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. To the Board ofD1rcctors and’ Stockholders of Lo IR L CREPCE . S
- MarscolnvestmentCorporatron - I T

e

i e

i | a | INDEI.)'IL“,‘NDENT AUDITORS’ REPORT Y \
l “.

I ,

T We- have audlted the statcment of fmancral condrtlon of Marsco Investment Corporatlon -as’ of
' December 31, 2006 This financial statement is- the responsibility of the Company s management Our
. respons1b111ty is'to express an opmlon on these frnanmal statements based on our audlt T .j, -

l | |
[
»
I | |
I | l

‘

' Y - . e
¢ . e r

_ We conducted our: audit in accordancc w1th audmng standards generally accepted in the Umted States of
S America. Those standards’ require that we plan and perforrn the audit t0 obtain reasonable assurance.about . -
*, whether the financial ‘statemernits”are free of material- mrsstatement An audit mcIudes consrderanon ‘of
‘ mternal control over financial reportmg asa basm for desrgnmg audit procedure that are. appropnate in the
o '-.-_crrcumstances, ‘but not_for the purpose of expressmg an opinion on-the: effectiveness of the Company s _
-, intérnal.control over firancial reporting, accordingly we express no-such opinion. An audit also mcludes R
.-exammmg, on a test basis, evidence supporting'the amounts'and disclosures_ in- the financial statcments :
assessing the accounting pnncrples used and srgmﬁcant estimates made by management, as well as-

. evaluating the overall ﬁnancml statement presentatlon We' belreve that our audlt provrdes a reasonable .
basrsforouropmlon T T e e Co s e

'In our ‘opinion, the ﬁnancral statements referred to. above present falrly, 1n all materlal respects the
financial position of Marsco 'Investment: Corporatlon as .of .December 31, 2006 in conform1ty wrth
.accountmg prmcrples generally accepted in the Umted States of Amerrca '

BN

‘ .
Iselm NewJersey SR R Lo L
February23 20071‘ St L U T
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MARSCO INVESTNIENT CORPORATION

- . PO

S STATEMENT OF FINANCIAL CONDITION

TR ‘_'“' DECEMBER31 2006 R

Cash and cash equwalents ' P T $ 1799 174'
.+ Cash segregated under federal regulat:ons B TR IR © . 13,080,858
- Deposits with-clearing organizations - LT e e 210,000
. Receivables from customers . R LY 6,263,398.
Property and equipment at cost, less . . e L L R
- accurnulated depreciation of $11, 824 L LT 12,834

. ,Otherassets B : L VL S ST e

CE

Totalassets S 521,3?!!,112;

LIABILITIESANDSTOCKHOLDERS’ EQUITY

3,855 o

L1ab111t1es PR T

Payablesto JE T R

CQustomers’ i 0 ea. o R T e T 610,517,638, -

. Broker-dealer .. IR L e e T T ': 226, 445
Accrued expenses and other habilitie's'__ R S S L 121,293_ v
Total 11ab111t1es Cr . ) B | .19,_865',-376_ :
Stockholders equlty . e
; .Common stock, noparvalue 25008hares R R TR AT SRR
v authorlzed 1ssucdandoutstandmg R R L 24815
. Additional pald -in-capital - . cei oY e

LT T 695000

Retalned earnlngs T R N DY ._.__=_784 928 . -

Total stockholders equlty ' Lo T T -.:‘1,504,74_3_ A

Total l1abilitie's and. stockholders equ1ty | Lo - Lo ,'21;3‘ 119 .-

- .

-

o
T e

The accompanying notes are an integral part of thése financial statements.
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B a)- ‘.Cash and Cash Equlvalents o B iy . o .- e '-

: "Slinlmary.'ofSigniﬁcantAclcountingPol_ici_es o CooreE

Ty '_'Deprec1atron and Amortlzatlon T .' < S ] T

. N e . .. ‘r - . R o
. - . .o L .o ; . L

MARSCO INVESTMENT CORPORATION o e
NOTES TO STATEMENT OF FINANCIAL CONDITION

-~ . ‘ . b ’ ¥ - . . I -

S DECEMBER31 2006

Orgamzatlon and Nature of Busmess

Marsco Investment Corporatlon (the “Company ’).is-a broker-dealer- registered‘"'with the Securities

