: | . : P.1
FHB-DE-2009 15:16  FROM: A ocoisciedsse

L

09040214 —  _OMBAPPROVAL
SEL AVR B RLAT R VAT At 0Nt s 2k % s e e 1MISSION OMB Numbe[: 3235’01 23
Washington, D.C, 20549 Expirés:  February 28, 2010
Estimated average burden
ANNUAL AUD'TED REPORT hours perresponsse.. .... 12.00
B ‘ SEC FILE NUMBER _
ART 11l 8-.50501

. FACING PAGE
Iiformation Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING__ January 1, 2008 AND ENDING December 31, 2008
MM/DD/YY MM/DDIYY
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
ust be supported by a statement of facts and circumstances relied on as the basis Jor the exemption. See Section 240.17a-5 (e)(2)
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OATH OR AFFIRMATION

I, .. GChristopher E. Marks , swear (ar affirm) that, to the best of

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

_Marks, McBroom, Walston Securities, Inc. , 8§
of Decegl_)er: 31, ,2008 , are truc and corrcct, funhcr 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:

_None

x&guAfﬁaﬂa_J&zmwdéwzw

Notary Public

This report ** contaiii§ (chieck all applicable boxes):
] (a) Facing Page. -
(b)- Statement of Fmanclal Condition.
(c)--Statement of’] Income (LOSS)
(d) Statement.of Lash Fléwss - : - -
] (&) 'Statément 6f Changes in Stockholders’ Eqmty or Partners’ or Sole Proprietors’ Capital.
| (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. N
i. (g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,
(i) Information Relating to the Possessién or Control Requirements Under Rule 15¢3-3.
(j) A Reconciliation, in¢luding appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 énd the
- Computation for Determmatlon of the. Reserve Requirements Under Exhibit A of Rule 15¢3-3.
k) A Reconcnhatlon between the audlted and unaudited Statements of Financial Condmon -
()] An Oﬂth or Afﬁrmanon

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date ofthe prevxous audit:
e 'Y

**For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a'—'5(e)‘(3). _ .
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California Acknowledgment Form

State of Cali

County of fo{ld-l(m {A—FﬁAﬂA ‘ }SS'

:&6 2(‘,’ 7/004 before me, Efic minm Jatrece HW Posuc
personally appeared CH‘#[S’D?H’N— £ . are]j

who proved to me on the basis of satisfactory evidence to be the person¢s) whose na is/; ubscribed
to the within instrument and acknowledged to me that(the/stre/they executed the same in(hisjrepitheir au-
thorized capacity(ies); and that by(hisfherAteir signature¢syon the instrument the person¢s), or the entity
upon behalf of which the person(s) acted, executed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

v | Signature of Notary

2 £RIC MARTIN BARTELL C W te
2 Coun.# 1603419 o ErC AL
CAEER] NOTARY PUBLIC-CALIFORNIA U
SANTA BARBARA COUNTY =
My Comn. Exe. Sep1. 26, 2009 ¢ -

Notes

Please provide information about the document that this form is attached to.
+*+Thyjs is not required under California State notary public law.***

©2007 Golden State Notary, Inc. www.GoldenStateNotary.com (888) 263-1977



SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C.

MARKS, MCBROOM, WALSTON SECURITIES, INC.
ANNUAL AUDIT REPORT
DATE - DECEMBER 31, 2008
601 S. Figueroa Street

Suite 1750
Los Angeles, CA 90017



CONTENTS

PARTI

Report of Independent Auditor

Statement of Financial Condition

Statement of Operations

Statement of Changes in Stockholders’ Equity
Statement of Cash Flows

Notes to Financial Statements

SCHEDULE

Computation of Net Capital Pursuant to
Rule 15¢3-1

PART II

Statement of Internal Control

NN B WN =



Joseph Yafeh CPA, Inc.
A Professional Accounting Corporation
11300 W. Olympic Blvd., Suite 875
Los Angeles CA 90064
310-477-8150 ~ Fax 310-477-8152

