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Baker Tilly
Virchow Krause LLP

225 Sixth St Ste 2300

Minneapolis MN 55402-4661
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INDEPENDENT AUDITORS REPORT

Board of Governors and Member

KCPAG Brokerage LLC

Robinson Illinois

We have audited the accompanying statements of financial condition of KCPAG Brokerage LLC limited

liability company as of April 30 2010 and 2009 and the related statements of income members capital

and cash flows for the years then ended that you are filing pursuant to Rule 17a-5 under the Securities

Exchange Act of 1934 These financial statements are the responsibility of the Companys management

Our responsibility is to express an opinion on these financial statements based on our audits

We conducted our audits 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 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 audits provide

reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of KCPAG Brokerage LLC as of April 30 2010 and 2009 and the results of its

operations and its cash flows for the years then ended in conformity with accounting principles generally

accepted in the United States of America

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken

as whole The information contained in the schedule presented on page is presented for purposes of

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

information required by Rule 17a-5 under the Securities Exchange Act of 1934 Such information has

been subjected to the auditing procedures applied in the 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

\fc 0l LP
Minneapolis Minnesota

June 24 2010
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KCPAG BROKERAGE LLC

STATEMENTS OF FINANCIAL CONDITION

April 30 2010 and 2009

ASSETS

2010 2009

CASH AND CASH EQUIVALENTS 20100 20100

COMMISSIONS RECEIVABLE 9314 2244

TOTAL ASSETS 29414 22344

LIABILITIES AND MEMBERS CAPITAL

LIABILITIES

MEMBERS CAPITAL 29414 22344

TOTAL LIABILITIES AND MEMBERS CAPITAL 29414 22344

See accompanying notes to financial statements
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KCPAG BROKERAGE LLC

STATEMENTS OF INCOME
Years Ended April 30 2010 and 2009

2010 2009

REVENUES 326737 340691

OPERATING EXPENSES 85741 64178

NET INCOME 240996 276513

See accompanying notes to financial statements
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KCPAG BROKERAGE LLC

STATEMENTS OF MEMBERS CAPITAL

Years Ended April 30 2010 and 2009

BALANCE April 30 2008 37677

Distributions to member 291846

2009 net income 276513

BALANCE April 30 2009 22344

Distributions to member 233926

2010 net income 240996

BALANCE April 30 2010 29414

See accompanying notes to financial statements
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KCPAG BROKERAGE LLC

STATEMENTS OF CASH FLOWS
Years Ended April 30 2010 and 2009

2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES

Net income 240996 276513

Adjustments to reconcile net income to net cash flows from

operating activities

Changes in operating assets and liabilities

Commissions receivable 7070 15433
Net Cash Flows from Operating Activities 233926 291946

CASH FLOWS FROM FINANCING ACTIVITIES

Distributions to member 233926 291846
Net Cash Flows from Financing Activities 233926 291.846

Net Change in Cash and Cash Equivalents 100

CASH AND CASH EQUIVALENTS Beginning of Year 20100 20000

CASH AND CASH EQUIVALENTS END OF YEAR 20100 20100

See accompanying notes to financial statements
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KCPAG BROKERAGE LLC

NOTES TO FINANCIAL STATEMENTS

April 30 2010 and 2009

NOTE Summary of Significant Accounting Policies

Nature of Business

KCPAG Brokerage LLC the Company was organized as limited liability company in Illinois on May 17
2000 The Company became registered broker-dealer under the Securities Exchange Act of 1934 on

May 2001 and is member of the Financial Industry Regulatory Authority FINRA

The Company is wholly-owned subsidiary of Kemper Capital Management LLC Kemper

Cash and Cash Equivalents

The Company includes as cash equivalents certificates of deposit and all other investments with

maturities of three months or less when purchased which are readily convertible into known amounts of

cash

Commissions Receivable

Commissions receivable are unsecured and no allowance for doubtful accounts is considered necessary

by management at April 30 2010 and 2009

Revenue Recognition

Commission income is recorded on trade-date basis

Income Taxes

The Company is not taxpaying entity for federal and state income tax purposes The Companys taxable

income or loss is included on the members income tax returns Therefore no provision or liability for

federal or state income taxes has been included in the financial statements

On May 2009 the Company adopted new standard related to the accounting for uncertainty in income

taxes The measurement and disclosure principles of the new standard normally do not affect the financial

statements of an entity that is not subject to income tax As it relates to the Company additional income

taxes due to an adjustment to income or disallowed deductions generally would be imposed on the

member rather than the Company itself However there are certain exceptions where the Company would

bear the burden of an uncertain tax position The adoption of the new standard resulted in no effect to the

