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OATH OR AFFIRMATION

I,
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

MKG FINANCTAT, GROUP, INC. » as
of __ December 31 , ,2010 | 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, except as follows:

i Caskill . , swear (or affirm) that, to the best of

Mo X
PP X 20 = ) vaaa 4 -y EA == =

SR, OFFICIAL SEAL :
.l KIMBERLEY 8. SELLECK
NOTARY PUBLIC-OREGON
7 COMMISSION NO. 444838
MY COMMISSION EXPIRES DEC. 6, 2013

N%ary Public

This report ** contains (check all applicable boxes):
[t (a) Facing Page. ‘

[} (b) Statement of Financial Condition.

é (c) Statement of Income (Loss).

President

Title

(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
[J (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
3 (g) Computation of Net Capital.
[ (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O () 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.
[0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. ‘
%1 (1) An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
0 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
x(0)Indepentent auditors' report on Internal accounting Control
** For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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Duane Liebswager, CPA P.C.
Certified Public Accountant

15405 SW 116th Avenue, Suite 105
‘King City, OR 97224

Duane G. Lieﬁswager

Report of Independent Certified Public Accountants

Board of Directors
MKG Financial Group, Inc.

We have audited the accompanying statements of financial condition
of MKG Financial Group, Inc. (An Oregon “S” Corporation) as of
December 31, 2010 and 2009, and the related statements of income
and comprehensive income, changes in stockholder's equity, and
cash flows for the years then ended. These financial statements
are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in The United States of America. Those
standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a
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
presentatlon We believe our audit provides a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above,
present fairly, in all material respects, the financial position
of MKG Financial Group, Inc. as of December 31, 2010 and 2009, and
the results of its operations and its cash flows for the years
then ended in conformity with accounting principles generally
accepted in The United States of America.

% ﬁpuﬁmwy&u cnﬂ/% l.c.

Duane Liebswager, C.P.A.
Certified Public Accountant

February 9, 2011

Phone 503/624-0940 ~ FAX 503/684-8104 ~ Oregon Watts 1/800/338-7975



MKG FINANCIAIL GROUP, INC.
STATEMENTS OF FINANCIAL CONDITION
December 31, 2010 and 2009

2010 2009

ASSETS

Cash $ 2,676 S 45,676
Receivables from broker dealers 22,917 658
Receivables, inventory positions at

clearing corporation 15,278 455
Deposits with clearing organizations 25,000 25,000
Furniture, equipment at cost - net of

accumulated depreciation of $139,188

and $132,447 28,514 9,381
Prepaid expenses 12,372 12,342
Cash surrender value life insurance 3,130 6,290
TOTAL ASSETS $109,887 $_99,802
LIABILITIES AND STOCKHOLDER'S EQUITY
Accounts payable and accrued

liabilities $ 36,397 $ 38,654
Bank loan payable 14,984 0
TOTAL LIABILITIES 51,381 38,654
STOCKHOLDER'S EQUITY
Common stock, $1 par value, 100

shares authorized and issued 100 100
Additional paid-in capital 139,119 139,119
Retained earnings ( 80,713) ( 78,071)
Total stockholder's equity 58,506 61,148

$109,887 $_99,802

See accompanying notes and accountants' audit report.
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MKG FINANCIAL GROUP, INC.

STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

Years Ended December 31, 2010 and 2009

REVENUES

Commigsions

Sale of investment company shares
Interest

Rent income

Other

Total revenue

EXPENSES

Employee compensation and taxes
Commissions and floor brokerage
Regulatory fees and assessments
Communications

Occupancy and equipment rents
Professional fees

Other expenses

Depreciation

Total expenses

NET INCOME,
ITEMS

(LOSS) BEFORE COMPREHENSIVE

COMPREHENSIVE ITEMS:

Unrealized Gains (Losses) on Securities
available for resale (net of income
taxes)

NET INCOME (LOSS)

2010 2009
$900,902 $723,912
0 62

4,634 14
31,849 29,813
14,557 6,084
951,942 759, 885
227,871 200,453
89,454 62,762
8,509 7,173
17,005 19,090
138,921 139,919
95,024 7,302
166,485 126,326
6,741 11,382
750,010 574,407
201,932 185,478
( 353) 170
$201,579 $185,648

See accompanying notes and accountants' audit report.
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MKG FINANCIAL GROUP, INC.
STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY
For the Years Ended December 31, 2010 and 2009

