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OATH OR AFFIRMATION
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(a) Facing Page.

B (b) Statement of Financial Condition.
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M (d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.
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B (k). A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
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Lally & Co., LLC
5700 Corporate Drive, Suite 800
Pittsburgh, Pennsylvania 15237-5851

412.367.8190 offi
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CPAs and Business Advisors www.lallycpas.com

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Mid Atlantic Capital Corporation
Pittsburgh, Pennsylvania

We have audited the accompanying consolidated statement of financial condition of Mid Atlantic
Capital Corporation and Subsidiary, (the “Company”) a wholly owned subsidiary of Mid Atlantic
Capital Group, Inc., as of December 31, 2009, and the related consolidated statements of operations,
changes in subordinated borrowings, changes in stockholder’s equity, and cash flows for the year then
ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These
consolidated financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. 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 Company’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 consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Mid Atlantic Capital Corporation and Subsidiary at
December 31, 2009, and the results of its operations and its cash flows for the year then ended in
conformity with U.S. generally accepted accounting principles

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in the supplementary schedules on pages 14 through 17 are
presented for the purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by rule 17a-5 under the Securities Exchange 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 a whole.

%/7;/&. /%

February 12, 2010



ASSETS

MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2009

Cash and Cash Equivalents

Cash Restricted Under Federal and Other Regulations
Securities Owned - At Market Value

Accounts Receivable

Receivable From Clearing Organizations

Deposits with Clearing Organizations

Prepaid and Other Assets

Total Assets

$ 302,433
9,967,489
1,198

535,688
653,621
520,000
243,653

S 12,204,082

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities

Payable to Customers

Securities Sold, Not Yet Purchased

Accounts Payable, Accrued Expenses, and Other Liabilities
Payable to Parent Company

Total Liabilities

Stockholder's Equity

Common Stock; $1 Par Value; 10,000 Shares Authorized;
750 Shares Issued and Outstanding

Additional Paid-In Capital

Retained Earnings

Total Stockholder's Equity

Total Liabilities and Stockholder's Equity

The accompanying notes are an integral part of these financial statements.
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§ 8,778,230
26,078
711,434
974,387

10,490,129

750
1,181,405
551,798

1,733,953

5 12004082



MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
CONSOLIDATED STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2009

REVENUE

Commissions and Fees
Interest and Dividends
Total Revenue

EXPENSES

Commissions

General and Administrative Expenses
Clearing and Execution Charges
Other Non-Recurring Charge

Total Expenses

Net Loss

$ 33,045,867
150,100

33,195,967

23,282,372
7,633,952
1,758,688
1,552,000

34,227,012

5 (L031045)

The accompanying notes are an integral part of these financial statements.
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MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
CONSOLIDATED STATEMENT OF CHANGES IN SUBORDINATED BORROWINGS
YEAR ENDED DECEMBER 31, 2009

Balance - December 31, 2008 $
Increases

Decreases

Balance - December 31, 2009 $

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

4



MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
YEAR ENDED DECEMBER 31, 2009

Additional
Common Paid-In Retained
Stock Capital Earnings Total
Balance - December 31, 2008 $ 750 $ 431,405 $ 1,582,843 $ 2,014,998
Capital Contribution - 750,000 - 750,000
Net Loss - - (1,031,045) (1,031,045)
Balance - December 31, 2009 $ 750 $ 1,181,405 $ 551,798 $ 1,733,953

The accompanying notes are an integral part of these financial statements.
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MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2009

OPERATING ACTIVITIES

Net Loss § (1,031,045)
Changes In

Cash Restricted Under Federal and Other Regulations 5,256,028
Accounts Receivable (213,015)
Net Due From Clearing Organizations 203,118
Prepaid and Other Assets (45,104)
Payable to Customers (5,467,579)
Accounts Payable, Accrued Expenses, and Other Liabilities (465,126)
Securities Owned 10,942
Securities Sold, Not Yet Purchased (11,891)
Net Cash and Cash Equivalents From Operating Activities (1,763,672)
FINANCING ACTIVITIES

