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To the Stockholders and
Board of Directors
Molony Securities Co., Inc.

Independent Auditor's Report

We have audited the accompanying statement of financial condition of Moloney
Securities Co., Inc. (an S Corporation) as of December 31, 2007, and the related
statements of income and retained earnings, changes in stockholders' 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 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 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
made 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 financial statements referred to above present fairly, in all
material respects, the financial position of Moloney Securities Co., Inc. as of December
31, 2007, and the results 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 examination was made for the purpose of forming an opinion on the basic
financial statements taken as a whole. The information contained in Schedule I and
Schedule II is presented for purposes of additional analysis and is not a required part
of the basic financial statements, but is supplementary information required by rule
17a-5 of the Securities and Exchange Commission. Such information has been
subjected to the auditing procedures applied in the examination 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 a whole.
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l Statement No. 1
MOLONEY SECURITIES CO., INC.
l STATEMENT OF FINANCIAL CONDITION
I DECEMBER 31, 2007
ASSETS
I Cash o : $ 50,845
Commissions receivable - brokerage 322,013
Commissions receivable - other : 169,912
I Employee advances _ 118,867
Due from officers 425,596
Prepaid expenses : 19,603
I Deposits 104,882
Total assets $1,211,718
l LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Accounts payable $ 19,223
l Commissions payable 483,572
Other payables 2,906
Accrued interest 6,002
l Total liabilities $ 511,703
Borrowings subordinated to claims
I of general creditors (Note 9) 75,000
Stockholders' equity:
Common stock without par value;
l autherized 900,000 shares; issued
and outstanding 32,164.935 shares at stated value $ 230,000
I Paid-in capital 434,650
Retained earnings (deficit) {_39.635)
l Total stockholders' equity 625,015
Total liabilities and stockholders’ equity $ 1,211,718
l See Notes to Statement of Financial Condition.




Statement No. 1a
Page 1
MOLONEY SECURITIES CO., INC. ,
NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2007

Note 1: Description of Business -

Moloney Securities Co., Inc., a Missouri cor oration, was organized in 1995 for the purpose of providing
broker-dealer services to its customers. The Company services various regions of the United States and sells
stocks and bonds, mutual funds, variable and fixed annuities, and insurance products. '

The Company is a registered broker-dealer in securities that introduces its customers to two broker-dealers
who carry such accounts on a fully disclosed basis. The Company promptly forwards all funds and securities
received in connection with its activities as a broker-dealer and does not otherwise hold funds or securities
for, or owe money to, customers and does not otherwise carry proprietary or customer accounts.

Note 2: Concentrations of Credit Risk -

The Company maintains its cash deposits in various financial institutions, which sometimes include amounts
in excess of that insured by the Federal Deposit Insurance Corporation.

Note 3: Significant Accounting Policies -

Security transactions and related commission revenue and expense are recorded on a trade date basis.

For the purpose of the statement of cash flows, the Company considers all highly liquid debt instruments
purchased with a maturity of three months or less to be cash equivalents.

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. Accordingly, actual results could differ from those

estimates.

Substantially all of the Company’s financial assets and liabilities, as well as financial instruments with off-
balance sheet risk, are carried at market or fair values or are carried at amounts that approximate fair value
because of their short-term nature. Fair value is estimated at a specific point in time, based on relevant
market information or the value of the underlying financial instrument. These estimates do not generally
reflect any premium or discount that could result from offering for sale at one time the Company’s entire
holdings of a particular financial instrument.

The Company’s policy is to expense non-direct response advertising costs when incurred. The total
advertising costs charged to expense for the year ended December 31, 2007, was $3,094. The Company does
not utilize direct-response advertising and, accordingly, no provision for capitalizing these costs has been

made.

Note 4: Net Capital Requirements -

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the Company
is required to maintain a minimum net capital, as defined under such provisions. Net capital and the related
net capital ratio may fluctuate on a daily basis. At December 31,2007, the Company had net capital and net
capital requirements of approximately $107,177 and $50,000, respectively. The Company's net capital ratio

was 4.77 to 1.

Note 5: Reserve Requirements -

The Company is exempt from the reserve requirements of the Securities Exchange Act of 1934, per section
(K)(2)(B) of Rule 15¢3-3.
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MOLONEY SECURITIES CO., INC.
NOTES TQ STATEMENT OF FINANCIAL CONIMTION
DECEMBER 31, 2007

Note 6: Leases -

The Company occupies its St. Louis premises under a six year lease expiring April 30, 2011. The lease term
for the Kansas City premises expires December 31, 2012. The lease term for the Denver office expires
December 31, 2008. Minimum future rental payments based on the renewal of leased office space for the
succeeding five years is as follows:

2008 407,016
2009 410,823
2010 417,201
2011 419,748
2012 419,748

Minimum future rental payments, reflected above, have not been reduced by future sublease rentals due
from certain officers, directors and independent contractors of the Company under cancelable subleases.
The sublease rental amount for the year ended December 31, 2007, was approximately $219,552.

Rental expense for the year ended December 31, 2007, was approximately $185,912 which is net of sublease
rentals from certain officers, directors and independent contractors of the Company.

The Company has entered into a thirltf' month automobile lease from June 2006 to December 2008 with a
monthly rental expense of $539.81 and has entered into a 48 month automobile lease from March 9, 2005,

to March 9, 2009, with a monthly rental expense of $650.43.

Future operating lease payments are as follows:

2008 14,283
2009 1,951

Note 7: Financial Instruments with Off-Balance Sheet Risk -

In the normal course of business, the Company’s client activities involve the execution and settlement of
various client securities transactions. These activities may expose the Company to off-balance sheet risk.
In the event the client fails to satisfy its obligations, the Company may be required to purchase or sell
financial instruments at prevailing market prices in order to fulfill the client’s obligations.

Note 8: Income Taxes -

As of July 1, 1995, the Company, with the consent of its initial shareholder, elected under the Internal
Revenue Code to become an S Corporation. In lieu of corporation income taxes, the shareholders of an §
Corporation are taxed on their proportionate share of the Company’s taxable income. Therefore, no
provision or liability for Federal income taxes has been included in the financial statements.
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. MOLONEY SECURITIES CO., INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
‘ DECEMBER 31, 2007

Note 9: Subordinated Borrowings -

The borrowings under subprdjnation agreements at December 31, 2007, consist of:

Subordinated Note, 6% due July 15, 2008 $ 25,000
Subordinated Note, 6% due July 31, 2008 50,000
$ 75,000

Subordinated borrowings to a shareholder in the amount of $75,000 are covered by agreements approved
by the National Association of Securities Dealers, Inc, and are thus available in computing net capital under
the Security Exchange Commission’s Uniform Net Capital rule.

Note 10: Treasury Stock -

The Company sold treasury stock at cost during the year.

END



