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OATH OR AFFIRMATION
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7900 Glades Road Suite 540

Boca Eaton FL 33434

Tel 561.886.4200

Fax 561.886.3330

e-mail info@sherbcpa.com

SIIERB CO LLP Offices in New York and Florida

Certified Public Accountants

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders

1CM Capital Markets Ltd

We have audited the accompanying statement of financial condition of 1CM Capital Markets Ltd as of

August 31 2011 and the related statements of operations changes in shareholders equity changes in

subordinated liabilities 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 the 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 1CM Capital Markets Ltd as of August 31 2011 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 information is presented for purposes of

adoitional analysis and is not required part of the basic financial statements but is supplementary

information required by rule 7a-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 our

opinion is fairly stated in all material respects in relation to the basic financial statements taken as

whole

Boca Raton Florida Certified Public Accountants

October 14 2011
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1CM CAPITAL MARKETS LTD

STATEMENT OF FINANCIAL CONDITION

AUGUST 31 2011

ASSETS

Cash 70545

Due from clearing brokers 191571

Clearing deposits 100025

Prepaid expenses 11571

Loans receivable related parties net of $36947 allowance 221685

Property and equipment net of accumulated depreciation of $33347 25695

Total assets 621092

LIABILITIES AND SHAREHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses 48667

Commissions payable 139800

Deferred revenue 9375

Loan payable related party 291250

Total liabilities 489092

Shareholders equity

Common stock $0001 par value 40000 shares authorized

253 shares issued and outstanding

Additional Paid-in Capital 823200

Accumulated deficit 691200

Total shareholders equity 132000

Total liabilities and shareholders equity 621092

See accompanying notes to financial statements
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1CM CAPITAL MARKETS LTD

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED AUGUST 31 2011

Revenues

Commissions 2051577

Private placement financing 2726918

Other income 298793

Total revenue 5077288

Expenses

Compensation and benefits 608444

Clearing costs 217642

Commissions 1185905

Commissions Private placement financing 2660255

Regulatory fees 78540

Communication costs 62559

Professional fees 18940

Taxes other than federal income tax 8348

Travel and entertainment 23222

Rent 180000

Bad debt expense 29973

Depreciation 16605

Office expense 84550

Total expenses 5174983

Net loss before interest expense and income taxes 97695

Interest expense 16077

Net loss before income taxes 113772

Income tax expense

Net loss 11377

See accompanying notes to financial statements
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1CM CAPITAL MARKETS LTD

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED AUGUST 31 2011

Cash flows from operating activities

Netloss 113772

Adjustments to reconcile net loss to net cash used in

operating activities

Depreciation expense 16606

Loan payable interest accrual 15000

Changes in assets and liabilities

Increase decrease in

Due from clearing brokers 168877

Prepaid expenses 2329

Increase in

Accounts payable and accrued expenses 52168
Deferred revenue 9375

Commissions and payroll taxes payable 80378

Net cash used in operating activities 211129

Cash flows from investing activities

Purchase of property and equipment 7526
Net cash used in investing activities 7526

Cash flows from financing activities

Loans receivable 31112
Proceeds from sale of shares 255700

Net cash provided by financing activities 224588

Net increase in cash 5933

Cash beginning of year 64612

Cash end ofyear 70545

Suprlemental disclosure of cash flow information

Cash paid during the year for interest and taxes

See accompanying notes to financial statements
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1CM CAPITAL MARKETS LTD

STATEMENT OF CHANGES IN SUBORDINATED LIABILITIES

FOR THE YEAR ENDED AUGUST 31 2011

Subordinated liabilities at September 2010 276250

Increases

Accrued Interest 15000

Decreases

Subordinated liabilities at August 31 2011 291250

See accompanying notes to financial statements
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1CM CAPITAL MARKETS LTD
NOTES TO FINANCIALS STATEMENTS

YEAR ENDED AUGUST 31 2011

NOTE 1- DESCRIPTION OF BUSiNESS

CM Capital Markets Ltd the Company is broker-dealer registered with the Securities and Exchange

Commission SEC and is member of the Financial Industry Regulation Authority FINRA The

Company was incorporated in the State of New York on September 23 1998

Customer accounts are cleared through Penson Financial Services Inc

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

The Company considers all highly liquid debt instruments with original maturities of three months or less

to be cash equivalents

Revenue Recoqnition

The Company principally earns revenue commissions from brokerage activities which are recognized

on trade date basis Investment banking income includes fees earned for financial advisory and

placement services Financial advisory fees are earned throughout the term of the financial advisory

agreement Fees for placement services are recognized when the placement is completed and the

collection of the fee is reasonably determined

Revenues are not concentrated in any particular region of the country or with any individual or group

Property and Equipment

Property and equipment are stated at cost Depreciation and amortization are provided using the straight-

line method over the estimated economic lives of the assets which are from three to five years

Expenditures for major renewals and betterments that extend the useful lives of property and equipment

are capitalized Expenditures for maintenance and repairs are charged to expense as incurred

