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OATH OR AFFIRMATION

1, Kao Sheng Lin , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Kyson & Company ) ,as
of December 31 ] ,2013, aretrue and correct. I 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 a customer, except as follows:

None
J g
, ) N
ﬂ ¥ ik _,7 ’\v,\/\‘
Signature
C. £ O
Title
‘ i CHERYL H. HSU
\Xotary Public COMM. #1898840 =
8 NOTARY PUBLIC @ CALIFORNIA &)
This report ** contains (check all applicable boxes): LOS ANGELES COUNTY =

(a) Facing Page. Comm. Exp. AUG. 8, 2014

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report. .

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O0OX O OXKXCXKK XXX

*¥For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

( Ameviean [eoalNet, Inc. ﬁ }
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Elizabeth Tractenberg, CPA

3832 SHANNON ROAD
LOS ANGELES, CALIFORNIA 90027
323/669-0545 ~ Fax 323/669-0575

elizabeth @tractenberg.net
PCAOB # 3621

Report of Independent Auditor
Board of Directors
Kyson & Co.
Covina, California

Report on the Financial Statements

I have audited the accompanying statement of financial condition of Kyson & Co. as of
December 31, 2013 and related statements of income, changes in stockholders’ equity, and
changes in financial condition for the year then ended that are filed pursuant to Rule 17a-5
under the Securities Exchange Act of 1934, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. I
conducted my audit in accordance with the stendards generally accepted in the United States of
America. Those standards require that I plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s

judgment, including the assessment of the ri«'s of material misstatement of the financial
statements, whether due to fraud or error. I m~ing those risk assessments, the auditor

considers internal control relevant to the Cormpany’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, I express no such opinion. An audit also includes
evaluating the appropriateness of accountin rolicies used and the reasonableness of
significant accounting estimates made by 1 »1ocment, as well as evaluating the overall
presentation of the financial statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis
for my audit opinion.



Board of Directors
Kyson & Co.
Page 2

Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Kyson & Co. as of December 31, 2013, and the results of its
operations and its changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matter

My audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The informaticn contained in Schedules 1, 11 and 111 is presented
for purposes of additional analysis and is not a required part of the basic financial statements,
but is supplementary information required by Rule 17a-5 under the Securities and Exchange
Act of 1934. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial
statements. The information in Schedules I, 1I and III has been subjected to the auditing
procedures applied in the audit of the financia! statements and certain additional procedures,
including comparing and reconciling such i ormation directly to the underlying accounting
tatements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In my opinion, the information in Schedules I, I and
III is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

%M@Jf@

Elizabeth Tractenberg, CPA
Los Angeles, CA
February 23, 2014




Kyson & Co.
Statement of Financial Condition

December 31, 2013
Assets

Cash 4 $61,549
Clearing broker deposit 53,178
Commissions receivable 4,756
Property and Equipment, at cost, net of accumulated

depreciation of $31,012 530
Rent Deposit 1,800

Total Assets $121.813

Liabilities and Stoclholders' Equity

Liabilities :
Accrued expenses $ 14,438
Brokers' fees payable 255
Total Liabilities 14,693

Stockholders' Equity
Common stock, $1 par value, 1,000,000 shares
authorized; 185,000 shares issued and outstanding $ 185,000

Paid-in capital 158,695
Retained earnings (deficit) (236,575) 107,120
Total Liabilities and Stockholders' Equity $121.813

See accompanying notes to financial statements



Kyson & Co.
Statement of Income (Loss)
For Year Ended December 31, 2013

Revenues
Commissions and fees o ©$102,065
Interest income : 1,358
Other income (loss) / 99
Total Revenues 103,522

Direct Costs

Quote services - 10,202
Commission expense / 5,906
Ticket clearing charges 65,605
Total Direct Costs 81,713
Gross Profit ' 21,809
Expenses
Computer and internet expense 1,807
Depreciation 1,260
Insurance 1,161
Office expense 5,544
Professional fees 5,196
Regulatory fees ‘ 2,471
Rent 13,088
Salaries and payroll taxes 80,557
Telephone 4,305
Utilities 1,081
All other expenses 3,554
Total Expenses 120,024
Income(loss) before provision for income taxes (98,215)
Income tax provision 800
Net Income (Loss) $(99.015)

See accompanying notes to financial statements



Kyson & Co.
Statement of Changes in Stockholders' Equity
For Year Ended December 31, 2013

Common Retained
Stock Common Paid-In Earnings
Shares Stock Capital (Deficit) Total