. . and. Exchange Commission "(“SEC”) and is'a member of the National Assocranon of Secu.rrtles L
- < Dealers, Inc. (“NASD”) and the Municipal ‘Securities Rulemakrng Board (“MSRBY). The Company
) -'is a self-clearing .broker-dealer and member- of, the" Deposuory Trust -and Clearing Corporanon L
- (“DTCC”).. The company’s prmcrpal busmess is 'that of a discount securities broker,. whereby 1t_.;
executes orders on behalf of its customers and provrdes ﬁnancmg for such transactlons

v . -y
- L ‘- - ¥

. 'The Cornpany consrders all hrghly quu1d mvestments purchased wrth a maturrty of three )
'months or less tobe Gash equwalents R o T SR &

‘ f'b), Sec’urities Transactions"«, N , P T S

- N ' . N L
! ’ ’ ' + Lo ' el

Customers securmes transact1ons and related 1ncome and expenses are recorded on‘a

: settlement date basrs adjusted for trade date if mater1al T Y ;
.,‘.C)- Collateral X - 'j'_' ._.I - .-\.' ;-. .-' S ;., a - {‘, . . - ] -' " l’

The Company contlnues 10 report assets it has pledged as collateral in secured borrowmgs and
X :other arrangements when the secured party cannot sell o1 repledge the assets o . .'

- v o W
- . 1

i .
‘. . . - -
R - - . B

e 'Property and equrpment are stated at cost Deprecratlon is computed prlmanly usmg the

_ strarght lme method over the estlmated useful lives of the related assets.

.
: - v
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R MARSCO INVESTMENT CORPORATION R
I Lol e NOTES TO STATEMENT OF FINANCIAL CONDITION
I RS DECEMBER 31, 2006 ! R et
I e 2 Summary of Srgmficant Accountmg POllCleS (Contmued) N SR S BT
.,. - . ‘ -‘ “ ) ’ C) ; rInCOInC.TaKCS ; , T ', " ) \ - P '_1 . ! E IR ‘ : K
.: " _‘-__'f!" -I“. ‘: - - ‘,, . .,*‘ o 1 "., T ‘ I.] Lo RAREAREN -'l‘.' e ’ “'-.l. "' - - "".- T )‘. “'
I' S : The Company Has: elected S corporanon status under Section 1362 of the Intemal Revenue
s - Code.. Corporate income? is ' therefore recognlzed by the stockholders and - taxed on, thetr

-

e . o Management uses- estlmates and assumpnons in preparmg f1nanc1a1 statements in: accordance _
IR ',:'w1th accountlng pr1ne1ples generally accepted in- the Umted States of - Amerlca Those -
T X -~ gstimates and assumptlons affect the reported amounts of assets and liabilities, the; dlsclosures
L of contmgent assets and 11ab1ht1es and related revenue and expenses Actua] results could vary
S from the estlmates that were assumed in preparmg the flna.ncml statements g e {

e St AT I . . e

R T mdmdual fedéral ‘income tax returns. Consequently no. prov1sron ‘has. been’. made’ in these o
I fLo T ';:',ftnanc1a1 statements The Company- also elected S corporation status in the. State f New: 't
L R ":-Jersey Provmon has been made for the Company s shar¢ of the State Corporanon Busmess

’ -“"a’. o f"‘-:';?-'—‘ Tax . (-- Lt T R -_:_"_- u_. sy e e e : .

I S I ',Use ofEstrmates ST e LR : ; X

¢
1

. . T -‘_. . . X . . -
-t . - 3 o . . —:f Lo oA M - o

[P . .".. FEEDE . - ‘. T . . ..' SRl IR . o - . DRI

T y Cash Segregated Under Federal Regulatlons LT ‘i-{ ::': i. S
! B B ‘ D Cash of $13 080 858 was Segregated for the exclusrve beneﬁt of customers at December 31 2006 "-‘
R under the prov1s1ons ofSEC Rule 15c3 3 LT . ;; TR PR , -'l E

- = SR .
‘i e L
t . . PR

e .. Property anquulpment Net 1::‘ SRR .-:5. BEg

Property and equ1pment consrst of the followmg

-
N s
. - EX i} CETE L

J
o ';‘ff‘. Furmture and equrpment "‘. i »,_"'_ L D J ”$ 24 658 s r ‘
T « Less Accumulated deprematron . PR (11,824) ) e , :
SR :'{__ ; ' R Y ;“ § 12,8;4 Sl s

AT e —t._."’.s- \ L e s . : Ty i

.- - 1 a . ‘{ !5 PRI

! 5" Depremahon expense for the year ended December 31 2006 was $9 396 o t,n',ﬂ - BN
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Frnancral Instruments wrth Credlt Rlsks and Other Off-Balance Sheet RlSk .

