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OATH OR AFFIRMATION

Bradley Drake swear or affirm that to the best of

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

Rothschild Investment Corporation as

of December31 20 11 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows
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Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

FI An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Independent auditors report on internal control
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Independent Auditors Report

To the Board of Directors

Rothschild Investment Corporation

Chicago Illinois

We have audited the accompanying statement of financial condition of Rothschild Investment Corporation

the Company as of December 31 2011 that you are filing 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

examining on test basis evidence supporting the amounts and disclosures in the statement of financial

condition An audit also includes 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 Rothschild Investment Corporation as of December 31 2011 in

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

AIA7
Chicago Illinois

February 28 2012



Rothschild Investment Corporation

Statement of Financial Condition

December 31 2011

Assets

Cash 466810

Receivable from and deposit with clearing broker 886190

Securities owned at fair value 3392355

Furniture equipment and leasehold improvements

net of accumulated depreciation and amortization of $204386 335158

Prepaid expenses 162877

Other assets 230591

Total assets 5473981

Liabilities and Stockholders Equity

Liabilities

Accounts payable and accrued expenses 906729

Deferred rent 399528

Total liabilities 1306257

Stockholders equity 4167724

Total liabilities and stockholders equity 5473981

See Notes to Statement of Financial Condition



Rothschild Investment Corporation

Notes to Statement of Financial Condition

Note Nature of Organization and Significant Accounting Policies

Nature of organization Rothschild Investment Corporation the Company is registered securities

broker-dealer and registered investment advisor As broker-dealer the Company provides brokerage

services to retail and institutional customers located primarily throughout the Midwestern United States

with customer transactions cleared through another broker on fully disclosed basis As an investment

advisor the Company provides investment management services to individuals trusts and retirement

plans

The Company operates under the provisions of Paragraph k2ii of Rule 5c3-3 of the Securities

Exchange Act of 1934 and accordingly is exempt from the remaining provisions of that rule Essentially

the requirements of Paragraph k2ii provide that the Company clear all transactions on behalf of

customers on fully disclosed basis with clearing broker-dealer and promptly transmit all customer

funds and securities to the clearing broker-dealer The clearing broker-dealer carries all of the accounts of

the customers and maintains and preserves all related books and records as are customarily kept by

clearing broker-dealer

The following is summary of the Companys significant accounting policies

Accounting policies The Company follows the accounting standards set by the Financial Accounting

Standards Board FASB The FASB sets generally accepted accounting principles GAAP that the

Company follows to ensure consistent reporting of financial condition results of operations and cash

flows

Use of estimates The preparation of financial statements in conformity with GAAP requires the

Companys management to make estimates and assumptions that affect the reported amounts of assets

liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the

reported amounts of revenues and expenses during the reporting period Actual results could differ from

those estimates

Securities owned Transactions in securities are recorded on trade-date basis and are carried at fair

value with resulting unrealized gains and losses reflected in revenue

Furniture equipment and leasehold improvements Furniture and equipment are carried at cost and

are depreciated using straight-line method over the estimated useful lives of the assets Leasehold

improvements are amortized by the straight-line method over the lesser of the term of the lease or the

economic useful lives of the improvements

Deferred rent Operating lease obligations including incentives are amortized on straight-line basis

over the term of the lease

Investment advisory fees Investment advisory fees are received quarterly but are recognized as

earned on pro rata basis

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

securities transactions occur

Income taxes The Company has elected to be taxed as an corporation under the Internal Revenue

Code As result the Company does not pay any federal corporate income taxes Instead stockholders

are liable for individual federal income taxes on their respective shares of the Companys taxable income

Accordingly no provision or benefit for federal income taxes has been made in these financial

statements



Rothschild Investment Corporation

Notes to Statement of Financial Condition

Note Nature of Organization and Significant Accounting Policies Continued

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 Companys tax returns to determine whether the tax positions are

more-than-likely-not of being sustained when challenged or when examined by the applicable tax

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

tax benefit or expense and liability
in the current year Management has determined that there are no

material uncertain tax positions through December 31 2011

The Company is generally not subject to examination by the U.S Federal and state tax authorities for tax

years before 2008

Subsequent events The Company has evaluated subsequent events for potential recognition and/or

disclosure through the date these financial statements were issued

Note Receivable from and Deposit with Clearing Broker

The Company clears customer transactions on fully disclosed basis and proprietary transactions

through the Companys clearing broker

Amounts receivable from and on deposit with the clearing broker at December 31 2011 consist of the

following

Cash 108068

Money market funds 677672

Deposit 100000

Fees and commissions receivable 450

886190

The deposit is required to be maintained in accordance with the Companys clearing broker agreement

Note Fair Value Measurements

Fair value is the price that would be received to sell an asset or paid to transfer liability in an orderly

transaction between market participants at the measurement date The Company utilizes valuation

techniques to maximize the use of observable inputs and minimize the use of unobservable inputs