Companys financial statements

With few exceptions the Company is not subject to U.S federal state or local income tax examinations

by tax authorities for the years before 2006 The Company is not currently under examination by any

taxing jurisdiction In the event of any future tax assessments the Company has elected to record the

income taxes and any related interest and penalties as income tax expense on the Companys statements

of income
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KCPAG BROKERAGE LLC

NOTES TO FINANCIAL STATEMENTS

April 30 2010 and 2009

NOTE Summary of Significant Accounting Policies cont

Managements 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

NOTE Related Party Transactions

The Company has an affiliate agreement with Kemper to pay percentage of shared expenses Total

shared expenses incurred by the Company were $75864 and $55128 for the years ended

April 30 2010 and 2009 In addition the Company will pay the following expenses directly audit fees
bank charges and federal and state registration fees Kemper will pay all other fixed and variable

expenses for the Company

NOTE Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital 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 Net capital and the related net

capital ratio fluctuate on daily basis At April 30 2010 and 2009 the Company had net capital of

$29414 and $22344 which was $24414 and $17344 in excess of its required net capital of $5000 The
Companys net capital ratio was to at both April 30 2010 and 2009

No material differences exist between the net capital calculated above and the net capital computed and

reported in the Companys April 30 2010 FOCUS filing Per Rule 5c3-3 of the Securities and Exchange
Commission Uniform Net Capital Rule the Company is exempt under the k1 exemption

NOTE Subsequent Events

The Company did not have any subsequent events through June 24 2010 which is the date the financial

statements were available to be issued for events requiring recording and disclosure in the financial

statements for the year ended April 30 2010
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KCPAG BROKERAGE LLC

COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS UNDER
RULE 15C3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

As of April 30 2010

COMPUTATION OF NET CAPITAL

Total members capital 29414

Total non-allowable assets

Net capital before haircuts on securities positions 29414

Haircuts on securities positions

Net capital 29414

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities from statement of financial condition

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital requirement 5000

Excess net capital at 1500 percent 24414

Excess net capital at 1000 percent 29414

Ratio Aggregate indebtedness to net capital to

RECONCILIATION WITH COMPANYS COMPUTATION

Net capital as reported in Companys Part II

FOCUS report Form X-17a-5 unaudited as of April 30 2010 29414
Net audit adjustments

Net capital per above 29414
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BAKER TILLY

Baker Tilly Virchow Krause LLP

225 Sixth St Ste 2300

Minneapolis MN 55402-4661

tel 612 876 4500

fax 612 238 8900

bakertillycom

INDEPENDENT AUDITORS SUPPLEMENTARY REPORT
ON INTERNAL ACCOUNTING CONTROL

Board of Governors and Member
KCPAG Brokerage LLC

Robinson Illinois

In planning and performing our audit of the financial statements and supplemental schedule of KCPAG

Brokerage LLC the Company as of and for the year ended April 30 2010 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 such practices and procedures that we
considered relevant to the objectives stated in Rule 7a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 17a-3a1 and for determining

compliance with the exemptive provisions of Rule 15c3-3 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 quarterly securities examinations counts verifications and comparisons and 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

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 above-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 financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph
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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

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 not 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 Due to the small size of the Companys accounting department the Company has lack of

segregation of duties We consider this item to be material weakness as defined above

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 April 30 2010 to meet the SECs

objectives

This report is intended solely for the information and use of the Board of Directors management the SEC
and other regulatory agencies that rely on Rule 17a-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

Minneapolis Minnesota

June 24 2010
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