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OATH OR AFFIRMATION

Mark K. Gaskill , swear (or affirm} that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

MKG Financial Group, Inc. , a5

of

December 31, 2007 are true and correct. [ 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 v:ustomer, except as follows:

Signature

President

Title
7 OFFICIAL SEAL
s e JAMET A. HAYS
4 g K NOTARY +UBLIC-OREGON
! ‘;;/

—

KOOX 0 OOXHOXKNXXEK

COMMISSION NO. 381355
MY COMMISS 4 EXPIRES JUNE 1, 2008
R T B TSRy

Notary Public

his report ** contains {check all applicable boxes):

{(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Incom:.

(d) Statement of Chang:s in Cash Flows.

(e) Statement of Chang:s in Stockholders’ Equity of Partners’ or Sole Proprietors’ Capital.

(f) Statement of Chang:s 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.

(1) Information Relatin;; to the Possession or Control Requitements Under Rule 15¢3-3.

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

(k) A Reconciliation be:ween the audited and Unaudited Staternents of Financial Condition with respect to methods of
consolidation.

() An Oath of Affirmaiion.

(m) A copy of the SIPC Supplemental Report.

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

(0) Independent Auditors’ Report on Internal Accounting Control.

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

& Comreany, P.C.

CerTIFIED PuBLIC ACCOUNTANTS & BusiNess CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

Board of Directors
MKG Financial Group, lac.
Portland, Oregon

We have audited the accompanying statement of financial condition of MKG Financial Group, Inc. as of December 31,
2007, and the related staiements of income, changes in shareholder’s equity, and cash flows for the year then ended.
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that w2 plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of mzterial misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates mad: by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financal statements referred to above present fairly, in all material respects, the financial position of
MKG Financial Group, Iric. as of December 31, 2007, and the resuits of its operations and its cash flows for the year then
ended, in conformity with accounting principles generally accepted in the United States of America.

Our audit was performed for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained on pages 9 and 10 is presented for purposes of additional analysis and is not a required part of the
basic financial statement::, but is supplementary information required by Rule 17a-5 of the Securities and Exchange

Commission. This information has been subjected to the auditing procedures applied in the audit of the basic financial
staternents and, in our opinion, is fairly stated in all material respects when considered in relation to the basic financial

statements taken as a whole.

February 22, 2008

B&8 5.W. 5th Avenue, § iite 80O * Portland, Oregon 97204 » Tel: 503.221.0141 » Fax: 503.227.7924 » 800.819.0141 » www.gmco.com

‘@‘ An independent member of DFK International



MEKG Fmvanciao GROUP, Inc.

STATEMENT OF FINANCIAL CONDITION

December 31, 2007

Assets

Cash b 4,838

Commissions receivable from clearing broker 478

Advance to shareholde:- 5,000

Miscellaneous receivatile 367

Furniture, equipment, znd leasehold improvements, net 33,677

Deposit with clearing troker 25,000

Prepaid expenses and cther assets 10,296

Cash surrender value o7 life insurance 20,598
$ 100,254

Liabilities

Accounts payable b 14,726

Accrued liabilities and ather expenses 14,596

29,322

Commitments

Shareholder's equity 70,932
$ 100,254

See notes to financial statements




MKG FINANCIAL GROUP, INC.

STATEMENT OF INCOME

Year Ended Decembar 31, 2007

Revenues
Commissions $ 1,241,798
Management fees 19,567
Interest and dividend income 442
Rental income 2,300
Other income 38,743
1,302,850
Expenses
Salaries and related expenses 486,184
Communications and d ata processing 87,481
Occupancy and equipment 114,360
Professional fees 156,315
Clearinghouse fees 103,289
Advertising and promotion 43,871
Other expenses 98,750
Total expenses 1,090,250
Net income $ 212,600

See notes to financial statements



MKG FINANCIAL GROUP, INC.

STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY

Shares
authorized,
issued and
outstanding; Additional Retained
$1.00 par paid-in- earnings
value Amount capital (deficit) Total
Balance, January 1, 2007 100 3 100 $ 139,019 (% 71,084) § 68,035
Distributions ( 209,703) (  209,703)
Net income 212,600 212,600
Balance, December 31, 2007 100 $ 100§ 139,019 (8 68,187) § 70,932

See notes to financial statements




MKG FINANCLAL GROUP, INC.

