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OATH OR AFFIRMATION

I, GREGORY W. MEYERS , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

¥0X, REUSCH & CO., INC, s 85
of JUNE_30. ,20 08 , are true and correct, I 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 customer, except as follows:

[]
%)

/ "~ YSignature
PRESIDENT

% Title
| et o U SARRY B,
Notary Public _"ﬁ*"'\\\\‘iwéf%‘.
b N
ig report ** contains (check alil applicable boxes): —.‘ﬁ\ i AH JENNJFERL LUX
2} Facing Page. A0 WCQMFWO. State of On
(b) Statement of Financial Condition. "’ﬁ,“”“q\“\‘ %Aﬂ#ﬂ, 213

(¢} Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

(f) 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 [/nder 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 Conditien with respect to methods of
consolidation.

() 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.

MO O HENENEEBEEERZ

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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ANDREW, LITTNER LLC.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Fox, Reusch & Co., Inc.
Cincinnati, Ohio

We have audited the accompanying statement of financial condition of Fox, Reusch & Co., Inc.
as of June 30, 2008 and the related statements of income, changes in stockholders equity, changes in liabilities
subordinated to claims of general creditors 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. The financial statements of Fox, Reusch & Co., Inc. as of June 30,
2007, were audited by other auditors whose report dated August 16, 2007, expressed an unqualified opinion on
those statements.

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 Fox, Reusch & Co., Inc. as of June 30, 2008, 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 audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained on Pages 9, 10, 11 and 12 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 audit 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.

Awanew, kit ke

Certified Public Accountants

Cincinnati, Ohio
August 25, 2008

2368 VICTORY PARKWAY, SUITE 100 - CINCINNATI, OHIO 45206-2810
PHONE: (513) 281-0555 FAX: (513) 281-4616 E-MAIL:  accountants@andrewlittner.com




FOX, REUSCH & CO., INC.

STATEMENTS OF FINANCIAL CONDITION

JUNE 30, 2008 AND 2007

Page 2

JUNE 30, JUNE 30,
2008 2007
ASSETS
Cash and cash equivalents 5 381,264 319,291
Cash segregated for the exclusive benefit of customers 39,070 38,535
Receivables 83
Prepaid expenses 1,217 18
Securities owned 39,825 44 565
Deferred tax asset 29,933 43,885
Equipment, net of accumulated depreciation 6,249 5,339
TOTAL ASSETS 3 497 558 451,716
LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES
Accounts payable $ 6,685 10,911
Accrued expenses 165 198
Note payable - officer 100,000 100,000
Total liabilities 106,850 111,108
STOCKHOLDERS' EQUITY
Common stock, no par value, 250 authorized,

52 issued and outstanding 52,000 52,000
Additional paid-in capital 225,000 225,000
Retained eamings 264,305 214,204

Total 541,305 491,204

Less 26.1 shares treasury stock (150,597} {150,597)
Total stockhoiders' equity 390,708 340,607

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 497,558 451,716

The accompanying notes to financial statements are an integral part of these statements.




FOX, REUSCH & CO.,, INC.
STATEMENTS OF INCOME
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

Page 3

JUNE 30, JUNE 30,
2008 2007
REVENUE
Net gain on security transactions $ 253,398 $ 110,055
Expense reimbursement from affiliated companies 49,600 65,800
Interest income 12,640 10,637
FINRA consolidation rebate 35,000
Total revenues 350,638 186.492
OPERATING EXPENSES
Employee compensation and benefits 170,753 174,395
Legal and professional 19,491 17,200
Communications 10,347 14,879
Occupancy and equipment costs 39,486 39,284
Promotional costs 6,217 5,583
Interest expense 5,023 2,260
Other operating expenses 35,268 29,638
Total operating expenses 286,585 283,239
Net income/{loss) before income tax expense/(benefit) 64,053 (96,747)
Income tax expense/{benefit) 13.952 (17.980)
Net income/(loss) $ 50,101 3 (78.767)

The accompanying notes to financial statements are an integral part of these statements.




