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INDEPENDENT AUDITORS REPORT

To the Stockholder of

Jaypee International Inc

We have audited the accompanying statement of financial condition of Jaypee International Inc
the Company as of March 31 2012 and the related statements of operations changes in

stockholders equity and cash flows for the year then ended that you are filing pursuant to rule 17a-5

of the Securities and Exchange Commission and Regulation 1.16 of the Commodity Futures Trading

Commission 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 Our 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 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 Jaypee International Inc as of March 31 2012 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 schedules is presented for the

purpose of additional analysis and is not required part of the basic financial statements but is

supplementary information required by Rule 17a-5d under Securities and Exchange Act of 1934

and Regulation 1.10 under the Commodity Exchange Act 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

Chicago Illinois

May 23 2012



Jaypee International Inc

Statement of Financial Condition

March 31 2012

Assets

Equity in brokerage accounts

Cash

Securities at fair value

Unrealized loss on open contracts

Due from brokers

Cash in bank

Exchange memberships at cost market value $305000

Deposits and other

Liabilities and Stockholders Equity

Liabilities

Due to brokers

Accounts payable and accrued expenses

Franchise and payroll taxes payable

Stockholders Equity

Common stock $1 par value 75000000 shares authorized

43556000 shares issued and outstanding

Accumulated deficit

4497905

12008

1048537

3461376

7794

165500

322480

3957150

3081

24055

2397

29533

43556000

39628383

3927617

3957150

See accompanying notes



Jaypee International Inc

Statement of Operations

Year Ended March 31 2012

Revenues

Trading losses net 5026833

Foreign currency translation loss 555480
Net gain from sale of exchange memberships 322300
Other 15744

5244269

Expenses

Employee compensation and benefits 217103
Commissions and fees 267251
Professional fees 30277
Franchise and payroll taxes 60452

Occupancy 119500
Office 67715
Other expenses 118016
Software fees 495583

1375897

Net loss 6620166

See accompanying notes



Jaypee International Inc

Statement of Changes in Stockholders Equity

Year Ended March 31 2012

Common Treasury Accumulated

Stock Stock Deficit Total

Balance at April 2011 44036000 33008217 11027783

Cancellation of common stock 480000 480000

Net loss 6620166 6620166

Balance at March 31 2012 43556000 39628383 3927617

See accompanying notes



Jaypee International Inc

Statement of Cash Flows

Year Ended March 31 2012

Cash flows from operating activities

Net loss 6620166
Adjustments to reconcile net income to net cash

used in operating activities

Net gain from sale of exchange memberships 322300
Increase decrease in operating assets

Equity in brokerage accounts

Cash 3332320
Securities at fair value 460422
Unrealized loss on open contracts 1476957

Rebates receivable 71947

Deposits and other 171179
Increase decrease in operating liabilities

Due to brokers 278360
Accounts payable and accrued expenses 150001
Franchise and payroll taxes payable 2397

Net cash used in operating activities 855605

Cash flows from investing activities

Proceeds from sale of exchange memberships 1071000

Net cash provided by investing activities 1071000

Cash flows used in financing activities

Cancellation of common stock 480000

Net cash used in financing activities 480000

Decrease in cash 264605

Cash at beginning of the year 272399

Cash at end of the year 7794

See accompanying notes



JAYPEE INTERNATIONAL INC

Notes to Financial Statements

March 31 2012

Organization and Business

Jaypee International Inc the Company was incorporated in the State of Delaware in

June 2003 The Company is registered as broker-dealer with the Securities and

Exchange Commission is registered as an independent introducing broker under the

Commodity Exchange Act and is member of both the Financial Industry Regulatory

Authority FINRA and the National Futures Association the NFA The Company
engages in trading of securities options on securities futures options on futures OTC
derivatives and forward contracts for its own account

The Company is wholly owned subsidiary of Jaypee Capital Services Ltd the
Parent securities and futures brokerage firm based in India The Company has

clearing account with the Parent

During the year the Company conducted business with another wholly owned

subsidiary of the Parent Jaypee Singapore Pte Ltd JSP

Summary of Significant Accounting Policies

Revenue Recognition

Securities futures options on futures and forward transactions are recorded on trade

date and carried at fair value based on quoted prices with resulting gains and losses

reflected in income Unrealized gains and losses from proprietary transactions are

reflected in trading gains and losses net of direct trading expenses Commission income

is recorded on trade date net of related commission expense

Income Taxes

Deferred income taxes are recorded to reflect the future tax consequences of difference

between the carrying value of assets and liabilities for income tax and financial reporting

