_

ygoouneron - W §

\\\1 8£ é"y (Read instructions before preparing Form) B i
|

This report is being filed pursuant to Chpé\xy( Eable Block(s)): o
1) Rule 17a-5(a) - [ x]18] 1 2Rule17a-50) | |17 3)Rue 17231 | [18]
4) Special request by designated exgmining authority Ba 5) Other . ‘
I I ' !
I ; T i
NAME OF BROKER-DEALER _ SEC FILE NO |
M.E.B. Options, Inc. ,' 13 | 853315 ]
i 1
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do not use P.O. Box No.) FIRM ID NO
14444 Qak Trail : [20] 364439943 [15]

{No. ang Street} S 1
! ' FOR PERIOD BEGINNING (MMW/OD/YY) '

Homer Glen A [21 22 | 60491 [237] 111'f2005 | [24]
City) - ~(Zip Cod !
(City) ) | (State} (Zip Code) AND ENDING (MMJDDIYY) |

' 1213172006 . [25]

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT (Afea Code)-—Telephone No. *
David Koehler l, (30 ] 312-260-5542 3

! i ' \
| .
NAME(S) OF SUBSIDIARIES OR AFFILIATES, CONSOLIOATED IN THIS REPORT: ' OFFICIAL USE I

! i t @ |

. . : |
: DQES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNT? ves{_ |40 | . no

CHECK HERE IF RESPONDENT IS FILING AN AUDIT REPORT?,

EXECUTION:

The registrant/broker or dealer submitting this form and its attachments and the person(s) by whorq itis
expcuted represent hereby that all information contained therein is true, correct and complete. It is
understood that all required items, statements, and schedules are considered integral parts of this Form
and that the submission of any amendment represents that all unamended items, statements and *
scl*\edules remain true, correct and compiete as previously submmed |

Dated the day bf ‘F zggwm)' 203__2 '

| | MM///// L SRECOVT

Principal Execufive Officaz#Managing Partner !
2) . :
Principal Financial Officer or Partner L ' |
= , 3) ' '
) Principal Oberalions Officer or Partner ;

: f

Attention - Intentional misstatements or omissions of facts constitute
Federal Crimina! Violations. (See 18 U.S.C. 1001 and 15 U.5.C. 78:f{a))

| PROCESSED

; ; ' b fMARzlzmﬂ ,
: ‘ moMS -

! - F\NANN' ' :

! \ } \jj/
' . ' .
, .




-~

s m’

M.E.B. OPTIONS, INC.

' PINANCIAL STATEMENTS

DECEMBER 31, 2006

g

i

Reifier-Sharps - Schuetz -:le.

Confmpa PUDIC ACCOUNONH

+

[




B

. M.E.B. OPTIONS, INC.

FINANCIAl, STATEMENTS

’ . TABLE OF CONTENTS

Accountants' Report

]
1

+

Pacing Page

i . .
Statemeﬁt of Financial Condition
il
Computation of Net Capital

Computation of Basic Net Capital Requirements

Statement of Net Income ({(Loss)

5 '
Statement of Changes in Owners Equity

Exemptive Provision Under Rule 15c3-3
i i

Exchange Supplementary Information
. I ‘
Statement of Cash |Plows

Notes Eb Financial Statements

Accounqs Report on Internal Control

Page

10 -

13 -

15 -

11

14°

16’

€

Reiflar- Sharps - Schuetz - Lid.
Cerfad Pubic AcCountonts




H-

Reifler- Sharps -Schuetz -Ltd.

I|Cerﬁfied Public Accountants

t

i
| .
To the Qoard of Directors

M.E.B. Options, Inc. '
440 S. LaSalle. Street Suite 959
Chicago,, IL. 60605

We havelaud1ted the accompanying consolidated statement]of financial condition
of M.E.B. Options, Inc. (the Company) as of December 31;, 2006, and the related
consolldated statements of income, changes in shareholders' equity, changes in
liabilities subordinated te claims of general creditors, and cash flowa for the
year 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
Company's management. Our responsibility is to expressian opinion on these
flnanclal statements based on our audit.

