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CPAs & Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Member
Meadowbrook Securities, LLC
Jackson, Mississippi

We have audited the accompanying statements of financial condition of Meadowbrook
Securities, LLC (formerly InvestLinc Securities, LLC) as of December 31, 2010 and 2009, and the
related statements of income (loss), changes in equity, and cash flows for the years then ended that
you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. 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 audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the 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
presentation. We believe that our audits provide 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 Meadowbrook Securities, LLC as of December 31, 2010 and
2009, and the results of its operations and cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules I and I 1s presented for
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 to the basic financial

statements taken as a whole.

. PLLL

February 25, 2011

1100 Regions Plaza s P.O. Drawer 22507 & Jackson, MS 39225-2507 ® Ph: 601-948-2924 = Fx: 601-960-9154 » www.hrbccpa.com



MEADOWBROOK SECURITIES, LLC

STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31, 2010 AND 2009

ASSETS

CASH
CERTIFICATE OF DEPOSIT
PREPAID EXPENSES AND DEPOSITS

SECURITIES OWNED:
Marketable, at market value

OFFICE EQUIPMENT AT COST,
less accumulated depreciation of
$18,553 and $15,506, respectively

LIABILITIES AND EQUITY

LIABILITIES:
Accounts payable

EQUITY:
Member's equity

2010 2009

§ 3,622 12,573
- 20,530

2,300 5,200
7,119 5,946

- 3,047

§ 13,041 47,296
$ 3,110 23,779
9,931 23,517

$ 13,041 47,296

The accompanying notes are an integral part of these statements.
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MEADOWBROOK SECURITIES, LLC

STATEMENTS OF INCOME (LOSS)
YEARS ENDED DECEMBER 31, 2010 AND 2009

2010 2009
REVENUES:
Commissions $ 178,900 222,626
Other income 1,300 -
180,200 222,626
OPERATING EXPENSES:
Dues, registration fees and subscriptions 15,787 53,304
Marketing and consulting fees 1,666 15,100
Office rent and services 69,344 97,366
Office supplies and postage 9,555 8,159
Professional fees 3,970 11,747
Salaries and commissions 277,977 372,597
Taxes and licenses 683 1,206
Telephone 6,088 9,294
Travel and entertainment 5,857 16,006
Other operating expenses 18,435 32,269
Operating expenses before fees paid to Parent 409,362 617,048
Fees paid to Parent - 13,950
409,362 630,998
OPERATING LOSS (229,162) (408,372)
OTHER INCOME 2,232 454
NET LOSS $ (226,930) (407,918)

The accompanying notes are an integral part of these statements.
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MEADOWBROOK SECURITIES, LL.C

STATEMENTS OF CHANGES IN EQUITY
YEARS ENDED DECEMBER 31, 2010 AND 2009

2010 2009
BALANCE, January 1 $ 23,517 84,391
Net loss (226,930) (407,918)
Contributions from Member 213,344 358,044
Distribution to Member - (11,000)
BALANCE, December 31 $ 9931 23,517

The accompanying notes are an integral part of these statements.
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MEADOWBROOK SECURITIES, LLC

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2010 AND 2009

2010 2009

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (226,930) (407,918)
Adjustments for differences between net loss and cash used
for operating activities:

Depreciation expense 3,047 3,973
(Increase) decrease in assets:
Interest capitalized - (530)
Commissions receivable - 8,321
Marketable securities (1,173) 408
Prepaid expenses 2,900 25,245
Increase (decrease) in liabilities:
Accounts payable (20,669) (14,448)
Other accrued expenses - (25,282)
Due (to) from Parent - 33,973
Cash used in operating activities (242,825) (376,258)

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of certificate of deposit - (20,000)
Proceeds from certificate of deposit 20,530 -
Cash provided by (used in) investing activities 20,530 (20,000)

CASH FLOWS FROM FINANCING ACTIVITIES:

Contributions from Member 213,344 358,044
Distribution to Member - (11,000)
Cash provided by financing activities 213,344 347,044
NET DECREASE IN CASH (8,951) (49,214)
CASH AT BEGINNING OF YEAR 12,573 61,787
CASH AT END OF YEAR $ 3,622 12,573

The accompanying notes are an integral part of these statements.
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MEADOWBROOK SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE 1 - NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

The Company is a broker-dealer registered with the Securities and Exchange Commission and
is a member of the Financial Industry Regulatory Authority (FINRA). The Company is a Delaware
limited liability company that is wholly-owned by Meadowbrook Capital, LLC (“Parent”). The
Company’s primary source of income is selling limited liability company interests.