purposes and for the benefits of tax credit and loss carryforwards The amounts of any
future tax benefits are reduced by valuation allowance to the extent such benefits are

not expected to be fully realized

The Company adopted Financial Accounting Standards Board FASB Accounting
Standards Codification ASC topic 740 during 2009 which clarifies the accounting for

uncertainty in income taxes recognized in an enterprises financial statements FASB ASC
740 prescribes recognition threshold and measurement attribute for the financial

statement recognition and measurement of tax position taken or expected to be taken in

tax return FASB ASC 740 also provides guidance on de-recognition of tax benefits

classification on the balance sheet interest and penalties accounting in interim periods

disclosure and transition

The Company continues to evaluate uncertain tax positions if any and income tax

contingencies under FASB ASC topic 450 Accounting for Contingencies FASB ASC 450

requires the Company to accrue for losses it believes are probable and can be reasonably
estimated Management believes the impact of FASB ASC 740 on its financial position
and results of operations will have an immaterial effect on its financial statements



JAYPEE INTERNATIONAL INC

Notes to Financial Statements Continued
March 31 2012

Summary of Significant Accounting Policies Continued

Use of Estimates

The preparation of financial statements in conformity with U.S Generally Accepted

Accounting Principles requires management to make estimates and assumptions that

affect the amounts reported in the financial statements and the accompanying notes

Management determines that the estimates utilized in preparing financial statements are

reasonable and prudent Actual results could differ from these estimates

Translation of Foreign Currencies

Assets and liabilities denominated in foreign currencies are translated throughout the year
and at year-end rates of exchange while the income statement accounts are translated

monthly throughout the year at average rates of exchange Gains or losses resulting from

foreign currency transactions are included in net income

Exchange Membershirs

Exchange memberships are held for operating purposes and are carried at cost

Fair Value Disclosure

The Company has adopted FASB ASC topic 820 which requires among other things
enhanced disclosures about investments that are measured and reported at fair value

FASB ASC topic 820 establishes hierarchy that prioritizes the inputs to valuation

techniques 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 fair value measurement assumes that the transaction to sell the

asset or transfer the liability occurs in the principal market for the asset or liability or in the

absence of principal market the most advantageous market The fair value hierarchy

prioritizes the inputs to valuation techniques used to measure fair value into three broad

levels

Level Inputs quoted prices in active markets for identical assets or liabilities at the

reporting date

Level Inputs other than quoted prices included with Level that are observable for

substantially the full term of the asset or liability either directly or indirectly Level

assets include quoted prices for similar assets or liabilities in active markets quoted

prices for identical or similar assets or liabilities that are not active and inputs other than

quoted prices that are observable such as models or other valuation methodologies

Level Inputs unobservable inputs for the valuation of the asset or liability Level

assets include investments for which there is little if any market activity These inputs

require significant management judgment or estimation

At March 31 2012 the Company had open futures contracts with net unrealized loss

and securities at fair value totaling approximately $1048000 and $12000 respectively

which were Level investments and did not have any level or investments



JAYPEE INTERNATIONAL INC

Notes to Financial Statements Continued
March 31 2012

Related Party Transactions

Included in equity in brokerage accounts are amounts due from JSP an affiliate of the

Company through common ownership and the Parent of approximately $3020000 and
$600000 respectively

Stockholders Equity

During the year ended March 31 2012 the Company cancelled 480000 shares of its

common stock

Off-Balance Sheet Risk

Proprietary Trading Activities

In connection with its proprietary trading activities the Company enters into transactions

in variety of cash and derivative financial instruments including futures options on

futures and forwards Futures provide for the delayed delivery or purchase of financial

instruments at specified future date specified price or yield An option contract conveys
to the purchaser the right but not the obligation to buy or sell financial instrument or

commodity at predetermined rate or price at time in the future These financial

instruments may have market and/or credit risk in excess of the amounts recorded in the

statement of financial condition

Market Risk

Derivative financial instruments involve varying degrees of off-balance-sheet market risk

whereby changes in the market values of the underlying financial instruments may result

in changes in the value of the derivative financial instruments in excess of the amounts
reflected in the statement of financial condition Exposure to market risk is influenced by
number of factors including the relationships between financial instruments and the

