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ROSE SNYDER JACOBS

CORPORATION OF CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS REPORT

To the Members

Kerlin Capital Group LLC

We have audited the accompanying statement of financial condition of Kerlin Capital

Group LLC California limited liability company as of December 31 2008 and the related

statements of operations changes in members 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 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 financial statement presentation We believe that our audit provides reasonable basis

for our opinion

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

respects the financial position of Kerlin Capital Group LLC 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 supplementary schedule is

presented for the purpose of additional analysis and is not 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 our audit of the basic financial statements and in our opinion is fairly stated in all

material respects in relation to the basic financial statements taken as whole

Rose Snyder Jacobs

Corporation of Certified Public Accountants

Encino California

February 2009

15821 VENTURA BOULEVARD SUITE 490 ENCINO CALIFORNIA 91436

PHONE 818461-0600 FAX 818461-0610



KERLIN CAPITAL GROUP LLC

CALIFORNIA LIMITED LIABILITY COMPANY
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

ASSETS

CURRENT ASSETS

Cash 69612
Accounts receivable net of allowance for doubtful accounts of $0 70583

Prepaid expenses 16442

TOTAL CURRENT ASSETS 156637

PROPERTY AND EQUIPMENT at cost

Computer equipment 81857
Office furniture and equipment 241931

Leasehold improvements 35310

359098

Less accumulated depreciation

and amortization 303935

NET PROPERTY AND EQUIPMENT 55163

OTHER ASSETS

Deposits 7749
Investment in private company note 50000

TOTAL OTHER ASSETS 57749

TOTAL ASSETS 269549

LIABILITIES AND MEMBERS EQUITY

CURRENT LIABILITIES

Accounts payable and accrued expenses 13475

COMMITMENTS AND CONTINGENCIES note

MEMBERS EQUITY 256074

TOTAL LIABILITIES AND

MEMBERS EQUITY 269549

See independent auditors report and

notes to financial statements
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KERLIN CAPITAL GROUP LLC

CALIFORNIA LIMITED LIABILITY COMPANY
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2008

REVENUE note

Retainer fees 605000

Advisory fees 15000

Other income 85819

TOTAL REVENUE 705819

EXPENSES

Employee compensation and benefits 537312

Occupancy 126646

Other operating expenses 54920
Communications and data processing 54121

Scholarships 30000

Depreciation and amortization 29379
Professional fees 29936

Travel and entertainment 27355
Taxes 15665

Parking 5440
Interest and bank charges 641

TOTAL OPERATING EXPENSES 911415

NET LOSS 205596

See independent auditors report and

notes to financial statements
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KERLIN CAPITAL GROUP LLC

CALIFORNIA LIMITED LIABILITY COMPANY
STATEMENT OF CHANGES IN MEMBERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2008

Balance at January 2008

Net loss

296670

205596

Contributions from members 315000

Distributions to members

Balance at December 31 2008

150000

256074

See independent auditors report and

notes to financial statements
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KERLIN CAPITAL GROUP LLC

CALIFORNIA LIMITED LIABILITY COMPANY
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss 205596
Adjustments to reconcile net loss

to net cash used in operating activities

Depreciation and amortization 29379

Changes in assets increase

Accounts receivable 15763
Prepaid expenses 15595

Changes in liabilities decrease

Accounts payable and accrued expenses 47467

NET CASH USED IN OPERATING ACTIVITIES 255042

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of property and equipment 9445

NET CASH USED IN INVESTING ACTIVITIES 9445

CASH FLOWS FROM FINANCING ACTIVITIES

Contributions from members 315000

Distributions to members 150000

NET CASH PROVIDED BY FINANCING ACTIVITIES 165000

NET DECREASE IN CASH 99487

CASH BEGINNING OF YEAR 169099

CASH ENDOFYEAR 69612

Supplementary disclosure

Franchise state taxes paid in cash 6800

See independent auditors report and

notes to financial statements
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KERLIN CAPITAL GROUP LLC
CALIFORNIA LIMITED LIABILITY COMPANY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Kerlin Capital Group LLC the Company is mergers and acquisitions type FNRA

broker/dealer that provides investment banking services to corporate clients within the United

