NRARRIIT -

OMB APPROVAL

o003 hes i oo
A5 RECK ' Estimated average burden
ANNUAL AUD'T;D/REPOR hours per response...... 12.00
FORPM x.':-ll\l?IA SEC FILE NUMBER
AR & X300l

Information Required of Brokers and Dealers Purqudnt‘to Section 17 of the
Securities Exchange Act of 1934 and Rule %{5 Thereunder
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REPORT FOR THE PERIOD BEGINNING ® \ \ AND ENDING N ) (XO
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

.y - v
NAME OF BROKER-DEALER: &enSvogkan GQ\‘\"’*\ CaT® OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.Q. Box No.) FIRM 1.D. NO.

Q0 ™ hewe
(No. and Street) '
Ncookdy by nq

(City) (State) (Zip Code)

NAME AND TELEPHONFXNL{MBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Tam W TR- Ul

{Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Risehnal (Nl ).
' (Name — if individual, state last, first, middle name)

ORAM Wk A, S\ Rroodup, ew Yotk WSO

(Address) {City) (State) (Zip Code)

CHECK ONF:
Certified Public Accountant

[0 Public Accountant PHOCESSED

[ Accountant not resident in United States or any of its possessions. MAR 1 9 2007
FOR OFFICIAL USE ONLY ,/THOMSQ-N—
Z O FINANGCIA!

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
rust be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5{e)(2}

Pn::tenti:—:lI persons who are to respond to the collection of
information contained in this form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number. {5\\(7




OATH OR AFFIRMATION
I, }V\}T’QW\ C\\VL( , swear (or affirm) that, to the best of

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

KcﬁQJ\S g b avxo\l  CACD as
of ‘QQLq.ﬂ\bQT: N , 20 Oﬁ , are true and correct. | 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/ K

U Signature

: Title
WMY L N A N
orary Public, S=ve . M. L Vork

Notary Public/ - No. 24477032

(a) Facing Pagc. }
B (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.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O () 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.

m (I} An Oath or Affirmation.
0 (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 ofthe previous audit.

ur.s
o QL_:aI_iIicti in Kint,; Coptfly
3 x . ommission Expi .
gxs report ** contains (check all applicable boxes): ission Expires ) /ﬁ 7

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




OMB APPROVAL
OMB Number: 32350123
Expires: QOctober 31, 2005
Estimated average burden

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Form FOCUS REPORT
x_1 7A_5 (Financial and Operational Combined Unitorm Single Report)

PART llAz

(Please read instructions before preparing Form.)

This report is being filed pursygnt to (Check Applicable Block(s)):

1) Rule 172-5(a) (/7416 2) Rule 172-5(0) [__I17] 3) Rule 17a-11
4) Special request by designated examining authority 5) Other
NAME OF BROKER-DEALER SEC FLE NO.

\KQI\S‘\M'\N\ C&Qé\"\ Co<R 13 H:Mg!';' i%%gm\ -

[13]
ADDRESS OF PRINCIPAL PLAGE OF BUSINESS (Do Not Use P.0, Box No.) \-‘ s | 15 I
A FOR PERIOD BEGINNING (MM/DDAYY)
00\ M (%)
{No. and Street) Q\\Q\\ Ob {28]
AND ENDING (MM/DD/YY)
Reoprdya ENER Y (7 \»\O 3 a0
iy (State (@9 Gode) [%]
NAME AND TELEPHONE KUMBER OF PERSON TO CONTALT IN REGARD TO THIS REPORT {Area Code) — Tetephone No.
NAME (S) OF SUBSIDIARIES OR AFRLIATES CONSOLIDATED IN THIS REPORT: OFRCIAL USE
[32] [33]
[34] [35]
[36]
[38] 39 |
r_ _l DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS? YES I | 40 I NO X 41
CHECK HERE {F RESPONDENT IS ALING AN AUDITED REPORT .Em

EXECUTION:

The registrant/proker or dealer submitting this Form and its attachments and the person(s) by
whom it is executed represent hereby that all information contained therein is true, correct and
complete. It is understood that all required items, stalements, and schedules are considered
integral parts of this Form and that the submission of any amendment represents that all
unamended items, statements and schedules remain true, correct and complete as previously
submitted.