Companys proprietary inventories and the volatility and liquidity in the markets in which

the financial instruments are traded In many cases the use of financial instruments

serves to modify or offset market risk associated with other transactions and accordingly
serves to decrease the Companys overall exposure to market risk The Company
attempts to control its exposure to market risk arising from the use of these financial

instruments through various analytical monitoring techniques

Credit Risk

Credit risk arises from the potential inability of counterparties to perform in accordance

with the terms of the contracts The Companys exposure to credit risk associated with

counterparty nonperformance is limited to the current cost to replace contracts in which

the Company has gain Exchange-traded financial instruments such as financial futures

and options generally do not give rise to significant counterparty exposure due to the

cash settlement procedures for daily market movements or the margin requirements of

the individual exchanges



JAYPEE INTERNATIONAL INC

Notes to Financial Statements Continued
March 31 2012

Off-Balance Sheet Risk Continued

Customer Activities

The Company is broker-dealer and an independent introducing broker responsible for

the credit risk of the customers it introduces to and that are carried on fully disclosed

basis on the books of its clearing brokers To reduce its risk the Company seeks to

control the risks associated with its customers 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 customers may be required to deposit additional collateral or reduce positions
when necessary

Concentration of Credit Risk

The Company enters into various transactions with clearing brokers and banks The risk

of default depends on the credilworthiness of the counterparties to these transactions In

the event these counterparties do not fulfill their obligations the Company may be

exposed to risk It is the Companys policy to review as necessary the credit standing of

each counterparty with which it conducts business

At March 31 2012 significant credit concentration consisted of equity in brokerage
account with JSP of approximately $3020000 which represents approximately 77% of

the Companys equity Management does not consider any credit risk associated with this

asset to be significant

Lease Commitment

The Company conducts its operations in leased office facilities and annual rentals are

charged to current operations Rent expense for the year ended March 31 2012 totaled

approximately $116000

The minimum annual rental commitments under non-cancelable operating lease are

approximately as follows as of March 31 2012

Year Ending

March 31 Amount

2013 44000
2014 46000

Thru November 30 2014 31000

Total 121000



JAYPEE INTERNATIONAL INC

Notes to Financial Statements Continued
March 31 2012

Income Taxes

At March 31 2012 the Company has net operating loss carryforward available to offset

future taxable income of approximately $40000000 which expires in years 2023 through
2032 The Company has deferred tax asset of approximately $16000000 arising from

this net operating loss carryforward which is fully reserved as realization is not assured
The deferred tax asset and the valuation allowance increased by approximately

$2700000 during the year ended March 31 2012

10 Minimum Capital Requirements

The Company is broker-dealer subject to the Securities and Exchange Commission
Uniform Net Capital Rule Rule 15c3-1 and an introducing broker subject to the

Commodity Futures Trading Commission minimum capital requirements Regulation 1.17
Under these rules the Company is required to maintain net capital of 2/3 percent of

aggregate indebtedness or $100000 whichever is greater as these terms are defined
or the amount required by its self-regulatory organization the National Futures

Association

At March 31 2012 the Company had net capital and net capital requirements of

$186609 and $100000 respectively which resulted in net capital deficiency of

$286609 The net capital rule restricts stockholder withdrawals while the Company is

net capital deficient

11 Subsequent Events

For the period March 30 2012 through April 2012 the Company had net capital

deficiencies of approximately $280000 As of May 23 2012 the Company maintained

excess net capital of $84000



SUPPLEMENTAL SCHEDULES



Jaypee International Inc

Computation of Net Capital for Brokers and Dealers pursuant to Rule 15c3-1

March 31 2012

Computation of net capital

Total stockholders equity 3927617

Deduct stockholders equity not allowable for Net Capital

Total stockholders equity qualified for net capital 3927617

Deductions and br charges
Nonallowable assets

Equity in brokerage accounts cash 3723147
Exchange memberships 165500
Deposits and other 221764 4110411

Net capital before haircuts on securities positions 182794

Haircuts on securities

Trading and investment securities

Other securities 3815 3815
Net capital 186609

Computation of basic capital requirement

Minimum net capital required greater of $100000 016 %%
of aggregate indebtedness iooooo

Deficiency of net capital requirement 286609

Computation of aggregate indebtedness

Aggregate indebtedness 29533

Ratio of aggregate indebtedness to net capital 16

There are no material differences between the above computation and the Companys
corresponding unaudited Form FOCUS Part II filing as of March 31 2012

See accompanying notes



Jaypee International Inc

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

March 31 2012

The Company did not handle any customer cash or securities during the year ended March

31 2012 and does not have any customer accounts

Jaypee International Inc

Computation for Determintation of PAIB Reserve Requirements pursuant to Rule 15c3-3

March 31 2012

The Company did not handle any customer cash or securities during the year ended March

31 2012 and does not have any customer accounts

Jaypee International Inc

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

March 31 2012

The Company did not handle any customer cash or securities during the year ended March

