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INDEPENDENT AUDITORS’ REPORT

To the Member of
KR Securities, LLC

We have audited the accompanying statement of financial condition of KR Securities, LLC
(the “Company”) as of December 31, 2009, and the related statements of operations, changes
in member’s 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. These 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 financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of KR Securities, LLC as of December 31, 2009 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 a whole. The information included on page 10 is presented for purposes
of additional analysis and is not a required part of the basic financial statements, but 1s
supplementary information required by Rule 17a-5 of 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 a whole.

W Bugin Tomtn s Co, R

McGuigan Tombs & Company, P.C.
February 12, 2010 Certified Public Accountants

Manasquan, New Jersey



KR SECURITIES, LLC
Statement of Financial Condition
December 31, 2009

ASSETS
Cash and cash equivalents $ 49,372
Receivable from brokers and dealers 88,125
Total assets $ 137,497

MEMBER'S EQUITY

Member’s equity $ 137,497
Total member’s equity $§ 137,497

See accompanying notes to financial statements
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KR SECURITIES, LLC
Statement of Operations
For the Year Ended December 31, 2009

Revenues
Principal transactions
Commissions
Distribution service fee
Interest income
Total revenues

Expenses
Administrative services
Clearance and commission fees
Dues and subscriptions
Insurance expense
Other operating expense
Total expenses

Net income

See accompanying notes to financial statements

5-

$ 324,349
7,958

215

102
332,624

274,000
24,289
9,393
2,099
456
310,237

$ 22387



KR SECURITIES, LLC
Statement of Changes in Member’s Equity
For the Year Ended December 31, 2009

Total
Member’s equity, beginning of year $ 115,110
Net income 22,387
Distributions to members -
Member’s equity, end of year 3 137,497

See accompanying notes to financial statements

-6-



KR SECURITIES, LLC
Statement of Cash Flows
For the Year Ended December 31, 2009

Cash flows provided by operating activities
Net income $ 22,387

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

Receivable from brokers and dealers (21,923)
Net cash provided by operating activities 464
Net increase in cash and cash equivalents 464
Cash and cash equivalents as of beginning of year 48,908
Cash and cash equivalents as of end of year $ 49,372

See accompanying notes to financial statements

-



KR SECURITIES, LLC
Notes to Financial Statements
December 31, 2009

Note 1 -Summary of significant accounting policies
Organization
KR Securities, LLC (the “Company”) is a single-member Delaware
limited liability company. The Company is a wholly-owned subsidiary of
Krieger, Ruderman & Co., LLC (the “Parent” or “Member”).

The Company is registered with the Securities and Exchange
Commission as a broker-dealer and is a member of the Financial
Industry Regulatory Authority.

The Company does not carry customers’ accounts and does not receive,
deliver or hold cash or securities in connection with such transactions.
The Company has a clearing agreement with JP Morgan Clearing Corp
(“JP Morgan”) formerly known as Bear Stearns Securities Corporation
whereby JP Morgan clears transactions for the Company’s customers
and carries the accounts of such customers on a fully disclosed basis as
customers of JP Morgan. Accordingly, customer open transactions are
not reflected on the accompanying statement of financial condition. The
Company is exposed to credit losses on these open transactions in the
event of nonperformance by its customers. This exposure is reduced by
the Company’s policy of obtaining and maintaining adequate collateral
until open transactions are completed.

Use of estimates

The preparation of the financial statements in conformity with generally
accepted accounting principles in the United States of America requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures 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.

Securities transactions

Transactions in securities are recorded on the trade date. Securities
owned and securities sold, but not yet purchased are recorded at market
value on a trade-date basis. Securities sold, but not yet purchased are
subject to market fluctuations which may require purchasing the
securities at prices which may differ from the market value reflected on
the statement of financial condition.

Commissions
Commission revenues and related expenses from customer transactions
are recorded on the trade date. When acting as broker or dealer, the
Company will be entitled to receive brokerage commissions, mark-ups or
mark-downs.




KR SECURITIES, LLC
Notes to Financial Statements (cont’d)
December 31, 2009

Note 1 -Summary of significant accounting policies (cont’d)
Cash and cash equivalents
Cash and cash equivalents include cash and short-term money market
instruments with original maturity dates of three months or less.

Concentration of credit risk

The Company maintains its cash balances with quality financial
institutions. The balances are insured by the Federal Deposit Insurance
Corporation up to $250,000. At times actual balances may exceed
federally insured limits.

Income taxes

The Company is a single-member limited liability company. The taxable
income or loss of the Company is allocated to and included in the tax
returns of the individual members of the Parent. The Company may be
subject to state and local taxes in certain jurisdictions in which they
operate.