We condécted our audit in accordance with auditing standards generally accepted
in the Qnited'Statés of America. Those standards require that we plan and
perform|{.the audit to obtain reasonable assurance about whether the financial
statemerits are free of material misstatement. An audit' includes examining, on
a test ?asis, ‘evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used
and slgnlficant estimates made by management, as well a? evaluating the overall
flnanC1§1 statement presentation. We believe that our audit provides a
reasonable bagis for our opinion. i

}
In our Bpxnzon, the financial statements referred to abbve present fairlyﬁ in
all matgrlal reapects, the financial position of M.E. BI Options, Inc. as of
Decembeg 11, 2006, and the results of their operations 'and their cash flows for
the year then ended in conformity with accounting prxnc1plas generally accepted
in the Unlted States of America.
Our examination also included the statement of the comgutation of minimum
capxtalhrequxrements as of December 31, 2006 pursuant éo Section 1.17 of the
regulations under the Commodity Exchange Act. In our opinion, this statement
when consxdered in relation to the basic financial statements presents fairly

the lnformatlon shown in it.
; .

RE;ELER SH.ARP; SCHUE Tz.é

February 26, 2007
" !
20 North wacker Drive, Suite 4010. Chicago. llinois $0606
| i Phone (312} 876-0100 Fax (312} 876-1351
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FINANCIAL AND OPERATIONAL COMBINED UNIFOCRM SINGLE REPORT
PART [tA

BROKER OR DEALER:

M.E.B. Options, Inc.

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
1

1. Cash b
. Receivables from brokers or dealers:

A. Clearance account

B. Other N

owned, at market value:
. Exempted securi'ties
. Debt securities |
. Options ]
. Other secunhesI
. Spot commodmes

mooo»

not readily marketabl_e.
A. Atcost $0(130]

. B. Atestimated fair value
. Securities borrowed under subordination agree-

. Receivables from non-customers
. Securities and spot commeodities

. Securities andfor other investments

] .
ments and panners’individual and capital
securities accounts, al market value:

A. Exempted :
securities $0 [150]

B. Other |
securities L[IBO]

. Secured demand notes:

-
market value of c?llateral:

A. Exempted
securities 5_[170]
B. Other :
securities ;_[180]

. Memberships in exchanges:

A. Owned, at .
market $0[190]
B. Owned, at cost |

C. Contributed for use of the cbmpany.

]
at market value l,

Investment in and recewables from affiliates,
subsidiaries and assocnated partnerships

10. Property, furniture, equ:pmenl, leasehold

improvements and rights under lease aggre-
ments, at cost-net of accumulated deprecia-

tion and amortization

11. Other assets

12,

TOTAL ASSETS

"* - Fill in memberships owned at cost,

As' of (MMDDYY) 12/31/2006
SEC FILE NO. 8-53315 98
X Consolidated 198
' Unconsolidated] X || 199 |
ASSETS ,
Allowable Non-Allowable Total
497,592 | 200 ’ $ 497,592
25425 [ 295 i
o [ 300 ' 875 | 550 26,300 | s10
268,543 | 358 369,112 | s00 637655 | 830
0 418
0 419
0| 420
0 | 424
0 | 430 o [ 8s0
{
0 440 f 4] 610 o] 860
|
0 | 460 : o | 530 0 | sso
:
|
o | 470 -0 | 840 | 0 | as0
i
i
1
- ¢+ o [eso
1
"0 | se0 0 | 900
o [ 480 50,510 [ &70 50,510
i
o | 490 o [ eso 0 [ 920
0 535 | 0 735 0 930
791,560 [ 540 | $ 420,497 [7a0 | s 1,212,057 [ 940




PART lIA

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEAL:ER: .M.E.B. Options, Inc.

as of: December 31, 2006

13.
14.

15.
16.

17.

18.

19.

20.

21,
22.
23.

24,
25.

!
0"

I _ STATEMENT OF FINANCIAL CONDITION
l' LIABILITIES AND OWNERSHIP EQUITY

"
b

il . Ad Non-Al.

