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Elizabeth Tractenberg CPA
3832 SHANNON ROAD

LOS ANGELES CALIFORNIA 90027

323/669-0545 Fax 323/669-0575

elizabeth@tractenberg.net

INDEPENDENT AUDITORS REPORT

Board of Directors

Kyson Co Inc

Arcadia California

have audited the accompanying statement of financial condition of Kyson Co Inc the

Company as of December 31 2010 and related statements of income loss changes in

financial condition and changes in stockholders equity for the year then ended These

financial statements are being filed pursuant to Rule 17a-5 of the Securities Exchange Act of

1934 and include the supplemental schedule of the net capital computation required by rule

5c3- These financial statements are the responsibility of the Companys management My
responsibility is to express an opinion on these financial statements based on my audit

conducted my audit in accordance with auditing standards generally accepted in the United

States Those standards require that 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 believe that my audit provides reasonable basis for my opinion

In my opinion such financial statements referred to above present fairly in all material

respects the financial condition of the Company as of December 31 2010 and the results of its

operations changes in financial condition and stockholders equity for the year then ended in

conformity with accounting principles generally accepted in the United States

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

statements taken as whole The information contained in 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 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 my opinion is fairly stated in all material respects
in

relation to the basic financial statements taken as whole

Elizabeth Tractenberg CPA
Los Angeles California

February 142011



KYSON Co
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

Assets

Cash 15307

Clearing broker deposit 50000

Commissions receivable 25552

Marketable securities 18960

Property and Equipment at cost net of accumulated

depreciation of $27248 2375

Rent Deposit 5066

Petty cash 585

Total Assets 17.845

Liabilities and Stockholders Equity

Liabilities

Accrued expenses
5283

Brokers fees payable 4576

Total Liabilities 9859

Stockholders Equity

Common stock $1 par value 1000000 shares

authorized 140000 shares issued and outstanding 140000

Paid-in capital 50700

Treasury stock 35000

Retained earnings
47714 107986

Total Liabilities and Stockholders Equity Si 17.845

See accompanying notes to financial statements



KYSON Co
STATEMENT OF INCOME LOSS

FOR YEAR ENDED DECEMBER 31 2010

Revenues

Commissions and fees $344669

Interest income 2467

Gain on investments 14640

Total Revenues 332496

Direct Costs

Quote services 20560

Commission expense 25148

Ticket clearing charges 112762

Total Direct Costs 15 8.470

Gross Profit 174.026

Expenses

Advertising/marketing 4080

Depreciation 1193

Insurance 1312

Office expense 8343

Professional fees 4160

Regulatory fees 3209

Rent 37998

Salaries and payroll taxes 130203

Telephone 12849

Utilities 5018

All other expenses
1624

Total Expenses 209989

Income loss before provision for income taxes 35963

Income tax provision 800

Net Income Loss 36.763

See accompanying notes to financial statements



KYSON Co
STATEMENT OF CHANGES IN STOCKIOLDERS EQUITY

FOR YEAR ENDED DECEMBER 31 2010

Common Retained

Stock Common Treasury Paid-In Earnings

Shares Stock Stock Capital Deficit Total

Balance December 31 2009 140000 $140000 35000 $50700 5849 $161549

Net Income 36763 36763

Distribution _______ _______ _________ _______ 16800 16800

Balance December 31 2010 140.000 $140.000 35.OQQ S50.700 47.7i4 S107.986

See accompanying notes to financial statements



KYSON Co

STATEMENT OF CHANGES IN FINANCIAL CONDITION

FOR YEAR ENDED DECEMBER 31 2010

Cash Flows from Operating Activities

Net income $36763

Depreciation and amortization 1193

Increase in value of investment 13720

Changes in operating assets and liabilities

Petty cash 31

Commissions receivable 19129

Accounts payable 3458

Commissions payable 968

Net Cash Provided by Operating Activities 38520

Cash Flows Used in Acquisition Activities

Cash Flows for Investing Activities

Distribution 16800

Cash Flows for Investing Activities 16800

Net increase in cash 55320

Cash beginning of the year 70627

Cash December 31 2009 15.307

Supplemental Cash Flow Information

Cash paid for interest

Cash paid for income tax 800

See accompanying notes to financial statements



KYSON Co
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

NOTE 1- ORGANIZATION

Kyson Co Inc the Company is registered broker-dealer incorporated under the laws of

the State of California maintaining its principal office in Arcadia California The Company

operates pursuant to the ii exemptive provision of the SEC Rule 15c3-3 pursuant to

