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OATH OR AFFIRMATION

I, Bernard B. Beal : , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

M.R. Beal & Company - ‘ - ‘ , as
of ‘December 31 _, 20 07 _, are true and correct. I further swear (or affirm) that

neither the company nor any partaer, proprictor, principal officer or director has any proprietary interest in any account
classifted solely as that of a customer, except as follows:

27

KATRICE LITTLi v m
MNOTARY rL;«. fl ‘ \” NE :? u R & e Siﬁture 40//
i p) . b1 fficer

N . Title

/ " Notary Public

This report ** contains (check all applicable boxes): - ce
Kl (a) Facing Page.

Bd (b) Statement of Financial Condition.
& (¢) Statement of Income (Loss). . . . o
B (d) Statemeént of Chngex wxRimAcE:CoRIMIGRx Cash Flows. T |
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors” Capital.

Bd (6 Statement of Changes in Liabilities Subordmated to Claims of Creditors.

4 (g) Computation of Net Capital.
O
(]
(I
a
(P
d

{(h) Computation for Determination of Rcservc Requirements Pursuam to Rufe 15¢3-3.

(i) Information Relating to the Possession or Coritrol 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. '

(1} An Oath or Affirmation.

(m) A'topy 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.:

O

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Partner of
M.R. Beal & Company

We have audited the accompanying statement of financial condition of M.R. Beal & Company
(a Vitginia limited partnership) as of December 31, 2007. This financial statement is the responsibility of
the Company’s management. Qur responsibility is to express an opinion on this financial statement based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America as established by the American Institute of Certified Public Accountants. Those standards require
that we plan and petform the audit to obtain reasonable assurance about whether the financial statement is
free of material misstatement. An audit includes consideraton of mnternal control over financial reporting as
a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s interal control over financtal reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financtal statement, 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 statement of financial condition referred to above presents fairly, in all material respects,
the financial position of M.R. Beal & Company as of December 31, 2007, in conformity with accounting
principles generally accepted in the United States of America.

New York, New York
May 7, 2008

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd



M.R. Beal & Company

STATEMENT OF FINANCIAL CONDITION

December 31, 2007

ASSETS

Cash

Securities owned, at market value

Secured demand note receivable

Receivable from clearing broker

Trade date receivable

Commissions and investment banking fees receivable

Financial advisory fees receivable

Furniture, equipment and leasehold improvements, at cost, less
accumulated depreciation and amortization of $503,230

Other assets

Total assets

LIABILITIES AND PARTNER’S CAPITAL

Liabilities

Bank overdraft

Accrued compensation and benefits

Accrued expenses and other liabilities

Subordinated debt

Total liabilities

Partnet’s capital

General Partner

Receivables from affiliates

Total partner’s capital

Total liabilities and partner’s capital

The accompanying notes are an integral part of this statement.

$ 43,555
89,311
1,000,000
26,779
38,511
486,503
54,167

205,102
337,287

$2.281215

$ 105,712
117,091
878,030

1,000,000

2,100,833

882,304
(701,922)

180,382

$2.281.215



M.R. Beal & Company
NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31, 2007

NOTE A - ORGANIZATION, DESCRIPTION OF BUSINESS

M.R. Beal & Company (the “Company”) was organized pursuant to the Virginia Revised Uniform
Limited Partnership Act. The Company is a securities broker-dealer and is a member of the National
Association of Securities Dealers, Inc. (“FINRA”) and the Securities Investor Protection Corporation.
The Company does not carry customer accounts and is accordingly exempt from the Securities and
Exchange Commission’s (“SEC”) rule 15¢3-3 (the Customer Protection Rule), pursuant to provision
k(2)(i) of the Rule.

The general partner of the Company is MRB Securities Corporation (the “General Partner”), which 15
owned by the CEO.

NOTE B - LIQUIDITY AND SUBSEQUENT EVENTS

As discussed in Notes G and H, on January 11, 2007, the CEO contributed $1,450,000 of capital and
the Company repaid a §2,000,000 subordinated liability; on March 21, 2007, the General Partner
exchanged a secured demand note (“SDN”) for a subordinated liability of $1 million which qualifies as
regulatory capital. Securities and cash pledged of approximately §1,020,000 at December 31, 2007 to
secure the SDN are on deposit at the Company’s clearing broker and can be used for margin borrowings
by the Company. The Company incurred a net loss of $326,328 for the year ended December 31, 2007.

As discussed in Note H the General Partner extended the maturity of its borrowing of $510,000 to

~ various dates through January 31, 2009. The Company is not a party to the loan; however, the GP

contributed the proceeds from the original loan as equity capital in 2006.