Capital Contribution 750,000
Loans and Advances From Parent Company - Net 561,463
Net Cash and Cash Equivalents From Financing Activities 1,311,463
Net Decrease in Cash and Cash Equivalents (452,209)
Cash and Cash Equivalents - Beginning 754,642
Cash and Cash Equivalents - Ending $ 302,433

The accompanying notes are an integral part of these financial statements.
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MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 - ORGANIZATION

The consolidated financial statements of Mid Atlantic Capital Corporation and Subsidiary include the
accounts and balances of Mid Atlantic Capital Corporation and its wholly owned subsidiary, LPA
Insurance Agency, Inc. All material intercompany transactions and balances have been eliminated in
consolidation.

Mid Atlantic Capital Corporation was incorporated under the laws of the Commonwealth of Pennsylvania
in December 1981. The company is a wholly owned subsidiary of Mid Atlantic Capital Group, Inc. (the
“Parent”), a Delaware corporation. The company is a securities broker-dealer registered with the Financial
Industry Regulatory Authority (“FINRA”). The company has a nationwide customer base that includes
institutional, corporate, and individual investors.

LPA Insurance Agency, Inc. was incorporated under the laws of the State of California in July 1998. The
company provides insurance and investment related products and services principally to individuals.

2 — SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements of the Company are presented on the accrual basis of accounting and
are prepared in conformity with U.S. generally accepted accounting principles. In order to facilitate the
understanding of the data included in the financial statements, summarized below are the more significant
accounting policies.

Estimates Used

The Company uses estimates and assumptions in preparing financial statements in accordance with U.S.
generally accepted accounting principles. Those estimates and assumptions may affect the reported
amount of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported revenue
and expenses. Actual results could vary from the estimates that were used.

Securities Transactions

The Company utilizes National Financial Services, LLC of FMR Corp. (“NFS”), a member of the New
York Stock Exchange, Inc., on a fully disclosed basis in connection with execution and clearance of the
securities transactions effected by the Company and its customers. As such, the Company operates under
the full provisions of SEC Rule 15¢3-3. The Company also utilizes National Securities Clearing
Corporation for the execution and clearance of mutual fund transactions. The Company is required to
maintain certain deposits with its clearing organizations, which are presented as “Deposits with Clearing
Organizations” in the accompanying consolidated statement of financial condition.

Customer securities transactions, together with the related commission revenue and expenses, are recorded
on the settlement date basis, generally the third business day following the trade date.



MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

2 — SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and Cash Equivalents

The Company maintains balances on deposit with financial institutions (banks) and its clearing
organizations. Those organizations are located in Pennsylvania (financial institutions) and Massachusetts
(clearing organizations). Certain of the accounts maintained at financial institutions are insured by the
Federal Deposit Insurance Corporation up to $250,000. The cash accounts maintained at the clearing
broker are insured by the Securities Investor Protection Corporation (“SIPC”) up to $100,000. NFS
maintains insurance coverage in excess of the SIPC coverage. At certain times during the year, the
Company’s cash balances may exceed the insured limits. The Company has not experienced any losses
associated with these accounts.

For purposes of the consolidated statement of cash flows, the Company has defined cash equivalents as
highly liquid investments, with original maturities of less than three months, that are not held for sale in the
ordinary course of business.

Securities Owned

Investments in securities and securities sold short traded on a national securities exchange or listed on
NASDAQ are valued at the last reported sales price on the primary securities exchange on which securities
have traded on the last business day of the year. Investments for which there is a limited market are valued
at management’s estimate of market value. The resulting difference between cost and market is included

in income.

Purchases and sales of securities are recorded on a settlement date basis. Realized gains and losses on
securities transactions are based on the specific identification method. Dividends and dividends on
securities sold short are recorded when received. Interest on fixed income securities owned is accrued as
earned.

Accounts Receivable

The Company provides an allowance for doubtful accounts. At December 31, 2009, in the opinion of
management, all bad debts have been written off and no allowance was deemed necessary. At December
31, 2009, approximately 30% of accounts receivable were due from one entity.