Cash and Cash Equivalents

The Company considers all checking accounts, money market accounts and investments
purchased with an original maturity of three months or less to be cash and cash equivalents.

Commissions Receivable

The Company considers commissions receivable to be fully collectible; accordingly, no
allowance for doubtful accounts is required. If amounts become uncollectible, they will be charged
to operations when that determination is made.

Fair Value of Financial Instruments

The carrying amounts of cash, receivables and accounts payable approximate their fair values
due to the short maturity of these instruments.

The Company records its investments in marketable securities at fair market value. Realized
gains and losses are recorded upon disposition of financial instruments calculated based upon the
difference between the proceeds and the cost basis determined using the specific identification
method. All other changes in valuation of financial instruments are included as changes in the
unrealized gains or losses on investments in the statement of activities.

The Company has adopted the provisions of FASB Codification 820-10, Fair Value
Measurements, which establishes a fair value hierarchy for inputs used in measuring fair value that
maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring
that the most observable inputs be used when available. Observable inputs are those that market
participants would use in pricing the asset or liability based on market data obtained from sources
independent of the Company. Unobservable inputs reflect the Company’s assumption about the
inputs market participants would use in pricing the asset or liability developed based on the best
information available in the circumstances. The fair value hierarchy is categorized into three
levels based on the following:



MEADOWBROOK SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE 1 - NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -
CONTINUED:

Fair Value of Financial Instruments - continued:

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical
assets or liabilities that the Company has the ability to access. Valuation adjustments and
brokerage discounts are not applied to Level 1 securities. 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.

The availability of valuation techniques and observable inputs can vary from security to
security and is affected by a wide variety of factors, including the type of security, whether the
security is new and not yet established in the marketplace, and other characteristics particular to
the transaction. To the extent that valuation is based on models or inputs that are less observable
or unobservable in the market, the determination of fair value requires more judgment. Those
estimated values do not necessarily represent the amounts that may be ultimately realized due to
the occurrence of future circumstances that cannot be reasonably determined. Because of the
inherent uncertainty of valuation, those estimated values may be materially higher or lower than
the values that would have been used had a ready market for the securities existed. Accordingly,
the degree of judgment exercised by the Company in determining fair value is greatest for
securities categorized in Level 3. In certain cases, the inputs used to measure fair value may fall
into different levels of the fair value hierarchy. In such cases, for disclosure purposes, the level in
the fair value hierarchy within which the fair value measurement falls in its entirety is determined
by the lowest level input that is significant to the fair value measurement.

Fair value is a market-based measure considered from the perspective of a market participant
rather than an entity-specific measure. Therefore, even when market assumptions are not readily
available, the Company’s own assumptions are set to reflect those that market participants would
use in pricing the asset or liability at the measurement date. The Company uses prices and inputs
that are current as of the measurement date, including during periods of market dislocation. In
periods of market dislocation, the observability of prices and inputs may be reduced for many
securities. This condition could cause a security to be reclassified to a lower level within the fair
value hierarchy.



MEADOWBROOK SECURITIES, LL.C

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE 1 - NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -
CONTINUED:

Office Equipment and Depreciation

The equipment is stated at cost less accumulated depreciation. Depreciation is provided using
the modified accelerated cost recovery system over the estimated useful lives of the assets.

Recognition of Revenue

The Company records commission income when its customers have collected funds from the
investor and disbursements can be made from the escrow account.

Income Taxes

As a limited liability company, the Company’s taxable income or loss is allocated to its
member. Therefore, no provision or liability for income taxes has been included in the financial
statements.

