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To the Officers and Stockholder of

Merrimac Corporate Securities Inc

In planning and performing our audit of the financial statements of Merrimac Corporate

Securities Inc as of and for the year ended September 30 2008 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys

internal control over fmancial reporting as basis for designing our auditing procedures for

the purpose of expressing our opinion on the fmancial statements but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5gl and of the Securities and Exchange Commission

SEC we have made study of the practices
and procedures followed by the Company

including consideration of control activities for safeguarding securities The study included

tests of such practices and procedures that we considered relevant to the objectives stated in

rule 7a-5g in making the periodic computations of aggregate indebtedness and net capital

under rule 7a-3a 11 and for determining compliance with the exemptive provisions
of

rule 5c3-3 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

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining system of

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 SECs 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 managements authorization and recorded properly to permit the preparation

of fmancial statements in accordance with generally accepted accounting principles Rule

7a-5g lists additional objectives of the practices
and procedures listed in the preceding

paragraph



Because of the inherent limitations in internal control or the practices and procedures referred

to above errors 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

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect misstatements on timely basis significant deficiency is control or

combination of control deficiencies that adversely affects the entitys ability to initiate

authorize record process or report fmancial data reliably in accordance with generally

accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys fmancial statements that is more than inconsequential will not be

prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented or detected by the entitys internal control

Our consideration of the 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 identif any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined above

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 material inadequacy for such purposes Based on this understanding and on our

study we believe that the Companys practices and procedures as described in the second

paragraph of this report were adequate at September 30 2008 to meet the SECs objectives

This report is intended solely for the information and use of the management the SEC the

Financial Industry Regulatory Authority FINRA and other regulatory agencies which rely on

Rule 7a-5g under the Securities and 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

MARKS PANETH SHRON LLP

New York New York

November 21 2008
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MERRIMAC CORPORATE SECURITIES INC

SEPTEMBER 30 2008

OATH AFFIRMATION

Mark Thomes swear or affirm that to the best of my knowledge and belief the accompanying financial

statements and supporting
schedules pertaining to the firm of Merrimac Corporate Securities Inc as of

September 302008 are true and correct finther 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

customer except as follows

Exceptions

Officer Notary Public
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MERRIMAC CORPORATE SECURITIES INC
STATEMENT OF FINANCIAL CONDITION
SEPTEMBER 30 2008

ASSETS

Current Assets

Cash and cash equivalents 46268

Clearing deposits 32063

Commissions receivable 10944

Income tax receivable 10938

Employee loans receivable 14700

TOTAL CURRENT ASSETS 114913

TOTALASSETS 114913

LIABILITIES AND STOCKHOLDERS EQUITY

Current Liabilities

Accounts payable 9097

Commissions and salaries payable 68963

TOTAL CURRENT LIABILITIES 78060

COMMITMENTS AND CONTINGENCIES

TOTAL STOCKHOLDERS EQUITY 36853

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 114913

The accompanying notes are an integral part of these financial statements
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MERRIMAC CORPORATE SECURITIES INC
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30 2008

Note Organization

Merrimac Corporate Securities Inc the Company was incorporated in New Hampshire on

October 21 1993 for the purpose of conducting business as broker/dealer in securities The

Company is registered with the Securities and Exchange Commission SEC and is member of the

Financial Industry Regulatory Authority FINRA

The Company has clearing agreement with third-party reintroducing broker Penson Financial

Services Inc on fully disclosed basis Therefore the Company does not carry securities accounts

for customers or perform custodial functions

Note Significant Accounting Policies

Revenue Recognition

Securities transactions and related revenue and expense are recorded on settlement basis

generally the third business day after trade date for securities and one business day for options

Other items such as open trades not yet recorded because of terms ofdelivery and contingencies

of reasonably definite nature would make no material change in the foregoing statement

Basis of Accounting

The financial records of the Company are maintained on the accrual basis of accounting which

recognizes income when earned and expenses when incurred The Company prepares its income tax

returns on this basis

Use of 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

certain reported amounts of assets and liabilities and disclosures of contingent assets and liabilities

at the date of financial statements and the reported amounts of revenues and expenses during the

reporting period Actual results could differ from those estimates

Advertising Costs

The Company expenses advertising costs as incurred For the year ended September 30 2008

advertising expenses amounted to $8146

-5-



MERRIMAC CORPORATE SECURITIES INC
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30 2008