Income Taxes

The Company has elected treatment as a qualified subchapter S subsidiary of its Parent (QSub) for federal
and state income taxation purposes. As a QSub, the Company’s operating results are combined with its
Parent’s (an S corporation) income tax returns. This election relieves the Company of most federal and
state income tax liability, with its income being taxable directly to its Parent’s stockholder.

The Company follows the guidance of the Income Taxes Topic of the Financial Accounting Standards
Board (“FASB”) Accounting Standards Codification (“ASC”). No amounts have been recognized within
the financial statements for taxes, interest, or penalties relating to uncertain tax positions. In addition, the
Company does not anticipate any changes to its tax positions within the next twelve months. In general, the
prior three years’ tax returns filed with various taxing agencies are open to examination.



MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

2 — SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Subsequent Events Evaluation

The accompanying financial statements include an evaluation of events or transactions that have occurred
after December 31, 2009 and through February 12, 2010, the date the financial statements were issued.

3 — CASH RESTRICTED UNDER FEDERAL AND OTHER REGULATIONS

The Company has established a special reserve bank account for the exclusive benefit of customers under
SEC Rule 15¢3-3. This amount represents net free credit balances and other credit balances of customers

for whom the Company is holding funds.

4 — RECEIVABLE FROM AND PAYABLE TO BROKER-DEALERS AND CLEARING
ORGANIZATIONS

The Company clears its proprietary transactions and customer transactions on a fully disclosed basis
through National Financial Services, LLC of FMR Corp. At December 31, 2009, the net amount
receivable from NFS consisted of the following:

Proprietary Trading and Commissions Receivable $ 821,159
Clearing and Execution Charges Payable (167.538)
653,621

5 —FAIR VALUE MEASUREMENTS

FASB ASC Topic on Fair Values Measurements 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 the FASB ASC Topic, are used to
measure fair value.



MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

5-FAIR VALUE MEASUREMENTS (CONTINUED)

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

Level 1: Valuations based on unadjusted quoted prices available in active markets for identical
assets or liabilities. Since valuations are based on quoted prices that are readily and
regularly available in an active market, valuation of these securities does not entail a
significant degree of judgment.

Level 2: Valuations based on quoted prices in markets that are not active or for which all
significant inputs are observable, either directly or indirectly.

Level 3: Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

At December 31, 2009, the Company’s financial assets and liabilities consisted of trading securities at
market value. There have been no changes in the valuation methodologies used at December 31, 2009.

The following table summarizes the valuation of the assets and liabilities by the fair value hierarchy as
described above as of December 31:

Level 1 Level 2 Level 3 Total
Securities Owned
Federal, State and Municipal Obligations $ 103§ - 3 - § 103
Corporate Stocks and Obligations 1,095 - - 1,195
$ 1,198 § - 3 - 3 1,198
Securities Sold, Not Yet Purchased
Corporate Stocks and Obligations $ 26078 § - 3 - §_ 26,078

The clearing and depository operations of the Company’s securities transactions are provided by NFS. At
December 31, 2009, substantially all securities owned, as reflected in the accompanying consolidated
statement of financial condition, are positions with this broker.

The Company’s proprietary securities transactions are recorded on a settlement date basis. All unsettled
trades on December 31, 2009, were closed subsequent to December 31, 2009.

6 — OTHER ASSETS

Included within the caption “Prepaid and Other Assets” in the accompanying consolidated statement of
financial condition is approximately $52,500 of notes receivable from certain registered representatives.
The notes do not have fixed maturity dates and are non-interest bearing. In accordance with the terms of
the loan agreements, each year a certain portion of the loan is to be forgiven as certain conditions are met.

10



MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

7 - RELATED PARTY TRANSACTIONS

Overhead and Other Costs

A significant portion of the Company’s general and administrative expenses consist of overhead cost
allocations from its Parent. However, certain operating expenses specific to the Company are normally
incurred and recognized directly by the Company. The Parent incurs the majority of payroll and related
taxes, rents, office, and other expenses on its own behalf and on behalf of its various subsidiaries (the
“Group”). These overhead costs are shared by the subsidiaries based on an allocation of Group
compensation among the Parent and its subsidiaries or by other cost allocation methods. The Company
recognized payroll, rents, office, and other expenses under this overhead cost arrangement of
approximately $2.9 million in 2009. At December 31, 2009, the Company had a payable to its parent
totaling approximately $974,400.