SEC Rule 17a-5d and does not hold customer funds or securities The Company was

incorporated in July 27 1994 and became member of the NASD February 22 1996 The

NASD and NYSE Member Regulation consolidated in 2007 to form the Financial Industry

Regulatory Agency FINRA

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation The consolidated financial statements include the accounts of the

Company and its wholly-owned subsidiaries The Company is engaged in single line of

business as securities broker-dealer which comprises several classes of services including

principal transactions agency transactions investment banking investment advisory and

venture capital businesses All material intercompany balances and transactions are eliminated

in consolidation

Cash and Cash Equivalents The Company considers all highly liquid investments with

original maturities of three months or less to be cash equivalents

Investments Investments in securities are valued at market value

Property Equipment and Depreciation Property and equipment are carried at cost

Depreciation is calculated using modified accelerated cost recovery system The estimated

lives of the depreciable Asset range from five to seven years

Commissions Commissions and related clearing expenses are recorded on trade-date basis

as securities transactions occur

Income taxes Income taxes are provided based on earnings reported for financial statement

purposes In accordance with FASB ASC Statement No 740 the asset and liability method

requires the recognition of deferred tax liabilities and asset for the expected future tax

consequences of temporary differences between tax basis and financial reporting basis of asset

and liabilities

Recent accounting pronouncements The Financial Accounting Standards Board FASB
implemented the FASB Accounting Standards Codification Codification effective July

2009 The Codification has become the source of authoritative Generally Accepted

Accounting Principles GAAP recognized by FASB to be applied to nongovernmental

entities On the effective date of the Codification the Codification superseded all then existing

accounting and reporting standards All other non-grand-fathered accounting literature not

included in the FASB Codification has become non-authoritative References to GAAP

included in the FASB Codification are noted as Accounting Standards Codification ASC



KYSON Co
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Recent accounting pronouncements continued

Following the effective date of the Codification FASB will not release new standards in the

form of Statements FASB Staff Positions or Emerging Issues Task Force Contracts but

instead will issue Accounting Standards Updates Updates will not be considered authoritative

in their own right but will serve only to update the Codification provide background

information about the guidance in the Codification and provide the basis for the changes in the

Codification

For the year ending December 31 2010 various accounting pronouncements or interpretations

by the FASB were either newly issued or had effective implementation dates that would

require their provisions to be related in the financial statement for the year
then ended The

Company has reviewed the following Statements of Financial Accounting Standards

SFAS/ASC topics for the year to determine relevance to the Companys operations

The Company has either evaluated or is currently evaluating the implications if any of each of

these pronouncements and the possible impact they may have on the Companys financial

statements In most cases management has determined that the pronouncement has either

limited or no application to the Company and in all cases implementation would not have

material impact on the financial statements taken as whole

NOTE 3- INCOME TAXES

The Company elected to be taxed as an Corporation for Federal and California state income

tax purposes As an Corporation Federal and California state taxable income or loss of the

Company is allocated to each stockholder in proportion to the stockholders ownership interest

The appropriate income tax for the allocated share of income is determined by the

stockholders tax status Additionally Corporations are subject to California franchise tax of

1.5% of taxable income

NOTE 4- CONCENTRATION OF CREDIT RISK

The customers securities transactions are introduced on fully-disclosed basis with its

clearing broker/dealer The clearing broker/dealer carries all of the accounts of the customers

of the Company and is responsible for execution collection and payment of funds and receipt

and delivery of securities relative to customers transactions Due to the possibility that the

customers may charge any losses it incurs to the Company the Company seeks to minimize this

risk through procedures designed to monitor the credit worthiness of its customers and to

ensure that customer transactions are executed properly by the clearing broker/dealer



KYSON Co
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010

NOTE 5- NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital rule

SEC 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

Rule 15c3-1 also provides that equity capital may not be withdrawn or cash dividends paid if

the resulting net capital ratio would exceed 10 to Net Capital and aggregate indebtedness

change day to day but on December 31 2010 the Company had net capital of $95771 which

was $90771 in excess of its required net capital of $5000 and the Companys ratio of

aggregate indebtedness $9859 to net capital was .10 to which is less than the 15 to

maximum allowed

NOTE 6- SIPC SUPPLEMENTARY REPORT REQUIREMENT

The Company is not required to complete the SIPC Supplementary Report under SEC Rule