Liabilities Liabilities * Liabilities * . Total
Bank loans payable !l ‘ 5 0 ,WI $ I 0 [1255]| § 0 Flm
Payable to brokers or dealers: - :
A. Clearence account j 01114 0 ]1315 0 | 1560
B. Other I . 0 | 1115 ;0 [ 1308 0 | 1540
Payabie to non customers: 0 | 1155 | .0 ]13ss| o [ 1610 |

Securities sold not yth purchased
at market value.‘- )
Accounts payable, al‘qcrued liabilities,

I 1360 I 0 | 1620|

expenses ang other 53,255 | 1205 ] 0 | 1385 | 53,255 I 1685 |
Notes and mortgage'é payable: :
A. Unsecured 0 [ 1210 | 0 | 1590
B. Secured : : 0 | 1211 0 [1390] 0 | 1700
Liabilities subordinatled to claims ’
of general creditors: !
A. Cash borrowings © 0 [haoo] 0 [1710]
1. from outsiders $Q [970]
2. Includes equity subordination(15¢3-1{d))
of $0[980] ,
B. Securities borrq{.vings. at market value 0 | 1410 | 0 | 1720 '
from outsiders $0 [990)
C. Pursuant to secf.!ired demand note
collateral agreements 0 | 1420 | 0 | 1730]
1. from outsidelrs $0 [1000)]
2. Includes equ.ljity subordination(15¢3-1(d)) ‘
of $0[1010]
D. Exchange men'{berships contributed for
use of companyt at market value ' 0 I 1430 | S0 I 1740 |
E. Accounts and other borrowings not ‘
not qualified for net capital purposes 0 | 1220 i 0 | 1440 | 0 | 1750 |
TOTAL: LIABILITIES $ 53,255 | 1230 ] § 0 I 1450 | 8 53,255 | 1760 |
Owhershig Equity '
Sole proprietorship : f $ 0 |1770
Partnership (limited|partners) |, $ o [1oz0 0 | 1780
Corporation: ' !
A. Preferred stock! 0 [1791] .
B. Common stock’ ‘ 205,000 | 1792
C. Additional paidl-lin capital - } 1,000 | 1793
D. Retained eamings ! 952,802 | 1794
E. Total - b ? 1,158,802 | 1795
F. Less capilalsti:)pk in treasury 0 17881 -
TOTAIi OWNERSHIP EQUITY $ 1,158,802 | 1800

ToTAL

T

LIABILITIES AND OQWNERSHIP EQUITY

1
I
i
!
|

$ 1,212,057

| 1810 I




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

| ' PART 1A
K
BROKER OR DEALER: M.E.B. Options, Inc. as of: December 31, 2006 .
T ‘ i
;; : COMPUTATION OF NET CAPITAL "
! :
1. Total ownership equity from Statement of Financial Condition : $ 1,158,802 | 3480
| :
2. Deduct ownership eqmty not ailowable for net capital ] 0 | 3480
|
3. Total ownership equuty qualified for Net capltal 1 1,158,802 | 3500
! 4
4. Add: i ‘
A. Liabilities subordinated to clflims of general creditors allowable in computation in net capital i 0 | 3520
B. Other (deductions) or allowable credits {List) | 0 | 3525
4 1 . i .
5. Total capital and allovr{able subordinated liabilities | 1,158,802 | 3530
11 ! b
6. Deductions and/or charges: ‘ 1
A. Total non-allowable assets from Statement of Financial ;
Condition [Noles BandCJ | : $ 420,497 [ 3540
B. Secured demand note defi mency | 0] ase0
C. Commodity fulures contracts and spot commodities }
. proprietary capltal charges | | 0 | 3600
0. Other deductnonsiandior charges . 0 | 3810 (420,497) | 3620 |
1) . "
7. Other additions andloi(' allowable credits (List) . i 0 [ 3830
% i |
8. Net Capital before haircuts on securities positions | 738,305 | 3840
9. Haircuts on securities’f (computed, where applicable, pursuant to 15¢3-1(f: ;
"A. Contractual secu.;n;'ities commitments . 5 ‘ 0 | 3660
B. Subordinated seﬁurities borrowings ! 0 | 3670
C. Trading and inve|§tmem securities: |
1. Exempted securities | 0 | 3735
2. Debt securities [0 | 3733
3. Options K : 0 | 3730
4. Other securities i 0 | 3734
D. Undue concentration ) ! 0 | 3650
E. Other (list)- : _' : | o |a3rs 0 [3r40
10. Net Capital y s 738,305 [ 3750

