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KPMG LLP

345 Park Avenue

New York NY 10154-0102

Report of Independent Registered Public Accounting Firm

Board of Directors and Stockholder

1DB Capital Corp

We have audited the accompanying statement of financial condition of 1DB Capital Corp the Company
Wholly-Owned subsidiary of Israel Discount Bank of New York as of December 31 2011 that are filed

pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 This financial statement is the

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

statement 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 statement of financial condition is free of material misstatement An audit includes

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 of statement of financial condition also includes examining on test basis evidence supporting the

amounts and disclosures in that statement of financial condition assessing the accounting principles used

and significant estimates made by management as well as evaluating the overall statement of financial

condition presentation We believe that our audit of the statement of financial condition provides

reasonable basis for our opinion

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

respects the financial position of 1DB Capital Corp as of December 31 2011 in conformity with

U.S generally accepted accounting principles

KPc Lrp

February 22 2012

KPMG is Delaware Iwsred labIty partrrership

the wember firm of KPMG lnterrratiorral Cooperatise

KPMG International Swiss errtity



1DB CAPITAL CORP
Wholly-Owned Subsidiary of

Israel Discount Bank of New York

Statement of Financial Condition

December 31 2011

Dollars in thousands except par value

Assets

Cash and cash equivalents 1505
Receivable from clearing broker 708

Securities owned at market 14130
Premises and equipment net of accumulated depreciation of $60 48

Other assets 221

Total assets 16612

Liabilities and Stockholders Equity

Accounts payable and accrued expenses 596

Income taxes payable to Parent 794

Total liabilities 1390

Stockholders equity

Common stock par value $25 authorized 20000 shares

issued and outstanding 10000 shares 250

Retained earnings 14972

Total stockholders equity 15222

Total liabilities and stockholders equity 16612

See accompanying notes to statement of financial condition



1DB CAPITAL CORP
Wholly-Owned subsidiary of

Israel Discount Bank of New York

Notes to Statement of Financial Condition

December 31 2011

Organization

1DB Capital Corp the Company is Wholly-Owned subsidiary of Israel Discount Bank of New York

the Parent New York State chartered banking corporation The Company is registered as

broker-dealer under Section 15b of the Securities Exchange Act of 1934 and is member of the Financial

Industry Regulatory Authority Inc Fll.TRA The Company trades on an agency and riskiess principal

basis for customers of the Parent whom it introduces to another broker-dealer the Clearing Broker either

on fully disclosed basis or on nondisclosed basis under an omnibus clearing agreement All fully

disclosed and nondisciosed transactions are cleared and settled by the Clearing Broker The Clearing

Broker maintains custody for fully disclosed customers and effects delivery and receipt between

nondisclosed brokerage accounts and the customers custody accounts established at the Parent

Significant Accounting Policies

Use ofEstimates

The preparation of financial statements in conformity with U.S generally accepted accounting

principles GAAP requires management to make estimates and assumptions that affect the amounts

reported in the statement of financial condition and accompanying notes Management believes that

the estimates utilized in preparing its statement of financial condition are reasonable and prudent

Actual results could differ from those estimates

Cash and Cash Equivalents

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

to be cash equivalents Cash and cash equivalents include cash investments in money market funds

and deposits with banks At December 31 2011 the Company had investments in money market

fund of$1 1351

Securities Transactions

Securities transactions are recorded on trade-date basis Amounts receivable and payable for

securities that have not reached their contractual settlement date are recorded net in the Statement of

Financial Condition Securities owned are valued at market with the resulting unrealized gains or

losses included in income

Brokerage revenues derived from securities transactions for clients consist of commissions earned

on transactions conducted on an agency basis and trading revenue earned from transactions

conducted on riskiess principal basis Such brokerage revenues and related clearing expenses are

recorded on trade-date basis as securities transactions occur

Premises and Equipment Net

Premises and equipment are stated at cost less accumulated depreciation and amortization

Depreciation is computed by the straight-line and accelerated methods based upon useful lives from

to 10 years Amortization of leasehold improvements is computed by the straight-line method over

the shorter time period of either the useful life of the improvement or the remaining life of the lease

Continued



1DB CAPITAL CORP
Wholly-Owned subsidiary of

Israel Discount Bank of New York

Notes to Statement of Financial Condition

December 31 2011

Income Taxes

The Company is included in the consolidated federal and combined New York State and New York

City returns filed by the Parent Under tax-sharing agreement with the Parent the Company
determines its federal state and local income tax on separate company basis using the same

computational method as the consolidated group

Fair Value of Financial Instruments

Financial instruments which consist of cash cash and securities on deposit with clearing

organization and accounts receivable are reported at their carrying amounts which approximate fair

value given the short-term nature of these items Securities owned are carried at their fair value

Receivable from Clearing Broker

The Company is required to maintain deposits with its clearing broker in order to conduct its business At