Dated the day of 20 77
Manuval signatures of:

1)
2)

Principal Executive Ofticer or Managing Partner

Principal Financiat Officer or Partner
3)

Principal Operations Oficer or Partner

ATTENTEON — Intentional misstatements or omissions of facts constitute Federal
Criminal Viglations. (See 18 U.5.C. 1001 and 15 U.S.C. 78:1(a))

L —J Persons who respond to the collection of information contained In this
form are not required to respond unless the form displays a currentty valid
OMB control number. SEC 1696 (02-03) 10of 16




TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACGOUNTANT whose opinion is contained in this Report

NAME (Jf individual, state last, first, middle name)

Recelal 0\ V)

[70
ADDRESS
SONAGR
2394 Nostcaed Do 7] Qoo ] WY 1 \a\Q 7
Number and Street City State Zip Code
CHECK ONE
ﬂ Cerlified Public Accountant FOR SEC USE
[] Public Accountant
[[] Accountant not resident in United States

or any of its possessions

00 NOT WRITE UNDER THIS LINE . . . FOR SEC USE OMLY

WORK LOCATION REPORT DATE DOC. SEQ. NO. GARD
MWDDYYY
[ 50 [ 51 [ s2] [s3]
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART ItA
BROKER OR DEALER . ‘ \ N 3
i Yoosaoghon Coodo\ G TN
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
as of (MWDD/YY) a0 b )
SEC FALE NO. 98
Consolidated 108
Unconsolidates'r)]q [ T99 ]
Allowable Non-Allowable Total
LT $ 3 U 20 $ TINMOX  [TH0 ]
2. Receivables trom brokers or dealers:
A Clearance account % 245
B. Other ... 0| S 550 810
3. Receivable from non-Customers ........ococvecinimismsersenas 355 600 | % 830
4. Securities and spot commodities
owned at market value:
A, Exempled SECURES .......coecvveeeeeeeeeereeene e 418
B. Debt securities .. 419
C. Options =y
D. Other securities 5’:“ .i 424
E. Spot commodities % 430 L"k‘“l 333\ I 850 t
5. Securities andfor other investments
not readily marketable:
A Atcosts, § [130]
B. Al estimated Fa valos [aan ] [s10] [ess
6. Securilies borrowed under subordination
agresments and partners” individual and capital
securities accounts, at marked vajue: Iml {ml
A Exempted
securities $ | 150]
8. Other
securities $ [ 180}
7. Secured demand notes: [4n0] Iml lasul
Market vatue of collateral:
A Exempted
securties $ | ml
B. Other
securities $ | 1su|
8. Memberships in exchanges:
A, Owned, at
market $ 190
8. Owned, at cost. 650
C. Contributed for use of the company, at
markel value % [ 660 ] [s00 |
9, Investment in and receivables from affiliates,
subsidiaries and assaciated partnerships ..........coce...... [[480] 670 I 910 |
10Q. Property, fumiture, equipment, leasehald
improvernents and rfights under lease agreements,
at cost-net of accumulated depreciation and )
amortization I 490 S¥NY m) S.8nR 520
11. Other assets 535 BN\, Jo0 {135 34, 76 930
12, TOTAL ASSETS 35 S14713Y s ls G, (9K uols 555 333 [0
OMIT PENNIES