Subsequent events

In May 2009, the FASB issued a standard on subsequent events which
was effective for the Company’s period ended September 30, 2009. This
standard requires interim and annual disclosure of the date through
which subsequent events have been evaluated, as well as whether that
date is the date the financial statements were issued or the date the
financial statements were available to be issued. The Company’s
adoption of this standard was applied prospectively. The Company
evaluated subsequent events through the report date on February 12,
2010, no disclosure 1s necessary.

Accounting Standards Codification

In June 2009, the Financial Accounting Standards Board (FASB) issued
a standard which established the FASB Accounting Standards
Codification as the source of authoritative accounting principles
recognized by the FASB to be applied by nongovernmental entities in
the preparation of financial statements in conformity with GAAP. The
Codification was effective for financial statements issued for interim and
annual

Note 2 -Related party transaction

The expenses associated with management of the Company and certain
other administrative expenses are allocated by the Parent to the
Company pursuant to an expense allocation agreement. Accordingly,
the results of operations are not necessarily indicative of those results
had the Company been a stand-alone entity. For the year ended
December 31, 2009, the Company was allocated administrative expenses
of $274,000 from the Parent.

9.



KR SECURITIES, LLC
Notes to Financial Statements (cont’d)
December 31, 2009

Note 3 -Net capital requirements

The Company is subject to the Securities and Exchange Commission’s
Uniform Net Capital Rule (SEC rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to minimum 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). At
December 31, 2009, the Company had net capital of $132,127, which
was $127,127 in excess of its required net capital of $5,000.

Proprietary accounts held at the clearing broker (“PAIB Assets”) are
considered allowable assets in the computation of net capital pursuant
to an agreement between the Company and the clearing broker, which
requires, among other things, for the clearing broker to perform a
computation of PAIB Assets similar to the customer reserve computation
set forth in SEC rule 15¢3-3.

Note 4 -Profit sharing plan
The Company has a nonqualified employee profit sharing plan, which
provides for contributions at the discretion of management. Employees
become vested over a six-year period. The Company did not make any
contributions for the year ended December 31, 2009.

-10-
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KR SECURITIES, LLC
Computation of Net Capital Pursuant to
Rule 15¢3-1 of the Securities and Exchange Commission
December 31, 2009

Net capital
Member’s equity $ 137,497

Deductions and/or charges
Nonallowable assets

Other deductions 5,000

Net capital before haircuts on

securities positions 132,497
Haircuts on securities positions 370
Net capital $ 132,127
Aggregated indebtedness $ 0
Aggregate indebtedness to net capital ratio Otol

Computation of basic net capital requirement
Minimum net capital required (greater of 6-2/3% of aggregate

Indebtedness or $5,000) 5,000
Net capital in excess of requirement $ 127,127

Note
There are no material differences between the preceding computation
and the Company’s corresponding unaudited part II of Form X-17A-5 as
of December 31, 2009.

-11-
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February 12, 2010
The Board of Directors
KR Securities, LLC
600 Pretty Brook Road
Princeton, New Jersey 08540

Gentlemen:

In planning and performing our audit of the financial statements of KR
Securities, LLC (“the Company”), as of and for the year ended December 31,
2009, in accordance with auditing standards generally accepted in the United
States of America, we considered 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 Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange
Commission (SEC), we have made a study of the practices and procedures
followed by the Company including consideration of control activities for
safeguarding securities. This study included tests of such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-
5(g) in making the periodic computations of aggregate indebtedness (or
aggregated debits) and net capital under Rule 17a-3(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 relating to customer securities, we did not review
the practices and procedures followed by the Company in making the
quarterly securities examination, 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
Federal Reserve Regulation T of the Board of Governors of the Federal
Reserve System.

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



The Board of Directors
KR Securities, LLC
February 12, 2010
Page Two

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 17(a)-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and 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 result 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

L4



The Board of Directors
KR Securities, LLC
February 12, 2010
Page Three

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 December 31, 2009,
to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of
Directors, management of KR Securities, LLC, the Financial Industry
Regulatory Authority (FINRA), the Securities and Exchange Commission,
and 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.

