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OATH OR AFFIRMATION
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Halpern AssociatesLLC
Certified Public Accountants and Consultants

218 Danbury Read MIton CT 16897- 203 210-7364 FAX 203 210-7370- Inte@Halpemassoc.com

INDEPENDENT AUDITORS REPORT

To the President of

Kedem Capital Corporation

We have audited the accompanying statement of financial condition of Kedem

Capital Corporation the Company as of December 31 2011 and the related statements

of income changes in shareholders 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 Companys management Our

responsibility is to express an opinion on these financial statements based on our audit

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

the United States of America 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 indudes 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 indudes examining on test

basis evidence supporting the amounts and disdosures in the financial statements 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 Kedem Capital Corporation as of December 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 on pages 9-12 is

presented for purposes of additional analysis and is not required part of the basic financial

statements but is supplementary information required by Rule 7a-5 of the Securities and

Exchange Commission Such information has been subjected to the auditing procedures

applied in our audit of the basic financial statements and in our opinion is fairly stated in all

material respects in relation to the basic financial statements taken as whole and in

conformity with the rules of the Securities and Exchange Commission

LL

Wilton Connecticut

February 2012



KEDEM CAPITAL CORPORATION

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

Cash and cash equivalents 74841

Receivable from clearing broker 76781

Furniture equipment and leasehold improvements

at cost net of accumulated depreciation and

amortization of $144131 and $26455 respectively 10081

Other assets 18464

TOTAL ASSETS $180167

LIABILITIES AND SHAREHOLDERS EQUITY

LIABILITIES

Accrued expenses and other liabilities 9162

SHAREHOLDERS EQUITY
Common stock no par value authorized

200 shares issued and outstanding

share $200000
Accumulated deficit 28995

TOTAL SHAREHOLDERS EQUITY 171005

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY $180167

The accompanying notes are an integral part of this statement



KEDEM CAPITAL CORPORATION

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2011

REVENUE
Commission income 228893

Trading profit 897

Interest and dividend income 3519
Other income 6728

TOTAL REVENUE 240037

EXPENSES

Employee compensation 86340

Clearance and communication charges 37633
Office supplies and expenses 34503
Professional fees 26572

Insurance 20443

Regulatory fees 12061

Tickers and quotes 10349
Taxes other than those on income 7863

Depreciation and amortization 5233

Travel and entertainment 3550

Subscriptions and dues 1312

Miscellaneous 804

Education and training 531

TOTAL EXPENSES 247194

NET LOSS 7157

The accompanying notes are an integral part of this statement



KEDEM CAPITAL CORPORATION

STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2011

SHAREHOLDERS EQUITY

January 12011

SHAREHOLDERS EQUITY

December 31 2011

COMMON
TOTAL STOCK

$178162 $200000

7157

$171005 $200000

The accompanying notes are an integral part of this statement

Net loss

ACCUMULATED

DEFICIT

21838

7157

28995



KEDEM CAPITAL CORPORATION

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss 7157
Adjustments to reconcile net loss to net

cash provided by operating activities

Depreciation and amortization 5233

Increase decrease in operating assets

Receivable from clearing broker 1622
Other assets 8956

Increase decrease in operating liabilities

Accrued expenses and other liabilities 8027

TOTAL ADJUSTMENTS 7784

NET CASH PROVIDED BY OPERATING ACTIVITIES 627

CASH FLOWS USED BY INVESTING ACTIVITIES

Leasehold improvements 3432

NET DECREASE IN CASH 2805

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 77646

CASHANDCASHEQUIVALENTSATENDOF YEAR 74841

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Interest and dividends received 3519

The accompanying notes are an integral part of this statement



KEDEM CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2011

NOTES ON SIGNIFICANT BUSINESS ACTIVITIES

Kedem Capital Corporation the Company began doing business as

registered broker-dealer in securities with the Securities and Exchange Commission in

1986 In this capacity it executes both principal and agency transactions for itself and

its customers The Company operates on fully disclosed basis through its clearing

broker JP Morgan Clearing Corp JPM
In the normal course of its business the Company enters into financial

transactions where the risk of potential loss due to changes in market market risk or

failure of the other party to the transaction to perform counterparty risk exceeds the

amounts recorded for the transaction

The Companys policy is to continuously monitor its exposure to market and

counter-party risk through the use of variety of financial position and credit exposure

reporting and control procedures In addition the Company has policy of reviewing

the credit standing of each broker/dealer clearing organization customer and/or other

counter-party with which it conducts business

The Company introduces its customer transactions to JPM with whom it has

correspondent relationship for execution and clearance in accordance with the terms of

clearance agreement In connection therewith the Company has agreed to indemnify

JPM for losses that the clearing broker may sustain related to the Companys
customers After December 31 2011 all amounts related to customer transactions

were received by JPM Securities purchased by customers in connection with those

transactions are held by the clearing broker as collateral for the amounts owed

The clearing and depository operations for the Companys proprietary and

customer transactions are performed by JPM pursuant to the clearance agreement At

December 31 2011 the receivable from clearing broker reflected on the statement of

financial condition was substantially in cash

SIGNIFICANT ACCOUNTING POLICIES

Security transactions and financing with JPM are classified as operating activities

on the statement of cash flows since this is the Companys principal business

Investments in securities that are traded on securities exchange are valued at

the last reported sales price on the primary exchange on the last business day of the

year Investments in securities traded in the over-the-counter market for which no

market quotations are available are valued at the last reported bid prices



KEDEM CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS continued

FOR THE YEAR ENDED DECEMBER 31 2011

Purchases and sales of securities are recorded on trade date basis

Commissions are recorded on settlement date basis Realized gains and losses on

security transactions are based on the first-in first-out or the specific-identification

method Dividend income and dividends on securities sold short are recorded on the

ex-dividend date

The Company maintains its books and records on an accrual basis in

accordance with accounting principles generally accepted in the United States of

America which require management to make estimates and assumptions in determining

the reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities at the date of the financial statements Actual results could differ from these

estimates

Leasehold improvements are amortized over their economic useful life

CASH AND CASH EQUIVALENTS

The Company maintains cash and cash equivalents with financial institutions

Funds deposited with single bank are insured up to $250000 in the aggregate by the

