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- OATH OR AFFIRMATION

I, Robert Peters : , swear (or affirm) that, to the best of
my kuowledge and belief the accompanymg financial statement and supportmg schedules pertaining to the firm of

.McMahan Securltles Co. L.P. , as

of . December 31 ,2008  , are true and correct. I further swear (or affirm) that

nelther the company nor any partner, proprietor, prmcxpal officer or dlrector has any proprietary interest in any account

classified solely as that of a customer, except as follows:
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hlS report ** contains (check all applicable boxes):

Xl (a) Facing Page o :

(b) Statement of F manc1al Condmon

(c) Statement of Income (Loss): R ' S :

(d) Statement of kammdiammtﬁmm:tx Cash Flows .

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

(f) Statemient of Changes in Liabilities. Subordmated to. Clanms of Credltors )

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requ1rements Pursuant to Rule 15¢3- 3

(i) Information Relating to the Possession or Control’ 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 copy-of the SIPC Supplemental Report.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Partners
McMahan Securities Co. L.P.

We have audited the accompanying statement of financial condition of McMahan Securities Co. L.P. (the
“Partnership”) as of December 31, 2008. This financial statement is the responsibility of the Partnership’s
management. Our responsibility is to express an opinion on this statement of financial condition based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Ametica as established by the American Institute of Certified Public Accountants. 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 consideration of internal 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 Partnership’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, 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 statement referred to above presents faitly, in all material respects, the financial
position of McMahan Secutities Co. L.P. as of December 31, 2008, in conformity with accounting principles
generally accepted in the United States of America.

%Wj The2otsy, LLI

New York, New York
February 26, 2009

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



McMahan Securities Co. L.P.
STATEMENT OF FINANCIAL CONDITION

December 31, 2008

ASSETS

Cash

Securities owned at fair value

Receivable from clearing broker

Intetest and dividends receivable

Furniture, fixtures, office equipment and leasehold improvements
(net of accumulated depreciation and amortization of $2,050,606)

Investments in related entities

Receivable from related entities
Other

Total assets

LIABILITIES AND PARTNERSHIP CAPITAL

Securities sold, not yet purchased, at fair value
Accrued expenses and other

Commitments

Partnership capital
Note recetvable from limited partner

Total partnership capital

Total liabilities and partnership capital

The accompanying notes are an integral part of this statement.

$ 916,608
7,372,033
3,879,398

38,786

103,629
1,526,475
1,065,108

595,006

S S S

$15.497.043

$ 3,373,771
2.081,938

—_——p il

5,455,709

18,186,208
(8.144,874)

10,041,334

$15.497,043



McMahan Securities Co. L.P.
NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31, 2008

NOTE A - ORGANIZATION

McMahan Securities Co. L.P. (the “Partnership”) is a broker-dealer registered with the Securities and
Exchange Commission and 1s 2 member of the Financial Industry Regulatory Authority Inc.
(“FINRA”). The Partnership is principally engaged in proprietary trading and investment banking
activities. The Partnership also introduces institutional customers to correspondent brokers and earns
commissions on their transactions. The Partnership is exempt from Rule 15¢3-3 of the Securities and
Exchange Commission under paragraph k(2) (i1) of that rule.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1. Basis of Preparation

The financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America

2. Cash and Cash Equivalents

The Partnership considers all highly liquid investments with an initial maturity of three months or
less at the purchase date to be cash equivalents.

3. Securities Transactions

Securities transactions are recorded on a trade-date basis. Securities owned and securities sold but
not yet putrchased are valued at fair value.

4. Fair Value Measurement

The Partnership adopted SFAS No. 157, “Fair Value Measutements,” as of January 1, 2008, which,
among other things, requires enhanced disclosures about imnvestments that are measured and
reported at fair value. SFAS No. 157 establishes a hierarchal disclosure framework that prioritizes
and ranks the level of market price observability used in measuring investments at fair value. Matket
price observability 1s impacted by a number of factors, including the type of investment and the
charactertstics specific to the investment. Investments with readily available active quoted prices ot
for which fair value can be measured from actively quoted prices generally will have a higher degtee
of market price observability and a lesser degree of judgment used in measuring fair value.



McMahan Securities Co. L.P.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2008

NOTE B (continued)

Investments measured and reported at fair value are classified and disclosed in one of the following
categories:

Level 1 - Quoted prices are available in active markets for identical investments as of the reporting
date. As required by SFAS No. 157, we do not adjust the quoted price for these investments, even
in situations where we hold a large position and a sale could reasonably impact the quoted price.

Level 2 - Pricing inputs are other than quoted prices in active markets, which are either directly ot
indirectly observable as of the reporting date, and fair value is determined through the use of models
or other valuation methodologies.