7. ..'-a . i} - . N Jb-. e, . e . ) -

VoL .’ . » i .
4 S 4

- ’In the normal course of busmess ‘the- Company executes as agent secur1t1es transactlons on'.behalf
_ " If either- the' customer’ or .a counterparty fails,to perforrn ‘the’ Company may be .
L - requlred to- d1scha.rge the obhgauons of the nonperformmg party In 'such’.circumstarices;- the' ¢

S Company may. sustam a loss rf the market value of the securlty 1s drfferent from the contract value of
thetra.nsactlon R T T L VR PR __‘“-

" of - 1ts customers

- ] P - - ..". EE TR [ A N l. o oe . . .

. HON T . : LEL T i RPN

B o ‘ r - - M - STl LA . . - - S
e (n . l N * o A . . h ¥

In thé- norrnal ‘coursé , of busmess the Company may pledge or dellver customer secuntles as
collateral inj support of various secured fmancrng souirces such ‘as bank loans and securltles loaned
- In the ‘event that_the' counterparty is unable to’ meet its contracted obhgatlon and return custOmer
securmes pledged as collateral, the- Company may be obhgated {o purchase the securrty in. order to -
- retuin it to the-owner.. In such circumstances, . the Company may. incur a- loss up to the’ amount by
Wthh the market Value of the security exceeds the value of the loan of other collateral recerved or in.
the possess1on and control of the Company A

- |

c4 TR

. M .
- 5 . . Lo .o
PRI - »

™ N r’ et

The Company has a natronwrde reta11 customer base The Company conducts busmess with brokers N

- ;3 and dealers, clearmg organlzatlons and- deposrtorles that are pr1mar11y located in the New.York : area S
:The majorlty of the- Company s transactions ‘and, consequently, the” concentratron oft its credlt‘

. exposures are w1th customers broker-dealers and other financial msutuuons in the Umted States
,"_:.These transactrons result in credit exposure in the dverit’ that the counterparty fails-to' fulf111 1ts .

'The Company momtors requtrecl margln and collateral levels dally and controls its rlsk exposure on v

' .,a darly basis through fmanc1al credit and legal reportmg systems,and, ~accord1ngly, belreves that it R

~has: effectrve procedures for evaluatmg and llmrtmg the credtt and market rtsks to whrch it is subject
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contractual obl1gat10ns The Company seeks to control its credtt rrsk through a varrety of reportmg

o .‘and control procedures mcludmg establlshlng crecht limit$ | based upon ‘a revrew of! athe '
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The Company has a credrt lrne of. $10 000 000 under a brokerage credxt agreement all of whrch was "
avallable at December 31,'2006. . Borrowmg under. the credrt line incurs-interest, payable monthly
Borrowmgs are due on demand and. secured by customer secuntres pledged by the company. Durmg
2006 the company had advances under the lme that were fully repard by December 31 2006 co f S
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The Company leases :ts off1ce facrlmes under an agreement that explres on May 31 2009 : The lease L

v !

mrmrnum lease payments are as follows S e T Lo
S e Year Ended SRR : ., RIS

! .-';_'-_'i:‘ 2007 I s 50, 596 S EEET.
o 2008 ST T D s {50,596 - ST

- Lo "‘-3'_ 2009 ot *-} BRI ‘ 21 080 """ ST |
S RIS Total mmlmum future rental payments 2 5122,‘-222' IR !
Net Capltal Requlrements o E T L j T ST _-;:f;';”_' v

N The Company 1s- sub]ect to- the Secuntles and Exchange Commrssmn Unrform Net Cap1tal Rule
(SEC Rule 15¢3-1).. Under the, alternate method permrtted by this’ rule ‘net caprtal as deﬁned r shall

i not be less’ than 2%, of aggregate ‘debit’ items arising from. customer transactlons At December 31

_' 2006 the Company has net cap1tal of $1,488, 024 ‘which was 81, 238 024 in- excess of 1ts requrred net ’_ :' ‘

. cap1ta1 of $250 000 The Company § ratro of net capltal to aggregate deblt balances was 24 04 to 1
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