REPORT OF INDEPENDENT AUDITOR

Board of Directors
Marks, McBroom, Walston Securities, Inc.
Los Angeles, CA

I have audited the accompanying statement of financial condition of Marks, McBroom,
Walston Securities, Inc. as of December 31, 2008 and related statements of operations,
cash flows, and changes in stockholders’ equity for the year then ended. These financial
statements are being filed based on Rule 17a-5 of the Securities Exchange Act of 1934
and include the supplemental schedule of the net capital computation required by rule
15c3-1. These financial statements are the responsibility of the Company’s management.
My responsibility is to express an opinion on these financial statements based on my
audit.

I conducted my audit in accordance with the auditing standards generally accepted in the
United States of America. Those standards require that I 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. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, such financial statements referred to above present fairly, in all material
respects, the financial condition of Marks, McBroom, Walston Securities, Inc. as of
December 31, 2008 and the results of its operations, cash flows and stockholders’ equity
for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

Los Angeles, California
February 25, 2009



MARKS, MCBROOM, WALSTON SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
December 31, 2008

ASSETS
Cash and cash equivalents $ 25233
TOTAL ASSETS $§ 25233

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES

Commissions payable 3,659
Loan to affiliated company 1,397
Taxes payable $ 1,800
TOTAL LIABILITIES 6,856

Stockholders' equity:
Common stock, no par value, 10,000 shares

authorized, 2,500 shares issued and outstanding 18,638
Additional paid in capital 28,824
Retained deficit (29,085)
TOTAL STOCKHOLDERS' EQUITY 18,377
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 25,233

See accompanying notes to financial statements
2



MARKS, MCBROOM, WALSTON SECURITIES, INC.

STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2008

REVENUES
Fees income - related company
Interest and dividend income
TOTAL REVENUES
OPERATING EXPENSES
Clearing fees
Commission expense
Bank service charge
TOTAL OPERATING EXPENSES
(LOSS) BEFORE TAX PROVISION

STATE INCOME TAX PROVISION

NET (LOSS)

See accompanying notes to financial statements
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$ 84,288
540

84,828

40,640

48,659
80

89,379

(4,551)

800

$ (5,351)



Balance, December
31, 2007

Distribution

Net (Loss)

Balance, December
31,2008

MARKS, MCBROOM, WALSTON SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

YEAR ENDED DECEMBER 31, 2008

Common
Stock Common Paid-In Retained
Shares Stock Capital Earnings Total
(Deficit)
2,500 $ 18,638 $ 28,824 $  (22,406) $ 25,056
(1,328) (1,328)
(5,351 (5,351)
2,500 $ 18,638 $ 28,824 $  (29,085) $ 18377

See accompanying notes to financial statements
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MARKS, MCBROOM, WALSTON SECURITIES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2008

Cash Flows from Operating Activities:

Net (loss) $ (5,351)
Changes in operating assets and liabilities:

Accrued liabilities 3,659

Loan from affiliated company 1,397

Taxes payable 800

Net cash provided in operating activities 505

Cash Flows from Investing Activities: 0

Cash Flows from Financing Activities:

Distributions | (1,328)
Net decrease in cash (823)
Cash and cash equivalents at beginning of year 26,056
Cash and cash equivalents at end of year $ 25,233

Supplemental Cash Flow Information

Cash paid for interest $ 0
Cash paid for income tax $ 800

See accompanying notes to financial statements
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MARKS, MCBROOM, WALSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Marks, McBroom, Walston Securities, Inc. previously known as Katz & Co.,
LTD (the Company), was incorporated on April 2, 1998 and is registered as a
broker-dealer in securities under the Securities and Exchange Commission SEC
Rule 15(b). The Company executes and clears all the transactions of an affiliate
company (a Registered Investment Advisor, “RIA”) through a clearing broker on
a fully disclosed basis and, accordingly, is exempt from the provisions of Rule
15¢3-3 under subparagraph K 2 ii.