The municipal finance business is cyclical in nature, with volume inversely correlated to movements in
interest rates primarily due to increased refunding opportunities. Over the course of the last several
years, negotiated municipal bond volume has been inconsistent and spreads narrowed which have
contributed to the Company’s operating losses. Management believes the outlook in the municipal bond
industry is uncertain; however, bond issuance and restructurings are expected to increase over 2007
levels. Management has also projected that the Company will be profitable for the year ending
December 31, 2008 after considering stable operating expenses and increased revenues. Accordingly,
management believes that it has adequate liquidity and will have sufficient regulatory capital to continue
normal operations in the foreseeable future.

As of March 31, 2008, the Company’s €xcess net capital was $1,056,456 (unaudited).



M.R. Beal & Company
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2007

NOTE C - SIGNIFICANT ACCOUNTING POLICIES
Securities transactions and related revenues and expenses are recorded on a trade-date basis.

Revenues related to underwriting and syndicate activities are generally recognized on the offering date of
the transaction.

Federal income taxes are not provided by the Company as such taxes represent obligations of the
individual partmer.

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 the 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.

Depreciation is provided using accelerated methods over the estimated useful lives of the assets.

Leasehold improvements are amortized over the lesser of the economic useful lives of the improve-
ments or the lease term.

The Company considers money market funds to be cash equivalents.

The Company records receivables from the General Partner and affiliates of the General Partner as a
debit in partner’s capital until repaid.

NOTE D - RECEIVABLE FROM CLEARING BROKER AND BROKERS AND DEALERS

The Company’s customers are carried on a fully disclosed basis by its clearing broker, Pershing LLC
pursuant to a clearing agreement (the “Agreement”). Receivable from clearing broker reptesents cash on
deposit at the clearing brokers. The clearing broker is 2 member of various exchanges and is subject to
the rules and regulatons of such organizations.




M.R. Beal & Company
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2007

NOTE E - COMMITMENTS AND CONTINGENCIES

The Company enters into contractual commitments arising in the ordinary course of business, primarily
as an underwriter. In the opinion of management, the consummation of such commitments will not
have a material adverse effect on the financial position of the Company.

The Company has obligations for its office space in New York City and Chicago under the terms of
non-cancelable operating leases that expire through 2015. Rent expense for the year ended December
31, 2007 was approximately $515,500. The rent expenses recognized in the statement of operations have
been straight-lined over the life of the leases. Accordingly, a liability for $304,497 has been included in
“Accrued expenses and other liabilities” in the statement of financial condition.

Future minimum annual rental commitments under these agreements are as follows:

Year ending December 31,
2008 _ $§ 568,742
2009 506,911
2010 518,166
2011 452 939
2012 430,192
Thereafter 443,293

$2.920.245

NOTE F.- NET CAPITAL REQUIREMENTS

The Company is subject to the SEC’s Uniform Net Capital Rule 15¢3-1, which requites net capital, as
defined, to be the greater of $100,000 or 6-2/3% of aggregate indebtedness, as defined. At December
31, 2007, the Company had net capital of $366,467, which was $266,467 excess of its required net capital
of $100,000. The Company’s ratio of aggregate indebtedness to net capital was 3.0. Additionally, a
broker-dealer must notify its designated examining authority if its net capital is less than 8-1/3% of
aggregate indebtedness or if its net capital is less than 120% of its required minimum amount.
Proprietary accounts, held at Pershing (“PAIB Assets”), are considered allowable assets in the
computation of net capital pursuant to an agreement between the Company and Pershing which
requires, among other things, Pershing to perform a computaton of PAIB Assets similar to the
customer reserve computation set forth in SEC rule 15¢3-3.



M.R. Beal & Company
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2007

NOTE G - SUBORDINATED LIABILITIES

The Company had a temporary subordinated loan agreement with Pershing LLC (“Pershing”), its
clearing broker, in the amount of $2,000,000 at December 31, 2006. On January 11, 2007, the Company
settled the obligation. Refer to Note H.

On March 21, 2007, the General Partner entered into a cash and securities lending agreement with a
third party lender for the amount of $700,000 in cash and $300,000 in municipal securities. The loan
bears interest at 3.75% annually.

The General Partner delivered to the Company a Secured Demand Note (“SDN”) Collateral Agreement
for the $300,000 in municipal securities and $700,000 in U.S. Treasuries purchased with the borrowed
cash. This secured a subordinated liability of $1,000,000 which will be due on March 31, 2010, which
qualifies as equity capital for the broker dealer under the Securities and Exchange Commission’s
Uniform Net Capital Rule.