.
o




) FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
; PART llA

BROKER OR DEALFR: M.E.B. Options, Inc. as of: December 31, 2006

i
o

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A f:
11. Minimum net capital n'equired {6-2/3% of line 19) s 31,550 | 3756
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum

net capital requirem%’nl of subsidiaries computed in accordance with Note (A) $ 100,000 [ 3758
13. Net capita! requnrement (grealerlof ling 11 or 12) $ 100,000 | 3760
14. -Excess net capital (Ime 10 less 13) $ 638,305 | 3770
15. Excess net capital at,1000% (lme 10 less 10% of line 19) $ 732,980 | 3780
i COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total Al liabilities from Statement of Financiat Condition - $ 53,255 | 3790 |
17. Add: _ ;
A. Dratts for immediate credit . $ 0 [ 3800 |
B. Market value of securilies borrowed for which no equivatent
value is paid or credited $ 0 | 3810
C. Other unrecorde:c! amounts (List) $ 0 | 3820 % 0 | 3830
19. Total aggregate indebtedness . $ - 53,255 | 3840
20. Percentage of aggregate indebtedness to net capital (line 19 divided by line 10} % 7.21 | 3850
21. Percentage of debt tt':p debt-equity total computed in accordance with rule 15¢3-1 (d} % ’ 0.00 | 3860
COMPUTATION OF ALTERNATIVE NET CAPITAL REQUIREMENT
1 i
:, 1
Part 8 | ,
!
22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to
Rule 15¢3-3 preparéd as of the date of the net capital computation including both brokers or
dealers and consolui:!ated subsidiaries' debits $ 0 I _3870 |
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital !
requirement of substdlanes computed in accordance with Note {A) , . $ 0 | 3880 |
24, Net capital requurement (greater of line 22 or 23) ) $ 0 | 3760
25. Excess net capital (I:ne 10 less Ime 24) $ 0 [ 3910
26. Net capital in excess of the greater of:
A. 5% of combined ftggregale debit items or 120% of minimum Net Capital Requirement $ 0 I 3920 |
NOTES: '

(A) The minimum net cébital requirement should be computed by adding the minimum dollar net capital requirement
of the reporting broker dealer ahd for each subsidiary to be consolidated, the greater of.
. Minimum dollar net capital reqmrement or
2. 6-2/3% of aggregate indebtedness or 2% of aggregate debits if alternative method is used.
(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination
agreements not in satisfactory form and the market values of memberships in exchanges contributed for use of company
{contra to item 1740) and partners securities which were included in non-allowable assets.

{C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provlde a list of material non-allowable assets.




. PART II-FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
; y PART HA
BROKER OR DEALER: M.E.B. Options, Inc,
B m - -
n By For the period from 01/0172006 [3932]to  12/3172006 {3933
' Number of months ifcluded in this statement 12 3931
l l STATEMENT OF INCOME (LOSS)

REVENUE ;

[}
1
1. Commissions h!

3935
3938
3928
3g40

a. Commissions on transactions in exchange listed equity securities executed on an exchange $
‘b. Commissions on listed option transactions
c. All other securities commissions
d. Total securities f:ommissions
2. Gains or losses on firm securities trading accounts
a. From market mq‘king in options on a national securities exchange (11,250) | 3945 |
b. From all other trading ; 0 |3949
c. Total gain (Ioss)l-‘ : (11,250} | 3950
. Gains or losses on firm securities investment accounts "0 | 3952
. Profit or {loss) from ﬁnderwriting and selling groups ) 0 | 3955
. Revenue from sale of inveslmer:ﬂ company shares 0 |as70
Commodities revenqé 0 | 3990
. Fees for account supervision, investment advisory and administrative services 3,251,696 | 3975
. Other revenue :. ‘ . 0 {3995
. Total revenue ’ . . $ 3,240,448 | 4030

1
|

oclojlo|o

W W ~NmWma W

EXPENSES lj

10. Salaries and other é{nployment costs for general partners, and voting stockholder officers $ 530,504 | 4120
11. Other employee compensation and benefits : 924,415 | 4115
12. Commissions paid to other bro_ker—deaters 380,825 | 4140
13. Interest expense i; 292 { 4075

a. Includes interest on accbuﬁls subject to subordination agreements 0 ] 4070 |
14. Regulatory fees and expenses 363,081 | /195
15. Other expenses i: 773,325 | 4100
16. Total expenses . ‘ : $ 2,972,442 | 4200

NET INCOME ?

