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LEUMI INVESTMENT SERVICES INC

MEMBER FINRA SIPC

AFFIRMATION

We Hillel Waxman and John Sanfratello affirm that to the best of our knowledge and belief

the accompanying financial statement and supporting schedules pertaining to Leumi Investment

Services Inc LISI for the year ended December 31 2009 are true and correct further

affirm that neither LIST nor any officer or director has any proprietary interest in any account

classified solely as that of customer
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Statement of Financial Condition

Statement of Income Loss

Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

fl Information Relating to the Possession or Control Requirements Under Rule 5c3-3

LI Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-

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

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

methods of consolidation

An Oath or Affirmation

Li copy of the SIPC Supplemental Report

report describing any material inadequacies
found to exist or found to have existed since the date of the

previous audit

Forconditions of confidential treatment of certain portions ofthisfiling see section 240.1 7a-5e
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Wholly-Owned Subsidiary of Bank Leumi USA
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholder

Leumi Investment Services Inc

We have audited the accompanying statement of financial condition of Leumi Investment

Services Inc the Company as of December 31 2009 This statement of financial condition is

the responsibility of the Companys management Our responsibility is to express an opinion on

this statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the statement of financial condition is free of material misstatement We were not

engaged to perform an audit of the Companys internal control over financial reporting Our audit

included consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the statement of financial condition

assessing the accounting principles used and significant estimates made by management and

evaluating the overall statement of financial condition presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above present fairly in all

material respects the financial position of Leumi Investment Services Inc at December 31

2009 in conformity with U.S generally accepted accounting principles

6t417LLP

February 24 2010

member firm of Ernst Young Global Limited



Leumi Investment Services Inc

Wholly-Owned Subsidiary of Bank Leumi USA

Statement of Financial Condition

December 31 2009

Assets

Cash 5299126

Deposit with clearing organization 100000

Securities ownedat fair value 18512702

Receivable from clearing organization 265138

Equipment and leasehold improvements less accumulated

depreciation and amortization of $136140 44712

Deferred tax assets 547386

Prepaid expenses 86026
Other assets 339846

Total assets 25194936

Liabilities and shareholders equity

Liabilities

Securities sold not yet purchased 300000
Accounts payable 346182
Liabilities in respect of employee benefit plans 971241

Payable to Parent 2311685

Total liabilities 3929108

Shareholders equity

Common stock $1.00 par value authorized 100 shares

10 shares issued and outstanding 10

Additional paid-in capital 3115537

Accumulated other comprehensive loss 544431
Retained earnings 18694712

Total shareholders equity 21265828

Total liabilities and shareholders equity 25194936

See notes to statement offmnancial condition



Leumi Investment Services Inc

Wholly-Owned Subsidiary of Bank Leumi USA

Notes to Statement of Financial Condition

December 31 2009

Organization and Summary of Significant Accounting Policies

Leumi Investment Services Inc LIST or the Company is wholly-owned subsidiary of

Bank Leumi USA the Parent which is subsidiary of Bank Leumi Le-Israel Corporation

BLL Corp. BLL Corp is wholly-owned subsidiary of Bank Leumi Le-Israel B.M the

Bank banking corporation organized in Israel with subsidiaries and affiliates throughout

the world LISI provides brokerage services to individual and institutional customers located

throughout the world

LISI is registered securities broker dealer with the Securities and Exchange Commission

SEC and is member of the Financial Industry Regulatory Authority FINRA All

securities are cleared through another broker-dealer on fully disclosed basis

The following is summary of the significant accounting policies

Use of Estimates The preparation of the statement of financial condition in conformity with

accounting principles generally accepted in the United States of America generally

accepted accounting principles requires management to make estimates and assumptions

that affect the reported amounts in the accompanying statement of financial condition Such

estimates include the useful lives of equipment and leasehold improvements fair value of

financial instruments calculation of pension and post-retirement benefits fair value of

pension plan assets and realization of deferred tax assets Actual results could differ from

