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A. REGISTRANT IDENTIFICATION
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Salmin, Celona, Wehrle & Flaherty, LLP

(Name —if individual, state last, first, middle name)

1170 Chili Avenue Rochester NY 14624
(Address) ‘ (City) (State) (@ip Code)

CHECK ONE:

[ X ] Certified Public Accountant
[ ] Public Accountant
[ ] Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public
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OATH OR AFFIRMATION

I, Daniel Kanter, swear (or affirm) that, to the best of my knowledge and belief the accompanying Statements
of Financial Condition pertaining to the firm of Monroe Securities, Inc., as of December 31, 2008, 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.

. N
<MATe of ¢ TLUnvalS Signature
LouNty of : CooK
SUBSCRIBED AND SWORN TO BEFORE ME )

s LT DAY or TEBRUARY | &mq. President
ev  DANIEL KANTER Title
adgowste Uclipdas

Notary 1\’ublic

This report contains (check all applicable boxes):

[x] (a) Facing Page.

[x] (b) Statements of Financial Condition.

[1 (c) StatementsofIncome.

(d) Statements of Cash Flows.

(¢) Statements of Changes in Shareholders’ Equity.

() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant To Rule 15¢3-3.

(i) Information Relating to Possession or Control Requirements Under Rule 15¢3-3.

(j) 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.

[ 1 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to
methods of consolidation.

[x] (@) An Oath or Affirmation.

[ ] (m) A copy of the SIPC Supplemental Report.

[1] (n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of
the previous audit.

[1 (o) Independent Auditors’ Reporton Internal Control Required by SEC Rule 17a-5.

~
—

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



SALMIN, CELONA, WEHRLE & FLAHERTY, LLP

CERTIFIED PUBLIC ACCOUNTANTS

1170 CHILI AVENUE ¢ ROCHESTER, NY 14624-3033
585 /279 / 0120 » FAX 585 / 279 / 0166 ® EMAIL postmaster@scwf-cpa.com

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholders
Monroe Securities, Inc.

We have audited the accompanying statements of financial condition of Monroe Securities, Inc. as of
December 31,2008 and 2007 that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of
1934. These statements of financial condition are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these statements of financial condition based on our audits.

We conducted our audits 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 statements of financial condition are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the statements 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 financial condition presentation. We believe that
our audits of the statements of financial condition provide a reasonable basis for our opinion.

In our opinion, the statements of financial condition referred to above present fairly, in all material respects,
the financial position of Monroe Securities, Inc. as of December 31, 2008 and 2007, in conformity with
accounting principles generally accepted in the United States of America.

Monroe Securities, Inc. is a 100% owned subsidiary of Monroe Securities Holdings, Inc.

VNS URENIY WAL Y. W Y.

Salmin, Celona, Wehrle & Flaherty, LLP
February 19, 2009
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Members of the American Institute of Certified Public Accountants



MONROE SECURITIES, INC.
STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2008 AND 2007

ASSETS
2008
Cash $ 78,085
Receivable from brokers and dealers 673,638
Securities in firm account, at fair value 1,512,257
Due from affiliates 111,171
Property and equipment, net 153,237
Restricted deposits 100,000
Other assets 1,089
Goodwill 4,783,873
Total assets $ 7,413,350

LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities:
Accounts payable and other liabilities $ 153,404
Securities sold but not yet purchased, at fair value 94,091
Deferred lease incentive 93,047
Total liabilities 340,542
Shareholders' equity:
Common stock, par value $.02 per share; authorized 1,000,000
shares; issued and outstanding 383,888 shares 7,678
Capital in excess of par value 8,800,600
Retained deficit (1,735,470)
Total shareholders' equity 7,072,808

Total liabilities and shareholders' equity $ 7,413,350

See accompanying notes to statements of financial condition

2

2007

$ 42,264
719,351
1,913,558
57,447
181,481
100,000
2,048

4,783,873

$ 7800022

$ 66,989
111,316

105,311

283,616

7,678
8,800,600

(1291,872)
7,516,406

s 7800022



MONROE SECURITIES, INC.
NOTES TO STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2008 AND 2007

THE COMPANY

Monroe Securities, Inc. is a securities broker/dealer engaged in the purchase and sale of securities,
which executes transactions and introduces them to a Clearing Broker, a New York Stock Exchange
Member Firm, on a fully disclosed basis. The Company also provides investment banking services
and is a wholly owned subsidiary of Monroe Securities Holdings, Inc.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Receivable from Brokers and Dealers - The Company has a receivable that arose from trading
activity with its Clearing Broker. Losses from uncollectible receivables shall be accrued when it is
probable that a receivable is impaired and the amount of the loss can be reasonably estimated. As of
the date of the financial statements, management believes that neither of these conditions exist with
regard to receivables and, as such, an allowance for doubtful accounts has not been established.

Securities in Firm Account - Securities in firm account are recorded at fair value in accordance with
FASB Statement No. 157 and consist primarily of corporate stocks that are transacted in thinly
traded markets.

Property and Equipment - Property and equipment are recorded at cost. Depreciation is computed
using the straight-line method over the estimated useful lives of the assets which range from 5 to 39

years.

Restricted Deposits - Restricted deposits represent the minimum balances required to be maintained
“n a restricted collateral account pursuant to an agreement between the Company and its Clearing
Broker.

Goodwill - Goodwill represents the excess of the cost of the net assets acquired over the fair value of
the net assets at the date of acquisition. Goodwill is not being amortized, but is tested from time to
time, if deemed necessary, for potential impairment. As of December 31, 2008 and 2007, testing
resulted in no impairment. None of the amount allocated to goodwill will be amortized for tax

purposes.