Therefore, Marks, McBroom, Walston Securities, Inc. is exempt from provisions
under the SEC Rule 15¢3-3, Customer Protection — Reserves and Custody of
Security under Rule 15¢3-3 paragraph K 2 ii.

In addition, the Company is exempt from the Possession or Control Requirements
under Rule 15¢3-3 paragraph K 2 ii.

The Company has no operating revenue but exists exclusively for its RIA affiliate.
Clearing fees paid by the Company are reimbursed by the RIA. All other
operating and overhead expenses are paid by the RIA.

NOTE 2 - NET CAPITAL REQUIREMENTS

In accordance with the net capital provisions of Rule 15¢3-1 of the Securities and
Exchange Act of 1934, the Company is required to maintain a minimum net
capital as defined of $5,000. See page 7 for the net capital computation.

NOTE 3 - PROVISION FOR INCOME TAXES

The Company's fiscal year ends December 31, 2008. The provision for income
taxes for the year consists of the following:

State 800
80

:

NOTE 4 - USE OF ESTIMATES

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 disclosures 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.
6



MARKS, MCBROOM, WALSTON SECURITIES, INC.
COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT
TO RULE 15¢3-1
December 31, 2008

COMPUTATION OF NET CAPITAL

Total ownership equity from statement of financial condition $ 18,377
Nonallowable assets 0
NET CAPITAL $ 18,377

COMPUTATION OF NET CAPITAL REQUIREMENTS

Minimum net aggregate indebtedness -

6.67% of net aggregate indebtedness $ 457
Minimum dollar net capital required $ 5,000
Net Capital required (greater of above amounts) $ 5,000

EXCESS CAPITAL $ 13,377

Excess net capital at 1000% (net capital less 10% of
aggregate indebtedness) $ 17,691

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities $ 6,856
Percentage of aggregate indebtedness to net capital 37%
RECONCILIATION

The following is a reconciliation of the above net capital computation with the
Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):

Unaudited net capital $ 22,038
Accrue commissions payable (3,659)
Rounding 2)
Audited net capital $ 18,377

See accompanying notes to financial statements
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MARKS, MCBROOM, WALSTON SECURITIES, INC.
STATEMENT OF INTERNAL CONTROL
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Joseph Yafeh CPA, Inc.
A Professional Accounting Corporation
11300 W. Olympic Blvd., Suite 875
Los Angeles CA 90064
310-477-8150 ~ Fax 310-477-8152

REPORT OF INDEPENDENT AUDITOR
ON INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC Rule 17a-5

Board of Directors
Marks, McBroom, Walston Securities, Inc.
Los Angeles, California

In planning and performing my audit of the financial statements and supplemental
schedules of Marks, McBroom, Walston Securities, Inc. (the “Company”) for the year
ended December 31, 2008, I considered its internal control, including control activities
for safeguarding securities, in order to determine my auditing procedures for the purpose
of expressing my opinion on the financial statements and not to provide assurance on
internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
I have made a study of the practices and procedures followed by the Company including
tests of such practices and procedures that I considered relevant to the objectives stated in
Rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capital under Rule 17a-3 (a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does
not carry securities accounts for customers or perform custodial functions relating to
customer securities, I 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

2. 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 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



Board of Directors
Marks, McBroom, Walston Securities, Inc.
Los Angeles, California

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 generally accepted accounting principles. 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 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.

My consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which
the design or operation of the specific internal control components does not reduce to a
relatively low level the risk that error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions.
However, I noted no matters involving internal control, including control activities for
safeguarding securities that I consider to be material weaknesses as defined above.

I 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 my study, I believe that the Company's practices and procedures were adequate at
December 31, 2008 to meet the SEC's objectives.

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

Los Angeles, California
February 25, 2009