such estimates

Income Taxes LISIs results of operations are included in the consolidated U.S Federal

income tax return of BLL Corp LIST uses the asset and liability method at currently enacted

rates in providing income tax expense Federal income taxes are calculated as if LISI filed

its income tax return on separate-company basis State and local income tax returns are

prepared on separate-return basis Under the asset and liability method deferred tax assets

and liabilities are recorded for temporary differences between the tax basis of assets and

liabilities and their recorded amounts for financial reporting purposes using currently enacted

tax laws

Cash Flows For purposes of reporting cash flows LIST considers all highly liquid

investments with original maturities of less than three months as cash equivalents



Leumi Investment Services Inc

Wholly-Owned Subsidiary of Bank Leumi USA

Notes to Statement of Financial Condition continued

Organization and Summary of Significant Accounting Policies continued

Securities owned and sold not yet purchased Proprietary securities transactions settling

regular-way are recorded on trade date basis Securities held principally for resale in the

near term are classified as trading and are recorded at their fair value

Equiyment and Leasehold Improvements Equipment and leasehold improvements are stated

at cost less accumulated depreciation and amortization

Fair Value of Financial Instruments All financial assets and liabilities are carried at fair

value or amounts that approximate fair value In accordance with Accounting Standard

Codification ASC 820 Fair Value Measurements and Disclosures the fair value of these

financial instruments is the amount that would be received to sell an asset or paid to transfer

liability in an orderly transaction between market participants at the measurement date i.e
the exit price

Employee Benefit Plans The cost of pension and other post-retirement plans are determined

on the basis of actuarial valuations LISI participates in defined benefit pension plan and

post-retirement health and life insurance plan covering substantially all of the Parents U.S

employees and receives an allocation of such costs

New Accounting Pronouncements In July 2009 the Financial Accounting Standards Board

FASB issued The FASB Accounting Standards CodificationTM and the Hierarchy of

Generally Accepted Accounting Principles The new standard represents the FASB approval

of its accounting standards codification as the single source of authoritative United States

accounting and reporting standards applicable for all non-governmental entities Rules and

interpretative releases of the SEC under authority of the federal securities laws are also

sources of GAAP for SEC registrants The codification which changes the organization and

referencing of financial accounting and reporting standards was effective for LISIs current

fiscal year and certain references in this statement of financial condition to generally accepted

accounting principles use the codifications numbering system prescribed by the FASB



Leumi Investment Services Inc

Wholly-Owned Subsidiary of Bank Leumi USA

Notes to Statement of Financial Condition continued

Organization and Summary of Significant Accounting Policies continued

In June 2006 the FASB issued ASC 740-10 Income Taxes formerly FASB Interpretation

No 48 Accounting for Uncertainty in Income Taxes an interpretation of FASB Statement

No.109 which clarifies the accounting for uncertainty in income taxes recognized in

companys financial statements and prescribes that company should use more-likely-than-

not recognition threshold based on the technical merits of the tax positions taken or expected

to be taken The new accounting pronouncement also provides guidance on derecognition

classification interest and penalties accounting in interim periods disclosure and transition

LISI adopted this accounting guidance effective January 2009 and the adoption had no

material impact on LISIs statement of financial condition

In May 2009 the FASB issued ASC 855-10 Subsequent Events which establishes general

accounting and disclosure guidance with respect to events that occur after the balance sheet

date but before financial statements are issued or otherwise available In particular the

standard sets forth guidance with respect to the period after the balance sheet date during

which management of reporting entity should evaluate events or transactions that may
occur for potential recognition or disclosure in its financial statements the circumstances

under which an entity should recognize events or transactions occurring after the balance

sheet date in its financial statements and the disclosures that an entity should provide

about events or transactions that occur after the balance sheet date LISI adopted the new

standard as of December 31 2009 and the adoption had no material impact on LISIs

statement of financial condition

Securities Owned and Sold Not Yet Purchased

As of December 31 2009 LISI has investments in treasury bills and note of $17187164 and

corporate bond of $1325538 which mature within one year and are classified as trading

securities These investments are stated at fair value based on quoted market bid prices