SEC 1696 (02-03) 3 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER - . asot A\ 09
RN ON Caddvol Card
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
LIABJLITIES AND OWNERSHIP EQUITY
Al Non-All.
13. Bank loans payable ..... $ 1045 $ [1255]% § 1470)
14, Payabie to brokers or dealers:
A. Clearance account W 1as T4 1315 W, 25T (s
B. Other ... %o 1115 1305 1540
15. Payable to non-CUSTOMETS ..o 1185 1355 1610
16, Securities sold not yet purchased,
at market value........... 5_78 {13s0) 572 [1620
17. Accounts payable, accrued liabilities,
expenses and other %L—\. S—‘D(ms] (1385l RS s [1685]
18, Notes and mortgages payable;
A. Unsecured ........ 1210 1650
B. Secured 121, [390] %, 1700
19. E. Liabiliies subordinated to claims
of general creditors:
A. Cash bomowings: [3400} 1710
1. trom outsiders?, § [am}
2. includes equity subordination (15¢3-1{d))
of... 3 930
B. Securities borrowings, at market vatue ........... [1a10) [1720]
from outsiders $
C. Pursuant to secured demand note
collateral agreements ... [ lml {1730
1. trom outsikters $ [ieoo]
2, includes eguity subordination {15¢3-1
of... $ 1010
D. Exchange memberships contributed for
use of compary, at market value ..............coveuee | 1430 1740
E. Accounts and other borrowings not
qualified for net capital purposes ....c.coooveeeceeneae 1220 1440 - 1750
20, TOTAL LIABILITIES ..o ececneresecnseee $_ e MO [i1230] 3 577% 1a50) § VW, XGX 1760
Owmership Equity
21. Sole Proprietorship S 1770
22, Partnership (HMRed PAIIETE) ..o.roeeeoeveesererorernrece i 11020) 1780
23. Corporation:
A. Prefered stock 1791
B. Gommon stock - L0, 060 11792
C. Additiona! paid-in capital - >R Ij]:}% 1793
D. Retained eamings Y 1794
(T e HO% UHeYy
F. 1855 DAl SIOCK M1 ITBASURY ...orocemeeecceeereeemsermcnsesanseras srecesceessneacsseos emseos ssse e ceas e s s ss e £t s SR AS 240 b bt et etk 11 "6l )| 1796
24, TOTAL OWNERSHIP EQUITY .voveiecesocemmermameomnmesmrmmsneeosmeessmsenseeesessons e $_AOY YN 7500
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY .......covveverrveer s srrmsssssesssmmsssss s sbsssssesssssemsemmeessms sossemss s sseesemasmsmesmossmssase seeeon $ 1810
OMIT PENNIES

SEC 1696 {02-03) 5 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER . . . as of Ws\O G
KenswaOn  Coodal (B

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial Condition .............oe v e L3 WZ)% \L{ bq 3480
2. Deduct ownership equity not allowable for Net Capital ...........cccc.oioeeecererem et ecareerareersrnens Tl }) 3450
3. Total ownership equity qualified for Net Capital ...... WSS Y, H 3500
4, Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of net capital 3520
8. . Other (deductions) or alowable credits (List) 3525
5. Total capital and allowable subordinated liabiliies.......... s e - 8wk, Ui 3530
6. Deductions and/or charges:
A. Total non-allowable assets from
Statement of Financial Condition {Notes B and C) i3 L\Q \bo% 3540
B. Secured demand note delinquency 3590
C. Commodity futures contracts and spot commodities —
praprietary capital charges 3600
0. Other deductions and/or charges 3610 1o.b 0% 1] 3620 |
7. Other additions and/or allowable credits {List) .. 3630
8. Net capital before hairculs on securities positions s 3640
9, Haircuts on securities (compuled, where applicable, pursuant to 15¢3-1{f)}:
A. Confractual securities commitments $ 3660
8. Subordinated securities borrowings ..... 3670
C. Trading and investment securities:
1. Exampted secuities A 3135
2. Debd secaities 373
= 3. Options 3730
4. Other securities 3% g\E 3734
g' COther (List) % ( " 54% ) 3740]
10. Net Capital s. 39233  [Gm)
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER - . as of \/B\'B \\ 0 b
e st tn Caode) e