31 2012 and does not have any customer accounts
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INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL

To the Stockholder of

Jaypee International Inc

In planning and performing our audit of the financial statements of Jaypee International Inc the

Company as of and for the year ended March 31 2012 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 compliance with such

practices and procedures that we considered relevant to the objectives stated in Rule 17a-5g in

the following

Making the periodic computations of aggregate indebtedness or aggregate debits and

net capital under Rule 7a-3a1 and the reserve required by Rule 5c3-3e
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

Obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customers as required by Rule 15c3-3

Also as required by Regulation 1.16 of the Commodity Futures Trading Commission the CFTC
we have made study of the practices and procedures including tests of compliance with such

practices and procedures followed by the Company that we considered relevant to the objectives

stated in Regulation 1.16 in making the periodic computations of minimum financial requirements

pursuant to Regulation 1.17 We did not perform any test work on the daily computations of the

segregation requirements of section 4d2 of the CFTC and the regulations thereunder and the

segregation of funds based on such computations or the daily computations of the foreign futures

and foreign options secured amount requirements pursuant to Regulation 30.7 of the CFTC since

the Company did not handle any customer cash or securities during the year ended March 31
2012

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

control structure 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 internal control structure policies and procedures 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 and the CFTCs above-

mentioned objectives Two of the objectives of an internal control structure 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 accordance with

generally accepted accounting principles Rule 17a-5g and Regulation 1.16d2 list additional

objectives of the practices and procedures listed in the preceding paragraphs



R84
Because of inherent limitations in internal control or 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 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 and firm assets that we consider to be material weaknesses as defined

previously However we identified certain deficiencies in internal control that we consider to be

significant deficiencies and communicated them to management and those charged with

governance on May 23 2012

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 identified the

following deficiency in internal control that we consider to be material inadequacy

Jaypee International Inc had net capital deficiency under Rule 15c3-1 of the SEC and

Regulation 1.17 of the CFTC for the period from March 30 through April 2012 due to an inability

to acquire additional capital on timely basis from its sole foreign stockholder In this event

management should have had alternate plans implemented to avoid net capital deficiency The

Company corrected the net capital deficiency and the Parent Company plans to contribute more

capital as necessary to avoid net capital deficiency in the future As of May 23 2012 the

Company remained in compliance with the net capital requirements of Rule 5c3-1 of the SEC and

Regulation 1.17 of the CFTC

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

SEC the CFTC FINRA NFA and other regulatory agencies that rely on Rule 17a-5g under the

Securities Exchange Act of 1934 and/or Regulation 1.16 of the CFTC 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

Chicago Illinois

May 23 2012
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INDEPENDENT ACCOUNTANTS REPORT
ON APPLYING AGREED-UPON PROCEDURES RELATED TO AN ENTITYS

SIPC ASSESSMENT RECONCILIATION

To the Stockholder of

Jaypee International Inc

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures listed below with respect to the accompanying Schedule of Assessment

and Payments for the Assessment Reconciliation Form SIPC-7 to the Securities Investor

Protection Corporation SIPC for the year ended March 31 2012 which were agreed to by

Jaypee International Inc the Company and the Securities and Exchange Commission SIPC
and the Financial Industry Regulatory Authority solely to assist you and the other specified parties in

evaluating the Companys compliance with the applicable instructions of the Form SIPC-7 The

Companys management is responsible for its 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 noting no differences

Compared the Total Revenue amounts of the audited Form X-1 7A-5 for the year ended

March 31 2012 with the amounts reported in Form SIPC-7 for the year ended March 31
2012 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 work 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

May 29 2012



Jaypee International Inc

Schedule of Assessment and Payments Form SIPC-7

Year Ended March 31 2012

Amount Payment Date

SIPC-7 annual general assessment 779

SIPC-6 interest paid

Total annual assessment and interest 785

SIPC-6 payment 136 12/30/2011

SIPC-7 payment 649 5/29/2012

Total payments 785

Overpayment amount due
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OATH OR AFFIRIATIOP4

Sorabh Arora swear jor affirm that to the best of my knowledge and
belief the accompanying financial statement nod supporting schedules pertaining to the firm

of Jaypee Internao as of Marcl3j2O12 are true and correct further swear
or affirm that neither the compani nor any partner proprietor prncipal officer or director has any
proprietary interest in any account olsssifletj solel as tnat of customer except as follows

NONE
_________

Title

Subscribec and sworn to before me h.s

23
day of Mf- 2012

OFFICIAL SEAL
ALANR.JURASKJ
Notary Public State of Illinois

My Commission Expires O8/2Q/12
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