Balance, December 31, 2012 140,000 $185,000 $ 11,750 $(137,560) $ 59,190

Capital Contribution 146,945 $146,945
Net Income (loss) (99,015) (99.015)
Balance, December 31,2013~ 140,000 - $185.000 =~ $158,695  $(236.575) 107.12

See accompanying notes to financial statements



Kysbn & Co.
Statement of Changes in Financial Condition
For Year Ended December 31, 2013

Cash Flows from Operating Activities:

Net income (loss)\ $(99,015)
Depreciation and amortization | / 1,260
Changes in operating assets and liabilities:
Petty cash (3,080)
Commissions receivable 3,912
Accounts payable 6,581
Commissions payable (122)
Security deposit (245)
Net Cash Provided (used) by Operating Activities (90,709)

Cash Flows for Investing Activities:

|

Cash Flows from Financing Activities:

Capital contribution 146,945

Cash Flows from Financing Activities 146,945
Net increase in cash 56,236

Cash - beginning of the year 5,313

Cash - end of year - $.61,549
Supplemental Cash Flow Information

Cash paid for interest $ -

Cash paid for income tax 800

See accompanying notes to financial statements



Kyson & Co.
Notes to Financial Statements
December 31, 2013

Note 1 - Organization and Nature of Business

Kyson & Co. (the Company) was incorporated on July 27, 1994. The Company is a registered
broker-dealer with the Securities Exchange Commission (SEC), the Financial Industry
Regulatory Authority (“FINRA”), and the Securities Investor Protection Corporation (“SIPC”).

Note 2 - Significant Accounting Policies

Basis of Presentation — The Company conducts the following types of business as a securities
broker-dealer, which comprises several classes of services, including:

e Broker or dealer retailing corporate equity securities over-the-counter

e Broker or dealer selling corporate debt securities

e Put and call broker or dealer or option writer

Under its membership agreement with FINRA and pursuant to Rule 15¢3 (k) (2) (ii), the
Company conducts business on a fully disclosed basis and does not execute or clear securities
transactions for customers. Accordingly, the Company is exempt from the requirement of Rule
15¢3-3 under the Securities Exchange Act of 1934 pertaining to the possession or control of
customer assets and reserve requirements.

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 reported «mounts of assets and liabilitics 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.

Commissions - Commissions and related clearing expenses are recorded on a trade-date basis
as securities transactions occur.

Income Taxes - 10 Company has elected to he taxed under the provisions of subchapter S of
the Internal Revenue Code and comparable Stote of California statutes wherein the Company’s
taxable federal and state income is taxed directly (o the shareholder. Additionally, the state of
California imposes a 1.5% state franchise tax on the corporation’s taxable income.

The accounting inles generally accepted in the United States of America provides
accounting and « sure guidance about positions taken by an organization in its tax returns
that might be uncer - 'n. Management has cor-idered its tax positions and believes that all of
the positions taken b the Company in its Fed ! o State organization tax returns are more
likely than not to be sustained upon examinaticn. The Company is subject to examinations by
U.S. Federal and State tax authorities from 2010 to the present, generally for three years after
they are filed.




Kyson & Co.
Notes to Financial Statements
December 21, 2013

Note 2 — Significant Accounting Policies (continued)

Depreciation - Depreciation is provided on a straight-line basis using estimated useful lives of
five to ten years. Leasehold improvements are nmortized over the lesser of the economic
useful life of the improvement or the term of "« [»ase,

Statement of Changes in Financial Condition - The Company has defined cash equivalents
as highly liquid investments, with original maturities of less than three months that are not held
for sale in the ordinary course of business.

Note 3 - Fair Value

FASB ASC 820 defines fair value, establishes a (r=mework for measuring fair value, and
establishes a fair value hierarchy which prioritizes the inputs to valuation techniques. Fair value is
the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. A fair value measurement
assumes that the transaction to sell the asset or transfer the liability occurs in the principal market
for the asset or lin ‘M ity or, in the absence of a principal market, the most advantageous market.
Valuation tech: s that are consistent with the m#rket, income or cost approach, as specified by
FASB ASC 820, are vced to measure fair value.

