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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 

To the Board of Directors of  

Kessler & Company Investments, Inc. 

 

Opinion on the Financial Statements 

 

We have audited the accompanying statement of financial condition of Kessler & Company 

Investments, Inc. (the “Company”) as of December 31, 2020, and the related notes (collectively 

referred to as the “financial statements”). In our opinion, the financial statements present fairly, 

in all material respects, the financial position of the Company as of December 31, 2020 in 

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

 

Basis for Opinion 

 

These financial statements are the responsibility of the Company’s management. Our 

responsibility is to express an opinion on the Company’s financial statements based on our audit. 

We are a public accounting firm registered with the Public Company Accounting Oversight 

Board (United States) (PCAOB) and are required to be independent with respect to the Company 

in accordance with the U.S. federal securities laws and the applicable rules and regulations of the 

Securities and Exchange Commission and the PCAOB. 

 

We conducted our audit in accordance with the standards of the PCAOB. Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free of material misstatement, whether due to error or fraud. Our audit 

included performing procedures to assess the risks of material misstatement of the financial 

statements, whether due to error or fraud, and performing procedures that respond to those risks. 

Such procedures included examining, on a test basis, evidence regarding the amounts and 

disclosures in the financial statements. Our audit also included evaluating the accounting 

principles used and significant estimates made by management, as well as evaluating the overall 

presentation of the financial statements. We believe that our audit provides a reasonable basis for 

our opinion.  

 

 
 

We have served as Kessler & Company Investments, Inc.’s auditor since 2019. 

 

Denver, Colorado 

January 26, 2021 

1

http://www.spicerjeffries.com/


KESSLER & COMPANY INVESTMENTS, INC.
(SEC I.D. 8-38572)

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2020

2020
ASSETS

CASH AND CASH EQUIVALENTS 349,357$          

DEPOSIT WITH CLEARING ORGANIZATION 102,109            

RECEIVABLE FROM CLEARING BROKERS 5,607                

PREPAID EXPENSES AND OTHER ASSETS 6,699                

DUE FROM AFFILIATE 275,990            

PROPERTY AND EQUIPEMENT - Net of accumulated
  depreciation of $184,435 5,306                

RIGHT OF USE LEASE ASSET 450,216            

TOTAL 1,195,284$      

LIABILITIES AND SHAREHOLDER'S EQUITY
 
  Accounts payable and accrued expenses 19,229$            
  Lease liability 459,615$          

TOTAL LIABILITIES: 478,844            

COMMITMENTS AND CONTINGENCIES (Note 5)

SHAREHOLDER'S EQUITY:
   Common stock, $0.01 par value - 100,000 shares authorized
     issued and outstanding 1,000                
   Additional paid-in capital 357,757            
   Retained earnings 357,683            

     Total shareholder's equity 716,440            

TOTAL 1,195,284$      

See notes to financial statements
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KESSLER & COMPANY INVESTMENTS, INC. 
(SEC I.D. No. 8-38572) 

NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2020   

1. ORGANIZATION AND NATURE OF BUSINESS 

Kessler & Company Investments, Inc. (the “Company”) a Colorado corporation, is a wholly owned 
subsidiary of The Kessler Companies, Inc. (the “Parent Company”). The Company was incorporated on 
July 22, 1986, as a broker-dealer of securities. The Company is registered under the Securities Exchange 
Act of 1934, is a member of the Financial Industry Regulatory Authority, Inc. (FINRA), and is a 
registered commodities introducing broker. 

The primary business purpose of the Company is to introduce customers to various clearing 
broker-dealers (“Clearing Brokers”) on a fully disclosed basis, in order to assist the customers in making 
investments in U.S. Government Treasury securities, futures, options and other high-quality sovereign 
debt securities. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Cash and Cash Equivalents — For purposes of the statement of cash flows, the Company considers all 
highly liquid instruments with maturities of three months or less at time of purchase to be cash 
equivalents. Cash equivalents are stated at cost, which approximates market. 

Property and Equipment — Property and equipment are recorded at cost, and depreciation expense is 
provided over the assets’ estimated useful lives on the straight-line method.  The major classes of property 
and equipment as of December 31, 2020, are summarized as follows: 

 Office Furniture and Fixtures    $   125,126  
 Computers and Other Equipment             1,472  
 Computer Software           63,143  
        189,741  
 Accumulated Depreciation       (184,435) 
 Total property and equipment - net    $      5,306  

 

Security Transactions — Security transactions and related commission revenue and expenses are 
accrued as of the transaction or trade date. Commission revenue consists primarily of commissions 
received from Clearing Brokers in connection with transactions arranged for the benefit of introduced 
customers. 