As of December 31 2009 LISI has corporate bond of $300000 which was sold not yet

purchased This investment is stated at fair value based on quoted bid price



Leumi Investment Services Inc

Wholly-Owned Subsidiary of Bank Leumi USA

Notes to Statement of Financial Condition continued

Net Capital and Other Regulatory Requirements

LIST is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 which requires the

maintenance of minimum net capital as defined equal to the greater of $250000 or 6-2/3% of

total aggregate indebtedness At December 31 2009 LIST had net capital of $14880261 which

was $14630261 in excess of the minimum requirement LISTs ratio of aggregate indebtedness

to net capital was 0.24 to

LIST has entered into written agreement with its clearing firm which requires the clearing firm

to perform PAIB reserve computation with regard to all the assets of LIST held by the

respective clearing firm Consequently the assets of LISI held at the clearing firm are treated as

allowable assets for purposes of LTSIs net capital computation

Income Taxes

As of December 31 2009 LISI had gross deferred tax assets of $547386 primarily due to net

unrealized actuarial losses on employee benefit plans and the book and tax depreciation

difference on fixed assets Management believes that the deferred tax assets will be fully utilized

in the future Accordingly no valuation allowance has been recorded

At December 31 2009 the Company did not have any unrecognized tax benefits

Related Party Transactions

LTSI has cash of $5189763 held in an interest free checking account with the Parent as of

December 31 2009

Pursuant to service agreement the Parent provided certain operating and other administrative

support facilities and services to LIST Such facilities and services include treasury management

and operation use of office space payroll accounting and other administration



Leumi Investment Services Inc

Wholly-Owned Subsidiary of Bank Leumi USA

Notes to Statement of Financial Condition continued

Financial Instruments with Off-Balance Sheet Credit Risk and

Concentration of Credit Risk

LIST applies the provisions of ASC 460 Guarantees which provides accounting and disclosure

requirements for certain guarantees In the normal course of business LISTs clearing broker is

exposed to risk of loss on customer transactions in the event of customers inability to meet the

terms of its contracts the clearing broker may have to purchase or sell securities at prevailing

market prices in order to fulfill the customers obligations LIST has guaranteed to indemnify the

clearing broker for losses that the clearing broker may sustain from the customer accounts

introduced by LIST LISTs liability under these arrangements is not quantifiable However the

potential for LIST to be required to make payments under this agreement is remote Accordingly

no contingent liability is carried on the statement of financial condition for these transactions As

of December 31 2009 there were no amounts owed to the clearing broker by these customers

LIST utilizes the services of clearing broker for the settlement of its introduced customers

securities transactions These activities may expose LIST to risk of loss in the event that the

clearing brokers are unable to fulfill the terms of the contracts LISTs liability under these

arrangements is not quantifiable

Securities sold not yet purchased represent obligations to purchase specified securities at

contracted price Accordingly these transactions may result in unrecorded market risk as

LISTs obligation to purchase these securities in the market may exceed the amount

recognized in the statement of financial condition

Commitments and Contingencies

LIST is subject to certain legal actions which arise out of the normal course of business

Management believes that the resolution of any litigation or investigation will not have

material adverse effect on the statement of financial condition of LIST



Leumi Investment Services Inc

Wholly-Owned Subsidiary of Bank Leumi USA

Notes to Statement of Financial Condition continued

Employee Benefit Plans

LISI participates in defined benefit pension plan and post-retirement health and life insurance

plan covering substantially all of the Parents U.S employees The costs of the pension and other

post-retirement plans are determined on the basis of actuarial valuations The Parent measures

the plan assets and the benefit obligations at each fiscal year end and recognizes the

compensation cost of employees pension benefits including prior service cost over the

employees approximate service period This process involves making certain estimates and

assumptions including the discount rate and the expected long-term rate of return on plan assets