Balances at July 1, 2006
Additional capital contribution
Net income/(loss)

Balances at June 30, 2007
Additional capital contribution
Net income/(loss)

Balances at June 30, 2008

FOX, REUSCH & CO,, INC.
STATEMENTS OF STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

Page 4

ADDITIONAL
COMMON PAID-IN RETAINED TREASURY
STOCK CAPITAL EARNINGS STOCK
$ 52,000 $ 200,000 $ 292,971 § 150,597
25,000
(78,767)
52,000 225,000 214,204 150,597
50,101
$ 52000 % 225000 3 264,305 $ 150,597

The accompanying notes to financial statements are an integral part of these statements.




FOX, REUSCH & CO., INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30,

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)
Adjustments to reconcile net income (loss) to net
cash provided/(required) by operating activities
Depreciation
Deferred income taxes
(Increase) decrease in:
Cash segregated for the exclusive benefit of customers
Accounts receivable
Income tax receivable
Prepaid expense
Securities cwned
Increase {decrease) in:
Accounts payable, accrued expenses and other liabilities

NET CASH PROVIDED/{REQUIRED) BY OPERATING ACTIVITIES

CASH FLOWS ( REQUIRED) BY INVESTING ACTIVITY
Purchases of equipment

CASH FLOWS PROVIDED BY FINANCING ACTIVITIES
Proceeds from officer loan
Additional capital contributions
NET CASH PROVIDED BY FINANCING ACTIVITIES
INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

Interest paid

income taxes paid

Page &

2008 AND 2007
JUNE 30, JUNE 30,
2008 2007
$ 50,101 $ (78,767)
3,185 3,335
13,952 (17,980)
(535) (493)
83 3,417
525
(1,199) 3,700
4,740 66,990
(4,258) 4,725
66,069 (14,548)
(4,096)
100,000
25,000
125,000
61,973 110,452
319,291 208,839
$ 381,264 $ 319,291
$ 5023 $ 2,121
$ $

The accompanying notes to financial statements are an integral part of these statements.
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FOX, REUSCH & CO., INC.
STATEMENT OF CHANGES IN SUBORDINATED BORROWINGS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

Subordinated borrowings at July 1, 2006 $

Increases:
Issuances of subordinated note 100,000

Subordinated borrowings as of June 30, 2007 100,000
Increases

Decreases

Subordinated borrowings as of June 30, 2008 $ 100,000

The accompanying notes to financial statements are an integral part of these statements.
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FOX, REUSCH & CO., INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

Note A Significant Accounting Policies

Description of business. Fox, Reusch & Co., Inc. (the Company), an Ohio Corporation, provides brokerage
services specializing in the trading of municipal securities.

Accounting methed. The accounts of the Company are maintained on the accrual basis of accounting.
Security transactions and related revenue and expense are recognized based on the trade date basis,
regardless of when the transactions are settled.

Accounting 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 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 may differ from those estimates.

Cash and cash equivalents. Cash and cash equivalents consist of demand deposits held by banks and
money market funds invested in short term investments. Cash segregated under federal securities
regulation for the benefit of customers is not included as a cash equivalent item.

Securities owned. Securities owned are valued at market value. Some of these securities are not readily
marketable but are valued at estimated fair value as determined by management. The resulting differences
between cost and market (or estimated fair value) are included in income.

Concentrations of credit risk. Cash deposits are insured up to $100,000 by the federal deposit insurance
corporation. Cash deposits were $286,661 in excess of the insured amount as of June 30, 2008.

Note B Cash Segreqgated Under Federal Requlations

Cash of $39,070 has been segregated in a special reserve bank account for the benefit of customers under
Rule 15¢3-3 of the Securities and Exchange Commission.

Note C Securities Owned

Securities owned consist of trading securities at quoted market value or at estimated fair value as
determined by management. Following is a summary of these investments as of June 30, 2008 and 2007.