E

18. Provision for Federal income taxes (for parent only) 0 [ 4220

19. Equity in eamings (losses) of unconsolidated subsidiaries not included abave 515 | 4222 ]
a. After Federal income taxes of 0 [ 4238 '

. K

20. Extraordinary gains (losses) : 0 l 4224 I
a. ARer Federal income taxes of 0 {4239 |

21. Cumulative effect of changes in accounting principles 0 | 4225 | ‘

22. Netincome (loss) after Federal income taxes and extraordinary items $ 268,519 | 4230 ]

. i{

i
MONTHLY INCOME ! ' .
23. Income (current mc:)!nth only} before provision for Federal income taxes and extraordinary items $ , 0 | 4211 |

+

' 17. Income (loss) befor;q Federal income taxes and items below (ltem 9 less item 16) $ 268,004 | 4210 |




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
Part llA

BROKER OR DEALER: - M.E.B. Options, Inc.

: For the period from 1/ 112006 to 12/31/2006

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning o:f period $ 1,037,775 {aza0
A. Netincome (Iossl) 268,519 | 4250
B. Additions (Includes non-conforming capitat of $ 0 ’ 4262 | .0 |az0
C. Deductions {Includes non-conforming capital of $ (147,492} | 4272 ] (147,492) | 4270 |

2. Balance, end of period (From item 1800 _ $ 1,158,802 [42%0

alan p s (Fr ) -

o l STATEMENT OF CHANGES [N LIABILITIES SUBORDINATED
] ' TO CLAIMS OF GENERAL CREDITORS

3. Balance, beginning of period $ 0 | 4300
A. Increases lJ 0 [4310
B. Decreases o 0 | 4320

4. Balance, end of period (From item 3520) ' $ 0 | 4330

Ik
I




3 FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
N PART IIA

BROKER OR DEALER: M.E B. Options, Inc. : as of: December 31, 2006

i ' " Exemptive Provision Under Rule 15¢3-3
25. |dentify below the set':;tion upon whic;h an exemption from Rule 15¢3-3 is claimed:
“A. (k) (1)-$2.500 é:épital category as per Rule 15¢3-1 .0 | 4550
B. (k) (2)(A)- "Spe«:'ial Account for the exclusive Benefit of ‘ 0 | 4560 |
. customers™ maintained
C. (k) (2)(B)-Al cd'stomer transactions cleared through another broker-dealer on 3 fully disclosed basis

I
-Name of clearing firm ' I 4335 I 0 | 4570
D. (k) (3)- Exempteld by order of the Commission 0 | 4580
] . )
Ownershfp Equity and Subordinate Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, {as defined below), which have not been deducted in the computation of Net Capital
i; '
Type of Proposed ,
withdrawal or | Amount to be With- (MMDDYY) Expect
Accrual . ' Insider or  drawn (cash amount  Withdrawal or . 1o
See below for " . Outsider? and/or Net Capital Maturity Renew
code to enter It Name of Lender or Contributor {In or Qut) Value of Securities) Date {yes or no)

i
i

| |

*To agree with the total on Recap (Item No. 4880)

Ee)

Instructions: Detail listing must include the total of items maturing during the six month period following the report data, regardless
of whelper or not the capital contribution is expected to be renewed. The schedule must also include proposed capital
wilhdraiﬁals scheduled within the six month period following the report date including the proposed redemption of stock
and pé'yrnents of liabilities secured by fixed assets {which are considered allowable assets in the capital computation
pursuar:ﬂ to Rule 15c3—1(c)(2)(iv). which could be required by the lender on demand or in less than six months

WITHDRAWAL CODE: ' DESCRIPTIONS

1. | Equity Capital

2 Subordinated Liabilities
3. - Accruals

4 1" 15¢3-1(c)(2){iv) Liabilities




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

r : .
| BROKER QR DEALER: M.E.B. Options, Inc, as of: 12/31/2006

EXCHANGE SUPPLEMENTARY INFORMATION

) ‘
1. Capital to be withdrawn within 6 months 8OO0

Subordinated Debt maturing within 6 months 8010

Subordinated Debt due to mature within 6 months that you plan to renew 8020

8030

Amount of Noncustgi’ner Risk Maintenance Margin Requirement . ) 8040

Q |C |Oo |0 (o o

2
3
4.  Amount of Customé( Risk Maintenance Margin Requirement
5
6

[~:]