Common Stock Paid-In Retained
Shares Amount Capital Earnings Total

Balance at
December 31, 2008 100 S 100 $139,119 (%$89,982) $ 49,237

Net income (loss)

for the year 185,648 185,648
Distributions (173,737) (173,737)
Balance at

December 31, 2009 100 100 139,119 ( 78,071) 61,148
Net income (loss)

for the year 201,579 201,579
Distributions (204,221) (204,221)
Balance at

December 31, 2010 00 S 100 $139,119 ($80,713) $_58,506

See accompanying notes and accountants' audit report.
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MKG FINANCIAL GROUP, INC.
STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2010 and 2009

2010 2009
Increase (Decrease) in Cash and Cash Equivalents:
Cash flows from operating activities:

Cash received from operations $925,049 $760,049
Cash paid to employees and suppliers (757,422) (584,004)
Interest received 4,634 14
Interest paid 0 0
Income taxes ( 150) ( 10)

Net cash provided by operating activities 172,111 122,998
Cash flows from investing activities:

Purchase of equipment ( 25,874) 0
Net cash provided by investing activities( 25,874) 0
Cash flows from financing activities:

Bank loans 14,984 0
Distributions (204,221) (173,737)
Net cash used by financing activities (189,237) (173,737)
Net increase in cash and cash

equivalents ( 43,000) 2,312
Cash and cash equivalents at beginning

of year 45,676 43,364
Cash and cash equivalents at end of

Year $ 2,676 $_45,676

Reconciliation of net income to net cash provided by operating
activities:
Net income (loss) $201,579 $185,648
Adjustments to reconcile net loss to
net cash used in operating activities:

Amortization and depreciation 6,741 11,382

Change in assets and liabilities:

Receivables from brokers or dealers ( 22,259) 164

Prepaid expenses, investments and CSV ( 11,693) 10,086

Accounts payable ( 2,257) ( 31,231)
Total adjustments (29,468) ( 9,599)

Net cash used in operating activities $172,111 $176,049

Disclosure of accounting policy:
For purposes of the statement of cash flows, the Company considers
cash on hand and cash in bank to be cash equivalents.

See accompanying notes and accountants' audit report.
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MKG FINANCIAL GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company is an Oregon corporation and a registered broker-
dealer in securities under the Securities and Exchange Act of
1934, as amended. The Company renders broker-dealer services in
securities on both an agency and principal basis to its customers
who are fully introduced to Pershing. The Company is exempt from
the reserve requirements under SEC Rule 15c¢3-3(k) (2) (B), since it
does not handle or carry customer securities and cash.

A summary of the Company's significant accounting policies
consistently applied in the preparation of the accompanying
financial statements follows:

1. Revenue Recognition

Security transactions and related revenue are recorded on a trade
date basis, as if they had settled.

2. Securities Valuation

Marketable securities owned are stated at market value with
changes in value reflected currently in the results of operations
for the year.

3. Receivables

Receivables from Dbrokers or dealers consist of commissions
receivable and are considered fully collectible.

Receivables from non-customers consist of Dbalances due for
services rendered and are considered collectible by management.

4. Securities

Marketable securities are valued at market value and the resulting
difference between cost and market is included in income.

5. Income Taxes

The Company elected, effective April 1, 2000 to be treated as an
wg” Corporation under the Internal Revenue Code. Instead of
paying corporate income taxes, the shareholders of an “8”
Corporation are taxed individually on the Company’s taxable income
or loss. Therefore, no provision or liability for federal and
state corporate income taxes has been included in these financial
statements.



MKG FINANCIAL GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2010

6. Use of Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles 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.

7. Property and Equipment

Property and equipment are carried at cost. Depreciation is
provided using straight-line method for financial reporting
purposes using estimated useful 1life of five to ten vyears.
Depreciation expense amounted to $6,741 and $11,382. for calendar
years ending December 31, 2010 and 2009 respectively.

NOTE B - LEASES

Operating Leases - The Company occupies office space under an
operating lease expiring December 2012, which is personally
guaranteed by the shareholder. The lease requires the Company to
pay 1its proportionate share of operating expenses for -the
building; principally real estate taxes, insurance, repairs and
maintenance and utilities. Total rent expense for the years ended
December 31, 2010 and 2009, was approximately $138,921 and
$137,450 respectively.

Future minimum lease payments under non-cancelable operating
leases as of December 31, 2010 are approximately as follows:

One year $137,700
Two year 141,000
Total $278,700

The Company has subleased part of its office space under an
operating lease expiring February 2011. Future minimum lease
payments to be received under the lease are:

One year S 5,308
Total S 5,308



MKG FINANCIAL GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2010

NOTE C - COMMON STOCK

The Company was incorporated under the laws of the State of
Oregon. In conjunction with the incorporation, the Board of
Directors authorized the issuance of 100 shares of $1. par value
common stock, all of which are outstanding at December 31, 2010.

