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ERE LLP
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accountants & advisors Fax; 212.576.1414
Www.ere-Cpa.com

INDEPENDENT AUDITORS’ REPORT

To the Board of Managers
Semaphore Corporate Finance, Inc.

We have audited the accompanying statement of financial condition of Semaphore Corporate
Finance, Inc. as of May 31, 2008, and the related statements of income, changes in stockholders’
equity and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934, These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements
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 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 financia! statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred 1o above present fairly, in all material respects, the
combined financial position of Semaphore Corporate Finance, Inc. as of May 31, 2008, and its
results of operations and cash flows for the vear then ended, in conformity with accounting
principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule I is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects in relation to the basic combined financial
statements taken as a whole.

EE tLp

New York, NY
July 21, 2008



-

SEMAPHORE CORPORATE FINANCE, INC.

STATEMENT OF FINANCIAL CONDITION
-

May 31, 2008
Assets:
Cash 3 14,887
QOther receivables 30,797
Total Assets $ 45,684

Liabilities and Stockholders' Equity

Liabilities:
Accrued expenses 5 6,329
Total Liahilities ‘ $ 6,329

Stockholders' Equity:
Common steck, no par value; 5,000 shares authorized;

120 shares outstanding issued and outstanding 10,000
Additional paid-in capital 45,890
Accumulated deficit (18,535)

Total Stockholders' Equity 39,385
Total Liabilities and Stockholders' Equity $ 45,684

The accompanying notes are an integral part of the financial statements.
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SEMAPHORE CORPORATE FINANCE, INC.

STATEMENT OF INCOME
-

Year ended May 31, 2008
Revenues:
Other income 3 34 880

Total revenues

Expenses
Consulting fees 30,000
Professional fees i ) 13,416
Business licenses and fees 278
Insurance 504
Office and other expenses 30
Total expenses 44,228
Net Loss $ (9,348)

The accompanying notes are an integral part of the financial statements.
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SEMAPHORE CORPORATE FINANCE, INC

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

Year ended May 31, 2008

Additional Total
Common Stock Paid-in Accumulated Stockholider's
Shares Amount Capital Deficit Equity
Balance, June 1 120 10,000 - 45 880 (7,187) 48,703
Net income . - (9,348) (9,348)
Balance, May 31 120 & 10,000 B 45890 § (16,535) $ 39,355

The accompanying notes are an integral part of the financial statements.



SEMAPHORE CORPORATE FINANCE, INC.

: STATEMENT OF CASH FLOWS
O
Year ended May 31, 2008

Operating activities

Net loss $ (2,348)
Adjustments to reconcile net loss to net cash provided by operating activities ’
Changes in operating assets and liabilities

Decrease in accrued expenses {207}

Net cash provided by operating activities . ) ) 3 (9,555)

Net increase in cash and cash equivalents

Cash and cash equivalents - beginning of year 24 442

Cash and cash equivalents - end of year $ 14,887

Supplemental Disclosures of Cash Flows Information:

Cash paid during the year for:
Income taxes b -

The accompanying notes are an integral part of the financial statements.
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SEMAPHORE CORPORATE FINANCE, INC.

NOTES TO FINANCIAL STATEMENTS
May 31, 2008

[

2.

3.

ORGANIZATION

Organization

AND SUMMARY OF Semaphore Corporate Finance, Inc. (the “Company”), a Connecticut corporation is a

SIGNIFICANT
ACCOUNTING
POLICIES:

INCOME TAXES

NET CAPITAL
REQUIREMENT:

broker-dealer registered with the Securities and Exchange Commission (the “SEC”)
and a member of the National Association of Securities Dealers, Inc. (the “NASD”).

From time to time, the Company provides consulting services and assists in the
consummation of transactions for which a broker dealer license is required. The
Company operates under the exemptive provisions of SEC rule 15¢3-3(k)(2)(i). The
Company does not carry customer accounts, take custody of securities or extend
margin credit to any customers

Cash and cash equivalents
Cash and cash equivalents include all cash balances and highly-liquid investments

with an original maturity of three months or less.