Level 3 - Pricing inputs are unobservable for the investment and include situations where there is
little, if any, market activity for the investment. The inputs into the determination of fair value
require significant management judgment or estimation.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, an investment’s level within the fair value hierarchy is based on the lowest
level of input that is significant to the fair value measurement. Our assessment of the significance of
a particular input to the fair value measurement in its entirety requires judgment and considers
factors specific to the investment.

The valuation of the Partnership’s securities positions by the SFAS No. 157 fair value hierarchy
levels as of December 31, 2008, is provided under Note E.

5. Furniture, Fixtures, Office Equipment, and 1 _easehold Improvements

Furniture, fixtures, office equipment, and leasehold improvements are carried at cost. Depreciation
of furniture, fixtures and office equipment is provided on the straight-line method over the
estimated useful lives of the respective assets. Leasehold improvements are amortized over the
remaining term of the lease.



McMahan Securities Co. L.P.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2008

NOTE B (continued)
6. Investments in related entities

Investments in related entities are reported in the statement of financial condition at fair value which
approximates the Partnership’s portion of the net assets of these investments. The Partnership’s
risk of loss is limited to its investment in these entities. The Partnership may make additional
contributions or withdrawals.

7. 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 amount of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial. Actual results could differ from those estimates.

8. Summary of Recent Accounting Pronouncements

In July 2006, the Financial Accounting Standards Board issued FASB Interpretation No. 48 (“FIN
487), “Accounting for Uncertainty in Income Taxes - an Interpretation of FASB Statement No.
109.” FIN 48, which clarifies Statement 109, “Accounting for Income Taxes,” established the
criterion that an individual tax position has to meet for some or all of the benefits of that position to
be recognized in the Company’s financial statements. On December 30, 2008, the FASB issued
FASB Staff Position (“FSP”) FIN 48-3, “Effective Date of FASB Interpretation No. 48 for Certain
Nonpublic Enterprises.” The FSP defers the effective date of FIN 48, for certain qualifying
nonpublic entities, for an enterprise’s annual financial statements to fiscal years beginning after
December 15, 2008, and requires enhanced disclosures of the deferment and policy for evaluating
uncertain tax positions. The Partnership does not believe the adoption of FIN 48 will have a
material impact on its financial statements.

NOTE C - INCOME TAXES

No provision has been made for income taxes, since these taxes are the responsibility of the individual
partners.



McMahan Securities Co. L.P.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2008

NOTE D - RECEIVABLE FROM CLEARING BROKER

The Partnership conducts business with its clearing broker for its own proptietary accounts. The
clearing and depository operations for the Partnership’s proprietary transactions ate petformed by its
clearing broker pursuant to their clearance agreement. All securities owned, secutities sold, but not yet
purchased and the due from clearing broker reflected in the statement of financial condition are
positions carried by and amounts due from this clearing broket.

NOTE E - FAIR VALUE MEASUREMENT

The following table summarizes the valuation of the Partnership’s secutities positions by the SFAS No.
157 fair value hieratchy levels, as mentioned in Note B, as of December 31, 2008:

Assets Level 1 TLevel 2 Tevel 3 Total
Securities owned

Convertible bonds $ - $7,063,330 $ - $7,063,330
Equity securities 213,186 59,179 272,365
Listed options - 36,338 - 36,338
Investment in related entities - - 1,526,475 1,526,475

$_213,186 $7.158,847 $1,526.475 $8.898,508

Liabilities

Securities sold, not yet purchased

Convertible bonds $ - $ 216,868 $ - $ 216,868
Equity securities 3,016,742 85,014 3,101,756
Listed options - 55,147 - 55,147

$3.016,742 $_357,029 S - $3.373.771



McMahan Securities Co. L.P.
NOTES TO FINANCIAL STATEMENTS (continued)

December 31, 2008

NOTE E (continued)

The following table summarizes the changes in level 3 assets measuted at fair value for the year ended
December 31, 2008:

Beginning balance Realized and Ending balance
December 31, Purchase and unrealized December 31,
Assets 2007 (sales) gains (losses) 2008
Investment in related entities $5.217,988 $(2,900,612) $(790,901) $1,526,475
$5.217.988 $(2.900.612) $(790,901) $1.526.475

NOTE F - NET CAPITAL REQUIREMENT

As a registered broker-dealer the Partnership is subject to rule 15¢3-1 of the Securities and Exchange
Commission which specifies uniform net capital requirements for its registrants.

The Partnership has elected the “Alternative Net Capital Requirement” under paragraph (f) of this rule,
which states that the broker-dealer must maintain net capital, as defined, equal to the greater of $250,000
or 2% of aggregate debit items computed in accordance with the Formula for Determination of Reserve
Requirements, for Brokers and Dealers (Rule 15¢3-3). At December 31, 2008, the Partnership had net
capital of $5,584,950, which exceeded its requitement of $250,000 by $5,334,950.

Proprietary accounts held at the clearing broker (“PAIB assets™) are considered allowable assets in the
computation of net capital pursuant to an agreement between the Partnership and the clearing broker
which requires, among other things, for the clearing broker to petform a computation for PAIB assets
similar to the customer reserve computation set forth in Rule 15¢3-3.