NOTE D - NET CAPITAL REQUIREMENTS

The Company is subject to the net capital rule (Rule 15c3-1) of
the Securities and Exchange Commission. This rule prohibits the
Company from engaging in any securities transaction at a time when
its T"aggregate indebtedness" exceeds fifteen times its '"net
capital" as those terms are defined by the rule. At December 31,
2010, the Company's net capital and required net capital, as
defined, were $17,302 and $5,000 respectively, and its ratio of
aggregate indebtedness to net capital was 2.97 to 1.

NOTE E - CONCENTRATION OF CREDIT RISK

The Company maintains cash balances at one financial institution
located in Portland, Oregon. Accounts are insured by the Federal
Deposit Insurance Corporation up to $250,000. At December 31,
2010 the Company's uninsured cash balance was $.00.

NOTE F - FURNITURE, EQUIPMENT AND LEASEHOLD IMPROVEMENTS

Furniture, equipment and leasehold improvements consist of the
following at December 31, 2010:

Vehicle S 25,874
Furniture and fixtures 41,541
Office equipment 59,559
Leasehold improvements 40,728

167,702
Less accumulated depreciation and amortization (132,188)

S 28,514

NOTE G - EMPLOYEE BENEFIT PROGRAM

The Company has a savings incentive match plan covering employees
who meet prescribed requirements. The Company contributes a
matching contribution to each eligible employee equal to the
employee’s salary reduction contributions up to a limit of 3% of
the employee’s compensation for the calendar year. The Company
made contributions to the plan of approximately $1,771 for the
year ended December 31, 2010.
S



MKG FINANCIAL GROUP, INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2010

NOTE H - BANK LOAN PAYABLE

The balance of the bank loan 1is secured by a CD listed under

inventory positions. When the CD matures in 2011, the balance
will be paid in full.
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SUPPLEMENTARY INFORMATION
PURSUANT TO RULE 17A-5 OF THE

SECURITIES EXCHANGE ACT OF 1934
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Duane Liebswager, CPA P.C.
Certified Public Accountant

15405 SW 116th Avenue, Suite 105
King City, OR 97224

Duane G. Liebswager

Report of Independent Certified Public Accountants
on Supplemental Information Required by SEC Rule 17a-5

Board of Directors
MKG Financial Group, Inc.

We have audited the financial statements of MKG Financial Group,
Inc. for the year ended December 31, 2010 and 2009 and have issued
our report dated February 9, 2011.

Our audit was made for the purpose of forming an opinion on :such
financial statements taken as a whole. The information contained
in Schedules 1 and 2 on the following pages 1is presented for
purposes of additional analysis and is not a required part of. the
basic financial statements, but is supplemental information
required by Rule 17a-5 of the Securities and Exchange Commission.
such information has been subjected to the procedures applied in
the audit of the basic financial statements and, in our opinion,
ig fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

%’W QPWQW%) cra P,

Duane Liebswager, C.P.A., PC
Certified Public Accountant

February 9, 2011
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MKG FINANCIAL GROUP, INC.
SCHEDULE 1

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

IIA FORM X-17A-5 THE UNITED STATES SECURITIES AND EXCHANGE

COMMISSION

COMPUTATION OF NET CAPITAL
For Years Ended December 31,

Stockholders' equity from statement of
financial condition

Deduct equity not allowable for net
capital

Stockholders' equity qualified for
net capital

Deductions and/or charges
Non-allowable assets:
Furniture and equipment

Prepaid expenses & receivables

Net Capital before haircuts
Haircut on other securities
Net Capital

Computation of net capital requirement
Minimum net capital required

Minimum dollar net capital requirement
Excess net capital
Excess net capital at 1000%

Aggregate Indebtedness
Items included from statement of
financial condition:
Accounts payable and accrued
liabilities
Bank loan payable
Total aggregate indebtedness

Aggregate indebtedness to
net capital

Ratio:

13

2010 and 2009

2010 2009
$58,506 $61,148
0 0
58,506 61,148
(28,514) ( 9,381)
(12,372) (12,342)
17,620 39,425
( 68) ( 892)
$17,302 $39,357
$.3,426  $.2,577
S 5,000 S 5,000
512,302  $34,357
$12,164 $35,492
$36,397 538,654
14,984 0
$51,381 538,654
2.97 to 1, .98 to




