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Financial Statements and Schedules

as of December 31 2009

With

Report of Independent Auditor



RTJBIO CPA PC
CERTIFIED PUBLIC ACCOUNTANTS 2120 Powers Ferry Road

Suite 350

Atlanta GA 30339

Office 770 690-8995

Fax 770 980-1077

REPORT OF INDEPENDENT AUDITORS

To the Owner of

Magner Securities LLC

We have audited the accompanying statement of financial condition of Magner Securities LLC

which is wholly-owned by Magner Network LLC as of December 31 2009 and the related

statements of operations changes in members equity and cash flows for the year then ended

These financial 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 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 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 financial statement presentation We believe that our audit

provides reasonable basis for our opinion

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

financial position of Magner Securities LLC as of December 31 2009 and the results of its

operations and its cash flows for the year then ended in confonnity with generally accepted

accounting principles

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in Schedules and II is presented for purposes of

additional analysis and is not required part of the basic financial statements but is supplementary

information required by Rule l7a-5 of the Securities and Exchange Commission 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 ct4
RUBIO CPA PC

March 82010

Atlanta Georgia



MAGNER SECURITIES LLC
STATEMENT OF FINANCIAL CONDITION

December 31 2009

ASSETS

Cash and cash equivalents
22517

Prepaid expenses 14320

Due from parent
33877

Total assets $70714

LIABILITIES AND MEMBERS EQUITY

Liabilities

Reserve for commission chargebacks 2797

Accounts payable 1228

Total liabilities 4Z5

Members Equity 66689

Total liabilities and members equity 70714

The accompanying notes are an integral part of these financial statements



MAGNER SECURITIES LLC

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2009

REVENUES
Commissions 81913

Total revenues 81913

EXPENSES

Agent commissions 22085

Management fees to parent 3868

Occupancy 9841

Communications 864

Other operating expenses 78964

Total expenses 115622

NET LOSS 33709

The accompanying notes are an integral part of these financial statements



MAGNER SECURITIES LLC
STATEMENT OF CASH FLOWS

For the Year Ended December 31 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss 33709
Noncash items included in net income

Increase in due from parent 39131
Decrease in prepaid expenses 2353

Decrease in accounts payable 40
Increase in reserve for commission chargebacks 15

Decrease in other liabilities 7800

Net cash used by operating activities 78312

DECREASE IN CASH 78312

CASH at beginning of year 1002

CASH atend ofyear 22517

The accompanying notes are an integral part of these financial statements



MAGNER SECURITIES LLC
STATEMENT OF CHANGES IN MEMBERS EQUITY

For the Year Ended December 31 2008

Balance

December31 2008 100398

Net loss 33709

Balance

December 31 2009 66

The accompanying notes are an integral part of these financial statements



MAGNER SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS AND SCHEDULES
December 31 2009

CORPORATE ORGANIZATION AND BUSINESS

Magner Securities LLC the Company was formed during February 2002 and is wholly-

owned by Magner.network LLC Parent In May 2004 the Company became registered

broker-dealer

The Company is subject to the regulations of the Financial Industry Regulatory Authority the

Securities and Exchange Commission and the Securities Division of the state of Georgia

At December 31 2009 the Companys principle business activity is offering variable contracts

with securities investment features

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Estimates The preparation of financial statements requires the use of certain estimates by

management in determining the entitys assets liabilities revenues and expenses Actual results

may differ from these estimates

Income Taxes The Company is organized as Georgia Limited Liability Company taxable as

sole proprietorship Therefore all income losses and tax credits flow through and are taxed in the

income tax returns of its Parent

Reserve for Commission Chargebacks Commission revenues arising from the sale of certain

investment arrangements are subject to refund in the ordinary course of business The Company

provides reserve for such refunds/chargebacks based on historic experience

CASH AND CASH EQUIVALENTS

The Company considers all cash and money market instruments with maturity of 90 days or less

to be cash and cash equivalents

The Company maintains its bank account at high credit quality financial institution At times

the balance may exceed federally insured limits

NET CAPITAL REQUIREMENTS

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

Rule 15c3-l which requires the maintenance of minimum net capital and requires that the ratio

of aggregate indebtedness to net capital both as defined shall not exceed 15 to At

December 31 2009 the Company had net capital of $18492 which was $13492 in excess of its

required net capital of $5000 and the ratio of aggregated indebtedness to net capital was .73 to 1.0



MAGNER SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS AND SCHEDULES
December 31 2009

EXPENSE SHARING AGREEMENT AND RELATED PARTIES

The Company has an expense sharing agreement with its Parent Under the terms of the agreement

the Company shares general administrative support personnel office facilities and other general

and administrative costs with the Parent in exchange for management fees Monthly management

fees are based on the Companys portion of actual costs incurred by the Parent for the month

Expenses under the agreement in the accompanying financial statements for 2009 total

approximately $53000

In addition substantially all net income after management fees described above is paid to the