December 31 2011 total deposits with its clearing broker amounted to $707934 which included cash

pledged of $163306 as described in note

The Company has agreed to indemnify the Clearing Broker for losses that it may sustain from the customer

accounts introduced by the Company Pursuant to the Clearing Agreement the Company is required to

reimburse the Clearing Broker without limitation for any losses incurred due to any customers failure to

satisfy its contractual obligations However the transactions are collateralized by the underlying security

thereby reducing the associated risk to changes in the market value of the security through settlement date

As result of these transactions there were no amounts to be indemnified to the Clearing Broker for the

customer accounts at December 31 2011

Securities Owned at Market

At December 31 2011 securities owned at market comprise the following securities in thousands

FNMA and FHLMC mortgage-backed

securities 9773

GNMA mortgage-backed securities 4357

Total 14130

Securities owned may be pledged to the Clearing Broker on terms that permit the Clearing Broker to sell or

repledge the securities to others subject to certain limitations At December 31 2011 $163306 in cash

included in receivable from clearing broker on the Statement of Financial Condition was pledged as

collateral In addition at December 31 2011 mortgage-backed securities with total market value of

$2461 were pledged as collateral to the Clearing Broker

Continued



1DB CAPITAL CORP
Wholly-Owned subsidiary of

Israel Discount Bank of New York

Notes to Statement of Financial Condition

December 31 2011

Income Tax

Pursuant to the tax-sharing agreement with the Parent the Company determines its federal state and local

income tax on separate-company basis using the same computational method as the consolidated group
In 2011 the state and local income tax liability of the Parent was determined based on its consolidated

taxable income

Deferred tax assets at December 31 2011 are included in other assets in the Statement of Financial

Condition and consist of the following temporary differences dollars in thousands

Assets

Deferred compensation 48

Other 39

Deferred tax assets net 87

valuation allowance for deferred tax assets was not considered necessary at December 31 2011 The

Company believes that it is more likely than not that the results of future operations will generate sufficient

taxable income to realize the deferred tax assets

The Company recognizes interest and penalties related to unrecognized tax benefits as component of

income tax expense There were no unrecognized tax benefits as of December 31 2011

The Company is part of the Parents consolidated federal and combined New York State and City income

tax returns In addition the Company files state income tax returns in Connecticut Florida New Jersey

and Pennsylvania The Company and the Parent are no longer subject to U.S federal tax examinations by

tax authorities for years before 2008 The New York State Department of Taxation and Finance and the

New York City Department of Finance are currently auditing the combined income tax returns of the

Parent for the years ended December 31 2007 2008 and 2009 Management believes that it has adequate

provisions for all income tax uncertainties such that the outcome of any unresolved issues or claims will

not result in material change to the Companys financial position

Related Party Transactions

Included in cash on the Statement of Financial Condition is deposit with the Parent of $1433930 as of

December 31 2011 In addition as of the same date balance of $132373 in management fees due to the

Parent and operating expenses paid by the Parent on behalf of the Company is included in accounts

payable and accrued expenses

The majority of transactions executed by the Company are for customers introduced by the Parent

Employee Benefit and Deferred Compensation

The Company participates in the Parents contributory Savings and Investment Plan 401k the Plan

Contributions are made by employees on discretionary basis subject to the applicable limitations of

U.S tax laws

Continued



1DB CAPITAL CORP
Wholly-Owned subsidiary of

Israel Discount Bank of New York

Notes to Statement of Financial Condition

December 31 2011

The Company also participates in the Parents deferred compensation plan Participation is open to First

Vice Presidents and above and permits the participants to defer up to 10% of their base annual salary The

deferred compensation plan document describes methods by which participants can receive Company

match amount as well as return on their investment

The Company also participates in the Parents noncontributory defined benefit pension plan covering

substantially all full-time U.S employees who were hired before January 2011 Employees who are

twenty-one years of age or older and who have worked for the Company for one year are eligible to

participate in the plan The Parents funding policy is to contribute annually an amount sufficient to meet

statutory minimum funding requirements but not in excess of the maximum amount deductible for federal

income tax purposes Contributions are intended to provide not only for benefits attributed to service to

date but also for benefits expected to be earned in the future Benefits are based on years of service and

employees compensation The Parents funding policy is to contribute annually an amount necessary to

satisfy the Employee Retirement Income Security Act ERISA funding standards

The Company also participates in the Parents noncontributory defined employer contribution pension plan

covering substantially all full time U.S employees of the Bank who were hired on or after January 2011

Employees participating in the defined benefit pension plan are not eligible to participate in the defined

employer contribution plan The Bank contributes on behalf of each eligible participant percentage of

the eligible participants compensation ranging from 3% to 5% depending on years of service

Other benefits include post-retirement medical dental and life insurance coverages as well as

Supplemental Executive Retirement Plan and Benefits Restoration Plans

Fair Value Measurement

Fair value is market-based measurement that should be determined based on assumptions that market

participants would use in pricing an asset or liability As basis for considering such assumptions fair

value hierarchy was established which prioritizes the inputs used in measuring fair value as follows