The fair value hierarh v prioritizes the inputs to w2 ation techniques used to measure fair value
into three broad levels:

.

elevell

uls are quoted prices (unadjusted) in active markets for identical assets or
liabilitics e

'mpany has the ability to ©ooos,

wre inputs (other than oo prices included within level 1) that are
Lo asset or liability, eitho ety or indirectly.

o Level 2 innn
observihle

e Level 3 inputs are unobservable inputs for the asset or liability and rely on management’s

s about the assumptions tha ”mrket participants would use in pricing the

own assum

asset or (- (The unobservable inp culd be developed based on the best

inforr 1 ooniable in the circumstance ¢ may include the Company’s own data.)
The following - nits the Company’s fair e hierarchy for those assets and liabilities
measured at fuir vio ona uummg basis as o/ ~vocber 31, 2013,

Fair Value Measuremen(s on a Recurring Basis
As of Decernor 31, 2013

Assets Level 1 Level 2 Level 3 Total
Cash and securities $ 61,549 - - $ 61,549

Clearing broker corosh 53,178 - - 53,178



Kyson & Co.
Notes to Financial Statements
December 31, 2013

Note 4 — Receivable From and Payable to Broker-Dealers and Clearing Organizations

~ Amounts receivable from and payable to broker-dealers and clearing organizations at
December 31, 2013, consist of the following:

Receivable Payable
Fees and commissions receivable/payable  $ 4,756 $ 0
Note 5 — Clearing Hroker Deposit
The Company !0 a0 agreement with a clearing broker which requires a minimum deposit of

$50,000.

Note 6 — Concentration of Credit Risk

The Company is enoaced in various trading and brokerage activities in which counter-parties
primarily inci dealers, banks, and other‘ nancial institutions. In the event counterparties
do not fulfill ¢ iontions, the Company may e exposed to risk. The risk of default depends on
the cudltworthme:,:) of the counter-party or issuer of the instrument. It is the Company’s policy to

review, as necessary, the credit standing of each counter-party.

Note 7 = Net Capita! Requirements

The Companv 75 cul'ect to the Securities and Ex~hange Commission Uniform Net Capital rule
(SEC Rule 1701 hich requires the mainten- e of minimum net capital and requires that
the ratio of agg © indebtedness to net capital, both as defined, shall not exceed 15 to 1.
Rule 15¢3-1 also providcs that equity capital may not be withdrawn or cash dividends paid if
the resulting net capital ratio would exceed 10 to 1. At December 31,2013, the Company had
net capital of $104.7070 which was $99,790 in excess of its required net capital of $5,000. The
Company’s net conital ratio was .14 to 1.

Note & = Yoo mans

As discussed in Note 2 - Significant Accounting Policies the company is subject to a 1.5% tax
on net income over the m' 7 ?mum tax of $800. At December 31, 2013, the Company recorded
the minimum (roneh ooty of £ $800.

Note 9 =SIV " oo ovnvtary Report Requirement
The Compan i« :d to complete the ST"C Sumﬂcmcntary Report under SEC Rule

17a-5(c)() for Foco! v 1 . mlmg December 31, 2017 hecause the Company’s SIPC Net
Operating Revenues are under $500,000.




Kyson & Co.
Notes to Financial Statements
December 31,2013

Note 10 — Subsequent Events

Management has reviewed the results of operations for the period of time from its year end
December 31, 2013 through February 23, 2014, the date the financial statements were available
to be issued, and has determined that no adjustments are necessary to the amounts reported in
the accompanying combined financial statements nor have any subsequent events occurred, the

k]

nature of which would require disclosure.



Kyson & Co.
Computation of Net Capital Requirements Pursuant
fo Rule 15¢3-1
December 31, 2013

Computation of Net Capital
Total stockholders’ equity from statement of financial condition
Nonallowable assets:
Property and Equipment, net of accumulated depreciation
Rent Deposit

Net Capital

w7

Computation of Met Capital Requirements
Minimum net aggrecate indebtedness -
6.67% of net aggregate indebtedness

Minimum dollar net capital required

Net Capital renuired (oreater of above amounts)

Excess Capital

Excess net capital at 1000% (net capital less 10% of
aggregate indebtedness)

Computation of Aocreoate Indebtedness
Total ligl:

Aggregate indebterdness to net capital

Reconciliation

The following is a reconciliation of the above net capital computation with the
Compan: '« « oo Uao pmandited computation pursuant to Rule 179-5(d)(4):
Net Capiii evny's Computation

Variance — ool evoonees

Net Capital Per Audited Report

See accompanying notes to financial statements

$ 107,120

(530)
(1.800)

$ 104,790

$ 980
$ 5.000

$ 5.000
$ 99.790

103,321

$ 14,693

0.14

$ 114,154
(9,364)

$104,790



Kyson & Co.
Schedule II -~ Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3
As of December 31, 2013

A computation of reserve requirement is not applicable to Kyson & Co. as the Company
qualifies for exemption under Rule 15¢3-3 (k) (2) (ii).



Kyson & Co.
Schedule 1T — Information Relating to Possesion or Control
Requirements under Rule 15¢3-3
As of December 31, 2013

Information relating to possession or control requirements is not applicable to Kyson & Co. as
the Company qualifies for exemption under Rule 15¢3-3 (k) (2) (ii).