NOTE G - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET
RISK AND CONCENTRATION OF CREDIT RISK

In the normal course of business, the Partnership enters into transactions in securities sold, but not yet
purchased. These transactions contain off-balance-sheet risk wheteby the Partnership will incur a loss if
the market value of the securities increases over amounts recognized in the statement of financial
condition. Generally, the Partnership limits its risk by holding offsetting security positions.

Substantially all of the Partnership’s cash and securities positions are held by a custodian broket. The
Partnership’s custodian broker is highly capitalized and a member of major securities exchanges.



McMahan Securities Co. L..P.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2008

NOTE G (continued)

Although the Partnership clears its customer transactions through another broker-dealet,
nonperformance by its customers in fulfilling their contractual obligations putsuant to securities
transactions may expose the Partnership to risk and potential loss. However, the transactions are fully

collateralized by the undetlying security.

NOTE H - COMMITMENTS AND CONTINGENCIES

Lease Commitment

The Partnership has a noncancellable lease for office space, which expires on March 31, 2011. The lease
is subject to escalations for increases in real estate taxes and operating costs. The minimum annual
rentals are as follows:

Minimum
rentals
Year ending December 31,
2009 $ 974,153
2010 974,153
2011 243 539
$2.191.845

Legal Matters

In the ordinary course of business, the Partnership has been named as a defendant in certain legal

matters. In the opinion of management, the resolution of these matters will not have a material adverse
effect on the financial condition of the Partnership.



McMahan Securities Co. L.P.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2008

NOTE I - 401(k) PLAN

The Partnership maintains a 401(k) savings and profit-sharing plan (the “Plan”). Full-time employees
who have completed three months of setvice and have attained 21 years of age are eligible to participate.
Participant contributions are limited to the lesser of 15% of compensation or the amounts prescribed by
government regulations. The Partnership, at its discretion, may make contributions to the Plan. For the
year ended December 31, 2008, the Partnership did not make any contributions to the Plan.

NOTE J - RELATED PARTY TRANSACTIONS

1. Administrative and employee costs

2.

The Partnership is reimbursed for certain administrative and employee costs incurred on behalf of
related entities. The Partnership has a receivable for these costs of $1,065,108 at December 31,
2008, which is included in the statement of financial condition.

Note recezvable from limited partner

The Partnership has a note recetvable from a limited partner of $8,144,874 as of December 31,
2008. The note is presented as a reduction of partnership capital, bears interest at 6.5% per year,
and is due on 6/6/2012. Interest income of $294,874 was recognized for the year ended Decembet
31, 2008 on this note.

Investments in related entities

The Partnership has investments in certain related entities consisting of investment partnerships.
These investment partnerships principally invest in securities accounted for at fair value.
Accordingly, the Partnership records its investments in these related entities based on its
proportionate share of net assets and of investment income or losses.

Sublease income

The Partnership had rental income from a not-for-profit entity that is considered a related party of
$71,850 for the year ended December 31, 2008.

-10 -
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INDEPENDENT AUDITORS’ SUPPLEMENTARY REPORT ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Partners of
McMahan Securities Co., L.P.

In planning and performing our audit of the financial statements of McMahan Securities Co., L.P. (the
“Partnership”) as of and for the year ended December 31, 2008, in accordance with auditing standards
generally accepted in the United States of America, we considered the Partnership’s internal control over
financial reporting (“internal control”) as a basis for designing our auditing procedutes 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 Partnership’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Partnership’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 Partnership including consideration of control
activities 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 172-3(2)(11).

Because the Partnership 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 Partnership
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 requirements for prompt payment for securities under Section 8 of Federal Resetve
Regulation T of the Board of Govemors of the Federal Resetve System

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

Grant Thornton LLP
U.S. member firm of Grant Thomton Internationaf Ltd



The management of the Partnership 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 Partnership 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 and the practices and procedures refetred to above, etror
or fraud may occur and not be detected. Also, projection of any evaluation of them to future petiods 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 deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of petforming their assigned functions, to prevent or detect misstatements on a timely
basis. A significant deficiency is a deficiency, or combination of deficiencies, in internal control over
financial reporting that is less severe than a material weakness, yet important enough to metit attention by
those responsible for oversight of the Partnership’s financial reporting.

A material weakness is a deficiency, or combination of deficiencies, in internal control over financial
reporting such that there is a reasonable possibility that a material misstatement of the Partnership’s annual
or interim financial statements will not be prevented or detected on a timely basis.

Our consideration of internal control was for the limited purpose desctibed in the first and second
paragraphs and would not necessanly 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.

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 Partnership’s practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2008, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Partners, management, the SEC, the
Financial Industry Regulatory Authority, Inc. and other regulatoty 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.

Dd Trgid, 101

New York, New York
February 26, 2009
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