Income Taxes — The Company, with the consent of its ultimate shareholder, has elected to be an 
“S” corporation under the Internal Revenue Code. Instead of paying corporate income taxes, the ultimate 
shareholder of an “S” corporation is taxed individually on the Company’s taxable income. Therefore, no 
provision or liability for federal or state income taxes has been recognized in these financial statements. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Use of Estimates — The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and 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. 

Leases – The Company adopted the new guidance for leases prospectively effective January 1, 2019. The 
new guidance requires that the Company determine if an arrangement is a lease at inception of the 
transaction. Operating lease assets are included in right-of-use (“ROU”) assets while the corresponding 
lease liabilities are included in operating lease liabilities in the statement of financial condition. Finance 
leases are included in property and equipment while the related liabilities are included in loans payable in 
the statement of financial condition. 

A ROU asset represents the Company’s right to use an underlying asset for the lease term while the 
related operating lease liability represents the obligations to make future lease payments arising from the 
lease. A ROU asset and related operating lease liability are recognized at lease commencement date, based 
on the present value of lease payments over the lease term. The Company does not borrow funds and does 
not have a determinable incremental borrowing rate. The incremental borrowing rate used is the Treasury 
Bill Rate approximating the term of the operating lease. 

The ROU asset also includes any lease payments made and excludes lease incentives. The lease term may 
include options to extend or terminate the lease when it is reasonably certain that the Company exercise 
that option. The lease expense for a ROU asset is recognized on a straight-line basis over the lease term. 

There are several elections the Company may choose to utilize, simplifying the adoption process. They 
are; the practical expedients, the hindsight expedient, combining lease and non-lease components and 
utilizing the short-term lease option. 

The package of practical expedient has three components. The Company has specific elections it may 
utilize; (i) not to reassess historical lease classification, (ii) not to recognize short-term leases on the 
statement of financial position and (iii) not to separate lease and non-lease components. The practical 
expedient is an all or nothing election; the Company elected to use the package of practical expedients. 

The Company may elect the hindsight practical expedient to; (i) reassess the likelihood that a lease 
renewal, termination or purchase option will be exercised and (ii) reassess the impairment of ROU assets. 
The Company elected to use the hindsight practical expedient. 

The Company may elect to include both lease and non-lease components of a lease as a single component, 
by asset class, and account for both components as part of the lease payment. This election relieves the 
Company from the obligation to perform a pricing allocation. The Company elected to include both the 
lease and non-lease components as a single component. 

The Company has an operating lease for office space. The leases has remaining terms ranging from one 
year to four years and do not contain options to either extend or terminate the leases. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Leases -  

The components of lease expense for the year ended December 31, 2020 were as follows: 

 Operating lease costs: 

     Amortization of right-of-use assets   $186,736 

     Interest on operating lease liabilities   $13,979 

  

Total operating lease costs    $200,715 

 

Supplemental statement of financial condition at December 31, 2020, relating to leases were as follows: 

 Operating Leases: 

    Right-of-use assets     $824,751 

    Accumulated amortization    $(374,535)  

    Right-of-use, net     $450,216 

 

Maturities of lease liabilities at December 31, 2020, were as follows: 

 Year       Operating Leases 

 2021       $198,000  

 2022       $198,000 

 2023       $82,500 

Total lease payments     $478,500 

Less imputed interest     $(18,885) 

        $459,615 
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3. REVENUE RECOGNITION 

In May 2014, the FASB issued ASU No. 2014-09, “Revenue from Contracts with Customers (Topic 
606).”  This ASU, as amended, provides comprehensive guidance on the recognition of revenue from 
customers arising from the transfer of goods and services, guidance on accounting for certain contract 
costs, and new disclosures.  The Company adopted this ASU in January 2018 using a modified 
retrospective approach.  The ASU did not have a material impact on its financial condition, results of 
operations or cash flows. 

Brokerage commissions.  The Company buys and sells securities on behalf of its customers.  Each time a 
customer enters into a buy or sell transaction, the Company charges a commission.  Commissions and 
related clearing expenses are recorded on the trade date (the date that the Company fills the trade order by 
finding and contracting with a counterparty and confirms the trade with the customer).  The Company 
believes that the performance obligation is satisfied on the trade date because that is when the underlying 
financial instrument or purchaser is identified, the pricing is agreed upon and risks and rewards of 
ownership have been transferred to/from the customer. 

4. RELATED-PARTY TRANSACTIONS 

The Company has advanced funds to its shareholder.  This advance is unsecured, does not bear interest 
and has no scheduled due date.  The balance due from the shareholder at December 31, 2020 is $275,990. 

The Company leases its office space from a related entity under leases with annual renewals. Rental 
expense for office space for the year ended December 31, 2020 totaled $200,715. 