Elizabeth Tractenberg, CPA

3832 SHANNON ROAD
LOS ANGELES, CALIFORNIA 90027
323/669-0545 —~ Fax 323/978-5089
elizabeth@tractenberg.net
PCAOB # 3621

Part 11
Report on Internal Control Required by SEC Rule 17a-5(g) (1) for a
Broker-Dealer Claiming an Exemption from SEC Rule 15¢3-3

Board of Directors
Kyson & Co.
Covina, California

In planning and per f orming my audit of the financial statements of Kyson & Co. (the
Company), as ol and {or the year ended December 21, 2013, in accordance with auditing
standards generally accepted in the United States ol America, I considered the Company’s
internal control over financial reporting (internal control) as a basis for designing my auditing
procedures for the purpose of expressing my opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, I do not express an opinion on the effectiveness of the Company’s internal
control.

Also, as required by Rule 17a-5(g) (1) of the Securities and Exchange Commission (SEC), 1
have made @ stu d y of the practices and procedures ‘ollowed by the Company including
consideration of control activities for safeguarding securities. This study included tests of such
practices and procedures that I considered relevant to the objectives stated in Rule 17a-5(g) in
making the nm md;c, computations of aggregate indebtedness (or aggregate debits) and net
capital undc 1(11) and for determining compliance with the exemptive provisions
of Rule liai he Company does not corry securities accounts for customers or
perform cueiod! netions relating to custonor oo curities, 1 did not review the practices and
procedurc: oowed by the Company in any of e following:

1. Making < urities examinations, counts, verifications, and comparisons and
recordation of di { ferences required by Rule 17a-13

2. Complying with iEw requirements for momm pavment for securities under Section 8 of
Federal Rocorve Beontation T of the Board of Covernors of the Federal Reserve System

The man= =t of che Company is responsitle for establishing and maintaining internal
control ant the pre s and procedures referred to in thc preceding paragraph. In fulfilling
this respor , ont >s 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
precedins paragraph and (o assess whether those practices and procedures can be expected to

achieve (70 & ; Two of the objectives of internal control
and the poooos nod nrocedures are to pros »nagement with reasonable but not absolute
assuran: ssots Do which the Compon *sp nsibility are safeguarded against loss
from un« e sposition, and thiut transactions are executed in accordance with
manager - and recorded properly to permit the preparation of financial

staternents i coniornity with generally accepted
additions! ohicctives of the practices and proced

ACC \umrno principles. Rule 17a-5(g) lists
reg listed in the preceding paragraph.




Board of Directors
Kyson & Co.
Page 2

; limitations in internal control and the practices and procedures referred to
above, error or (raud may oceur and not be detected. Also, projection of any evaluation of
them to 1! s is subject to the risk that they may become inadequate because of
changes in o1 ons or that the effectiveness of their design and operation may deteriorate.

Because of i

A deficiency in internal control over financial reporting exists when the design or operation of
a control does not allow management or employees, in the normal course of performing their
assigned [urctinns, 1o prevent, or detect and co misstatement on a timely basis. A
significant /- i-nv is a deficiency, or a comUination of deficiencies, in internal control that
is less sever © material weakness, yet 1 poriant enough to merit attention by those
charged with o rance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such
that there is a reasonable possibility that a material misstatement of the Company’s financial
statements v oot o pievented, or detected and eorrected, on a timely basis.

My consicer o o internal controt was for the mited purpose described in the first and
second poris 1d would not necessarily identify 2!l deficiencies in internal control that
might be material weaknesses. Idid not identify any deficiencies in internal control and
control activities for safeguarding securities that I consider to be material weaknesses, as
defined previously.

Tundersiane
secon! o “this report are cons
accordaion Securities Exchanue | 1o
practices ¢n0 [ ures that do not accomplich such objectives in all material respects
indicate a material inadequacy for such purposes. Pased on this understanding and on m
quacy purg : :

study, ! a1 the Company's practices and procedures, as described in the second

s pan; I ‘ -OnC
paragrapl © ~opt, were adequate at December 31,2013 to meet the SEC's objectives.

+~eactices and procedures (5ot accomplish the objectives referred to in the
by the SEC (o be adequate for its purposes in
L and related regulations, and that

I A

This e~ = ed solely for the infare i and vse of the Board of Directors,

mana; e “C, and FINRA, a7 ¢ v oo oty agencies that rely on Rule 17a-5(g)
under o © Bxchange Act of 197 1 the' epulation of registered brokers and dealers,
and is not inicndo o be and should not be vsed by anvone other than these specified parties.
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Elizabo o 0 g, CPA
Los suvoie mia
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