The Parent amortizes as component of employee benefit expense unrecognized net gains and

losses over the average future service of active participants to the extent that the gain/loss

exceeds 10% of the greater of the projected benefit obligation or the fair value of plan assets

LISI also participates in the Parents defined contribution sheltered savings plan that covers

substantially all employees who have completed one year of service LISTs contribution is 50%
of each participants contribution but is limited to 3% of base compensation for employees who

joined LISI on or before December 31 2006 participant hired on or after January 2007
who is not eligible to participate in the defined benefit pension plan sponsored by the Parent will

receive matching contribution equal to 50% of his/her salary deduction up to 6% of eligible

earnings during the first three years of employment After completing three years of service the

amount of matching contribution will increase to 66.67% of his/her salary deduction up to 6% of

eligible earnings After completing five years of service the amount of matching contribution

will be increased to 88.33% of his/her salary deduction up to 6% of eligible earnings After

completing nine years of service the amount of matching contribution will be increased to 100%

of his/her salary deduction up to 6% of eligible earnings As of October 2008 any new hire

will automatically be enrolled in the Plan The default contribution is 6% The new retirement

target funds will be the default funds if no election is made As of November 2008 existing

employees who are not participating in the plan are also automatically enrolled Participants may
elect to contribute up to 15% of their base salary subject to Internal Revenue Service limitations

LISI contributed $52793 to the sheltered savings plan in 2009



Leumi Investment Services Inc

Wholly-Owned Subsidiary of Bank Leumi USA

Notes to Statement of Financial Condition continued

Employee Benefit Plans continued

Effective January 2009 the Plan was revised to comply with changes to rules under Internal

Revenue Code section 415 made by recent legislation and revised final Treasury regulations

issued June 11 2007 The changes included increasing the
statutory limits on compensation and

benefits changing certain actuarial assumptions and interest rates altering the elements of

compensation used to calculate the 415 limit and modification of how the limit is adjusted in

various circumstances such as for benefit commencement at other than Normal Retirement Age

Fair Value of Financial Instruments

Securities owned are stated at fair value based on bid quoted market prices These securities are

actively traded in the market and thus fall under Level hierarchy of fair value LISIs other

financial instruments are short-term in nature Consequently carrying amounts of these assets

and liabilities approximate estimated fair value

10 Subsequent Events

Management has evaluated the possibility of significant subsequent events existing
in LISTs

statement of financial condition through February 24 2010 and has made necessary adjustments

to respective financial statement accounts
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SCHEDULE OF ASSESSMENTS AND PAYMENTS
FORM SIPC-7T

Leumi Investment Services Inc

Wholly-Owned Subsidiary of Bank Leumi USA
Year Ended December 31 2009

With Agreed Upon Procedures Report of Independent

Registered Public Accounting Firm

This report is intended solely for the information and use of the specf led parties and is not intended to

be and should not be used by anyone other than these specified parties



Leumi Investment Services Inc
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Report of Independent Registered Public Accounting Firm on Applying Agreed-Upon Procedures

To the Board of Directors and Management of Leumi Investment Securities Inc

We have performed the procedures enumerated below which were agreed to by the Board of Directors and

management of Leumi Investment Securities Inc LIST or the Company the Securities Investor

Protection Corporation SIPC the Securities and Exchange Commission and the Financial Industry

Regulatory Authority in accordance with Rule 7a-5e4 of the Securities Exchange Act of 1934 We

performed the procedures solely to assist the specified parties in evaluating LISTs compliance with the

applicable instructions of the Transitional Assessment Reconciliation Form SIPC-7T for the period

beginning April 2009 through December 31 2009 LISTs management is responsible for the Companys

compliance with those requirements This agreed-upon procedures engagement was conducted in accordance

with attestation standards established by the American Institute of Certified Public Accountants The

sufficiency of these procedures is solely the responsibility of those parties specified in this report

Consequently we make no representation regarding the sufficiency of the procedures described below either

for the purpose for which this report has been requested or for any other purpose