Federal Deposit Insurance Corporation FDIC Cash deposited with single

brokerage institution are insured up to $500000 per account type by the Securities

Investor Protection Corp SIPC The Company considers all highly liquid instruments

purchased with maturity date of three months or less when purchased to be cash

equivalents Cash and cash equivalents include $50 being held in money market funds

PROVISION FOR INCOME TAXES

The Company is recognized as an S-Corporation by the Internal Revenue

Service As an S-Corporation the Company is subject to New York State surcharge

while the shareholder is liable for federal and state income taxes on the Companys
taxable income As result the financial statements reflect the minimum tax charged

by the State of New York

FASB provides guidance for how uncertain tax positions should be recognized

measured disclosed and presented in the financial statements This requires the

evaluation of tax positions taken or expected to be taken in the course of preparing the

Partnerships tax returns to determine whether the tax positions are more-likely-than-

not of being sustained when challenged or when examined by the applicable tax



KEDEM CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS continued

FOR THE YEAR ENDED DECEMBER 31 2011

PROVISION FOR INCOME TAXES continued

authority Tax positions not deemed to meet the more-likely-than-not threshold would be

recorded as tax benefit or expense and liability in the current year For the year ended

December 31 2011 management has determined that there are no material uncertain

income tax positions

RELATED PARTY TRANSACTION

Included in other assets is receivable of $3927 from corporation which is

wholly owned by the Companys shareholder

RULE 15C3-3

The Company is exempt from the provisions of Rule 15c3-3 under paragraph

k2ii in that the Company carries no margin accounts promptly transmits all

customer funds and delivers all securities received does not otherwise hold funds or

securities for or owe money or securities to customers and effectuates all financial

transactions on behalf of customers on fully disclosed basis

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commissions Net

Capital 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 At December 31 2011 the Company had net capital of $142459
which exceeded the minimum requirement of $100000 by $42459 The Companys
ratio of aggregate indebtedness to net capital ratio was .64 to

LIABILITIES SUBORDINATED TO THE CLAIMS OF GENERAL CREDITORS

As of December 31 2011 the Company had not entered into any subordinated

loans agreements

SUBSEQUENT EVENTS

Events have been evaluated through February 2011 the date that these

financial statements were available to be issued and no further information is required to

be disclosed



KEDEM CAPITAL CORPORATION

COMPUTATION OF NET CAPITAL PURSUANT TO
UNIFORM NET CAPITAL RULE 15C3-1

DECEMBER 31 2011

CREDITS

Shareholders equity $171005

DEBITS

Furniture equipment and leasehold improvements $10081
Other assets 18464

TOTAL DEBITS 28545

NET CAPITAL BEFORE HAIRCUTS

ON SECURITIES POSITIONS 142460

Haircuts on securities positions

NET CAPITAL 142459

Minimum net capital requirement 100000

EXCESS NET CAPITAL 42459

AGGREGATE INDEBTEDNESS
Accrued expenses and other liabilities 9162

Ratio of acgireqate indebtedness to net capital .64 to

STATEMENT PURSUANT TO PARAGRAPH d4 OF RULE 17a-5

There are no material differences between the above computation and the

computation included in the Companys corresponding unaudited

Form 17a -5 Part IIA

See the accompanying Independent Auditors Report



KEDEM CAPITAL CORPORATION

COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS
AND INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS

FOR BROKERS AND DEALERS PURSUANT TO RULE 15c3-3

FOR THE YEAR ENDED DECEMBER 31 2011

The Company does not effect transactions for anyone defined as customer

under Rule 5c3-3 Accordingly there are no items to report under the requirements

of this Rule

See the accompanying Independent Auditors Report
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Halpern AssociatesLLC
Cerlified Public Accountants and Consultants

218 Danbury Road iMItun CT 06897- 03 210-7364 FAX 203 210-7370 InfoiHaIpemassoc.com

ACCOUNTANTS SUPPLEMENTARY REPORT ON INTERNAL ACCOUNTING CONTROL

To the Shareholder of

Kedem Capital Corporation

In planning and performing our audit of the financial statements and

supplemental schedules of Kedem Capital Corporation the Company as of and for

the year ended December 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 17a-5g in making the periodic

computation of aggregate indebtedness or aggregate debits and net capital under

Rule 17a-3a11 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 the quarterly securities examinations counts verifications and

comparisons and the 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 of

Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an

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 these 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

11



disposition and that transactions are executed in accordance with managements
authorization and recorded properly to permit the preparation of financial statements in

conformity with accounting principles generally accepted in the United States of America

Rule 17a-5g lists additional objectives of the practices and procedures listed in the

preceding paragraph

Because of inherent limitations in any internal control and the practices and

procedures referred to above errors 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

deficiency in internal control 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 and correct misstatements on timely basis significant

deficiency is deficiency or combination of deficiencies in internal control that is less

severe then 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

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 previously

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

purpose 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 our study we believe that the Companys practices and procedures as described in the

second paragraph of this report were adequate at December 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 the Financial Industry Regulatory Authority 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

LL
Wilton Connecticut

February 2012
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KEDEM CAPITAL CORPORATION
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THE SECURITIES AND EXCHANGE COMMISSION
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