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OATH OR AFFIRMATION

ROBERT KIPPS
swear or affirm that to the best of

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

KIPPSDESANTO COMPANY as

of DECEMBER 31 20_08 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 customer except as follows

Signature

MANAGING DIRECTOR

Title

k%zJ2 C4VTh
Notary Public
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Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

121 An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit
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RTIBIO CPA PC
CERTIFIED PUBLIC ACCOUNTANTS 2120 Powers Ferry Road

Suite 350

Atlanta GA 30339

Office 770 690-8995

Fax 770 980-1077

INDEPENDENT AUDITORS REPORT

To the Stockholder

KippsDeSanto Company

We have audited the accompanying statement of financial condition of KippsDeSanto

Company as of December 31 2008 and the related statements of operations changes in

stockholders equity and cash flows for the year then ended that you are filing pursuant to rule

17a-5 under the Securities and Exchange Act of 1934 These financial statements are the

responsibility of the Companys 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 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 fmancial statement

presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the fmancial statements referred to above present fairly in all material respects

the financial position of KippsDeSanto Company as of December 31 2008 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

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in the Schedules II and III is presented for

purposes of additional analysis and is not required part of the basic financial statements but is

supplementary information required by Rule 7a-5 of the Securities and Exchange Commission

Such information has been subjected to the auditing procedures applied in the audit of the basic

fmancial statements and in our opinion is fairly stated in all material respects in relation to the

basic fmancial statements taken as whole

February 26 2009

Atlanta Georgia

RUBIO CPA PC



KIPPSDESANTO COMPANY
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

ASSETS

2008

Cash and cash equivalents 1969002

Accounts receivable 45983

Prepaid expenses 514612

Deposits 109674

Property and equipment less accumulated

depreciation of $10135 132218

Total Assets 2.771489

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILITIES

Accounts payable and accrued expenses 82203

Deferred revenue 75000

Total Liabilities 157.203

STOCKHOLDERS EQUITY 2614286

Total Liabilities and Stockholders Equity 2.771489

The accompanying notes are an integral part of these financial statements



KIPPSDESANTO COMPANY
STATEMENT OF OPERATIONS

For the Year Ended December 31 2008

2008

REVENUES
Investment banking 9392185
Interest income 65044

Total revenues 9457229

GENERAL AND ADMINISTRATIVE EXPENSES

Employee compensation and benefits 3583709
Commissions 2412500

Occupancy 130476

Communications 60723

Other operating expenses 765158

Total expenses .952566

NET INCOME 2504663

The accompanying notes are an integral part of these financial statements



KJPPSDESANTO COMPANY
STATEMENT OF CASH FLOWS

For the Year Ended December 31 2008

2008

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 2504663

Stock option compensation 17605

Adjustments to reconcile net income to net cash

provided by operations

Depreciaton 7812

Increase in prepaid expenses 513412
Increase in accounts receivable 45983
Increase in accounts payable and accrued expenses 79143

Increase in deposits 109674
Increase in deferred revenue 75.000

NET CASH PROVIDED BY OPERATING ACTIVITIES 2015154

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property and equipment 140.030

NET CASH USED BY INVESTING ACTIVITIES 140030

CASH FLOWS FROM FINANCING ACTIVITIES

Contributions from stockholder 324740

Distributions to members 417340
NET CASH USED BY FiNANCiNG ACTIVITIES 92600

NET INCREASE IN CASH AND CASH EQUIVALENTS 1782524

CASH AND CASH EQUIVALENTS BALANCE

Beginning of year 186.478

End of year 1.969.002

SUPPLEMENTAL CASH FLOW INFORMATION

Stock option compensation expense 17.605

Non-cash contributions by stockholder 20636

The accompanying notes are an integral part of these financial statements



KIPPSDESANTO COMPANY
STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

For the Year Ended December 31 2008

Balance December 31 2007 184618

Net Income 2504663

Stockholder contributions

Cash 304104

Office equipment 20636

Stock option compensation 17605

Distributions to stockholders 417340

Balance December 31 2008 2.614.286

The accompanying notes are an integral part of these financial statements



KIPPSDESANTO COMPANY
NOTES TO FINANCIAL STATEMENTS

December 31 2008

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Description of Business KippsDeSanto Company the Company is

securities broker-dealer registered with the Securities and Exchange Commission SEC that is