COMPUTATION OF NET CAPITAL REQUIREMENT

PartA

p
11, Minimum net capital required (6%,% of BNE 1) .uvvvoueeurmressersssserssasssssssserooeeesrcerens . s A f3756)
12. Minimum daltar net capital requirement of reporting broker or dealer and minimum net capital requirement \00

of subsidiaries computed in accordance with Note (A) ........co.ccevveennen. $ 1 DOD 3758
13. Net capital requirernent (greater of line 11 o1 12) ........... $_ L, 000D 760

14. Excess net capital {line 10 fess 13) $ 202, 23 [am
15, Excess net capital at 1000% (line 10 less 10% of fine 19) ......... 2 s %Y 034 3780

CUM.PUTATION OF AGGREGATE INDEBTEDNESS

15. Total A\, kabilities from Statement of Financial Condition......... $ \L\ b I)‘q‘0 [3r30)
17. Add:

A, Drafts for imMadiate CrEdit ........vveecceeis s eceeeeessseecsensesscesesserssesoasensasst srsssns S 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 apgregate indebtedness $_ WG, a0 3840
19, Percenmtage of aggregate indebtedness to net capital (line 18 + by line 10) % Mg 3850
20. Percentage of debt to debt-equity tota) computed in accordance with Rule 15c3-1(d) % [0 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Pt B
21. 2% of combined aggregate debit items as shown in Formula for Aeserw: Requirements porsta to Rule 15¢3-3

prepased as of the date of the net capital computation inchsding both brokers or dealers and consolidated subsidiasies’ debits . $ {3s70]
22, Minimum dultar net capital requirement of reporting broker or dealer and mininum net capitat requirement of

subsidiaries computed in accordance with Nate (A) N 3580
23. Net capital requirement (greater of kne 21 or 22} 3 3760
24, Excess capital (ine 10 less 23) H 3910
25. Net capital in excess of the greater of;

A. 5% of combined aggregate debit items or $120,000 .....ooo..evvemerercececeeensesns e e $ [3520])
N OTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer 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 altemative method is used.

{B8) 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 memberships in exchanges contributed for use of company (contra to item 1740) and partners' securities which were included in non-allowable
assets.

(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent shouid pravide a list of material non-allowable assets.

SEC 1696 (02-03) 9 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART fIA

BROKER OR DEALER v ¢ nsa 00 Caindre)  (atd

For the period (MMDDYY) fromy} QML [F8370te W \AMTh (333
Number of months included in this statement \ A 393
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions:
2. Gommissions on transactions in exchange listed equity securities executed on an exchange ... $ 7 3“[ .3‘-[0 [3935]
b. Commissions on listed option transactions = - 3938
C. All other secunties commissions .... 3539
d. Total securities commissions 3540
2. Gains or losses on fim securities trading accounts
4. From market making in options on a national securities exchange 3945
b, From all other trading .......coveeecvceeme e serssime cesasrss e 3948
c. Total gain (loss}) 3950
3. Gains or losses on firm securities investment accounts 3952
4. Profit {loss) from underwriting and SEIING GrOUPS ......cumeirrieermcersrm it crsssssssissrsreasseraserssssumassssesasssses essaserossrasasesessrasseses sssrans sessasen % 3955
5. HRevenue from sale of investment company shares 3970
B, COMMOUIIES TEVEIME........crvevrenreeerecorreeemsssemaessssssssrassmsss st asss s assssasessrsssres sonne 3590
7. Fees tor account supenvision, investment advisory and administrative services 3975
8. Other revenue ISAYANRES
O LT $ 149, sIR 4030
EXPENSES
10. Sataries and ather employment costs for penerat partners and vosing stockholder officers A1, 600 [@m
11, Other employee compensation and benefits _'8533‘1 4115
12. Commissions paid to other broker-deaters 4140
13. interest expense 4075
. Inthdes interest on accouns sishject to subondination agreements 0
14. Regulztory tees and expenses 3‘{.%%6 41%
15. Other expenses S12,3%2  [400
16. Total expenses $_ 314, 153 4200
NET INCOME
17. Income {loss) before Federal income taxes and itemns betow (Ttem 3 fess ttem 16) $ (7D|'O\a 4210
18. Provision for Federal income taxes (for parent only) - Y 4220
19, Equity in eamnings (losses) of unconsolidated subsidiaries not included above 4222
. After Federal ICOME TAXES OF ..........oococoeoeesceeeomseeesessessstssssssec s o ot srensasssssesemsessessssesnsens [4338]
20, EXrAordinary QRINS (JOSSES) ....c.uivvvueriersecserrsimsseisssimssssesssesessserssecsseansanss sesbasabssmssstastesmeemssess soneesemssmsrsenscrsee 4224|
a.  After Federal iINCOME 1AXES OF . ..........cemesremessensessosssnrsrnesssenons [ 4239]
21, Cumulative etfect of changes in accounting prnCIpIES .......occrvecriemmesrcrcseraennecrene ™\ 4225
22. Net income (loss) after Federal income taxes and extraordinary fBIMS .............coowerreeemerreesmusserrnrsmsasmssnsnsssssrssssssmsssssossssssssssentsossonses $ T, AS\ (230
MONTHLY INCOME
23. Income (current month only) before provision for Federal income taxes and extraorfinany emMS ............coovveerveecreimeseeseneees $ 58 C§