Note Si2nificant Accounting Policjes continued

Cash and Cash Equivalents

Cash and cash equivalents include highly liquid debt instruments purchased with maturity of three

months or less

Credit Risk

The Company maintains cash balances at two financial institutions Accounts are insured by the

Federal Deposit Insurance Corporation up to $250000

The Company maintains accounts with stock brokerage finn The accounts contain cash and

securities Balances are insured up to $500000 with limit of$1 00000 for cash by the Securities

Investor Protection Corporation

Note Net Capital Requirements

The Company is subject to the Securities and Exchange CommissionUniform Net Capital Rule

Rule 5c3- which requires the maintenance of minimum net capital at an amount equal to the

greater of $5000 or 62/3 percent of aggregate indebtedness and requires that the ratio of aggregate

indebtedness to net capital not exceed 15 to

At September 30 2008 the Company had excess net capital of$601 and net capital ratio of 6.96

to

Note Financial Instruments with Off-Balance Sheet Credit Risk

As securities broker the Company is engaged in buying and selling securities for diverse group

of institutional and individual investors The Company introduces those transactions for clearance to

another broker/dealer on fully disclosed basis

The Companys exposure to credit risk associated with nonperformance of customers in fulfilling

their contractual obligations pursuant to securities transactions can be directly impacted by volatile

trading markets which may impair the customers ability to satisf their obligations to the Company
and the Companys ability to liquidate the collateral at an amount equal to the original contracted

amount The agreement between the Company and its clearing broker provides that the Company is

obligated to assume any exposure related to such non-performance by its customers The Company
seeks to control the aforementioned risks by requiring customers to maintain margin collateral in

compliance with various regulatory requirements and the clearing brokers internal guidelines The

Company monitors its customers activity by reviewing information it receives from its clearing

broker on daily basis and requiring customers to deposit additional collateral or to reduce

position when necessary
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MERRIMAC CORPORATE SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30 2008

Note Related Party Transactions

During the year ended September 30 2006 the Company entered into branch license agreement

with related party the Licensee Under this agreement the Licensee will conduct its business

as securities broker solely through the Company The licensee receives 95 percent of its

commission revenue after deducting any costs advanced by the Company for the execution of trades

such as clearing charges rate deduction of four percent will be imposed if any legal matter of the

Licensee through the Company results in claims greater than $100000 For the year ended

September 30 2008 branch license fees of approximately $1277092 have been paid to the

Licensee

Note Income Taxes

The Company is corporation and is subject to federal and state taxes

The Companys net deferred tax asset at September 30 2008 is approximately $13300 primarily

due to net operating loss carryforward The deferred tax asset is reduced by valuation allowance

when in the opinion of management it is more likely than not that some portion or the entire

deferred tax asset will not be realized At September 30 2008 in the opinion of management full

valuation allowance of $13300 was recorded and offset against the deferred tax asset

The components of the income tax expense benefit are as follows

Current tax expense benefit 16720
Deferred tax expense

Benefit for income taxes $16720

The Company has available at September 30 2008 net operating loss carryforwards which may

provide future tax benefits expiring as follows

Year of Expiration
Federal State

2021 1660

2022 5071

2023 1461

2025 40205

2027 12040 12040

2028 33697 33697

NOL Carryforwards 53929 85942
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MERRIMAC CORPORATE SECURITIES INC
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30 2008

Note Commitments and Contin2encies

Office Lease

The Company is currently leasing office space on month-to-month basis at $300 per month

During the year ended September 30 2008 rent expense was $3531

Contingencies

FINRA conducted an investigation into the Companys archiving policy relating to e-mails and its

written policies concerning variable annuity activities FTNRA has indicated its intent to bring an

enforcement action against the Company The Company is vigorously contending the matter