regulated by the Financial Industry Regulatory Authority

The Company is primarily engaged in investment banking and advisory services The

Companys customers are located throughout the United States The Company is successor

entity to Colonial Capital Partners LLC and Banyan Capital Markets LLC

Cash and Cash Equivalents The Company considers all cash and money market instruments

with maturity of ninety days or less to be cash and cash equivalents

The Company maintains its deposits in high credit quality financial institutions Balances at

times may exceed insured limits

Income Taxes The Company is taxed as an corporation Therefore the income or losses of

the Company flow through to its stockholders and no income taxes are recorded in the

accompanying financial statements

Estimates Management uses estimates and assumptions in preparing financial statements in

accordance with generally accepted accounting principles Those estimates and assumptions

affect the reported amounts of assets liabilities revenues and expenses Actual results could

vary from the estimates that were assumed in preparing the financial statements

Investment Banking Revenues Investment banking revenues include fees from securities

offerings in which the Company acts as an agent Investment banking revenues also include fees

earned from providing merger and acquisition and financial advisory services Investment

banking fees and sales commissions are recorded upon settlement The underwriting fees are

recorded at the time the underwriting is completed and the income is readily determinable

NOTE NET CAPITAL

The Company as registered broker dealer is subject to the Securities and Exchange

Commission Uniform Net Capital Rule Rule 15c3-1 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 At December 31 2008 the Company had net capital of

$1811799 which was $1806319 in excess of its required net capital of $5480 and its ratio of

aggregate indebtedness to net capital was .05 to 1.0



KIPPSDESANTO COMPANY
NOTES TO FINANCIAL STATEMENTS

December 31 2008

NOTE CONCENTRATIONS

majority of the investment banking revenues were earned from single transaction in 2008

NOTE LEASE

The Company has lease for office premises that commences in January 2009

The future minimum lease payments under the office premises lease are as follows

2009 325000

2010 342000

2011 360000

2012 378000

2013 398.000

Total $1803000

NOTE STOCK OPTION PLAN

During 2008 the Company adopted stock option and equity plan whereby shares of the

Companys common stock are reserved for grants to employees of the Company The options

outstanding at December 31 2008 vest at 25% annually in the fifth sixth seventh and eighth

anniversaries of the date of grant

Pro forma information regarding net income and earnings per share is required by SFAS No 123 as

amended determined as if the Company had accounted for its employee stock options granted

subsequent to December 31 1994 under the fair value method of SFAS No 123 The fair value for

these options was estimated at the date of grant by management

Option valuation models require the input of highly subjective assumptions including the expected

stock price volatility Because the Companys employee stock options have characteristics

significantly different from those of traded options and because changes in the subjective input

assumptions can materially affect the fair value estimate in managements opinion the existing

models do not necessarily provide reliable single measure of the fair value of its employee stock

options

For purposes of pro forma disclosures under SFAS No 123 as amended by SFAS No 148 the

estimated fair value of the options is amortized to expense over the options vesting period The

following table illustrates the effect on net income and income per share if the fair value based

method had been applied to all outstanding and unvested awards in each period



KIPPSDESANTO COMPANY
NOTES TO FINANCIAL STATEMENTS

December 31 2008

NOTE STOCK OPTION PLAN

Net income as reported 2504663

Add Stock-based employee compensation expense

related to option grants included in reported net income 17605

Deduct Total stock-based employee compensation expense

determined under fair value based method 70420

Pro forma net income 2451848

In 2008 the net compensation expense charged to income was $17605

summary of the Companys stock options granted to employees and related information is as

follows

Exercise Weighted Weighted

Price Average Average

Number Per Exercise Fair

of Shares Share Price Value

Grantedduring2008 170850 3.00 3.00

10000 3.50 3.50

25000 4.00 4.00

205850

Exercised during 2008 33350 3.00 3.00

Outstanding at December 31 2008 172500 3.17 3.58
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SCHEDULE
KIPPSDESANTO COMPANY

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION ACT OF 1934

AS OF DECEMBER 31 2008

NET CAPITAL

Total stockholders equity $2614286

Less nonallowable assets

Accounts receivable 45983
Prepaid expenses and deposits 624286
Property and equipment 132218