SEC 1696 (02-03) 11 of 16



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER AL q}\gf\ (‘&Qf\\tk\ (oe

For the period (MMDDYY) from WolGo 1o B\\"S\\Ob

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

1. Balance, beginning of period ..................
A, NEtinCOME (JOSS) covurirerreesermesssensress esesrnssssessssnsen
B. Additions (Includes non-conforming capital of 3 4262} Y
€. Deductions {Includes NOR-COMOMING CAPHA! OF e eeeervessssssssnsssssssosssssonsssmmmmmmsesnesstomtonsoserne $ 4272)) U3 000, Tan

..................................... s AR, 468 @

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

2. Balance, end of period {From item 1800 ................

3. Balance, beginning Of PEMDU ..cov.ewr..ceimeesemsmrersnresssarsrmsmrasssrsserssrrsmermnsss ssssmmsstmsssssms ensares sesssssssssasassssmassesennsnsees s 4300
A. Increases 4310

B, DECTBASES ......coivucereinsicasasmessimssonss semsesrnssesecssss semseses e arasesassans b sa bt s b4t AL St e b e s s e tmse e ses seerass 4320

4. Balance, end of pericd (From item 3520) H {4330]
OMIT PERNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER \ o g\M*““ Cr ’\)E\O\ Cocsd> as of \X\E-Nbb
A] \. h)
EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24. I 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 capitat category as per Rule 15¢3-1 ..... 4550
8. (k)(2){A) — "Special Account for the Exclusive Benefit of customers” maintained 4560
C. (k)(2)(B} — All customer transactions cleared through another bmker-dealer on a tully disclosed basis.

Name of clearing fimm, < audl0R SR \\\Q,S‘ T oc [4335] 4570
D. (k)(3) — Exempted by order of the Commission {include copy of letter) 4580

Ownership Equity and Subordinated Liabilities maturing or proposed 1o be wilhdrawn 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 {nsider or amourt and/or Net Withdrawal or to
{See betow Outsider? Capital Value of Maturity Renew
{or code ) Name af Lender or Contributor {tnor Out) Securities) Date (Yes or Noj
h# [4600 [4601] 4602 4603] 4604 [#605]
"2 {4610} [a6m fa512] [4513] [4614 {4615]
- [#520) [es22] [%623] [4524) [4625]
k¥ [#630] [4631] [4632] [4633] {4534 [4635]
% [4s40] [asa1] [aea2] [#s43] [4644] [%645]
Totad $% [4599]
OMIT PENNIES

Instructions: Detail Listing must include the total of items maturing during the six month period fallowing the report date, regardless of whether or not the capital contribution is
expected to be renewed. The schedule must also inciuda proposed capital withdrawals scheduled within the 5 month period following the report date including
the proposed redemption of stock and anticipated accruals which woukd cause a reduction of Net Gapital. These anticipated accruals woutd include amounts of
bonuses, pariners’ drawing accounts, taxes, and interest on capital, vatuntary contributions to pension or profit sharing plans, etc., which have not been deducted
in the computation of Net Capital, bit 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) 15 of 16




KENSINGTON CAPITAL CORP.