States The Company has no subsidiaries The Company does no underwriting carries no

customer accounts and has no inventory of marketable securities

The Company has only one class of members with all rights and privileges of voting contribution

and distribution Members have limited liability to the extent of their agreed capital contributions

Property and Equipment

Property and equipment are stated at cost Depreciation and amortization are computed over the

estimated lives of the assets three to seven years using accelerated methods except for leasehold

improvements which are amortized over the term of the lease under the straight line method

Accounts receivables

Accounts receivable are customer obligations due under normal trade terms The Company

performs continuing credit evaluations of its customers financial condition Management reviews

accounts receivable on regular basis based on contracted terms and how recently payments have

been received to determine if any such amounts will potentially be uncollected The Company
includes any balances that are determined to be uncollectible in its allowance for doubtful

accounts After all attempts to collect receivable have failed the receivable is written off Based

on the information available management believes the Companys accounts receivable are all

collectible

Income Taxes

The Company is organized as limited liability company The Company is not liable for federal

income tax but is annually liable for minimum state franchise tax of $800 plus an annual fee

based upon gross revenue The members are personally liable for income taxes on their respective

shares of the Companys income

Revenue Recognition

In general revenue is recognized when the service is performed Some advisory fees are contingent

upon the success of contemplated transaction Such fees are recognized when the contingency is

met

Cash Flows

For the purpose of the statement of cash flows the Company considers cash equivalents to include

cash and short term money market mutual funds

Estimates

Generally accepted accounting principles require that the financial statements include estimates by

management in the valuation of certain assets and liabilities Management estimates the useful

lives of property and equipment the allowance for doubtful accounts and the value of its

investment in private company Management uses its historical records and knowledge of its

business in making these estimates Actual results could differ from those estimates applied in the

preparation of the financial statements

See independent auditors report
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KERLIN CAPITAL GROUP LLC
CALIFORNIA LIMITED LIABILITY COMPANY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Fair Value of Financial Instruments

The Companys financial instruments including accounts receivable accounts payable and accrued

expenses are carried at cost which approximates their fair value due to the relatively short

maturity of these instruments

INVESTMENTS

Investment in Private Company

During the year ended December 31 2005 the Company made an investment in private

company The investment for which quotation is not readily available is recorded at cost which

management determined in good faith to approximate fair market value Because of the

uncertainty of the valuation the estimated value may differ significantly from the value that would

have been used had ready market for the security existed

COMMITMENTS AND CONTINGENCIES

Cash Deposits

Financial instruments which potentially subject the Company to concentration of credit risk

consist principally of deposits held at bank which exceed federally insured limits by $25237 at

December 31 2008

Operating Leases

The following is schedule of future minimum rental payments required under operating leases for

office space and for vehicle that has an initial and remaining non-cancelable lease term in excess

of one year The Company is also responsible for its share of operating expenses This lease

expires in August 2011 The vehicle lease expires January 2010

Years Ending

December 31

2009 83064

2010 76544

2011 52097

Total rent expense for the year ended December 31 2008 with respect to office space and

vehicle totaled $79252

PENSION AND PROFIT-SHARING PLAN

In 2006 The Company adopted discretionary 401k profit-sharing plan covering substantially all

of its full-time employees The Company paid contributions of $11167 in 2008

See independent auditors report
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KERLIN CAPITAL GROUP LLC
CALIFORNIA LIMITED LIABILITY COMPANY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2008

NET CAPITAL

Pursuant to Rule 5c3- of the Securities and Exchange Commission the Company was required

to maintain net capital of not less than $5000 at December 31 2008 The net capital of the

Company at December 31 2008 amounted to $55766

MAJOR CLIENTS

During the year ended December 31 2008 the Company generated approximately 81% of its

revenue from three clients

See independent auditors report
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KERLIN CAPITAL GROUP LLC