802487

Net capital before haircuts 1811799

Less haircuts

Net capital 1811799

Minimum net capital required 5480

Excess net capital $1806319

Aggregate indebtedness 82203

Net capital based on agregate indebtedness 5.480

Ratio of aggregate indebtedness to net capital .05 to 1.0

RECONCILIATION WITH COMPANYS COMPUTATION OF NET CAPITAL INCLUDED
iN PART hA OF FORM X-17A-5 AS OF DECEMBER 31 2008

There is no significant difference between net capital included in Part hA of Form X-17A-5 and

net capital computed above



KIPPSDESANTO COMPANY

SCHEDULE II

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2008

The Company is exempt from the provisions of Rule 15c3-3 under the Securities Exchange Act

of 1934 pursuant to paragraph k2i of the rule

SCHEDULE III

INFORMATION RELATING TO THE POSSESSION OR CONTROL
REQUIREMENTS

UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31 2008

The Company is exempt from the provisions of Rule 15c3-3 under the Securities Exchange Act

of 1934 pursuant to paragraph k2i of the rule



RUBIO CPA PC
CERTIFIED PUBLIC ACCOUNTANTS 2120 Powers Ferry Road

Suite 350

Atlanta GA 30339

Office 770 690-8995

Fax 770 980-1077

INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROL

REQUIRED BY RULE 17a-5

To the Stockholder

KippsDeSanto Company

In planning and performing our audit of the financial statements of KippsDeSanto Company

for the year ended December 31 2008 we considered its internal control structure in order to

determine our auditing procedures for the purpose of expressing our opinion on the financial

statements and not to provide assurance on the internal control structure

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission we have

made study of the practices and procedures including test of compliance with such practices

and procedures followed by KippsDeSanto Company that we considered relevant to the

objective stated in Rule 7a-5g We also made study of the practices and procedures

followed by the Company in making the periodic computations of aggregate indebtedness and

net capital under Rule 7a-3 11 and the procedure for determining compliance with the

exemptive provisions of Rule 15c3-3 Because the Company does not carry security accounts

for customers or perform custodial functions relating to customer securities we did not review

the practices and procedures followed by the Company related to the following in making

the quarterly securities examinations counts verifications and comparisons and the recordation

of differences required by Rule 7a- 13 in complying with the requirements for prompt

payment for securities under Section of Regulation of the Board of Governors of the Federal

Reserve System and in obtaining and maintaining physical possession or control of all fully

paid and excess margin securities of customers as required by Rule 5c3 -3

The management of the Company is responsible for establishing and maintaining an internal

control structure and the practices and procedures referred to in the preceding paragraph In

fulfilling this responsibility estimates and judgments by management are required to assess the

expected benefits and related costs of internal control structure policies and 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 commissions above-mentioned

objectives Two of the objectives of an internal control structure 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 managements authorization

and recorded properly to permit preparation of financial statements in conformity with generally

accepted accounting principles Rule 7a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph



Page

Because of inherent limitations in any internal control structure or the practices and procedures

referred to above errors or irregularities 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

control deficiency exists when the design or operation of control does not allow management

or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination

of control deficiencies that adversely affects the entitys ability to initiate authorize record

process or report financial data reliably in accordance with generally accepted accounting

principles such that there is more than remote likelihood that misstatement of the entitys

financial statements that is more than inconsequential will not be prevented or detected by the

entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatementof the financial statements

will not be prevented or detected by the entitys internal control

Our consideration of the internal control structure would not necessarily disclose all matters in

the internal control structure that might be material weaknesses under standards established by

the American Institute of Certified Public Accountants material weakness is condition in

which the design or operation of the specific internal control structure elements does not reduce

to relatively low level the risk that errors or irregularities in amounts that would be material in

relation to the financial statements being audited may occur and not be detected within timely

period by employees in the normal course of performing their assigned functions However we
noted no matters involving the internal control structure 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 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

material inadequacy for such purposes Based on this understanding and on our study we
believe that the Companys practices and procedures were adequate at December 31 2008 to

meet the Commissions objectives

This report recognizes that it is not practicable in an organization the size of the Company to

achieve all the division of duties and cross-checks generally included in system of internal

accounting control and that alternatively greater reliance must be placed on surveillance by

management
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This report is intended solely for the use of management the Securities and Exchange

Commission the New York Stock Exchange and other regulatory agencies which rely on Rule

17a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and

dealers and should not be used for any other purpose

February 26 2009

Atlanta Georgia

RUBJO CPA PC