2008 2007
Corporate stocks and other $ 39,825 $ 44565
Note D Income Taxes

The Company files annual tax returns based on calendar year income rather than book income which is
| reported on a fiscal year basis. Temporary differences giving rise to the deferred tax asset of $29,933 and
$43,885 for 2008 and 2007 consist of unused net operating loss carryforwards of $185,550 and $250,117 for
the years then ended that may be applied against future taxable income and that expire in the years 2024
through 2028. The allocation of income tax expenses (benefits) is as follows for the years ended June 30:

| 2008 2007
| Deferred local $ 5391 3 (2,423)
Deferred federal 8,561 (15,557)

$ 13962  § _(17.980)
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FOX, REUSCH & CO., INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008 AND 2007

Note D Income Taxes (Continued)

The 2008 deferred tax is reduced by a $4,300 valuation allowance. Management believes the valuation
allowance is necessary due to a short carryforward period for local income tax.

Note E Note Payable, Officer

The Company has borrowed $100,000 from its majority shareholder in November of 2006. This note is
subordinated to the claims of general creditors and matures on December 30, 2016, Interest is payable at
the rate of 5% per year.

Note F Commitments

The Company is committed under an operating lease for the rental of office space. Annhual payments under
these agreements are shown below:

For the years ending June 30

2009 $ 354
2010 35,431
2011 5,905

Rental expenses for the years ended in 2008 and 2007 were $39,486 and $39,284 respectively.

Note G Net Capital Requirements

The Company is required to maintain a minimum net capitat by SEC Rule 15¢3-1. Net capital required under
the rule is the greater of $250,000 or 6-2/3% of the aggregate indebtedness of the Company. On June 30,
2008, the Company had net capital of $446 597, which was $196 597 in excess of its required net capital of
$250,000.

Note H Financial Instruments With Off-Balance Sheet Risk

| As a securities broker and dealer, the Company is engaged in various securities trading, brokerage and
clearing activities serving a diverse group of institutional and individual investors and other brokers and
dealers. A substantial portion of the Company’s transactions are collateralized and are executed with and on

’ behalf of its clients. The Company's exposure to credit risk associated with nonperformance of these clients
in fulfilling their contractual obligations pursuant to securities transactions can be directly impacted by volatile

} trading markets, which may impair the client's ability to satisfy their obligations to the Company.

|

|

The Company does not anticipate nonperformance by clients or counterparties in the above situations. The
Company’s policy is to monitor its market exposure and counterparty risk. In addition, the Company has a
policy of reviewing as considered necessary, the credit standing of each client and counterparty with which it
conducts business.

Note | Related Party Transactions

A substantial portion of the Company's revenues are derived from related individuals and entities partially
owned by related individuals. During the years ended June 30, 2008 and June 30, 2007, security sales to
related individuals and entities were approximately 90% and 86% respectively of all security sales. In
addition, certain overhead costs of the Company are reimbursed by these affiliated entities. The
reimbursement of overhead costs amounted to $45,600 and $65,800 in the years ended June 30, 2008 and
June 30, 2007 respectively.







FOX, REUSCH & CO., INC.
SUPPLEMENTARY INFORMATION
AS OF JUNE 30, 2008

COMPUTATION OF BASIC NET CAPITAL UNDER RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

Total stockholders equity from statement of financial condition

Deduct shareholders equity not
allowable for net capital

Total stockholders equity qualified for net capital

Add
Liabifities subordinated to claims of
general creditors

Total capital and allowable subordinated liabilities
Deductions and/or charges
Non allowable assets
Furniture and eguipment
Deferred tax asset
Prepaid expenses and other
Net capital before haircuts on securities position
Haircuts on securities
State and municipal securities

Corporate stocks and warrents

Undue concentration

Net capital

6,249
29,933
1,218

5,974

5,974
737

$ 390,708

390,708

100,000

490,708

37,400

453,308

6.711

3 446,597

Page 9
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FOX, REUSCH & CO., INC.
SUPPLEMENTARY INFORMATION
AS OF JUNE 30, 2008

COMPUTATION OF BASIC NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION (CONTINUED)

AGGREGATE INDEBTEDNESS
lterns included in statement of financial condition
Accounts payable and accrued expenses $ 6,851

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS

Minimum net capital required $ 457
Minimum dollar net capital requirement 3 250,000
Excess net capital $ 196,597
Excess net capital at 1000% 3 445 911
Percentage of aggregate indebtedness to net capital 2%