STATEMENT OF CASH FLOWS

Year Ended December 31, 2006

Cash flows from operating activities

Net income 212,600
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation and amortization 13,483
Change in operating assets and liabilities
Commissions receivatle from clearing broker 15,211
Miscellaneous receivable 367)
Prepaid expenses, other assets and cash surrender value of life insurance 3,672
Employee advances 4,500
Accounts payable 29,605)
Accrued liabilities anc other expenses 6,037)
Net cash provided by operating activities 213,457
Cash flows from investing activities
Advance to shareholder 5,000)
Acquisition of furniture and equipment 6,624)
Net cash used in invesiing activities 11,624)
Cash flows from fina:ncing activities
Distributions to shareholder 209,703)
Net cash used in financing activities 209,703)
Net decrease in cash 7,870)
Cash at beginning of ;year 12,708
Cash at end of year 4,838
Supplemental disclosure of cash flow information
Cash paid during the year for interest 606
8,950

Cash paid during the year for local income taxes

See notes to financial statements
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MKG F INANCIAL GROUP, INC.

INOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2007

1. Line of business and significant accounting policies

Line of business

MKG Financial Group, Inc. (the “Company™) is an Oregon corporation and is a broker-dealer registered with the
Securities and Exchange Commission (“SEC”) and is a member of the Financial Industry Regulatory Authornty
(“FINRA”). The Company is principally engaged in the general business of securities broker, agent or principal,
including buying, selliag, exchanging or otherwise in any manner dealing in stocks, bonds, evidence of property of
indebtedness or any securities ordinarily or necessarily dealt with by security brokers, agents or principals. On January
30, 2006, MKG Capital Advisors, Ltd. (“MKG Capital™) was merged into the Company. MKG Capital provides
investment advisory services.

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 disclosuwe 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.

Revenue recognition
Security transactions and related commission revenue and expense are recorded on a trade date basis. Revenues from
consulting activities and advisory services are recorded as fees when earned under the terms of the related agreements.

Concentrations of credit risk

The Company is engaged in various trading and brokerage activities in which counterparties primarily include broker-
dealers, banks and other financial institutions. In the event counterparties do not fulfill their obligations, the Company
may be exposed to risk. The risk of default depends on the creditworthiness of the counterparty or issuer of the
instrument. It is the Company’s policy to review, as necessary, the credit standing of each counterparty.

Commissions receivable from clearing broker

Commissions receivable: from clearing broker consist of commissions due on closed sales which are due monthly. The
Company has not incurr:d any material credit related losses and based on historical experience, management has deemed
an allowance for uncollcctible accounts is not necessary.

Furniture, equipment and leasehold improvements

Furniture, equipment and leasehold improvements are carried at cost. Depreciation is computed using the straight-line
method over the estimaied useful lives of the assets. Leasehold improvements are amortized over the shorter of the
estimated useful lives of the assets or related lease.

Income taxes

The Company elected, effective April 1, 2000, to be treated as an “S” Corporation under the Internal Revenue Code.
Instead of paying corporate income taxes, the shareholders of an “S” Corporation are taxed individually on the
Company’s taxable inco.ne or loss. Therefore, no provision or liability for federal and state corporate income taxes has
been included in these financial statements.




MKG F INANCIAL GROUP, INC.

NOTES TO FINANCIAIL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2007

2. Furniture, equipment and leasehold improvements

Fumiture, equipment and leasehold improvements consist of the following at December 31, 2007:

Furniture and fixtures ) 46,031
Office equipment 57,884
Leasehold improvemeats 40,728
144,643
Less accumulated depreciation and amortization ( 110,966)
$ 33,677

3. Commitments

Operating leases

The Company occupies office space under an operating lease expiring December 2012, which is personally guaranteed
by the shareholder. The lease requires the Company to pay its proportionate share of operating expenses for the building;
principally real estate taxes, insurance, repairs and maintenance and utilities. The Company has also leased a vehicle
under an operating leas: which is personally guaranteed by the shareholder and expires in February 2010. Total rent
expense for the year ended December 31, 2007, was approximately $129,000.

Future minimum lease p ayments under non-cancelable operating leases as of December 31, 2007 are approximately as
follows: $144,100 in 2008; $147,400 in 2009; $137,100 in 2010; $137,700 in 2011; and $141,000 in 2012,

The Company has sublensed part of its office space under an operating lease expiring November 2009. Future minimum
lease payments to be received under the lease are $27,800 in 2008 and $27,200 in 2009.