Very truly yours,

W'bwﬂh Tombtrg » Co, -

McGuigan Tombs & Company, P.C.
Certified Public Accountants



SECURITIES INVESTOR PROTECTION CORPORATION
SIPC-6 805 15th St. N.W. Suite 800, Washington, D.C. 20005-2215 SIPC-6
202-371-8300
(28-REV 3/09) General Assessment Payment Form (28-REV 3/09)

For the first half of the fiscal year endingv@ceme’e&-&, 200—3— _

(Read carefully the instructions in your Werking Copy before completing this Form)
TO BE FILED BY ALL MEMBERS OF THE SECURITIES INVESTOR PROTECTION CORPORATION

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

: Note: If any of the information shown on the mailing fabel
I 051337 = FINRA DEC 10*10 - - : : At
KR SECURITIES LLC requires correction, please e-mail any corrections to :

600 PRETTY BROOK RD form@smg.org and so indicate on the form m.ed.

PRINCETON NJ 08540-7510
Name and teiephone number of person to contact

respecting this form. (gg%qz,([/%é?ﬂ

L | KicdARY A - RUpERmMA

2. A. General assessment payment for the first half of the fiscal year 140 0 O
(item 2e from page 2 but not less than $150 minimum) $ ¢
1. Less payment of $150 made with SIPC-4 made in January, February or March 2009 ( I;OA 09

-

Date Paid AIQIJE

2. Assessment balance dus

(For alllfiscal year%nds except January, February, or March)

B. Interest computed on late payment (see instruction E) for days at 20% per annum

Nong

C. Total assessment and interest due $

D. PAID WITH THIS FORM: _
Check enclosed, payable to SIPC ,Jb'\gé
Total (must be same as C above) $

3. Subsidiaries (S} and predecessors {P) inclﬁded in this form (give name and 1934 Act registration number):

g ; . 2 L DBrvr L N B -
The SIPC member submitting this form and the KK 56(})&1‘ i ‘69 L{/{/

person by whom it is executed represent thereby

that all information contained herein is true, correct {Name of Corporation, Partnership o other organization)
and complete.

Dated the_li day of WUP{&Y QULLg W&EF gpékafﬁgeé&gl?ﬁ%&

(Tite)

This form and the assessment payment Is due 30 days after the end of the first six months of the fiscal year. Retain the
Working Copy of this form for a period of not less than 6 years, the latest 2 years In an easily accessible place.

e Dates:

; Fostmarked Received Reviewed

L . .

= Calculations Documentation ________ Forward Copy
Ll )

o Exceptions:

U s .

Q- Disposition of exceptions:

7 1

)




DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the fiscal period .
beginning April 1, 2009

and ending 20
Eliminate cents
item No. » ()
2a. Total revenue (FOCUS Line 12/Part ilA Line 9, Code 4030) $ b 3?0

2b. Additions:
(1} Total revenues from the securities business of subsiciaries (except foreign subsidiaries} and
predecessors not included above.

(2) Net loss from principal fransactions in securities in frading accounts.

(3) Net loss from principal transactions in commodities in trading accounts,

(4) Interest and dividend expense deducted in determining item 2a.

(5) Net foss from management of or participation in the underwriting or distribution of securities.

(6) Expenses other than advertising, printing, registration fees and legai fees deducted in determining net
profit from management of or participation in underwriting or distribution of securities.

(7) Net loss from securities in invesiment accounts.

Total additions Nﬁﬂfe
2¢. Deductions:

(1) Revenues from the distribution of shares of a registered open end investment company or unit
investment trust, from the sale of variable annuities, from the business of insurance, lrom
investment adviscry services rendered to registered investment companies or insurance company
separate accounts and from transactions in security futures products.

{2} Revenues from commodity transactions.

(3) Commissions, floor brokerage and clearance paid to other SIPC members in connection with
securities transactions. ?401/ b

{4) Reimbursements for postage in connection with proxy solicitation.

(5! Net gain from securities in investment accounts.

{6} 100% of commissions and markups earned from transactions in (i) certificates of deposit and
{ii) Treasury bills, bankers acceptances or commercial paper {hat matyre nine months or less
from issuance dale.

{7) Direct expenses of printing, advertising and legal fees incurred in cennection with other revenue
related to the securities business (revenue defined by Section 16{9)(L) of the Act).

(8) Other revenue not related either directly or indirectly to the securities business.
(See Instruction C):

{9} (i) Total interest and dividend expense (FOCUS Line 22/PART 1IA Line 13,
Code 4075 plus line 2b{4) above) but not in excess
of tetal interest and dividend income $

(i) 40% of interest earned on cusiomers securities accounts
(40% of FOCUS line 5, Code 3960} $

Enter the greater of line (i) or (ii)

Tetal deductions ?507)

2d. SIPC Net Operating Revenues $ 58 988

14T

2e. General Assessment @ .0025 $

(to page 1 but noi less than
$150 minimum)