MKG FINANCIAL GROUP, INC.
SCHEDULE 2

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT - PART
ITA FORM X-171-5 THE UNITED STATES SECURITIES AND EXCHANGE
COMMISSION

RECONCILIATION OF COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
For Years Ended December 31, 2010 and 2009

2010 2009

NET CAPITAL

Net capital as of December 31, per
unaudited report filed by respondent $17,302 $36,969

Adjustments

Effect on net income for adjustments

Increase in cash 0 109
Decrease in aggregate indebtedness 0 2,279

Net capital at December 31, as adjusted $17,302 $39,357
AGGREGATE INDEBTEDNESS
Total aggregate indebtedness as of

December 31, per unaudited report

filed by respondent S51,382 $40,933
Decrease in accounts payable 0 (2,279)

Total aggregate indebtedness as of
December 31, as adjusted 551,382 $38,654

14



Duane Liebswager, CPA P.C.
Certified Public Accountant

15405 SW 116th Avenue, Suite 105
’.King City, OR 97224

Duane G. Liebswager

Report of Independent Certified Public
Accountants on Internal Accounting Control

Board of Directors
MKG Financial Group, Inc.

We have audited the financial statements of MKG Financial Group,
Inc. for the years ended December 31, 2010 and 2009, and have
issued our report thereon dated February 9, 2011. As part of our
audit, we made a study and evaluation of the Company's system of
internal accounting control (which includes the procedures for
safeguarding securities) to the extent we considered necessary to
evaluate the system as required by generally accepted auditing
standards. The purpose of our study and evaluation, which
included obtaining an understanding of the accounting system, was
to determine the nature, timing and extent of the auditing
procedures necessary for expressing an opinion on the financial
statements.

We also made a study of the practices and procedures followed by
the Company in making the periodic computations of aggregate
indebtedness and net capital under rule 17a-3(a)(11l) and the
procedures for determining compliance with the exemptive

provisions of rules 15¢3-3. No facts came to our attention that
such conditions for exemption from rule 15c¢3-3 had not been
complied with during the year. We did not review the practices

and procedures followed by the Company in making the guarterly
securities examination, counts, verifications and comparisons and
the recordation of differences required by rule 17a-13 or in
complying with the requirements for prompt payment for securities
under Section 8 of Regulation T of the Board of Governors of the
Federal Reserve System, because the Company does not carry
security accounts for customers or perform custodial functions
relating to customer securities.

The management of the Company is responsible for establishing and
maintaining a system of internal accounting control and the
practices and procedures referred to in the preceding paragraph
and to assess whether those practices and procedures can be
expected to achieve the Commission's above mentioned objectives of
a system 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 wunauthorized use or disposition, and that
transactions are executed 1in accordance with management's
authorization and recorded properly to permit the preparation of
financial statements 1in accordance with generally accepted
accounting principles.
15
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Because of inherent limitations in any system of internal
accounting control or the practices and procedures referred to
above, errors or irregularities may nevertheless 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 degree of compliance
with them may deteriorate.

Our study and evaluation made for the limited purpose described in
the first paragraph would not necessarily disclose all material

weaknesses in the system. Accordingly, we do not express an
opinion on the system of internal accounting control of the
Company taken as a whole. However, our study and evaluation

disclosed the following condition that we believe results in more
than a relatively low risk that errors or irregularities in
amounts that would be material in relation to the financial
statements of MKG Financial Group, Inc. may occur and not be
detected within a timely period. We noted that the Company
maintains a limited number of accounting personnel, thereby
resulting in a condition which precludes adequate segregation of
accounting duties, thus causing inadequate controls over
accounting transactions. It is the belief of management that, in
addition to the impracticability of adding to the staff,
management's involvement in the day-to-day Dbusiness affairs
offsets the lack of internal controls created by an insufficient
number of personnel. This condition was considered in determining
the nature, timing and extent of the audit tests to be applied in
our audit of the 2010 and 2009, financial statements and this
report does not affect our report on these financial statements
dated February 9, 2011.

We understand that practices and procedures that accomplish the
objective 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 objective in all material respects indicate a
material inadequacy for such purposes. Based on this
understanding and on our study and evaluation, we believe that the
Company's practices and procedures at December 31, 2010 and 2009,
except for the matter described in the preceding paragraph, meet
the Commission's objectives.

This report is intended solely for the use of management and the
Securities and Exchange Commission and the Financial Industry
Regulatory Authority, Inc. and should not be used for any other

%ﬂj;/ fuﬂwgw cha fc,

Duane Liebswager, C.P.A., PC
Certified Public Accountant

February 9, 2011
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