4. Employee benefit program

The Company has a savi:1gs incentive match plan covering employees who meet prescribed requirements. The Company
contributes a matching c »ntribution to each eligible employee equal to the employee’s salary reduction contributions up
to a limit of 3% of the emiployee’s compensation for the calendar year. The Company made contributions to the plan of
approximately $5,900 fcr the year ended December 31, 2007.




MKG F]NAI\' CIAL GROUP, INC.

NOTES TO FINANCIA] STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2007

5. Net capital requirements

The Company is subjest to the SEC Uniform Net Capital Rule (SEC Ruie 15¢3-1), 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
15to 1. AtDecember %1, 2007, the Company had net capital of $21,032 which was $16,032 in excess of its required net
capital of $5,000. The Company’s net capital ratio was 1.39 to 1.




ACCOMPANYING INFORMATION TO FINANCIAL STATEMENTS




MKG FINAJ\ CIAL GROUP, INC.

COMPUTATION OF NiT CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

December 31, 2007

Net capital
Total shareholder's equity $ 70,932

Less nonallowable a:sets

Furniture, equipmert, and leasehold improvements, net 33,677
Prepaid expenses and other assets 10,351
Other receivables 5,368
49,396

Net capital before haircut 21,536
Haircuts 504
Net capital 3 21,032

Aggregate indebtedn.ss
Accounts payable and accrued expenses $ 29,322

Computation ef basic net capital requirements

Minimum net capital required $ 5,000
F Excess net capital 3 16,032
_
" Excess of net capital at 1,000% N 18,100
] Ratio of aggregate incdebtedness to net capital 1.391t0 1
| Reconciliation with Company’s computation

There were no material Jifferences between these computations and the computations included in the Company’s Part
. IIA of Form X-17a-5 unaudited report as of December 31, 2007.




MKG FH\IAN CIAL GROUP, INC.

EXEMPTION FROM RESERVE REQUIREMENTS UNDER RULE 15¢3-3
OF THE SECURITIES AND EXCHANGE COMMISSION

YEAR ENDED DECEMBER 31, 2007

Exemptive provisions
The Company is exerapt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of 1934 under
subparagraph (k)(2)(ii) as all customer transactions are cleared through a clearing agent on a fully disclosed basis.




(GEFFEN MESHER

& Comrany, P.C.

CerrisiEp PusLIC ACCOUNTANTS & Business CoNSULTANTS

INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5

Board of Directors
MKG Financial Group, Inc.
Portland, Oregon

In planning and perforining our audit of the financial statements of MKG Financial Group, Inc. for the year ended
December 31, 2007, we considered its internal control in order 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 17a-5(g)(1) of the Securities and Exchange Commission (“SEC”), we made a study of the
practices and procedures followed by the Company including tests of such practices and procedures that we considered
relevant to the objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net
capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3(e).
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.
Recordation of dif erences required by Rule 17a-13.

Complying with the requirements for prompt payment for securities under Section & of
Federal Reserve Regulation T 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 SEC’s 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 los: from unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, error or fraud may
occur and not be detect:d. Also, projection of any evaluation of them to future periods is subject to the risk that they
might become inadequate because of changes in conditions and that the effectiveness of their design and operation may
deteriorate.

888 5.W. 5th Avenue, Suite 800 * Portland, Oregon 97204 » Tel: 503.221.0141 « Fax: 503.227.7924 « 800.819.0141 « www.gmco.com
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MKG Fivanciar Grour, Inc.

INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5 (CONTINUED)

A control deficiency exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, recor, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s financial staternents that is
more than inconsequentia! will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the entity’s
internal control.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and would
not necessarily identify a'l deficiencies in internal control that might be material weaknesses. We did not identify any
deficiencies in internal control and control activities for safeguarding securities that we consider to be material
weaknesses, as defined ajove. However, we identified certain deficiencies in internal control that we consider to be
significant deficiencies and communicated them in writing to management and those charged with governance on
February 22, 2008,

These conditions were considered in determining the nature, timing and extent of the procedures to be performed in our
audit of the financial statements of the Company for the year ended December 31, 2007 and this report does not affect
our report thereon dated February 22, 2008.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of this
report are considered by th.e 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 a material inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and ‘srocedures were adequate as of December 31, 2007, to meet the SEC’s objectives.

This report is intended solely for the use of the Board of Directors, management, the Securities and Exchange
Commission and other regulatory agencies which rely on Rule 17a-5(g) under the Securities and Exchange Actof 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 partie..

February 22, 2008
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