RECONCILIATION WITH COMPANY'S COMPUTATION
Net capital per unaudited broker dealer computation $ 446,597
Net (increase)/decrease in non-allowable assets 13,952
Net (increase)/decrease in haircuts

Net post audit financial statement adjustments (13,952)

Net capital per audited financial statements 3 (446.597)
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FOX . REUSCH & CO. INC.
SUPPLEMENTARY INFORMATION
AS OF JUNE 30, 2008

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3

CREDIT BALANCES
Free credit balances and other credit
balances in customers security accounts $
Customers securities failed to receive
Credit balances in firm accounts which are
attributable to principal sales to customers

Total credits 3

DEBIT BALANCES
Debit balances in customers cash accounts
excluding unsecured accounts and accounts
doubtful of collection net of deductions
pursuant to Rule 15¢3-3 $
Failed to deliver of customers securities
not older than 30 days

Total 15¢3-3 debits $
RESERVE COMPUTATION
Excess of total debits over total credits $
Required deposit $
Amount held on deposit in "Reserve Bank Account” 39,070
Excess deposit 3 39,070
RECONCILIATION

Note-No material difference exists between the above schedule which is based on the
accompanying financial statements and the unaudited schedule filed in Part il of the FOCUS
report.




FOX REUSCH & CO., INC.
SUPPLEMENTARY INFORMATION
AS OF JUNE 30, 2008

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS FOR
BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3

Market Value and Number of lems of:

1. Customers fully paid securities and excess margin securities not in the
respondent’s possession or control as of the audit date (for which instructions to
reduce to possession or control had been issued as of the audit date) but for which
the required action was not taken by respondent within the time frames specified
under Rule 15¢3-3.

Number of tems:

2. Customer's fully paid securities and excess margin securities for which instructions
to reduce to possession or control had not been issued as of the audit date,
excluding items arising from "temporary lags which result from normal business
operations” as permitted under Rule 15¢3-3.

Number of ltems

Page 12

NONE

NONE

NONE

NONE




FOX, REUSCH & CO,, INC.

INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5
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ANDREW, LITTNER LLC.

CERTIFIED PUBLIC ACCOUNTANTS

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

Board of Directors
Fox Reusch & Co., Inc.
Cincinnati, Chio

In planning and performing our audit of the financial statements of Fox Reusch & Co., Inc. (the
Company) as of and for the year ended June 30, 2008, 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 contral. Accordingly, we do not express an opinion on the effectiveness on the Company's
internal control.

| Also, as required by rule 17a-5(g){1) of the Securities and Exchange Commission (SEC), we

‘ have made a study of the practices and procedures followed by the Company, including consideratian of control
activities for the 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 the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under Rule 17a-3(a)(11) and the reserve required by Rule 15¢3-3(e).

2. Making the quarterly securities examination, counts, verifications, and comparisons and the
recordation of differences required by Rule 17a-13,

3. 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

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3

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 preparation of financial statements in accordance with generally
accepled accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed
in the preceding paragraph.

2368 VICTORY PARKWAY, SUITE 100 - CINCINNATI, OHIO 45206-2810
PHONE: (513) 281-0555 FAX: (513) 281-4616 E-MAIL:  accountanis@andrewlittner.com




Board of Directors -2-

Because of inherent imitations in internal control or the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, 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.

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 material misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of contral deficiencies, that
adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data reliability in
accordance with generally accepted accounting principles such that there is more than remote likelihood that a
misstatement of the entity's financial statements thatis mare than incoensequential will not be prevented or detected
by the entity’s internat control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that result
in more than a remote likelihood that a material misstaternent of the financial statement 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 all 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 above. Due to the size of the Company and the limited personnel
involved, it is not possible to have a system of internal control that would exist in a larger organization. This
condition was considered in determining the nature, timing and extent of the procedures to be performed in our
audit of the financial statement of Fox Reusch & Co., Inc. for the year ended June 30, 2008, and this report does not
affect our report thereon dated August 25, 2008,

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 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 procedures were adequate at June
30, 2008, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC 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
those specified parties.

Ausnaw, kitin lrc

Certified Public Accountants

Cincinnati, Ohio
August 25, 2008




