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OATH OR AFFIRMATION

I, KEVIN HART KORNFIELD , swear (or affirm) that, to the best of

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

KEVIN HART KORNFIELD AND COMPANY, INC. , as
of DECEMBER 31 ,20 10« aretrue and correct. | further swear (or affirm) that |
neither the company nor any partner, proprietor, principal officer or dlrector has any proprietary interest in any account
classified solely as that of a customer, except as follows:

NONE

o Lon‘\HalI»Notary Pust\,:leifc:o y W /{ ] , \J
i Lanca un ! ey -
mmmn%m Sept. 26, 2014 !

Signature ' ‘
Member. Pennsvaanié Association of Notaries { j

/@a N,

Title
Notary Public

This report ** contains (check all applicabie boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income {Loss).

(d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors® Capital.

() Statement of Changes in Liabilities Subordinated to Claims ofCredxtors

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(3} A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rute 15¢3- 1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods ot
consolidation.

() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
{n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

BEE O OO0ORORHERER

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditors’ Report

Kevin Hart Kornfield & Company, Inc.
2137 Embassy Drive
Lancaster, Pennsylvania

We have audited the accompanying statement of financial condition of Kevin Hart Kornfield & Company, Inc.
(the “Firm") as of December 31, 2010, and the related statements of income, changes in stockholder'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 Firm’s management. Qur
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 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 Kevin Hart Kornfield & Company, Inc. as of December 31, 2010, and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generailly 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 contained in Page 11 is presented for purposes of additional analysis and is not a
required part of the basic financial statements but is supplementary information required by Rule 17a-5 of the
Securities and Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in the 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.

) K. litlonin £ & AL

February 21, 2011

1 270 Picrce Street » Suite 302 * Kingston, Pennsylvania 18704
{ ‘Tel: 570 288 3651 » Fax: 570 288 6106




Kevin Hart Kornfield & Company, Inc.
Statement of Financial Condition
December 31, 2010

ASSETS

Cash - operating accounts
Deposit held by clearing broker
Accounts receivable

Deferred income tax assets

3 41778
50,045
13,276

..4.828

~Office equipment and leasehold improvements at cost, less accunﬁﬁlatéd
depreciation and amortization of $63,068

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES
Accounts payable and accrued expenses
Accrued and withheld payroll taxes

TOTAL LIABILITIES

STOCKHOLDER'S EQUITY
Common stock, $10 par value; authorized 5,000 shares;
issued and outstanding 3,703 shares
Retained eamings

TOTAL STOCKHOLDER'S EQUITY

The accompanying notes are an integral part of these financial statemen
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8,132

$__118059

$ 4,344
242

4,586

37,030

76,443

113,473

$ 118,059



Kevin Hart Kornfield & Company, Inc.

Statement of Income
For the year ended December 31, 2010

REVENUES
Commissions
Interest and dividends
Investment gains

TOTAL REVENUES

$ 270171
356
534

271,061

OPERATING EXPENSES
Salaries and other employment costs
Regulatory fees and expenses
Other expenses

PROVISION FOR INCOME TAXES
Federal income tax
State income tax

TOTAL OPERATING EXPENSES

INCOME FROM OPERATIONS

TOTAL PROVISION FOR INCOME TAXES

The accompanying notes are an integral part of these financial stateme
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NET INCOME

¥

nts.

159,935
4,887
98,817
263,639

7,422

600
658

1,258

$ 6,164




Kevin Hart Kornfield & Company, Inc.
Statement of Changes in Stockholder's Equity
For the year ended December 31, 2010

Common Retained
Stock Earnings Total
BALANCES - BEGINNING $ 37,030 $ 70,279 § 107,309

Net income , 6,164 6,164

BALANCES - ENDING 3 37,030 % 76,443 3 113,473

The accompanying notes are an integral part of these financial statements
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Kevin Hart Kornfield & Company, Inc.
Statement of Cash Flows
For the year ended December 31, 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to cash (used in)
operating activities:
Deferred income taxes
Realized gains on sales of trading securities
Depreciation expense
(Increase) decrease in:
Accounts receivable
Prepaid corporate taxes
Increase (decrease) in:
Accounts payable - trade

NET CASH FLOWS (USED IN) OPERATING ACTIVITIES

CASH FLOWS (USED IN) INVESTING ACTIVITIES
Purchase office equipment and leasehold improvements

CASH FLOWS FROM FINANCING ACTIVITIES
Grant proceeds received applied to purchase of leasehold improvements
Proceeds received from sale of investments
NET CASH FLOWS PROVIDED BY OPERATING ACTIVITIES
NET INCREASE IN CASH
CASH - BEGINNING

CASH - ENDING

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Income tax refunds received

The accompanying notes are an integral part of these financial statemen

T
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$

6,164

1,258
{634)
626

(6.150)

3,151

(5,159)

644

(16,258)

7,500

18,809

26,309

9,407

32,371

$

$

ts.