Assets and liabilities recorded at fair value are categorized within the fair value hierarchy based upon the

level of judgment associated with the inputs used to measure their value The fair value hierarchy gives

the highest priority to quoted prices in active markets for identical assets or liabilities Level and the

lowest priority to unobservable inputs Level Inputs are broadly defined as assumptions market

participants would use in pricing an asset or liability The three levels of the fair value hierarchy are

described below

Level Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting

entity has the ability to access at the measurement date

Level Inputs other than quoted prices within Level that are observable for the asset or liability

either directly or indirectly and fair value is determined through the use of models or other valuation

methodologies



Rothschild Investment Corporation

Notes to Statement of Financial Condition

Note Fair Value Measurements Continued

Level Inputs are unobservable for the asset or liability
and include situations where there is little if

any market activity for the asset or liability The inputs into the determination of fair value are based

upon the best information in the circumstances and may require significant management judgment or

estimation

In certain cases the inputs used to measure fair value may fall into different levels of the fair value

hierarchy In such cases an investments level within the fair value hierarchy is based on the lowest level

of input that is significant to the fair value measurement The Companys assessment of the significance

of particular input to the fair value measurement in its entirety requires judgment and considers factors

specific to the investment

The following table presents the Companys assets measured at fair value at December 31 2011 using

the fair value hierarchy

Description Level Level Level Total

Assets

Receivable from and deposit with

clearing broker

Money market funds 677672 677672

Securities owned

Common stock

Stock in exchanges 3373800 3373800

Other 18555 18555

4070027 4070027

fair value hierarchy

Note Common Stock

Securities traded on national securities exchange and money market funds are stated at the last

reported sales price on the day of valuation These financial instruments are classified as Level in the

Effective January 2011 the Company adopted the FASB update to provide more and improved

disclosures about fair value measurements This update requires that reporting entity disclose

separately the amounts of significant transfers in and out of Level and Level fair value measurements

and describe the reasons for the transfers

The Company has two classes of common stock There are 500000 shares of $2 par value Class

voting common stock authorized and 266501 shares issued at December 31 2011 Net of Class

common shares held in Treasury there were 179225 shares outstanding at December 31 2011

There are 500000 shares of $.10 par value Class nonvoting common stock authorized and 269942

shares issued at December 31 2011 Net of Class common shares held in Treasury there were

180392 shares outstanding at December31 2011



Rothschild Investment Corporation

Notes to Statement of Financial Condition

Note Common Stock Continued

The Companys certificate of incorporation provides among other things that the Company has the

option under certain circumstances and subject to minimum capital requirements to purchase

stockholders interest within specified period of time as defined

Note Commitments and Contingencies

The Company leases office space under noncancelable operating lease agreement that expires in

March 2017 The future minimum annual rentals exclusive of additional payments that may be required

for certain increases in taxes and operating costs are

2012 352944

2013 378975

2014 390345

2015 402055

2016 414117

Thereafter 104289

2042725

In the normal course of business the Company is subject to litigation claims and regulatory and

arbitration matters The Company vigorously defends against these matters and in the opinion of

management the resolution of these matters will not result in any material adverse effect on the

Companys financial position

Note Profit Sharing Plan

The Company has discretionary profit sharing plan that covers all eligible employees Profit sharing

amounts may be contributed at the option of the Companys Board of Directors

The Company earns commissions from executing trades for the profit sharing plan In addition the

Company earns investment advisory fees for services rendered to the plan that were absorbed by the

Company

Note Indemnifications

In the normal course of business the Company enters into contracts that contain variety of

representations and warranties that provide indemnifications under certain circumstances The

Companys maximum exposure under these agreements is unknown as this would involve future claims

that may be made against the Company that have not yet occurred However the Company believes that

it is unlikely it will have to make material payments under these arrangements and has not recorded any

contingent liability
in the financial statements for these indemnifications Management of the Company

expects the risk of loss to be remote



Rothschild Investment Corporation

Notes to Statement of Financial Condition

Note Financial Instruments with Off-Balance-Sheet Risk

Customers transactions are introduced to and cleared through Pershing LLC the Companys clearing

broker Under the terms of its clearing agreement the Company guarantees the performance of its

customers in meeting contracted obligations In conjunction with the clearing broker the Company seeks

to control the risks associated with its customer activities by requiring customers to maintain collateral in

compliance with various regulatory and internal guidelines Compliance with the various guidelines is

monitored daily and pursuant to such guidelines the customers may be required to deposit additional

collateral or reduce positions where necessary

The Company is exposed to off-balance-sheet counterparty risk resulting from principal transactions in

securities Such risk arises in the event that counterparties fail to satisfy their obligations and the related

collateral is insufficient The Company monitors such risk on daily basis

The receivable from and deposit with the clearing broker and cash equivalents held by the clearing

broker resulting from the Companys trading and brokerage activities represent concentration of credit

risk The Company does not anticipate nonperformance by its customers or clearing broker It is the

Companys policy to review as necessary the credit standing of each counterparty

The Company maintains cash in its trading accounts at its clearing broker and in bank deposit accounts

The cash in bank deposit accounts may at times exceed federally insured limits The Company has not

experienced any losses in such accounts Management believes the Company is not exposed to any

significant credit risk on cash

At December 31 2011 cash on deposit with the Companys clearing broker may serve as collateral for

amounts due to the clearing broker and securities sold short not yet purchased if any

Note Net Capital Requirements

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

SEC Rule 15c3-1 which requires the maintenance of minimum net capital and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15 to The rule also provides

that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would

exceed 10 to At December 31 2011 the Company had net capital of $2514497 which was

$2264497 in excess of its required net capital of $250000 The Companys net capital ratio was

0.36 to