Use of estimates

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

Income taxes

The Company accounts for income taxes pursuant to the asset and liability method
which requires deferred income tax assets and liabilities to be computed for
temporarily differences between the financial statement and tax bases of assets and
liabilities that wili result in taxable or deductible amounts in the future based on
enacted tax laws and rates applicable to the periods in which the temporary differences
are expected to affect taxable income. Valuation allowances arc established when
necessary to reduce deferred tax assets to the amount expected to be realized. The
income tax provision or credit is the tax payable or refundable for the period plus or
minus the change during the period in deferred tax assets and liabilities.

There was no provision for income taxes in 2008 as the company has a remaining net
operating loss carry forward of $16,125. The deferred tax asset related to the net
operating loss carry forward is not material.

The Company is subject to 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. At
May 31, 2007, the Company had net capital of $8,558, which was 33,558 in excess of
its required net capital of $5,000. The Company’s net capital ratio was .74 to 1.



SEMAPHORE CORPORATE FINANCE, INC.

NOTES TO FINANCIAL STATEMENTS
May 31, 2008

4. RELATED PARTY The Company’s consulting fees totaled $30,000 for the year ended May 31, 2008 and
TRANSACTIONS:  were comprised of fees charged by its stockholders.

The other receivable on the Statement of Financial Condition is due from the
company’s stockholders. No interest is being charged on this receivable.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL

To the Shareholders
Semaphore Corporate Finance, Inc.

In planning and performing our audit of the financial statements of Semaphore Corporate Finance, Inc., (the
“ Company) as of and for the year ended May 31, 2008, in accordance with auditing standards generally
accepted in the United States of America, we con51dered the Company's internal control over financial
reporting (internal control), ) as a basis for designing our auditing procedures for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Company's internal control. Accordingly, we do not express an opinion on the effectiveness of the
Comparny's internal control.

I Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC™), we have
made a study of the practices and procedures followed by the Company. This study included tests of
compliance with such practices and procedures that we considered relevant to the objectives stated in Rule

I 17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate deblts) and net capital
under Rule 17-a3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial functions

l relating to customer securities, we did not review the practices and procedures foliowed by the Company in
any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons, and the
recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Reguiation T of the Board of Governors of the Federal Reserve System

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by rule 15¢3-3

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are reqmred to assess the expected benefits and related costs of controls 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 SEC’s above-mentioned objectives. Two of the objectives of
internal control 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 conformity with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.




‘Because of inherent limitations in internal control or the practices and procedures referred to above, error or

fraud may 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 effectiveness of
their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity's ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity's financial statements that is more than inconsequential will not be prevented
or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs
and would not necessarily identify all deficiencies in internal control that might be material weaknesses. We
did not identify any deficiencies in internal control and control activities for safeguarding securities that we
consider to be material weaknesses, as defined above..

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC 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, we believe that the Company’s practices and procedures, as
described in the second paragraph of this report, were adequate at May 31, 2008 to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the National Association of Securities Dealers, Inc. and the other regulatory agencies that rely on Rule 17a-
5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is
not intended to be and should not be used by anyone other than these specified parties.

E/ Lep

New York, NY
July 21, 2008




SEMAPHORE CORPORATE FINANCE, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1
OF SECURITIES AND EXCHANGE COMMISSION

A
Year ended May 31, 2008

Net capital:
Total stockholders' equity $ 39,355
Deduct non-allowable asset a0,797
Net capital - . 8,558
Aggregate indebtedness - total liabilities - _ 6,329

Computation of basic net capital requirement:
Minimum net capital required (greater of 6-2/3% of aggregate indebtness or $5000

dollar net capital requirement) 5,000
Excess of net capital over minimum net capital 3,558
Excess of net capital at 1,000% __ 7,925
Ratio of aggregate indebtedness to net capital 0.74

No material discrepancies exist between the above computation and the computation included in the
Company's correspeonding unaudited Focus Report, Form X-17A-5 Part llA filing

END

The accompanying notes are an integral part of the financial statements.
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