41,778

3,151



Kevin Hart Kornfield & Company, Inc.
Notes to Financial Statements
December 31, 2010

NOTE 1 - Nature of Operations

Kevin Hart Kornfield & Company, Inc. (the “Firm”) conducts business as a securities and
investment brokerage dealer located in Lancaster County, Pennsylvania.

The Firm was incorporated on August 21, 1986, and was capitalized by the issuance of 2 517
shares of its $10 par value common stock. Subsequent to incorporation, additional $10 par value
common stock was issued as follows:

Common — e ——
Date of Shares Contributed
Issue Issued Capital
12/01/98 136 3 1,360

01/31/99 1,050 $ 10,500

NOTE 2 -~ Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires the use of estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Cash Equivalents

For purposes of the statement of cash flows, the Firm considers all short-term instruments
purchased with a maturity of three months or less to be cash equivalents. There were no cash
equivalents at December 31, 2010,

Allowance for Bad Debts

The Firm does not normally extend credit to its customers. Amounts shown as accounts receivable
arise only as a result of trades which are in process and uncompleted as of the financial statement
date. Such trades are normally completed during the next business day. The Firm considers
accounts receivable to be fully collectible; accordingly, no allowance for bad debts is required.



Kevin Hart Kornfield & Company, Inc.
Notes to Financial Statements
December 31, 2010

Trading Securities and Investments

The Firm classifies its trading securities and investments as trading. Such securities are carried in
the financial statements at fair value. Realized gains and losses are included in earnings and
computed using the specific identification method. Unrealized gains and losses are included in
earnings.

The Firm measures its trading securities at fair value on a quarterly basis. Fair value is defined as
a price that would be received to sell an asset in an orderly transaction between market
participants at the measurement date. Authoritative guidance classifies the inputs used in
measuring fair value. The hierarchy prioritizes the inputs used in determining valuations into three
levels. The level in the fair value hierarchy within which the fair value measurements fall is
determined based on the lowest level input that is significant to the fair value measurement. The
levels of the fair value hierarchy are as follows:

Level 1:  Fair value is based on unadjusted quoted prices in active markets that are
accessible to the Firm for identical assets. These generally provide the most
reliable evidence and are used to measure fair value whenever available.

Level 2: Fair value is based on significant inputs, other than Level 1 inputs, that are
observable either directly or indirectly for substantially the full term of the asset
through corroboration with observable market data. Level 2 inputs include quoted
market prices in active markets for similar assets and quoted market prices that are
not active for identical or similar assets and other observable inputs.

Level 3: Fair value is based on significant unobservable inputs. Examples of valuation
methodologies that would result in Level 3 classification include option pricing
models, discounted cash flows and other similar techniques.
The Firm sold all its trading securities during the year ended December 31, 2010. Proceeds from
the sale of trading securities and investments were $14,163. Gross gains realized on theses sales
were $4,648. Gross losses on theses sales were $4,114.

Depreciation and Amortization

Office equipment and leasehold improvements are recorded at cost and depreciated using
accelerated methods over 7 years,

Maintenance and repairs are charged to operations as incurred, and expenditures for significant
betterments and renewals are capitalized.

Gains or losses on sales or retirement of such fixed assets are reflected in income.

Depreciation expense for the year was $626.



Kevin Hart Kornfield & Company, Inc.
Notes to Financial Statements
December 31, 2010

Advertising Costs

The Company follows the policy of charging the costs of advertising to expense during the year in
which the advertising first takes place. Advertising costs for the year ended December 31, 2010
were $3,332. -

Income Taxes

The Firm uses an asset and liability approach to financial -accounting and reporting of income -

- taxes. Deferred income tax assets and liabilities are computed annually for differences between
the financial statement and tax basis of assets and liabilities measured by using enacted tax rates
and laws expected to be in effect when the timing differences are expected to reverse. Valuation
allowances are established when necessary to reduce deferred tax assets to the amount expected
to be realized. Income tax expense is the tax payable or refundable for the period plus or minus

the change during the period in deferred tax assets and liabilities.

Principal timing differences are due primarily to net operating loss carryforwards.

As of December 31, 2010, the Firm had no uncertain tax positions that qualify for either recognition
or disclosure in the financial statements. Additionally, the Firm had no interest and penalties
related to income taxes.

The Firm is no longer subject to U.S. federal and state income tax examinations by tax authorities
for years before 2007.

NOTE 3 - Net Capital Requirements

The Firm is subject to the Securities and Exchange Commission Uniform Net Capital Rule which
requires the maintenance of minimum net capital. A computation of net capital under Rule 15¢3-1
is included as Schedule | of this report.

NOTE 4 - Customer Accounts Fully Disclosed

The Firm does not hold any customer securities. All such accounts are carried at National
Financial Services, LLC. Therefore, the Firm claims exemption from the reporting requirements of
Rule 15¢3-3.



Kevin Hart Kornfield & Company, Inc.
Notes to Financial Statements g C
December 31, 2010

NOTE 5 — Liabilities Subordinated to Claims of General Creditors

There are no liabilities subordinated to claims of general creditors.