Management Fees

The Company has entered into an agreement with its Parent through which the Company obtains various
management and advisory services. The agreement calls for annual renewal until termination by either
party. Under the terms of the agreement, the Company incurred and paid management fee expense of
approximately $3.1 million for the year ended December 31, 2009.

Commissions and Fee Revenues

The Company provides services for a related party (a company under common ownership) for a fee. Total
fees earned from this related party during 2009 were approximately $622,600, of which approximately
$122,300 was receivable at December 31, 2009. The receivable is included under the caption “Prepaid
and Other Assets” in the accompanying consolidated statement of financial condition.

The Group holds investments in certain partnerships that have been organized by the Group. The
Company processes a portion of the partnerships’ investment transactions and charges the partnerships

varying commission rates as detailed below.

Group Approximate 2009
Ownership Commission  Commission
Partnership Name Interest Rate Revenue
Mid Atlantic Securities Partnership 25% 0.60% $ 103,052
Select Opportunity Fund 16% 0.60% $ 260,023

11



MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

8 — CONSOLIDATED SUBSIDIARIES

The following is a summary of certain financial information of the Company’s wholly owned subsidiary,
LPA Insurance Agency, Inc.

Total Assets $ 86,327
Stockholder’s Deficit 484

Principally all of the stockholder’s deficit of the subsidiary is included as a reduction of capital in the
consolidated computation of the Company’s net capital, because the net assets of the subsidiary are readily
available for the protection of the Company’s customers, broker-dealers, and other creditors, as permitted

by Rule 15¢3-1.

9 —NET CAPITAL REQUIREMENTS

The Company, as a registered broker-dealer in securities, is subject to the net capital rule adopted by the
Securities Exchange Commission and administered by the Financial Industry Regulatory Authority. This
rule requires that the Company's "aggregate indebtedness" not exceed fifteen times its "net capital” as
defined. The Financial Industry Regulatory Authority may require a broker-dealer to reduce its business
activity if the capital ratio should exceed 12 to 1 and may prohibit a broker-dealer from expanding business
if the ratio exceeds 10 to 1. At December 31, 2009, the Company's net capital under the uniform net
capital rule was approximately $1.2 million, which exceeded the minimum capital requirements by
approximately $1 million. The Company's ratio of aggregate indebtedness to net capital at December 31,
2009, was 1.32 to 1.

10 — FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

The Company’s customer securities activities are transacted on either a cash or margin basis. In margin
transactions, the Company extends credit to its customers, subject to various regulatory and internal margin
requirements, collateralized by cash and securities in the customer’s accounts. In connection with these
activities, the Company executes and clears customer transactions involving the sale of securities not yet
purchased, substantially all of which are transacted on a margin basis subject to individual exchange
regulations. Such transactions may expose the Company to significant off-balance-sheet risk in the event
the margin requirements are not sufficient to fully cover losses that customers may incur. In the event the
customer fails to satisfy its obligations, the Company may be required to purchase or sell financial
instruments at prevailing market prices to fulfill the customer’s obligations. The Company seeks to control
the risks associated with its customers’ activities by requiring customers to maintain margin collateral in
compliance with various regulatory and internal guidelines. The Company monitors required margin levels
daily, and pursuant to such guidelines, requires the customer to deposit additional collateral or to reduce
positions when necessary. All unsettled trades at December 31, 2009 were closed subsequent to December
31, 2009, with no loss to the Company.

The Company’s customers are located throughout the United States; accordingly, they are subject to the
economic environment throughout the country.

12



MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

11 - OTHER NON-RECURRING CHARGE

In the prior year, MACC was named as a defendant in a lawsuit. Without admitting or denying fault,
MACC entered into a settlement agreement in April 2009 for approximately $1.6 million. The settlement
agreement released MACC from all current and possible future claims arising for the matter. The cost of

the settlement is included in the accompanying statement of operations.

