salaries - Other 158,510
Clearance Charges 131,638
Professional Fees 52,119
Rent 24,327
Registration & Filing Fees 60,426
Telephone 23,361
Interest and Bank Charges 30
Travel Expenses 28,492
Office Expense 16,509
Insurance 82,157
Auto Expenses 32,925
Depreciation 9,772
Migcellaneous Taxes 36,268
Advertising and Promotion 93,174
Bad Debt 3,186

7,112

Miscellaneous Expenses

Repairs and Maintenance 140

Total Operating Expenses 1,041,596

Operating Income ( 200,515)

Provision for Income Taxes 12,542
Net Income ( 213,057)
Retained Earnings - Beginning of Year 438,376
Retained Earnings - End of Year $ 225,319

See Accountants' Report and Notes to Financial Statements




KENSINGTON CAPITAL CORP.
Statement of Cash Flows
For the Year Ended December 31, 2004

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization
Securities
Due to/from Broker
Loans & Exchanges
Security Deposit
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

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

See accountant's report and notes to financial

$(213,057)

9,772
139,321
104,071

58,601

3,232

( 19,492)
4,242
( 54,821)

244,926

31,869

( 9,484)

( 9,484)

22,385

48,702

$ 71,087

$ 20,294

statements




KENSINGTON CAPITAL CORP.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Description of Business

KENSINGTON CAPITAL CORP. (the Company) was organized and commenced operations
in June 1982. The Company is a non-clearing broker-dealer and is exempt from provisions of Rule
15¢3-3 because all customers’ accounts are carried by a clearing broker, on a fully disclosed basis.
For financial statement and income tax purposes the Company records income and expenses using
the accrual basis of accounting.

Cash and Cash Equivalents:
The Company considers all highly liquid investments with maturities of three months or less

at the time of the purchase to be cash equivalents.

Property, Plant and Equipment

Property, plant and equipment are stated at cost. Depreciation is computed on the straight-
line method (half-year convention) or modified accelerated cost recovery method over the estimated
useful hives. The estimated useful lives of property and equipment are from 3 to S years.
Expenditures for maintenance and repairs are charged against operations. Renewals and betterments
that materially extend the life of the assets are capitalized.

Depreciation:
Depreciation 1s computed for both financial reporting purposes and federal income tax

purposes using the straight-line method or modified accelerated cost recovery method. The effect
of this departure from a generally accepted depreciation method has been determined to have no
material effect on the financial statements.

Advertising
Advertising costs are expensed as incurred. Advertising expense was $30,603 for the year

ended December 31, 2004.

Provision for Bad Debts
The Company uses the direct write off method for reporting its bad debts.

Use of 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, the 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. On an ongoing basis, management reviews its estimates
based on currently available information. Changes in facts and circumstances may result in revised

estimates.

See Accountants' Report



KENSINGTON CAPITAL CORP.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued

Concentration of Credit Risk

The Company’s financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and trade accounts receivable. The Company places its cash and temporary cash
investments with high credit quality institutions. Such investments at times may exceed the federal
depository insurance limits.

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

Property, plant and equipment are stated at cost. Expenditures for maintenance and repairs
are charged against operations. Renewals and betterments that materially extend the life of the assets

are capitalized.

AtDecember 31, 2004, property, plant and equipment are summarized by major classifications
as follows:

Cost Depreciation Value
Furniture & Fixtures $ 75,051 $ 75,051 $ -O-
Computer Equipment 74,805 74,805 -0-
Automobile 2,500 2.068 432
Total $152,356 $151,924 $ 432

Depreciation expense for the year ended December 31, 2004 was $9,772.

See Accountants' Report




KENSINGTON CAPITAL CORP.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

NOTE 6 - PROFIT ON TRADING

This amount includes unrealized gains (losses) on securities, as follows:

Securities $(285,828)
Securities Sold Not Yet
Purchased (Short Sales) 60

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 $ 100
New York City Corporation Tax 12.442
Total $12,542

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 $411,320
Required Net Capital $100,000
Excess Net Capital $311,320
Ratio of Aggregate Indebtedness

to Net Capital A1

See Accountants' Report.




KENSINGTON CAPITAL CORP.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

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 of the Company's taxable
income.

During the twelve (12) months ended December 31, 2004 the Company did not make any
distributions to its” shareholders from retained earnings.

See Accountants' Report.




KENSINGTON CAPITAL CORP.
RECONCILIATION BETWEEN UNAUDITED AND AUDITED FOCUS REPORTS
DECEMBER 31, 2004

There were no differences between audited and unaudited focus reports.



- Neil D. Rischall CPA

_ Certified Public Accountant
1146 East 32™ Street

Brooklyn, New York 11210
~ Phone (718) 692-0510 Fax (718) 258-6727
Email : CPA@post.com Web Site : WWW.XpertCPA.com

February 7, 2005
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, 2004.

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, 2004 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.

D@

Neil D. Rischall
Certified Public Accountant

Brooklyn, NY
February 7, 2005