Level Inputs to the valuation methodology are quoted prices unadjusted for identical assets or

liabilities in active markets

Level Inputs to the valuation methodology include quoted prices in markets that are not

considered to be active or significant inputs to the methodology that are observable either directly or

indirectly

Level Inputs to the valuation methodology are unobservable and significant to the fair value

measurement

financial instruments categorization within this valuation hierarchy is based upon the lowest level of

input that is significant to the fair value measurement

Continued



1DB CAPITAL CORP
Wholly-Owned subsidiary of

Israel Discount Bank of New York

Notes to Statement of Financial Condition

December 31 2011

The following table presents by valuation hierarchy assets and liabilities that are measured at fair value on

recurring basis and that are included in the Companys Statement of Financial Condition as of

December 31 2011

Fair value measurements at December 31 2011 using

Quoted prices

in active Significant

markets for other Significant

identical observable unobservable

assets inputs inputs Total fair

Level Level Level value

in thousands

Investments in money market fund 11 11

Securities owned at market 14130 14130

Fair values of financial instruments are generally determined by the quoted prices on trading exchanges

However fair values are not readily available for financial instruments such as certain investment

securities loans and deposits since there are no trading markets for these instruments Furthermore there

is no prescribed procedure for valuing these instruments Such valuation is therefore subjective and may
not be true measure of the real worth of these instruments

The following methods and assumptions were used by the Company in determining the fair value of

financial instruments

Cash and Cash Equivalents The carrying amount reported in the Statement of Financial Condition

for cash is comprised of cash investments in money market funds and demand deposits with banks

all of which approximate fair value

Receivable from clearing broker The carrying amount of these receivables is reasonable estimate

of fair value

Securities owneci at market The fair values of investment securities are based on quoted market

prices when available or on independent pricing services

Net Capital Requirements

The Company is subject to the Uniform Net Capital requirements of the Securities and Exchange

Commission under Rule 15c3-1 the Rule The ratio of aggregate indebtedness to net capital both as

defined shall not exceed 15 to The Rule also provides that equity capital may not be withdrawn or cash

dividends paid if certain minimum net capital requirements are not met At December 31 2011 the

Company had net capital of $12806046 which was $12556046 in excess of its required net capital of

$250000

Continued



1DB CAPITAL CORP
Wholly-Owned subsidiary of

Israel Discount Bank of New York

Notes to Statement of Financial Condition

December 31 2011

10 Subsequent Events

In June 2009 the FASB issued standard related to subsequent events which is intended to establish

general standards of accounting for and disclosing of events that occur after the balance sheet date but

before financial statements are issued or are available to be issued It also requires the disclosure of the

date through which an entity has evaluated subsequent events and the basis for that date that is whether

that date represents the date the financial statements were issued or were available to be issued This

disclosure should alert all users of financial statements that an entity has not evaluated subsequent events

after that date in the financial statements being presented The Company has evaluated subsequent events

through February 22 2012
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KPMGLLP
345 Park Avenue

New York NY 10154-0102

Report of Independent Registered Public Accounting Firm on Internal Control

Pursuant to Securities and Exchange Commission Rule 17a-5

Board of Directors and Stockholder

1DB Capital Corp

In planning and performing our audit of the statement of financial condition of 1DB Capital Corp

the Company as of 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

statement of financial condition 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 computations of

aggregate indebtedness and net capital under Rule 7a-3a 11 and for determining compliance with the

exemptive provisions of Rule 5c3-3 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 and

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 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 the statement of financial

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

objectives of the practices and procedures listed in the preceding paragraph

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

KPMG LLP is Delaware hmted labIty partsershp

the member hrm of KPMG Internaflonal Cooperasoe

lKPMG Intemationall Swiss estity



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 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 statement of financial condition 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 identif 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 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 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
FINRA 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

LL1

February 22 2012
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1DB CAPITAL CORP
Whoiiy Owned Subsidiary of

Israel Discount Bank of New York

Agreed-Upon Procedures pursuant to SEC Rule 7a-5e4

December 31 2011

With Reports of Independent Registered Public Accounting Firm Thereon



KPMG LLP

345 Park Avenue

New York NY 10154-0102

Report of Independent Registered Public Accounting Firm on Applying

Agreed-Upon Procedures Pursuant to SEC Rule 17a-5e4

The Board of Directors

1DB Capital Corp

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

Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended December 31 2011 which were agreed to by 1DB Capital Corp 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 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-7 with respective cash disbursement records

entries evidenced by copies of actual check disbursements noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31 2011

as applicable with the amounts reported in Form SIPC-7 for the year ended December 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 and

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

which it was originally computed 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

LCP

February 22 2012

KPMG LLP Delaware umtted habIity partnership

the U.S member firm of KPMG International Cooperative

KPMG lnternatonall Swiss entity



1DB CAPITAL CORP
Wholly-Owned Subsidiary of

Israel Discount Bank of New York

Schedule of General Assessment Reconciliation

Year ended December 31 2011

Total revenue FOCUS Line 12/Part hA Line 6160019

Additions

Net loss from securities in investment accounts 6969

SIPC Net Operating Revenues 6166988

General Assessment .0025 15417

Less payment made with SIPC-6 filed July 25 2011 9493

Less prior overpayment applied _______________

Assessment balance due or overpayment 5924


