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OATH OR AFFIRMATION

L h’lﬁf'n L \’_I'(_D(A \b\f{ A , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Myrbin  Steaaryies, LIC , as
of Fﬂjbrvmru oy , 20 OS , are true and correct. | further swear {(or affirm) that
neither the company no‘r any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
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his report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

(fy Statement of Changes 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.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k} A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I An Oath or Affirmation.

(m}) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors and the Managing Member of Merlin Securities, LLC

We have audited the accompanying statement of financial condition of Merlin Securities, LLC (the “Company”} as of
December 31, 2007. This statement of financial condition is the responsibility of the Company's management. Qur
responsibility is to express an opinion on this statement of financial condition 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 we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement. An audit includes consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not
for the purposes of expressing an opinion on the effectiveness of the Company's internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the statement of financial condition, assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the
financial position of Merin Securities, LLC as of December 31, 2007, in conformity with accounting principles
generally accepted in the United States of America.

@a;tu;_;%« v Q—wy-»?-s, X2 4

San Francisco, California
February 27, 2008
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MERLIN SECURITIES, LLC

STATEMENT OF FINANCIAL CONDITION

December 31, 2007

ASSETS

Cash $ 1,025,621

Receivable from clearing broker, including

clearing deposit of $100,000 1,524,531

Receivables from other broker-dealers 223,430

Deposit with other broker 101,655

Other receivables 48,927

Other assets 107,931
$_ 3032005

LIABILITIES AND MEMBER'S EQUITY

Liabilities
Accounts payable and accrued expenses $ 2,136,357
Due to Parent 159,111
Total liabilities 2,295,468
Member's equity 736,627

S 302085

See accompanying notes lo financial statements. 2



MERLIN SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

1. Nature of business

Merlin Securities, LLC (the "Company") was organized in the state of Delaware on April 1, 2004. The Company is
a wholly-owned subsidiary of Merlin Group Holdings, LLC (the "Parent").

The Company commenced operations on December 7, 2004 as a broker-dealer in securities, registered with the
Securities and Exchange Commission (the “SEC") and is a member of the Financial Industry Regulatory Authority,
Inc. (the “FINRA"). The Company has been approved by FINRA to act as a broker or dealer in securities to
execute transactions in corporate equity securities on listed and over-the-counter markets, government and
corporate debt securities, options on securities, private placement of securities, and rebate a portion of
commissions to customers and/or their creditors. The Company does not trade for its own account.

2. Summary of significant accounting policies

Income Taxes

The Company does not record a provision for income taxes because the owners of the Parent report their share of
the Company's income or loss on their own income tax returns.

{/se of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires the Company's management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the Company's date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Due to Parent

In accordance with the National Association of Securities Dealers, Inc. {the “NASD") Notice to Members 03-63, the
Company has reflected certain expenses borne by the Parent as expenses on the books of the Company. Amounts
due to Parent represent amounts owed to the Parent by the Company for expenses paid and liabilities incurred by
the Parent as of December 31, 2007.

Cash

Cash represents cash maintained with financial institutions. As of December 31, 2007, approximately $230,000 of
the cash amount is restricted and maintained for the benefit of the Company’s customers.



MERLIN SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

3. Receivable from clearing broker

Pursuant to a clearance agreement (the “Clearance Agreement”) with the Clearing Broker, the Company
introduces all of its customer securities transactions to the Clearing Broker on a fully-disclosed basis. At
December 31, 2007, the receivable from clearing broker on the statement of financial condition was approximately
$1,524,000 of which approximately $1,424,000 represents revenues earned by the Company and approximately
$100,000 is maintained as a clearing deposit held in a cash account at the Clearing Broker. The Company
monitors the financial condition of the Clearing Broker and does not anticipate any losses from the Clearing
Broker.

4, Net capital requirement

The Company is a member of the FINRA and is subject to the SEC Uniform Net Capital Rule 15¢3-1 (the “Rule”). This
Rule requires the maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital, both
as defined, shall not exceed 15 to 1 and that equity capital may not be withdrawn or cash dividends paid if the resulting
net capital ratio would exceed 10 to 1. At December 31, 2007, the Company's net capital was approximately $503,000
which was approximately $253,000 in excess of its minimum requirement of $250,000. The Company's rafio of
aggregate indebtedness to net capital was 4.56 to 1 as of December 31, 2007,

5. Indemnification

All customers’ money balances and long and short security positions are carried on the books of the Clearing Broker,
In the normal course of its business, the Company indemnifies and guarantees the Clearing Broker against specified
potential losses in connection with providing services to the Company. The maximum potential amount of future
payments that the Company could be required to make under these indemnifications cannot be estimated. However,
the Company believes that it is uniikely it will have to make material payments under these arrangements and has not
recorded any contingent liability in the financial statements for these indemnifications.

6. Off-balance sheet risk

Pursuant to the Clearance Agreement, the Company introduces all of its securities transactions to the Clearing
Broker on a fully-disclosed basis. All of the customers’ money balances and long and short security positions are
carried on the books of the Clearing Broker. In accordance with the Clearance Agreement, the Company has agreed
to indemnify the Clearing Broker for losses, if any, which the Clearing Broker may sustain from carrying securities
transactions introduced by the Company. In accordance with industry practice and regulatory requirements, the
Company and the Clearing Broker monitor collateral on the customers' accounts.

In addition, the receivable from the Clearing Broker is pursuant to the Ctearance Agreement and includes a clearing
deposit of $100,000.



MERLIN SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

7. Concentrations of credit risk
Cash

The Company maintains its cash in financial institutions, which at times, may exceed federally insured limits. The
Company has not experienced any losses in such accounts and believes it is not subject to any significant credit
risk on cash.

8. Exemption from Rule 15¢3-3

The Company is exempt from the SEC Rule 15c3-3 pursuant to the exemptive provisions (k)(2)(i) and (k)(2)(ii) as all
customer transactions are cleared through the Clearing Broker on a fully disclosed basis and alt customer rebates of
commissions are processed through a “Special Bank Account for the Exclusive Benefit of Customers” (the “reserve
bank account™). The Company did not maintain a reserve bank account which equaled or exceeded the payables to
customers on December 31, 2007 and subsequent to the date of the financial statements, which is the requirement
for the Company's exemption from SEC Rule 15c3-3 provision (k}2){(i). The Company’s current practice is to
maintain a receivable from its clearing broker and upon receipt of payment on the following month, funds the reserve
bank account. The Company believes that its cumrent practice satisfies the requirement for its exemption from the
SEC Rule 15¢3-3 provision (K)(2)(i).

9. Subsequent events

The Company had an equity distribution of $700,000 to the Parent an January 14, 2008. The Company is still in
compliance with the SEC Uniform Net Capital Rule 15¢3-1 after the equity distribution.

END