EEEIEE

04

Additional capital reﬁuirement for excess margin on Reverse Repurchase Agreements
i :

i ' ’
If Adjusted Net Capital is less than $2,000,000 please complete the following:

7.  Number of Assoclat:ed Persons . 0 | 8100 |

"8. Number of Branch Offices - o [e1o]

9.  Number of Guaranteed lnlroducingi 8rokers 0 | 8120 I
| 14

10. Number of Guaranteed Introducing Broker Branch Offices 0 | 8130 |

General Comments:

1+




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

Part llA

BROKER OR DEALER:

~ M.E.B. Options, tnc.

as of: December 31 2006

-STATEMENT DETAILS




i M.E.B. OPTIONS, INC.
- CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006

[
i

Cash flﬁwa from operating activities:
Neﬁ income (losa) ' - $268,519
Adjustments to reconcile net income (loss)
to net cash '‘provided by (used in) operating
activﬁties:' '
Decrease - {increase} in operating asseta:

Bquity trading account 5,107
Accounts receivable (101,551}
Increase (decrease) in operating
liabilities: , .
EAccounts payable 24,432
]
T%tal adjustments ‘ (72,012)

NNet cash provided by (used in)operating
| activities 196,507
| | '
Cash flows from investing activities:
Diviqgnda paid (147,492)

! :
Net cash provided by (used in} financiaing
activities: (147,492)

Net increase (decrease) in cash and cash

equivlents 49,015
I '

Cash and cash equivalents at beginning of period 448,577
A

Cash aﬁd cash equivalents at end of period $497,592

'

Supplemental disclosures of cash flow information:

Cash paid during the year for:
1 '¢ '

;‘ Intereast expense S 0
.r. Income taxes $ 1]

!
Disclosure of' accounting policy:

it
For purposes of the statement of cash flows, the Company conaiders cash
eq%ivalents to include time deposits, certificates of deposit, and all
highly liquid debt instruments with original maturities of three months or
IE?B. :

| '

Reifler- Sharps - Schuetz - Ltd.

Cortiipd PUDEC ACCOUNtONt
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M.E.B. OPTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2006

NOTE 11- sumMARY OF SIGNIFICANT ACCOUNTING POLICIES:

A.

NOTE 2:. -

NATURE OF BUSINESS - M.E.B. Options, Inc. (the "Company®") is registered
with the Chicagoc Board Options Exchange (CBOE) as a Broker Dealer and a
member of the Option Exchange. The Company conducts business which includes,

but. is not limited to, soliciting or accepting orders for the
purchase or sale of any option for future delivery on or subject to
the rules of any contract market.

PROPERTY AND EQUIPMENT - For both financial reporting and income
tax purposes, assets acquired after 1986 are depreciated using the
M.A.C.R.S.METHOD. It is management's opinion that the economic life
of the fixed assets additions approximates the life used under
M.A.C.R.S. '

INCOME RECOGNITION - Commissions earned on option transactions and
related commission expense are recorded on the date of the "per
contract®, which is the date the option postion are closed.

SECURITIES OWNED - Securities owned are valued at approximate market
or quoted values and the resulting unrealized gaina or losses are
reflected in income.

INCOME TAXES - The Company elected by unanimous consent of its
shareholders to be taxed under the provisions of Chapter S of the
Internal Revenue Code. Under those provisions, the company does not
pay Federal corporate income taxes on its taxable income. Instead,
shareholders are liable for individual Fesderal income taxes on their
respective shares of the Company's taxable income.

ACCOUNTING METHOD - The Company is on the accrual method of
accounting.

USE OF ESTIMATES - The preparation of financial statements in
conformity with generally accepted accounting principles 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. '

NET CAPITAL REQUIREMENTS:

The Company is subject to the minimum capital requirements of the
Chicago Board Option Exchange and pursuant to the regulations under the

C@mmodity Exchage Act, as amended. At December 31, 2006 the applicable capital

requirement has been exceeded.