The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement record

entries noting agreement without exception

Compared the amounts derived from the Financial and Operational Combined Uniform Single Report

FOCUS reports for the fiscal period beginning April 2009 and ending December 31 2009 as

applicable with the amounts reported in Form SIPC-7T for the period beginning April 2009 and

ending December 31 2009 noting agreement without exception

Compared any adjustments reported in Form SIPC-7T with supporting schedules and working papers

noting agreement without exception

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the related

supporting schedules and working papers supporting the adjustments noting agreement without

exception

Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7T

on which it was originally computed noting no overpayment

We were not engaged to and did not conduct an examination the objective of which would be the expression

of an opinion on compliance with the applicable instructions of the Transitional Assessment Reconciliation

Form SIPC-7T for the period from April 2009 through December 31 2009 Accordingly we do not

express such an opinion Had we performed additional procedures other matters might have come to our

attention that would have been reported to you

member firm of Ernst Young Global Limited



This report is intended solely for the infonnation and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

47LLP

February 24 2010



SECURITIES INVESIOR0 PROTECTION CORPORATION
805 15th St N.W Suite 800 Washington D.C 20005-2215

202-371-8300

Transitional Assessment Reconciliation

Read carefully the instructions in your Working Copy before completing this Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

purposes of the audit requirement of SEC Rule 17a-5

The SIPC member submitting this form and the

person by whom it is executed represent thereby

that all information contained herein is true correct

and complete

Note If any of the information shown on the mailing label

requires correction please e-mail any corrections to

form@sipc.org and so indicate on the form filed

Name and telephone number of person to contact

respecting this form

_j zis CJ/c- ii.cg2

z3g3-

0-
/1
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/C 9s3

SIPC-7T

29-REV 2IO95

SIPC-7T

29-REV 12/09

052993 FINRA DEC

LEUMI INVESTMENT SERVICES INC 77
562-564 FIFTH AVENUE

NEW YORK NY 10036

General Assessment 2e from page not less than $150 minimumI

Less ay ent made wijh SIPC-6 filed including $150 paid with 2009 SIPC-4 exclude interest

7ft4/Q
Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interest computed on late payment see instruction for days at 20% per annum

Total assessment balance and interest due or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above

Overpayment carried forward

Subsidiaries and predecessors included in this form give name and 1934 Act registration number

t/

ELMl W9S197 SEWCcS /C4
orpo on Par ersh other organization

Dated the____ day of 20

flute

ThIs form and the assessment payment is due 60 days after the end of the fiscal year Retain the Working of this form

for period of not tess Than years the latest years hi an easily accessibte place

Dates
____________ ____________ ____________
Postmarked

IJJ

Calculations _________ _________ __________

Exceptions

Disposition of exceptions

Received Reviewed

Documentation _________ Forward Copy



DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENRAL ASSESSMENT

Amounts for the fiscal period

beginning Akril

and endingt 31
Eliminate cents

Item No
2a Total revenue FOCUS Line 12/Part IA Line Code 4030 f0
2b Additions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net toss from principal transactions in securities in trading accounts ________________________________

Net loss from principal transactions in commodities in trading accounls

Interesl and dividend expense deducted in determining ilem 2a

Net loss from management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing registration tees and legal tees deducled in delerrnining net

profit from management of or participation in underwriting or distribution of securities

Net loss from securities in investment accounts

Total additions ______________________________

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy solicitation

Net gain from securities in investment accounts _______________________________

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

Direct expenses of printing advertising and legal fees incurred in connection with other revenue

related to the securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

Total interest and dividend expense FOCUS Line 22/PART ItA Line 13

Code 4075 pIus line 2b4 above but not in excess

of tOtal interest and dividend income

ii 40% of interest earned on cuslomers securities accounts

40% of FOCUS line Code 3960

Enter the greater of line or ii

Total deductions ______________________________

2d SIPC Net Operating Revenues 33 cq

2e General Assessment .0025 $___________________________

to page but not less than

$150 minimum
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