13
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MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
COMPUTATION OF NET CAPITAL UNDER SEC RULE 15¢3-1

DECEMBER 31, 2009

NET CAPITAL
Stockholder’s Equity $ 1,733,953
Additions
Other (Deductions) or Allowable Credits (54,821)
Deductions
Nonallowable Assets 423,178
Haircuts on Securities Owned 6.020
Net Capital 1,249,934
AGGREGATE INDEBTEDNESS
Payables, Accrued Expenses, and Other Liabilities — Net of Adjustments $ 10,428,383
Adjustment Based Upon Deposits in Special Reserve Bank

Accounts (15¢3-1(c)(1)(vii)) (8.778.230)
Total Aggregate Indebtedness $ 1,650,153

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Net Capital Requirement (Greater of 6 2/3% of Aggregate Indebtedness or $250,000) $ 250,000

Net Capital in Excess of Amount Required 999.934
Net Capital $ 1.249.934
Ratio of Aggregate Indebtedness to Net Capital 1.32 to 1

See independent auditors’ report.
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MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
RECONCILIATION OF REPORTED NET CAPITAL UNDER SEC RULE 15¢3-1
DECEMBER 31, 2009

RECONCILIATION WITH COMPANY’S COMPUTATION
(Included in Part I of Form X-17A-5 as of December 31, 2009)

Net Capital, as Reported in Company’s Part I (Unaudited) Focus Report,

as Originally Filed $ 1,240,809
Additions
Increase in Assets or Decrease in Liabilities Not Previously Recognized
Additional Receivable from Clearing Broker 22,116
Subtractions
Decrease in Assets or Increase in Liabilities Not Previously Recognized
Accrual of 2009 SIPC General Assessment (12.991)
Net Capital, as Reported in the Audited Financial Statements $ 1249934

See independent auditors’ report.
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MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
COMPUTATION OF RESERVE REQUIREMENTS

UNDER SEC RULE 15¢3-3
DECEMBER 31, 2009
RESERVE REQUIREMENT

Credit Balances
Free Credit Balances

Debit Balances

Excess of Credits Over Debits

Amount Held on Deposit in “Reserve Bank Accounts”

RECONCILIATION WITH COMPANY’S COMPUTATION
(Included in Part II of Form X-17A-5 as of December 31, 2009)

Excess of Total Credits Over Total Debits, as Reported in the Company’s Part II
(Unaudited) Focus Report, as Originally Filed

Difference

Excess of Total Credits Over Total Debits, as Reported in the Audited Financial
Statements

See independent auditors’ report.
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$ 8,806,038

(27.808)
$ 8778230

$ 9.967.489

$ 8,778,230
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MID ATLANTIC CAPITAL CORPORATION AND SUBSIDIARY
(A Wholly Owned Subsidiary of Mid Atlantic Capital Group, Inc.)
INFORMATION RELATING TO POSSESSION OR CONTROL

REQUIREMENTS UNDER SEC RULE 15¢3-3
DECEMBER 31, 2009

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

A. Number of items.

Customers’ fully paid securities and excess margin securities for which
instructions to reduce to possession or control had not been issued as of the report
date, excluding items arising from “temporary lags which result from normal
business operations” as permitted under rule 15¢3-3.

A. Number of items.

See independent auditors’ report.
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Lally & Co., LLC
5700 Corporate Drive, Suite 800

»~
ﬁ ﬁ Pittsburgh, Pennsylvania 15237-5851

Lally&Co. M2

CPAs and Business Advisors www.lallycpas.com

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL REQUIRED BY SEC
RULE 17a-5(g)(1)

To the Board of Directors
Mid Atlantic Capital Corporation
Pittsburgh, Pennsylvania

In planning and performing our audit of the consolidated financial statements of Mid Atlantic Capital
Corporation and Subsidiary, a wholly owned subsidiary of Mid Atlantic Capital Group, Inc., (the
“Company”) as of and for the year ended December 31, 2009, in accordance with U.S. generally
accepted auditing standards, 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 consolidated financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control. Accordingly, we do not express an opinion on the
effectiveness of 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 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 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 examinations, 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 the
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 the



preparation of financial statements in conformity with U.S. 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 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
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
misstatements on a timely basis. A significant deficiency is a control deficiency, or a combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with U.S. generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity’s financial statements that is more
than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements 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.