FINANCIAL STATEMENTS

DECEMBER 31, 2006




Neil D. Rischall CPA

Certified Public Accountant
2294 Nostrand Ave Suite 1003
Brooklyn, New York 11210
Phone (718) 692-0510 Fax (718) 732-4504
Email : CPA@post.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, 2006 and the related statements of income,
retained earnings and cash flows for the year then ended that you are filing pursuant to Rule 17a-5
under the Secunities Exchange Act of 1934 and Regulation 1.16 under the Commodity Exchange
Act. These financial statements are the responsibility of the Company’s management. My
responsibility 1s to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with anditing 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. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. [ believe
that my audit provides a reasonable basis for my opinton. '

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, 2006 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.
oo 2

NEIL D. RISCHALL,
Certified Public Accountant

Brooklyn, NY
February 1, 2007




KENSINGTON CAPITAL CORP.
Statement of Financial Condition

December 31

ASSET

Cash

Money Market Account

Prepaid Expenses & Other Receivable

Securities - Long

Furniture, Fixtures and Equipment,
accumulated depreciation of $120,

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS'

Accrued Expenses and Payroll Taxes
Accrued Salaries

Due to Broker

Securities Sold - Not Yet Purchased

Total Liabilities

Stockholders' Equity

. 2006

S

s

at cost,
731

less

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

73,402
127,539
34,760
313,783

5,848

555,332

7,565
27,000
111,725
578

146,868

40,000
271,738
96,726

408,464

555,332

See Accountants' Report and Notes to Financial Statements



KENSINGTON CAPITAL CORP.
Statements of Income and Retained Earmnings
For the Year Ended December 31, 2006

INCOME
Commigsion Revenue S 734,340
Loss on Securities Trading (Note 9) ( 22,680)
Interest and Dividend Income 62,728
Other Income 25,150
Total Income 799,538
OPERATING EXPENSES
Salarieg - Officers 237,600
Salaries - Other 85,284
Commissions 5,800
Clearance Charges 87,119
Profegsional Fees . 41,321
Rent 24,402
Registration & Filing Fees 34,886
Telephone 21,304
Outside Services 2,785
Interest and Bank Charges 487
Bad debt 31,000
Travel Expenses 14,170
Office Expense 21,603
Insurance 65,426
Auto Expenses 23,754
Depreciation 2,287
Miscellaneous Taxes 25,864
Charitable Contributions 84,821
Advertising and Promotion 46,136
Bad Debt 1,106
Miscellaneous Expenses 810
Total Operating Expenses 857,965
Operating Loss ( 58,427)
Provision for-Income Taxes { 12,188)
Net Loss ( 70,615)
Retained Earnings - Beginning of Year 169,341
Less:Shareholder Distributions ( 2,000)
Retained Earnings - End of Year S 96,726

See Accountants' Report and Notes to Financial Statements




KENSINGTON CAPITAL CORP.
Statement of Cash Flows
For the Year Ended December 31, 2006

Cash flows from operating activities:

Net Loss $( 70,615)

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

Depreciation and amortization { 1,444)
Securities 37,289
Due to/from Broker 18,927
Prepaid Expenses 31,522
Accrued Expenses & Payroll Taxes ( 12,929)
Accrued Salaries ( 1,791)
Securities Sold-Not Yet Purchased 573
Total adjustments 72,147
Net cash provided by operating activities 1,532

Cash flows from investing activities:

Purchase Fixed Assets {( 4,2860)

Net cash used by investing activities { 4,260)

Cash flows from financing activities:

Distributions to Shareholders ( 2,000)
Net cash used by financing activities ( 2,000}
Net decrease in cash and equivalents { 4,728)
Cash and equivalents, beginning 205,669
Cagh and equivalents, ending $ 200,941

Supplemental disclosures of cash flow information:

Cash paid during the period for:

Income taxes S 100
See accountant's report and notes to financial statements.
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KENSINGTON CAPITAL CORP.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

NOTE | - 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 1s 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 conventron) or modified accelerated cost recovery method over the estimated
useful lives. The estimated useful lives of property and equipment are from 3 to 5 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 is 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 $46,136 for the year
ended December 31, 2006.