CALIFORNIA LIMITED LIABILITY COMPANY
SCHEDULE OF COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31 2008

NET CAPITAL

Total stockholders equity 256074

Deduct stockholders equity not allowable for net

capital

Total stockholders equity qualified for net capital 256074

Add

Subordinated borrowings allowable in computation of

net capital

Other deductions or allowable credits-deferred

income tax payable

Total capital and allowable subordinated borrowings 256074

Deductions and/or charges

Nonallowable assets

Securities not readily marketable

Exchange memberships

Furniture equipment and leasehold

improvements net 55163

Other assets 144775

199938

Additional charges for customers and

noncustomers security accounts

Additional charges for customers and

noncustomers commodity accounts

Aged fails-to-deliver

Aged short security differences

Secured demand note deficiency

Commodity futures contracts and spot

commodities/proprietary capital charges

Other deductions and/or charges

Net capital before haircuts on securities positions

tentative net capital 56136

Haircuts on securities

Contractual securities commitments

Securities collateralizing secured demand notes

Trading and investment securities

Bankers acceptances certificates of deposit and

commercial paper

U.S and Canadian government obligations

State and municipal government obligations

Corporate obligations

Stocks and warrants

Options

Other securities 371

Undue concentrations

Net Capital 55765

See independent auditors report and

notes to financial statements
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KERLIN CAPITAL GROUP LLC

CALIFORNIA LIMITED LIABILITY COMPANY
SCHEDULE OF COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION CONTINUED
DECEMBER 31 2008

Aggregate indebtedness

Items included in statement of financial

condition

Short-term bank loans secured by customers

securities

Drafts payable

Payable to brokers and dealers

Payable to clearing broker

Payable to customers

Other accounts payable and accrued expenses 13475

Items not included in statement of

financial condition

Market value of securities borrowed for which no

equivalent value is paid or credited

Other unrecorded amounts

Total aggregate indebtedness 13475

Computation of basic net capital requirement

Minimum net capital required

Company 5000
Broker-dealer subsidiary

Total 5000

Excess net capital at 1500 percent 55765

Excess net capital at 1000 percent 54417

Ratio Aggregate indebtedness to net capital 0.24 to

Reconciliation with Companys computation

Note There are no material differences between the above computation and the Companys

unaudited Part II of Form X-17A-5 as of December 31 2008

See independent auditors report and

notes to financial statements

10



SNYDER JACOBS

CORPORATION OF CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS REPORT

To the Members

Kerlin Capital Group LLC

In planning and performing our audit of the financial statements and supplemental

schedule of Kerlin Capital Group LLC California limited liability company for the year ended

December 31 2008 we considered its internal control in order to determine our auditing

procedures for the purpose of expressing our opinion on the financial statements and not to

provide assurance on internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC
we have made study of the practices and procedures followed by the Company including tests

of such practices and procedures that we considered relevant to the objectives stated in rule

7a-5g in making the periodic computations of aggregate indebtedness and net capital under

rule 17a-3a1 and for determining compliance with the exemptive provisions of rule 15c3-3

Because the Company does not carry securities accounts for customers or perform custodial

functions relating to customer securities we did not review the practices and procedures

followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

Obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customer as required by Rule 15c3-3

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 required 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 SECs 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 managements authorization and recorded properly to permit the preparation

of financial statements in accordance with accounting principles generally accepted in the

United States of America Rule 17a-5g 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 operations may
deteriorate

-1
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Our consideration of internal control would not necessarily disclose all matters in

internal control 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 components does not reduce to

relatively low level the risk that error or fraud 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 internal control 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 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 SECs objectives

This report is intended solely for the information and use of management the SEC and

other regulatory agencies that rely on rule 17a-5g 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

Rose Snyder Jacobs

Corporation of Certified Public Accountants

Encino California

February 2009
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