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
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in a material respect indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2009, to meet the SEC’s

objectives.

This report is intended solely for the information and use of the Board of Directors, stockholder,
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-dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

Wv}/f/é.%

February 12, 2010
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Lally & Co., LLC
5700 Corporate Drive, Suite 800
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ﬁ ﬁ Pittsburgh, Pennsylvania 15237-5851

Lally&Co. Hramsi e

CPAs and Business Advisors www.lallycpas.com

INDEPENDENT ACCOUNTANTS’ REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTITY’S SIPC ASSESSMENT RECONCILIATION

To the Board of Directors
Mid Atlantic Capital Corporation
Pittsburgh, Pennsylvania

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
[Transitional Assessment Reconciliation (Form SIPC-7T)] to the Securities Investor Protection
Corporation (“SIPC”) for the year ended December 31, 2009, which were agreed to by Mid Atlantic
Capital Corporation (the “Company”) and the Securities and Exchange Commission, Financial
Industry Regulatory Authority, Inc. (“FINRA”), SIPC, solely to assist you and the other specified
parties in evaluating the Company’s compliance with the applicable instructions of the Transitional
Assessment Reconciliation (Form SIPC-7T). The Company’s management is responsible for the
Company’s compliance with those requirements. This agreed-upon procedures engagement was
conducted in accordance with attestation standards established by the American Institute of Certified
Public Accountants. The sufficiency of these procedures is solely the responsibility of those parties
specified in this report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested or for any
other purpose. The procedures we performed and our findings are as follows:

L. Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement
records entries (vendor payments records) noting no differences;

2. Compared the amounts reported on the audited Form X-17a-5 for the year ended December 31,
2009, as applicable, with the amounts reported in Form SIPC-7T for the year ended December
31, 2009, noting no differences;

3. Compared any adjustments reported in Form SIPC-7T with supporting schedules and working
papers (SIPC assessment analyses, 2009 interim financial statements, and Company general
ledger account analyses) noting no differences; and

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the
related schedules and working papers (SIPC assessment analyses, 2009 interim financial
statements, and Company general ledger account analyses) supporting the adjustments noting
no differences.



We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have been

reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

sy 6. wt

February 12,2010
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SECURITIES INVESTOR PROTECTION CORPORATION

805 5th S:. N.W/. Suile 800, Washiagton, D.C. 20605-2215 SIPC-7T
202-371-8300

Transitional Assessment Reconciliation (20-REY 12/09)

{Read careiu Iy tha isirictions in yo -+ Wo king Sopy befare canpreting this Form)

7O BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

SIPC-7T

(29-REV 12/09)

1. Name of Member, address, Designalad Exemining Authority, 193¢ Act registration ro &nd month in which fiscal year ends for
purposes of the audit requirement of SEC Ruis 17a 5:

Nota: 1T any of the irformacicn shown on the mailing label
1equires correction, plsase e-mail any corrections to

027663 FiNRA DEC ferm@-«ipc.org and co indicate on the form filed.

MID ATLANTIC CAPITAL CORPORATION  11*11

1251 WATERFRONT PL STE 510

PITTSBURGH PA 15222-4228 Hame and telephone number of person to contact
respecling this form

[ | Tesegl T Ounen _ g12-39-2077

2. A. General Assessment [item 2e from page 2 (rot less thar. $150 ninimum}) $ .20_, &S

B. Less payment made with SIPC-6 filed inc.uding $150 paid with 2009 SIPC-4 (exclude mteresi] { 7, ?'7‘/ )
7/27/09
" Date Paid