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect certain reported amounts and

disclosures Accordingly actual results could differ from those estimates

Income Taxes

Deferred income taxes are recognized for the future tax consequences attributable to differences

between the financial statement carrying amounts of existing assets and liabilities and their respective tax

basis Deferred tax assets and liabilities are measured using enacted tax rates expected to be recovered

or settled The effect on deferred taxes of change in tax rates is recognized in income in the period that

includes the enactment date

-8-



1CM CAPITAL MARKETS LTD
NOTES TO FINANCIALS STATEMENTS
YEAR ENDED AUGUST 31 2011

NOTE 3- NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 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 except for the first 12 months of

operations when it shall not exceed to 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 At August 31 2011 the Company had net capital of 164299 which was $64299 in excess

of its required net capital of $100000 The Companys ratio of aggregate indebtedness to net capital

computed in accordance with Rule 5c3-1 was .20 to

NOTE 4- RECEIVABLE FROMAND PAYABLE TO CLEARING ORGANIZATION

The Company clears all of its proprietary and customer securities transactions through Penson Financial

Services Inc on fully disclosed basis At no time is the Company in possession of customer funds

The Company has $191571 receivable from their clearing organization at August 31 2011 which

consists primarily of net commissions due from customer trades

As required by its clearing organization deposit of $100025 exists at Penson Financial Services Inc

NOTE 5- PROPERTYAND EQUIPMENT

At August 31 2011 property and equipment consisted of the following

Estimated Life

Office Fumiture Years 19982

Computer Equipment Years 39061

59043

Less Accumulated Depreciation 33347
25696

For the period ended August 31 2011 depreciation expense amounted to $16605

NOTE 6- LOANS RECEIVABLE RELATED PARTIES

At August 31 2011 gross loans receivable totaled 258632 which consisted primarily of loans to

employees The Company has set up $36947 allowance for doubiful accounts as several of the

employees are no longer with the Company though the Company plans on exhausting all efforts to make

full collection of all receivables The loans are non-interest bearing and do not have maturity date

NOTE 7- PREPAID EXPENSES

At August 31 2011 the Company had prepaid expenses of $11571 which consisted primarily of

prepaid registration fee to FINRA of approximately $8000

-9-



1CM CAPITAL MARKETS LTD
NOTES TO FINANCIALS STATEMENTS

YEAR ENDED AUGUST 31 2011

NOTE 8- CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various trading and brokerage activities in which counterparties primarily

include broker-dealers banks and other financial institutions In the event counterparties do not fulfill

their obligations the Company may be exposed to risk The risk of default depends on the

creditworthiness of the counterparty or issuer of the instrument It is the Companys policy to review as

necessary the credit standing of each counterparty

The Company maintains its cash in bank accounts at high credit quality financial institutions The

balances at times may exceed federally insured limits

NOTE 9- FINANCIAL INSTRUMENTS

The carrying amounts reported in the balance sheet for cash prepaid expenses loans deposits and

accounts payable and accrued expenses approximate fair value based on the short-term maturity of

these instruments

NOTE 10- LOAN PAYABLE- RELATED PARTY

On October 15 2008 the Company entered into subordinated loan agreement with ICMC Holdings LLC
related party ICMC Holdings LLC is related party through common ownership and management with

the Company The loan which is for the sum of $291250 and bears interest at 6% per annum is payable

on November 30 2011 Interest accrued on the loan as of August 31 2011 totaled $30000 and is

included in the $291250

NOTE 11- COMMITMENTS

On April 2009 the Company entered into rental agreement with ICMC Holdings LLC related party

for office space Monthly base rental expense under this agreement was approximately $15000 The

agreement shall remain in effect until the lease held by ICMC Holdings LLC expires on April 2014 or until

the agreement is mutually terminated

NOTE 12- SHAREHOLDERS EQUITY

During the fiscal year 2011 the Company sold 18 shares of common stock for $255700 to one of its

existing shareholders

-10-



1CM CAPITAL MARKETS LTD
NOTES TO FINANCIALS STATEMENTS
YEAR ENDED AUGUST 31 2011

NOTE 13-INCOME TAXES

The Company uses the cash method of accounting for income tax purposes and had no taxable income

for Book purposes or Tax purposes for its year ended August 31 2011 Accordingly Management did not

record current income tax expense or income tax payable at and for the year ended August 31 2011

At August 31 2010 deferred tax assets included approximately $310000 from tax net operating loss

carry forwards Management has established full valuation allowance for its deferred tax asset due to

the uncertainty that the deferred tax asset will be realized

At August 31 2010 the Company had approximately $775000 in net operating loss carry forwards

available to offset future taxable income These losses if unused will expire through tax years ending

August 31 2031 The availability and use of these losses may be limited in accordance with IRC Section