NOTE 6 — Pension Plan

Effective January 1, 1997, the Firm established a SIMPLE pension plan under section 408(p) of the
Internal Revenue Code for the benefit of eligible employees. Eligibility is limited to employees who
are reasonably expected to receive $5,000 in compensation for the calendar year. The Firm may
contribute amounts as determined by the Board of Directors, which is currently a matching

contribution up to a limit of 3% of the employee’s compensation. The Firm made a contribution of
$3,493 to the Plan for the year ended December 31, 2010.

NOTE 7 - Lease Agreements

The Firm leases office space from its sole stockholder — see Note 9.

NOTE 8 - Provision for Income Taxes

Income tax expense for the year ended December 31, 2010 consisted of the following:

Current Deferred Total
Federal $ - % 600 $ 600
State - 658 658
TOTALS $ - § 1,258 § 1,258

Deferred tax assets consisted of federal and state net opefating losses available for carryforward
to future years, as follows:

Federal State Total
Net operating iosses $ 2898 $ 1,930 $ 4,828




Kevin Hart Kornfield & Company, Inc.
Notes to Financial Statements
December 31, 2010

Federal and state net operating losses available for carryforward and their respective year of
expiration are as follows:

Federal State
Originating Year of Originating Year of
Year Amount Expiration Year Amount Expiration
123112009 $ 19,317 2028 12/31/2008 § 19,317 2029

Itis anticipated that all deferred tax assets are to be realized and, accordingly, no valuation
allowance has been provided.

NOTE 9 - Related Party Transactions

The Firm leases office space under an informal lease agreement from its sole stockholder. Total
rent paid during the year under this agreement was $3386.

NOTE 10 - Subsequent Events

Management has evaluated subsequent events through February 21, 2011 which is the date that
the Firm’s financial statements were available to be issued. No material subsequent events have
occurred since December 31, 2010 that required recognition or disclosure in the accompanying
financial statements.

-10-



Kevin Hart Kornfield & Company, Inc.
. Schedule | - Computation of Net Capital Under Rule 15¢-3-1 of the
Securities and Exchange Commission
December 31, 2010

NET CAPITAL

Total stockholder's equity
Deduct stockholder's equity not allowable for net capital computation
TOTAL STOCKHOLDER'S EQUITY ALLOWABLE FOR NET CAPITAL COMPUTATION

Deductions
Interest accumulated on deposit with clearing broker
Non-security related debit balances due 12b-1 fees (net of related accounts payable)
- Office equipment and leasehold improvements (net) '
Deferred income tax assets
TOTAL DEDUCTIONS

ADJUSTED NET CAPITAL

AGGREGATE INDEBTEDNESS
Accounts payable
Accrued and withheld payroll taxes

TOTAL AGGREGATE INDEBTEDNESS

Computation of Basic Net Capital
Minimum net capital required (6 2/3% of total aggregate indebtedness)
Minimum dollar net capital required

Adjusted Net Capital
Minimum Net Capital Required (Greater of Above)

EXCESS NET CAPITAL

RECONCILIATION WITH COMPANY'S COMPUTATION
{(included in Part Il of Form X-17A-5 as of December 31, 2010)

There were no material differences between the computation of net capital under Rule 15¢3-1 in the
above computation and the corresponding unaudited Part IIA filing by Kevin Hart Kornfield & Company, Inc.

for the year ended December 31, 2010.
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Independent Auditors’ Report on Internal Control Required by SEC Rule 17a-5(g)(1) for a
Broker-Dealer Claiming an Exemption from SEC Rule 15¢-3-3

Kevin Hart Komfield & Company, Inc.
2137 Embassy Drive
Lancaster, Pennsylvania

In planning and performing our audit of the financiai statements of Kevin Hart Kornfield & Company, Inc.,
(the “Firm”) as of and for the year ended December 31, 2010, in accordance with auditing standards
generally accepted in the United States of America, we considered the Firm's internal control over financial

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 Firm 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 aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance
with the exemptive provisions of rule 16¢-3-3. Because the Firm 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 Firm in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation of
differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of F ederal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

_The management of the Firm is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fuffilling 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 SEC's 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 Firm has responsibility are safeguarded
against loss from unauthorized use or disposition and that transactions are executed in accordance with

conformity with accounting principles generally accepted in the United States of America. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.

-12.
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Independent Auditors’ Report on Internal Control Required by SEC Rule 17a-5(q)(1) for a
Broker-Dealer Claiming an Exemption from SEC Rule 15¢-3-3

(Cont'd)

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 themn 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 deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

A material weakness is a deficiency or combination of deficiencies in internal control, such that there is a
reasonable possibility that a material misstatement of the Firm’s financial statements will not be prevented
or detected and corrected on a timely basis.

Based on this understanding and on our study, we believe that the Firm's practices and procedures as
described in the second paragraph of this report were adequate at December 31, 2010, to meet the SEC's
objectives. :

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

g.ﬂwm £ P

February 21, 2011
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