Outside counsel for the Company stated that at this time is it is premature to project the likely

outcome of the matter Due to the uncertainty of the amount of the fine no amount was accrued in

the accompanying financial statements as of September 30 2008

The Company is defendant in claim filed by noncustomer for being involved in fraudulent

transfer of assets from an affiliate company Outside counsel for the Company has advised that

nothing of material importance has transpired with this claim since 2006 and therefore he cannot

offer an opinion as to the probable outcome The Company believes there is remote possibility that

its assets will be impaired or liability recorded due to this claim As such no amounts have been

accrued as of September 30 2008 for this claim
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MERRIMAC CORPORATE SECURITIES INC

STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2008

copy of the Companys Statement of Financial Condition as of September 30 2008 pursuant to SEC Rule

7a-5 is available for examination at the Companys office and at the regional office of the Financial Industiy

Regulatory Authority FINRA

INDEPENDENT AUDITORS REPORT

To the Officers and Stockholder of Merriinac Corporate Securities Inc

We have audited the accompanying statement of financial condition of Merrimac Corporate Securities Inc as of

September 30 2008 This financial statement is the responsibility of the Companys management Our

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 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 examining on

test basis evidence supporting the amounts and disclosures in the statement of financial condition An audit

also includes assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall statement of fmancial condition presentation We believe that our audit provides

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 Merrimac Corporate Securities Inc as of September 30 2008 in conformity with

accounting principles generally accepted in the United States of America

/1a/

MARKS PANETH SHRON LLP

New York New York

November 21 2008
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MERIUMAC CORPORATE SECURITIES INC

STATEMENT OF INCOME

FOR THE YEAR ENDED SEPTEMBER 30 2008

Revenues

Commission income 2144412

Other income 53207

Total Revenues 2197619

Expenses

Payroll and related expenses

Salaries and wages 667572

Payroll taxes 51972

Payroll processing fees 1950

Total payroll and related expenses 721494

Commission expenses 1277092

Clearing charges and fees 57784

Regulatory fees and expenses 36045

Other operating expenses 139551

Total Expenses 2231966

Loss from operations before income taxes benefit 34347

Income taxes benefit 16720

Net Loss 17627

The accompanying notes are an integral part of these financial statements
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MERRIMAC CORPORATE SECIJBITIES INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

FOR THE YEAR ENDED SEPTEMBER 30 2008

Retained Total

Balance October 12007

Net loss

Balance September 30 2008

Common Additional

_________________
Paid-In-Capital

10000

10000

The accompanying notes are an integral part of these financial statements

Earnings

DeficitStock

44253

44253

Stockholders

Equity

227 54480

17627 17627

17400 36853
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MERRIMAC CORPORATE SECURITIES INC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30 2008

Cash Flows From Operating Activities

Net loss 17627

Adjustments to reconcile net loss to net cash

used in operating activities

Increase in clearing deposits 8719
Decrease in commissions receivable 5779

Increase in income tax receivable 10938
Increase in employee loan receivable 4459
Increase in accounts payable 9097

Decrease in commissions and salaries payable 61736

Total adjustments 70976

NET CASH USED IN OPERATING ACTWITIES 88603

Cash Flows From Financing Activities

Cash Flows From Investin2 Activities

Net decrease in cash and cash equivalents 88603

Cash and cash equivalents October 2007 134871

Cash and cash equivalents September 30 2008 46268

Supplemental Disclosures of Cash Flow Information

Cash paid during the year for

Interest

Income taxes paid

The accompanying notes are an integral part of these fmancial statements
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MERIUMAC CORPORATE SECURITIES INC

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO CLAIMS OF CREDITORS

FOR THE YEAR ENDED SEPTEMBER 30 2008 ________________

The above named broker dealer is on fully disclosed basis and is exempt from this rule
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MERRIMAC CORPORATE SECURITIES INC
STATEMENT OF NET CAPITAL PURSUANT TO SEC RULE 15C3-1