C. Less prior overpayment applied { o )

D. Assessment batance due or {overpaymsant) L_.?' 991

E. Interest compuled on laie payment (ses instruction EJ for_ _ _days at 20% per anaum [4)

F. Total assessment batance and interest due {ar overpaymert cairied forward) $, /eZ 9291

G. PAID WITH THIS FORM:
Check enclosed, payable to SIPC
Total {(must be same as F above) $ [d, 991/

LS
iy

H. Overpayment carried forward

3. Subsidiaries (S) and predecessors {P) nciudsd ir this lorm 1give nzme and 1934 Ac* regis-raticn number):

The SIPC member submitting this form and the

person by whaom it is execuled represent the-eay /47/‘6/ A//‘;” 7’7‘& aa ;?LJ afﬁ

that all information conlained herein is ftue, correct

and complete er— ?mﬂgamancnﬁ

/ At io7 7ed Signatuse}
Dated the_# & day of ;iangaa ,2010 . // CED

£7 e

This form and the assessment payment is due 60 days after the en®’cf the fiscal yezr. Ratain the Working Copy of this form
for a period of nof [ess than 6 years, the latest 2 years in an easily accessible place.

,'ff Dates: i

= Postmarked Recewved Reviewed

LLE

o Calculations Bocumeitation Forward Copy
o=

e» Exceptions:

e

N

Dispasition of exceptions:




DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT
Amaounts for the fiscal period
Beginning April 1, 2009
and ending. £2/31 2009
Eliminate cents
item No.
2a. Total revence (FOCUS Line 12¢Part 1A Ling @ Cocs 4030) $ 07‘/_. 5‘/?, 9429

20. Add:iions:
(1) Tota' revendes from the securitiss Bus n=ss 0 subsifiaries tesce sl for-icn §bsid aries) 0.
predecessors net included above

{23 Net loss from principal transactions s zecu it es in *rading accouts,

{3) Net loss from principal transactiors ir comr odives ~ tradirg aocaurts

{4} Interest and dividend expense decuctsd 'n £ate miniag tem 2a.

(55 Net loss from management of ar particioztica n the Jn3erwrining ar 2is it 20 of <ecuriv es

{6) Expenses other than advertising, prie’ ag, t=gisiratier fees and [ ga {6 deductes in detern 1ing 1e!
profit fram management of or participaticn 1 Jrderwniing ¢r ¢-8t-bJtic a of vecuri: es,

(7) Net toss from securilies in investrent acsoun:s,

Totai adgitions

2¢. Deductions:
{1} Revenues from the distribution of sharcs of 3 -egistered open enc inve.Aren: company o u' it
investment frusl, from the sale of variad e eanpilies fom tha businass ¢ in urance, fror inve §me i
advisory services rengered to reg stered inve-tment compames ¢ insi aice company sedarals
accounls, ard from transactions in secyrily fktu-es jsducts. 3, £IS 223
T L4

{2} Revenues fram commodity fransactions.

(35 Commissicns, tlaor brokerage and clezsance paid to 3ther §'PC members in onne:tion w'th

securities transactions. /e 3}91, oL

{4} Reimbursements for poslage in ceaneciicn wilh prexy solicitahe

{5) Net gain from securities in investment sczotnis

{6) 100% of commissions and markups earned from irgnzactions in {I cectvicate- of deposd anc
{ii} Treasury bills, bankers acceptances ar comarc:al paper fhal maty-e ain: mops ¢r.es3
from issuance date.

{7} Direct expenses of printing advertising and '2cal fees ncurced in connsst on wmith ¢her reveius
ralaled 1o the securities business {revznae Jefinsd by Seclicn 18 §)iL) o lhe Act}

(8) Other revenue not refaled either cirect y or ndfirectly to the secur les business.
{See Instruction C);

{9) {i} Total interest and dividend expense (FOCUS _ine 22/PART lid Lire .3
Code 4075 plus line 2b(4) abave) bul nel i sxcess
of total interest ard dividend income. )

(it} 40% of inlgres! earned on cuslome:s secunlies a3counts

{40% of FOCUS line 5. Code 338C) 5

Enter the greater of line {i) or i}

Tolal deductions 14,19, 290
24. SIPC Net Operating Revenues $ &, 3549139
2¢. General Assessment @ .0025 $ 20, PES

{lo page 1 but not less than
$150 mimmum)

N