382 in the event of substantial changes in ownership of the Company

NOTE 14- SUBSEQUENT EVENTS

The Company has evaluated subsequent events through October 21 2011 which is the date the financial

statements were issued and has concluded that no such events or transactions took place which would

require disclosure herein

11
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1CM CAPITAL MARKETS LTD

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

AUGUST 31 2011

Net capital computation

Total shareholders equity 132000

Add

Liabilities subordinated to claims of general creditors allowable

in computation of net capital 291250

Total capital and allowable subordinated liabilities 423250

Deductions and/or charges

Non-allowable assets

Property and equipment 25695

Other assets 11571

Receivables from non customers 221685

Total non-allowable assets 258951

Net capital before haircuts on securities positions 164299

Total haircuts on securities

Net capital 164299

Required minimum capital 100000

Excess net capital 64299

Aggregate indebtedness

Aggregate indebtedness as included in the

Statement of Financial Condition 197842

Ratio of aggregate indebtedness to net capital 1.20 to

Reconciliation

Net capital per unaudited August 31 2011 FOCUS report as filed 174379

Audit Adjustments 10080

Net capital per August 31 2011 audited report as filed 164299
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1CM CAPITAL MARKETS LTD
SUPPLEMENTARY INFORMATION PURSUANT TO RULE 17A-5

OF THE SECURITIES EXCHANGE ACT OF 1934

AUGUST 31 2011

Statement of Exemption from Rule 15c3-3

The Company is exempt from the provisions of Rule 15c3-3 under the Securities Exchange Act of 1934

in that the Companys activities are limited to those set forth in the conditions for exemption appearing in

paragraph of the Rule

1CM Capital Markets Ltd is claiming exemption due to the fact that all customer transactions are cleared

through Penson Clearing Outsourcing Solutions Inc on fully disclosed basis

Therefore the following reports are not presented

Computation for Determination of Reserve Requirement under Rule 15c3-3

Information Relating to the Possession or Control Requirements under Rule 15c3-3

-14-



7900 Glades Road Suite 540

Boca Raton FL 33434

Tel 561.886.4200

Fax 561.886.3330

e-mail thfo@sherbcpa.com

SIIEEB CO LLP Offices in New York and Florida

Certified Public Accountants

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

Broker-Dealer Claimingan ExemptionFrom SEC Rule 15c3-3

To The Shareholders

1CM Capital Markets Ltd

In planning and performing our audit of the financial statements of 1CM Capital Markets Ltd the
Company as of and for the year ended August 31 2011 in accordance with auditing standards generally

accepted in the United States of America we considered the Companys internal control over financial

reporting internal control as 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 Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys 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 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 7a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 7a-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-1

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

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 conformity with generally accepted accounting principles Rule 17a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

-15-



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 control deficiency or combination of control

deficiencies that adversely affects the entitys ability to initiate authorize record process or report

financial data reliably in accordance with generally accepted accounting principles such that there is more
than remote likelihood that misstatement of the entitys financial statements that is more than

inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys 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 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

as described in the second paragraph of this report were adequate at August 31 2011 to meet the

SECs objectives

This report is intended solely for the information and use of the Board of Directors management the SEC
and other regulatory agencies that rely on Rule 7a-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

Q1
J- k.LL

Boca Raton Florida Certified Public Accountants

October 14 2011
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7900 Glades Road Suite 540

Boca Baton FL 33434

Tel 561.886.4200

Fax 561.886.3330

e-mail info@sherbcpa.com

SHEEB CO LLP Offices in New York and Florida

Certified Public Accountants

Independent Accountants Report on Applying Agreed-Upon Procedures

Related to an Entitys SIPC Assessment Reconciliation

The Board of Directors and Stockholders

1CM Capital Markets Ltd

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed

the procedures enumerated below with respect to the accompanying Schedule of Assessment and

Payments General Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection

Corporation SIPC for the period August 31 2011 which were agreed to by 1CM Capital Markets Ltd

The Company and the Securities and Exchange Commission Financial Industry Regulatory

Authority Inc and SIPC solely to assist you and the other specified parties in evaluating The

Companys compliance with the applicable instructions of the General Assessment Reconciliation

Form SIPC-7 The Companys management is responsible for compliance with those requirements

This agreedupon 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-7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 for the period ended August 31

2011 as applicable with the amounts reported in Form SIPC-7 for the period ended August 31
2011 noting no differences

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

papers noting no differences

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

schedules and working papers supporting the adjustments noting no differences

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

expression of an opinion on compliance 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

This report is intended solely for the information 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

Boca Raton Florida
bJU\L LLP

October 14 2011 Certified Public Accountants

-17-



1CM CAPITAL MARKETS LTD

FINANCIAL STATEMENTS

AUGUST 31 2011

SEC Mail
Processing

Section

OCI 28 2011

Washingt DC
110



TABLE OF CONTENTS

An Oath or Affirmation

Report of Independent Registered Public Accounting Firm

Financial Statements

Statement of Financial Condition

Statement of Operations

Statement of Changes in Shareholders Equity

Statement of Cash Flows

Statement of Changes in Subordinated Liabilities

Notes to Financial Statements 8-1

Supplementary Information

Computation of Net Capital under Rule 5c3-1 of the Securities and Exchange Commission 13

Supplementary Information Pursuant to Rule 17a-5 of the Securities Exchange Act of 1934 14

Report on Internal Control Required by SEC Rule 17a-5 Claiming an Exemption from

SEC Rule 15c3-3 15-16

Independent Accountants Report on Applying Agreed-Upon Procedures Related to

An Entitys SIPC Assessment Reconciliation 17