NOTE H - EQUITY AND GENERAL PARTNER CONTRIBUTIONS

On January 11, 2007, the CEO and a related party entered into a loan agreement with Pershing LLC for
the amount of $1,750,000, and contributed as capital $1,450,000 to the Company. Interest is payable on
the last day of the month, and commenced on January 31, 2007. The loan is payable in three
installments of principal. A $300,000 principal payment was made on Apsl 11, 2007. A $450,000
principal payment was made on October 11, 2007, and the remaining balance is due on July 11, 2008.
The Company is not a party to the loan, and the loan is secured by assets other than those of the
Company.

On January 24, 2007, the CEO purchased corporate receivables of the Company. These receivables
were recorded on the books at a value of $202,500 and were purchased at a discounted price of

$189 500.

As of December 31, 2007, the General Partner had a borrowing outstanding in the amount of $510,000.
The original proceeds from this borrowing were contributed as capital to the Company. The borrowing
was scheduled to be paid in full by February 1, 2008. The terms of this botrowing were renegotiated to
extend final payment until February 28, 2009. A principal payment of $75,000 was made on March 27,
2008 for extending the loan. Monthly principal payments are due on the last day of each month through
December 2008. A $105,000 prncipal payment is due on January 31, 2009 and any remaining balance is
due on February 28, 2009. The loan bears interest at 8% per annum.



M.R. Beal & Company
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2007

NOTE I - RELATED PARTY AND OTHER TRANSACTIONS

As of December 31, 2007, the Company had noninterest-bearing receivables from and interest-bearing
payables to related parties, and employee loans receivable as follows:

Amount
Receivables:
Employee loans (included in other assets -
stated gross of reserve of $15,500) $__69.568
Payable (includes accrued interest):

MRB Securities Corp. $1.062.630

NOTE J - OFF-BALANCE-SHEET RISK AND CONCENTRATIONS OF
CREDIT RISK

As a securities broker-dealer, the Company enters into various debt and equity transactions as principal
and agent. The execution of these transactions may result in off-balance-sheet risk or concentration of
credit risk. Pursuant to its agreements with its clearing broker, the Company is liable for amounts
uncollected from customers introduced by the Company.

At December 31, 2007, the Company’s cash balance was held at three major New York-based financial
msttutions.

As of December 31, 2007, the Company maintained a Standby Letter of Credit in the amount of
$160,042. The Letter of Credit is secured by a Savings Certificate of $165,306. The Letter of Credit is
used as a security deposit for the New York office and is recorded in other assets on the statement of
financial condition.
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INDEPENDENT AUDITORS’ SUPPLEMENTARY REPORT
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Partner of
M.R. Beal & Company

In planning and performing our audit of the financial statements of M. R. Beal & Company (the
“Company™), as of and for the year ended December 31, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal control over
financial reporting (“internal control”) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securites and Exchange Commission (“SEC”), we have made a
study of the practices and procedures followed by the Company, including consideration of control activides
for safeguarding securities. This study included tests of compliance with 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(2)(11) and the resetve required by rule 15¢3-3.

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:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation of
differences required by rule 17a-13.

2. Complying with the requitements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Govemors of the Federal Reserve System.

Grant Thornton LLP
LL.S. membes firm of Grant Thomton International Ltd
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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 loss from
unauthorized use or disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the 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 and the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluaton 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.

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, record, process, or report financial data reliably
in accordance with accounting principles generally accepted in the United States of America such that there
is mote than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential 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
morte than a remote likelihood that a material misstatement of the financial statements will not be prevented
ot 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 necessatily identify all deficiencies in internal control that ‘might be material
weaknesses. However, we identified the following deficiencies in internal control that we consider to be a
material inadequacy and a material weakness, as defined above. These conditions were considered in
determining the nature, timing, and extent of the procedures performed in our audit of the financial
statements of M. R. Beal & Company as of and for the year ended December 31, 2007, and this report does
not affect our report thereon dated May 7, 2008. During the course of our audit, we noted accounting
errors related to the Company’s lack of a consistent and a comprehensive process for the closing of the
Company’s books. Additionally, we noted errors related to the application of accounting principles due to
an insufficient knowledge by Company personnel of accounting principles generally accepted in the United
States of America. These errots resulted in a decrease in net income of approximately $643,000 to a net loss
of approximately $326,000 for the year ended December 31, 2007. These errors resulted in a decrease in net
capital from approximately $451,000 to $366,000 as of December 31, 2007.



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 Exchange Act of 1934 and related regulations, and that practices and procedutes that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
However, we identified the deficiencies described above that we believe to be a material inadequacy and
material weakness.

This report is intended solely for the information and use of management, the SEC, the Financial Industry
Regulatory Authority, Inc. and other regulatory agencies that rely on rule 17a-5(g) under the Securities
Exchange Act of 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 parties.

Cortl B Tourpadery P

New York, New York
May 7, 2008

END