17a-5e for fiscal years ending December 31 2010 because the Companys SIPC Net

Operating Revenues are under $500000

NOTE 7- SUBSEQUENT EVENTS

Management has reviewed the results of operations for the period of time from its year end

December 31 2010 through February 14 2011 the date the financial statements were available

to be issued and has determined that no adjustments are necessary to the amounts reported in

the accompanying combined financial statements nor have any subsequent events occurred the

nature of which would require disclosure



KYSON Co
SCHEDULE -- COMPUTATION OF NET CAPITAL REQUIREMENTS

PURSUANT TO RULE 15c3-1

DECEMBER 31 2010

Computation of Net Capital

Total ownership equity from statement of financial condition 107986

Nonallowable assets

Property and Equipment net of accumulated depreciation 2375

Rent Deposit 5066

Petty cash 585

Haircut securities 2844

Haircut undue concentration 1345

Net Capital 95.771

Computation of Net Capital Requirements

Minimum net aggregate indebtedness

6.67% of net aggregate indebtedness 658

Minimum dollar net capital required 5.000

Net Capital required greater of above amounts 5000

Excess Capital 90771

Excess net capital at 1000% net capital less 10% of

aggregate indebtedness 94785

Computation of Aggregate Indebtedness

Total liabilities 9.859

Aggregate indebtedness to net capital
0.10

Reconciliation

The following is reconciliation of the above net capital computation with the

Companys corresponding unaudited computation pursuant to Rule 179-5d4

Net Capital Per Companys Computation 100571

Variance

Hair cut undue concentration 1345

Increase cash 13

Increase accrued expenses
3468

Net Capital Per Audited Report
95.77

See accompanying notes to financial statements



KYSON Co
SCHEDULE II- COMPUTATION FOR DETERMINATION OF RESERVE

REQUIREMENTS PURSUANT TO RULE 15c3-3

AS OF DECEMBER 31 2010

computation of reserve requirement is not applicable to Kyson Co as the Company

qualifies for exemption under Rule 15c3-3 ii

10



KYSON Co
SCHEDULE III INFORMATION RELATING TO POSSESSION OR CONTROL

REQUIREMENTS UNDER RULE 15c3-3

AS OF DECEMBER 31 2010

Information relating to possession or control requirements is not applicable to Kyson Co as

the Company qualifies for exemption under Rule 5c3-3 ii
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Elizabeth Tractenberg CPA
3832 SHANNON ROAD

LOS ANGELES CALIFORI41A 90027

323/669-0545 Fax 323/669-0575

elizabeth@tractenberg.net

PART II

Report on Internal Control Required by SEC Rule 17a-5g1 for

Broker-Dealer Claiming an Exemption from SEC Rule 15c3-3

Board of Directors

Kyson Co

In planning and performing my audit of the financial statements of Kyson Co the

Company as of and for the
year

ended December 31 2010 in accordance with auditing

standards generally accepted in the United States of America considered the Companys

internal control over financial reporting internal control as basis for designing my auditing

procedures for the purpose of expressing my opinion on the financial statements but not for

the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly do not express an opinion on the effectiveness of the Companys internal

control

Also as required by Rule 17a-5g of the Securities and Exchange Commission SEC
have made 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 considered relevant to the objectives stated in Rule 17a-5g in

making the periodic computations of aggregate
indebtedness or aggregate debits 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 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 17a- 13

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

Federal Reserve Regulation of the Board 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

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs previously 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 conformity with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

12



Board of Directors

Kyson Co

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

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 deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet

important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such

that there is reasonable possibility that material misstatement of the Companys financial

statements will not be prevented or detected and corrected on timely basis

My 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 did not identify any deficiencies in internal control and

control activities for safeguarding securities that consider to be material weaknesses as

defined previously

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 my

study believe that the Companys practices and procedures as described in the second

paragraph of this report were adequate at December 31 2010 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors

management the SEC and FINRA 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

Elizabeth Tractenberg CPA
Los Angeles California

February 14 2011
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