The Company provides services to KIA under a services agreement whereby the Company is 
compensated for overhead costs from KIA at an average rate of $12,667 per month. For the year ended 
December 31, 2020, the total overhead costs reimbursed by KIA was $152,000. 

During the year ended December 31, 2020, the Company generated $39,186 in commission revenue from 
transactions with related parties. 

5. COMMITMENTS AND CONTINGENCIES 

The Company utilizes unaffiliated brokerage firms to provide securities clearing services. As part of these 
arrangements, the Company acts as an “introducing broker” and the unaffiliated brokerage firms act as 
Clearing Brokers. The clearing agreements require the Company to maintain minimum levels of net 
capital as required by the Securities and Exchange Commission (SEC).  As a result of the securities 
clearing services, the Company has receivables from its Clearing Brokers. Generally, the receivables are 
collected upon settlement of the related securities and futures transactions, which is usually three days 
subsequent to the securities transaction trade date and forty-five days subsequent to the futures transaction 
trade date.   

Pursuant to its agreements with its Clearing Brokers, the Company is liable for amounts uncollected from 
customers introduced by the Company. The Company mitigates its exposure by dealing with introduced 
customers that are generally institutions, trusts and high net worth individuals. 
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6. NET CAPITAL 

The Company is subject to the SEC Uniform Net Capital Rule (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 1. Rule 15c3-1 also provides that equity capital may not be withdrawn 
or cash dividends paid if the resulting net capital ratio would exceed 10 to 1. The Company is also subject 
to the Commodity Futures Trading Commission’s (CFTC) minimum financial requirements 
(Regulation 1.17). At December 31, 2020, the Company had net capital of $422,638, of which $377,638 
was in excess of its required net capital of $45,000. The Company’s net capital ratio was 0.07 to 1.  

7. EMPLOYEE BENEFIT PLANS 

Defined Contribution Plan — The Company has a defined contribution money purchase plan covering all 
eligible employees. Annual required contributions by the Company to the plan are 5.7% of eligible 
compensation, as defined by the plan, not to exceed the maximum amount allowable under the applicable 
provisions of the Internal Revenue Code. Total expense for 2020 was $16,829. 

Simplified Employee Contribution Plan — The Company sponsors a simplified employee contribution 
plan covering all eligible employees. Under the terms of the plan an eligible employee may set aside 
amounts from his or her pay, as retirement savings contributions, up to the maximum amounts allowable 
under the applicable provisions of the Internal Revenue Code. Company contributions to the plan are 
discretionary. During the year ended December 31, 2020, the Company made no contribution to the plan. 

8. CREDIT RISK 

As a securities broker and dealer, the Company is engaged in various securities and brokerage activities 
servicing a diverse group of institutional and individual investors. The Company’s transactions are 
collateralized and are executed with and on behalf of customers. The Company’s exposure to credit risk 
associated with nonperformance of these customers in fulfilling their contractual obligations pursuant to 
securities transactions can be directly impacted by volatile trading markets which may impair the customers’ 
ability to satisfy their obligations and/or impair the value of the collateral. 

9. SUBSEQUENT EVENTS 

The Company has evaluated whether any events or transactions occurred subsequent to December 31, 2020, 
through January 26, 2021, the date the accompanying financial statements were issued, and determined that 
there were no events or transactions that would require recognition or disclosure in the Company’s financial 
statements. 

* * * * * *  
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 

 

 

To the Board of Directors of 

Kessler & Company Investments, Inc. 

 

We have reviewed management's statements, included in the accompanying management 

statement regarding compliance with Rule 15c3-3 exemption report, in which (1) Kessler & 

Company Investments, Inc. (the “Company”) identified the following provisions of 17 C.F.R. 

§15c3-3(k) under which the Company claimed an exemption from 17 C.F.R. §240.15c3-3(k)(2)(ii) 

(the “exemption provisions") and (2) the Company stated that the Company met the identified 

exemption provisions throughout the most recent fiscal year without exception. The Company’s 

management is responsible for compliance with the exemption provisions and its statements. 

 

Our review was conducted in accordance with the standards of the Public Company Accounting 

Oversight Board (United States) and, accordingly, included inquiries and other required 

procedures to obtain evidence about the Company’s compliance with the exemption provisions. A 

review is substantially less in scope than an examination, the objective of which is the expression 

of an opinion on management's statements. Accordingly, we do not express such an opinion. 

 

Based on our review, we are not aware of any material modifications that should be made to 

management's statements referred to above for them to be fairly stated, in all material respects, 

based on the provisions set forth in paragraphs (k)(2)(ii) of Rule 15c3-3 under the Securities 

Exchange Act of 1934. 

 

 
Denver, Colorado 

January 26, 2021 
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