Parent

Financial position and results of operations would differ from the amounts in the accompanying

financial statements if these related party transactions did not exist

Proceeds from commission earned by the Company in October 2009 were erroneously deposited

into the Parents bank account This error caused the large receivable from Parent in the balance

sheet at December 31 2009



MAGNER SECURITIES LLC

SCHEDULE
COMPUTATION OF NET CAPITAL UNDER

RULE 15c3-1 OF THE SECURITIES

AND EXCHANGE COMMISSION
ACT OF 1934

December 31 2009

COMPUTATION OF NET CAPITAL
Total members equity

66689

Less nonallowable assets

Prepaid expenses 14320

Due from parent
33877

Net capital
18492

AGGREGATE INDEBTEDNESS 402

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required 5000

EXCESS NET CAPITAL 13492

PERCENTAGE OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 73.0%

RECONCILIATION WITH COMPANYS COMPUTATION OF NET CAPITAL

INCLUDED IN PART hA OF FORM X-17A-5 AS OF DECEMBER 31 2009

Net capital as reported in Part hA of Form X-17A-5 9630

To correct bank reconciliation 8862

Net capital as reported above 8A



MAGNER SECURITIES LLC

SCHEDULE II

COMPUTATION FOR DETERMINATION OF THE RESERVEREQUIREMENTS

UNDER THE SECURITIES AND EXCHANGE COMMISSION RULE 15c3-3

AND INFORMATION RELATING TO THE POSSESSION OR CONTROL

REQUIREMENTS UNDER SECURITIES AND EXCHANGE COMMISSION RULE 15c3-3

DECEMBER 31 2009

The Company is not required to file the above schedules as it is exempt from Securities and

Exchange Commission Rule 15c3-3 under Section A.kl of the rule and does not hold

customers funds or securities



RUBIO CPA PC
CERTIFIED PUBLIC ACCOUNTANTS 2120 Powers Ferry Road

Suite 350

Atlanta GA 30339

Office 770 690-8995

Fax 770 980-1077

INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROL

REQUIRED BY RULE 17a-5

To the Owner of

Magner Securities LLC

In planning and performing our audit of the financial statements of Magner Securities LLC for the

year ended December 31 2009 we considered its internal control structure in order to determine

our auditing procedures for the purpose of expressing our opinion on the financial statements and

not to provide assurance on the internal control structure

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission we have made

study of the practices and procedures including test of compliance with such practices and

procedures followed by Magner Securities LLC that we considered relevant to the objective

stated in Rule 17a-5g We also made study of the practices and procedures followed by the

Company in making the periodic computations of aggregate indebtedness and net capital under

Rule 17a-3a1 and the procedure for determining compliance with the exemptive provisions of

Rule 5c3-3 Because the Company does not carry security accounts for customers or perform

custodial functions relating to customer securities we did not review the practices and procedures

followed by the Company related to the following in making the quarterly securities

examinations counts verifications and comparisons and the recordation of differences required

by Rule 7a- 13 in complying with the requirements for prompt payment for securities under

Section of Regulation of the Board of Governors of the Federal Reserve System and in

obtaining and maintaining physical possession or control of all fuliy paid and excess margin

securities of customers as required by Rule 15c3-3

The management of the Company is responsible for establishing and maintaining an internal

control structure 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 internal control structure policies and procedures 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 Commissions above-mentioned

objectives Two of the objectives of an internal control structure 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 financial statements in conformity with generally accepted

accounting principles Rule 7a-5g lists additional objectives of the practices and procedures

listed in the preceding paragraph



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

referred to above errors or irregularities 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 deficiency or combination

of control deficiencies that adversely affects the entitys ability to initiate authorize record

process or report financial data reliably in accordance with generally accepted accounting

principles such that there is more than remote likelihood that misstatement of the entitys

financial 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 misstatementof the financial statements

will not be prevented or detected by the entitys internal control

Our consideration of the internal control structure would not necessarily disclose all matters in the

internal control structure that might be material weaknesses under standards established by the

American Institute of Certified Public Accountants material weakness is condition in which

the design or operation of the specific internal control structure elements does not reduce to

relatively low level the risk that errors or irregularities
in amounts that would be material in

relation to the financial statements being audited may occur and not be detected within timely

period by employees in the normal course of performing their assigned functions However we

noted no matters involving the internal control structure that we consider to be material

weaknesses as defined above

However we noted that due to the size of the Company duties surrounding cash receipts and

disbursements have not been segregated to achieve adequate internal control over these functions

These conditions were considered in determining the nature timing and extent of procedures

performed in our audit of the financial statements for the year ended December 31 2009 and this

report does not effect our report thereon dated March 2010

In addition no facts came to our attention indicating that the exemptive provision of Rule 5c3-3

had not been complied with during the year

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the Commission 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 were adequate at December 31 2009 to meet the

Commissions objectives



This report is intended solely for the use of management the Securities and Exchange

Commission the New York Stock Exchange and other regulatory agencies which rely on Rule

17a-5g under the Securities Exchange Act of 1934 and should not be used for any other purpose

March22010

Atlanta Georgia
RUBJO CPA PC