Income Taxes - The Company has elected to be taxed asa Qualified Subchapter S Subsidiary with its
parent, Monroe Securities Holdings, Inc. Under those provisions, the Company does not pay federal
or state income taxes on its taxable income. The Company’s income will be reported with its parent
and then taxed on the individual income tax returns of the shareholders of Monroe Securities
Holdings, Inc. However, certain states do impose an entity-level tax on the Company.

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 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 could differ from those estimates.




MONROE SECURITIES, INC.
NOTES TO STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2008 AND 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Risks and Uncertainties - Cash is maintained in bank deposit accounts which, at times, may exceed
federally insured limits. The Company has not experienced any losses in such accounts and believes
it is not exposed to any significant credit risk on cash. The Company is also subject to credit risk
through its receivable. Credit risk with respect to this receivable is minimized as certain losses are
insured by SIPC and excess SIPC coverage. Investment securities are exposed to various risks, such
as interest rate, market and credit risks. The credit risk is minimized as the investment securities are
insured against certain losses by SIPC and excess SIPC coverage. Due to the level of risk associated
with certain investment securities, it is at least reasonably possible that changes in the values of
investment securities will occur in the near term and that such changes could materially affect the
amounts reported in these financial statements.

FAIR VALUE MEASUREMENT

During 2008, the Company adopted the Financial Accounting Standards Board Statement of
Financial Accounting Standards No. 157, Fair Value Measurements (FASB Statement No. 157).
FASB Statement No. 157 defines fair value, establishes a framework for measuring fair value and
establishes a fair value hierarchy which prioritizes the inputs to valuation techniques. Fair value is
the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. A fair value measurement assumes that the
transaction to sell the asset or transfer the liability occurs in the principal market for the asset or
liability or, in the absence of a principal market, the most advantageous market. Valuation
techniques that are consistent with the market, income or cost approach, as specified by FASB
Statement No. 157, are used to measure fair value. There was no material effect on the financial
statements as a result of adopting this new standard.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into
three broad levels:

. Level 1 inputs are quoted prices in active markets for identical assets or liabilities the
Company has the ability to access.

. Level 2 inputs are inputs other than quoted prices that are observable for the asset or
liability, either directly or indirectly.

o Level 3 are unobservable inputs for the asset or liability and rely on management’s own
assumptions about the assumptions that market participants would use in pricing the asset
or liability.

The following table presents the Company’s fair value hierarchy for those assets and liabilities
measured at fair value on a recurring basis as of December 31, 2008.

Level 1 Level 2 Level 3 Total
Assets:
Securities in firm account $1.414,846 §$ 97411 § - $1.512.257
Liabilities:
Securities sold but not yet purchased $ 94,091  § - $ - § 94091
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MONROE SECURITIES, INC.
NOTES TO STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2008 AND 2007

PROPERTY AND EQUIPMENT

Property and equipment consists of the following at December 31:

2008 2007
Computer equipment, furniture and fixtures $ 183,562 $ 176,641
Software 37,488 37,488
Leasehold improvements 72,715 72,715
293,765 286,844
Less: Accumulated depreciation 140,528 105,363

$ 153237 § 181,481

NET CAPITAL REQUIREMENTS

The Company is subject to the requirements of Rule 15¢3-1, the net capital rule, under the Securities
Exchange Act of 1934. On December 31,2008, the Company had net capital of $1,289,643 againsta
net capital requirement of $1,000,000. The Company’s aggregate indebtedness to net capital ratio
was .1911to 1.

EMPLOYEE BENEFITS

The Company maintains a SIMPLE-IRA Plan for its employees. Employees may defer a percentage
of their compensation up to certain IRS limits. The Company’s contribution to the plan is up to 3%
of each participant’s compensation.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

As discussed in Note 1, the Company executes transactions and introduces them to a Clearing Broker
on a fully disclosed basis. The Company’s exposure to credit risk pursuant to securities transactions
can be directly impacted by volatile trading markets. The Company’s policy is to monitor its market
exposure risk.

COMMITMENTS

The Company has a lease agreement for its office in Chicago, Illinois. As a security deposit for the
lease, the Company obtained a letter of credit in the amount of $165,000. The lease agreement began
on January 1, 2007, entitled the Company to an abatement of rent for the first ten months, expires on
July 31,2016, and requires the Company to make the following annual base rental payments over the
next five years:

2009 $75,123
2010 $77,333
2011 $79,542
2012 $81,752
2013 $83,961

The abated rent has been recorded as deferred lease incentive and had a total value of $117,580,
which will offset rent expense over the term of the lease on a straight-line basis. The lease
agreement also requires the Company to make additional rental payments equal to their share of the
common area and property tax costs on a monthly basis. As of January 1, 2009, the additional

monthly rental payment totaled $6,224.



MONROE SECURITIES, INC.
NOTES TO STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2008 AND 2007

COMMITMENTS, Continued

Monroe Securities Holdings, Inc. (MSHI) has four notes payable. Two of the notes require monthly
payments in aggregate of $50,000, including interest at a variable rate, and mature on December 31,
5013. The other two notes bear interest at a variable rate, require quarterly payments based upon the
revenue of the Company and mature on December 31, 2013. Based on the current level of revenue,
it is anticipated that quarterly payments of interest only will aggregate approximately $18,000 and
that cash disbursements from the Company to MSHI will be a source of funds to meet the debt
service requirements. Acquisition indebtedness on the books of MSHI totaled $2,809,269 and
$3,273,711 as of December 31, 2008 and 2007, respectively.

The Company does not guarantee the debt nor has it pledged any assets. However, the outstanding
common stock of the Company has been pledged by MSHI as collateral in connection with the notes
payable discussed above.
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