13 ’

Reifler- Shorps - Schuetz - Lid.
Cartifing Pubic ACCoUNIGN!s




M.E.B. OPTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

NOTE 3 - OPERATING LEASES:

NOTE

-
The Company leases two seats on the option floor on a month-to-month basis.
Total rent expense for 2006 for seats rental was $119,581.

i
Thé company leases office space on a month-to-month basis. Total rent
expense for 2006 for office space was §55,509.

4 - 401 (k) PLAN:

The company maintains a 401(k) plan for eligible employees. The company is
not required to make any contributions to the plan.

INVESTMENT IN M.E.B. FUTURES, INC.

NOTE

NOTE

Th? company owns 100% of the cutstanding stock of M.E.B. Futures, Inc. For
the year ended December 31, 2006 all transactions have been recorded and
consolidated on the M.E.B. Options. books.

6 - REVENUE CONCENTRATIONS:

14

The company has one major customer which represents approximately 50% of
the companies sales volumn.

Reifler- Shorps - Schuetz-Lid,
Carnbad Publt ACCoumont




Board of Directors
M.E.B. Options, Inc.
Chicago, Illinois

]
3

In plaﬁning and performing our audit of the financial statements of M.E.B.

Options, Inc. (the Company). for the year ended December 31, 2006, we considered its

internal control structure, including procedures for safeguarding securities,
in ordér to determine our auditing procedures for the purpose of

expressing our opinion on the financial statements and not to provide assurance
on the!internal control.

Also, as required by Rule 17-5{g) (1) of the Securities and Exchange Commission,
{SEC) ?e have made a study of the practices and procedures followed by the

. Company including test of such practices and procedures that we considered

relevant to the cbjectives stated in the rule 17a-5(g) in making the periodic
computétion of aggregate indebtness {or aggregate debits) and net capital under
rule 17a-3(a) {(11) and for determing compliance with the exemptive provisions of
rule 1?c3-3. Because the company does not carry securities accounts for
customers or perform custodial functions related to customer securities, we did
not review the practices and procedures followed by the company in any of the
following:
| N
1) Making quarterly securities examinations, counts, verifications, and
' comparisons and recordation of difference required by rule 17a-13.

2)5 Complying with the requirements for prompt payment for securities
" under section 8 of Federal Reserve Regulation T of the Board of
Governors of the Federal Reserve System.

B)L Obtaining and maintaining physical possesion or control of the fully
- paid and excess margin swecurities of customers as required by rule
15¢3-3.

The management of the Corporation is responsible for establishing and maintain-
ing 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 relat-

‘ad coéts 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
Commidgion's‘above-mentioned objectives. Two of the objectivea of an internal

ny 20 North Wacker Drive, Suite 4010. Chicago. llinois 60604
Phone (312) 876-0100 Fax (312} 876-1351
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controlLstructure and the practices and procedures are to provide management
with reésonable, but not absolute, assurance that assets for which the
Corporation has responsibility are safeguarded against loss from unauthorized
use or disposition and that transactions are executed in accordance with
management'e authorization and recorded properly to permit preparation of
financial statements in conformity with generally accepted accounting
principles. Rule 17a-5g list additional objectives of the practices and
procedures in the preceding paragraph.

Because! of inherent limitations in any internal control structure or the
practicgs and procedures referred to above, errors or irregularities may occur
and not| be detected. Alseo, 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.
! v

" Qur congideraﬁion of internal control would not necessarily disclose all

matters| in internal control that might be material weaknesses under standards
established by the American Institute of Certified Public Accountants. A
material weakneas is a condition in which the design or operation of cne or
more ofhthe internal control components does not reduce to a relatively low
level the risk that misstatements caused by error or fraud in amounts that
would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we noted no matters
involving internal control, including control activities for safeguarding
securities, which we consider to be material weaknesses 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 and Exchange Act
of 1934“and related reulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we
believelthat the Company's practices and procedures were adequate at December
31, 2006, to met the SEC's objectives.

This report is intended solely for the information and use of the Board of
Directors, managment, and SEC the NFA, and other regularatory agenecies that
rely oqnfule 17a-5(g) under the Securites Exchange Act fo 1934 in their
ragqulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other thatn thesze specified parties.
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