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, 2006

NOTE { - 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.

At December 31, 2006, property, plant and equipment are summarized by major
classifications as follows:

Cost Depreciation Value

Furniture & Fixtures $ 23,980 $ 23,980 $ -0-
Computer Equipment 18,855 13,007 5,848
Automobile 2,500 2,500 _-0-
Total $ 45335 $ 39,487 $5.848

Depreciation expense for the year ended December 31, 2006 was $1,668.

See Accountants’ Report.




KENSINGTON CAPITAL CORP.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

NOTE 6 - PROFIT ON TRADING

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

Securities $(53,156)
Securities Sold Not Yet
Purchased (Short Sales) (110)

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 $ 225
New York City Corporation Tax 11.963
Total $12,188

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 $303,263
Required Net Capital $100,000
Excess Net Capital $203,263
Ratio of Aggregate Indebtedness

to Net Capital 48

See Accountants' Report.




KENSINGTON CAPITAL CORP.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

NOTE 9 - NET CAPITAL (Continued)

The Company is also subject to the Regulation 1.17 under the Commodity Futures Trading
Commission {CFTC) which requires that the Company maintain a minimum net capital, as defined,
in the amount of $50,000.

At December 31, 20006, the Company’s net capital was $253,263 in excess of the CFTC’s
minimum requirement.

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, 2006 the Company made $2,000 in
distrtbutions to its sharcholders from retained earnings.

See Accountants' Report.




KENSINGTON CAPITAL CORP.
RECONCILIATION BETWEEN UNAUDITED AND AUDITED FOCUS REPORTS
DECEMBER 31, 2006

There were no material differences between audited and unaudited focus reports.




Neinl 1. Ruschall CPA

Certified Public Accountant
2294 Nostrand Ave Suite 1003
Brookilyn, New York 11210
Phone (718) 692-0510 Fax (718) 732-4504
Email : CPA@post.com

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 irregularitics 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, [ do not express an
opinion on the system of internal accounting control of KENSINGTON CAPITAL CORP. taken as
awhole. However, my study and evaluation disclosed no condition that we believed to be a material
weakmness.

T 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, 2006 to meet the Commission's
objectives. '

This report 1s 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.

w«:«w

NEIL D. RISCHALL,
Certified Public Accountant

Brooklyn, NY
February 1, 2007




Neil D. Rischall CPA

Certified Public Accountant
2294 Nostrand Ave Suite 1003
Brooklyn, New York 11210
Phone (718) 692-0510 Fax (718) 732-4504
Email : CPA@post.com

February 1, 2007
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, 2006.

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 1 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, 2006 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.

\f o 0l

NEIL D. RISCHALL
Certified Public Accountant

Brooklyn, NY
February 1, 2007




Neil D. Rischall CPA
Certified Public Accountant
2294 Nostrand Ave Suite 1003
Brooklyn, New York 11210
Phone (718) 692-0510 Fax (718) 732-4504
Email : CPA@post.com

To the Stockholders February 1, 2007
KENSINGTON CAPITAL CORP.
Brooklyn, New York

[ have examined the accompanying financial statements of KENSINGTON CAPITAL
CORP. for the year ended December 31, 2006, and have issued my report thereon dated February
1, 2007. As part of my examination, [ 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
E7a-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 1in making the
quarterly securities examinations, counts, venfications and comparisons, and the recordation of
differences required by Rule 17a-13 or in complying with the requirements for prompt payment for
securnities 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.

END