SEPTEMBER 30 2008

TOTAL ASSETS 114913

LESS TOTAL LIABILITIES 78060

NET WORTH 36853

ADD SUBORDiNATED LOANS

ADJUSTED NET WORTH 36853

LESS NON-ALLOWABLE ASSETS 25638

CURRENT CAPITAL 11215

LESS HAIRCUTS ___________

NETCAPITAL 11215

REQUIRED NET CAPITAL 5204

EXCESS CAPITAL 6011

CAPITAL RATIO

TOTAL LIABILITIES 78060

AGGREGATE INDEBTEDNESS 78060

AGGREGATE iNDEBTEDNESS 78060

DIVIDED BY NET CAPITAL 11215

CAPITAL RATIO 696%
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MERRIMAC CORPORATE SECURITIES INC

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENT

PURSUANT TO RULE 15C3-3

FOR THE YEAR ENIED SEPTEMBER 30 2008 ______________

The above named broker dealer is on fully disclosed basis and is exempt from this rule
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MER1UMAC CORPORATE SECURITIES INC

INFORMATION RELATING TO THE POSSESSION OF CONTROL REQUIREMENT

PURSUAT TO RULE 15C3-3

FOR THE YEAR ENDED SEPTEMBER 302008

The above named broker dealer does not hold any cash or securities at anytime for customers since it is on fully disclosed

basis and is exempt from this rule
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MERRIMAC CORPORATE SECURITIES INC

RECONCILIATION OF THE COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1

AND THE COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS

UNDER EXHIBIT OF RULE 15C3-3

FOR THE YEAR ENDED SEPTEMBER 30 2008

The above named broker dealer is on fully disclosed basis and is exempt from this rule
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MERBIMAC CORPORATE SECURmES INC
RECONCILIATION BETWEEN THE AUDITED AND IJNAUDITED STATEMENT OF FINANCIAL

CONDITION WITH RESPECT TO METHODS OF CONSOLIDATION

FOR THE YEAR ENDED SEPTEMBER 302008

The broker dealer is corporation which does not have any parent corporation Therefore no consolidated report exists with no reconciliation

of statement of financial condition
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MERRIMAC CORPORATE SECURITIES INC

STATEMENT REGARDING AUDITED AND UNAIJDITED REPORTS

SEPTEMBER 30 2008

Please be infomed that we made review of the Form X-17a-5 Part HA unaudited and that no material differences existed

between the audited form X-17A-5 Part Ill and the Form X-17A-5 Part 11A

LL4

MARKS PANETH SRRON LLP
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MERIUMAC CORPORATE SECURITIES INC

REPORT DESCRIBING ANY MATERIAL INADEQUACIES FOUND TO EXIST OR FOUND TO
HAVE EXISTED SINCE THE DATE OF THE PREVIOUS AUDiT

FOR THE YEAR ENDED SEPTEMBER 302008

For the period October 2007 to November21 2008 we have made review of the financial activity of Merrimac Corporate Securities Inc

and found that no material inadequacies have existed or continue to exist from that period

MARKS PANETH SHRON LLP
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ThDEPENDENT AUDiTORS REPORT

To the Officers and Stockholder of Merrimac Corporate Securities Inc

We have audited the accompanying statement of fmancial condition of Merrimac Corporate Securities

Inc as of September 30 2008 and the related statements of income changes in stockholders equity and

cash flows for the year then ended that you are filing pursuant to rule 7a-5 under the Securities Exchange

Act of 1934 These fmancial statements are the responsibility of the Companys 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 fmancial statements are free of material misstatement An audit includes examining

on 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 flnanôial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the fmancial statements referred to above present fairly in all material respects the

fmancial position of Merrimac Corporate Securities Inc as of September 30 2008 and the results of its

operations and its cash flows for the year then ended in conformity with the accounting principles

generally accepted in the United States of America

Our audit was conducted for the purposes of fonning an opinion on the basic fmancial statements taken as

whole The information in the additional schedules is presented for purposes of analysis and is not

required part of the basic fmancials but is supplementary information required by Rule 17a-5 under the

Securities Act of 1934 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 whole

MARKS PANETH SHRON LLP

New Yorlç New York

November 21 2008
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MERIUMAC CORPORATE SECIJRJTIES INC
SEPTEMBER30 2008

Mark Thomes swear or affirm that to the best of my knowledge and belief the accompanying

financial statements and supporting schedules pertaining to the firm of Menimac Corporate Securities

Inc as of September 30 2008 are true and correct 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 customer except as follows

No Exceptions

Notary Public

OATH AFFIRMATION

Officer
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