The Company adopted the provisions of FASB ASC 740-10 effective January 1, 2009.
ASC 740-10 (formerly FIN 48) clarifies the accounting and recognition for income tax positions
taken or expected to be taken in the Company’s income tax returns. In accordance with the
provisions of ASC 740-10, the Company recognizes the effect of income tax provisions only if
those positions are more likely than not of being sustained. Changes in recognition or
measurement are reflected in the period in which the change in judgment occurs. The adoption of
this standard did not have a financial impact on the Company's financial statements.

The Company files income tax returns in the U.S. federal jurisdiction and various state
and local jurisdictions. With limited exceptions, the Company is no longer subject to U.S. federal,
state, or local income tax examinations by tax authorities for fiscal years before 2007.
Management does not anticipate any adjustments from any tax authorities that would result in a
material change to the Company's financial position. The Company has not recognized a provision
for any unrecognized tax benefits, or interest or penalties thereon, in the accompanying balance
sheets or statements of income.

Estimates

The preparation of financial statements in conformity with U.S. 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.

-8-



MEADOWBROOK SECURITIES, LL.C

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE 2 - BUSINESS, CREDIT AND OTHER CONCENTRATIONS
A major customer is a single customer generating 10% or more of total income. In 2010
and 2009, the Company generated commissions from two and one customers, respectively, that

totaled approximately 100% and 42% of total revenue, respectively. At December 31, 2010 and
2009, receivables from these customers totaled $0.

NOTE 3 - INVESTMENTS

Investments are summarized as follows:

December 31, 2010
Quoted Prices in  Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
Cost Market (Level ) (Level 2) (Level 3)
Equity Securities $3.300 7,119 7,119 - -
December 31, 2009
Equity Securities  $3.300 5,946 5,946 - -

Unrealized gain (losses) on investments of $1,173 and $(408) for 2010 and 2009,
respectively, have been reported on the statements of income (loss). ‘

NOTE 4 - RELATED PARTY TRANSACTIONS

Transactions with the Member and affiliated entities during the years ended December 31,
2010 and 2009 were as follows:

010 2009
Commissions revenue $ 178,900 93,899
Fees paid - 13,950

In 2010 and 2009, the Company’s payroll was processed and payroll taxes paid through a
paymaster account controlled by the Company.

-9-



MEADOWBROOK SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE 5- COMMITMENTS

The Company leases a portion of its office space under a noncancelable operating lease. Rent
expense for this office space in 2010 and 2009 was $69,344 and $97,366, respectively. A portion
of the office space was utilized by affiliated companies in 2010, and they made payments to the
lessor for the space they occupied. The Company was the only occupant of the space in 2009.

Minimum future lease payments and anticipated payments by affiliated companies at December
31, 2010 are as follows:

Year Total Affiliated
2011 $ 99,145 39,145
2012 76,020 31,020

NOTE 6 - OPERATING LOSS

The accompanying financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America, which assumes continuation of the
Company as a going concern. During the current fiscal year, the Company incurred a significant
operating loss from operations which was funded by capital contributions from its Parent
Company. Management believes that the actions presently being implemented to revise the
Company’s operations should sustain the Company as a going concern. If needed, management
will seek capital from its Parent to satisfy net capital requirements.

NOTE 7 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1) 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 1 (and the rule
of the "applicable" exchange also provides that equity capital may not be withdrawn or cash
dividends paid if the resulting net capital ratio would exceed 10 to 1). At December 31, 2010, the
Company had net capital of $6,563 (2009 - $14,327), which was $1,563 (2009 - §9,327) in excess

of its required net capital of $5,000 (2009 - $5,000). The Company’s net capital ratio was 0.47 to
L.

-10-



MEADOWBROOK SECURITIES, LL.C

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE 8 - SUBSEQUENT EVENTS
The Company had no subsequent events of a material nature requiring disclosure in the

financial statements through February 25, 2011, the date the financial statements were approved
by the Company’s management and thereby available to be issued.

-11-
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MEADOWBROOK SECURITIES, LLC SCHEDULE I

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2010

NET CAPITAL:
Total equity § 9931

Deductions:
Non-allowable assets from statement of
financial condition:

Prepaid expenses 2,300
Net capital before haircuts on security positions 7,631
Haircuts 1,068
Net capital 6,563

AGGREGATE INDEBTEDNESS:
Items included on statement of financial condition $ 3,110

COMPUTATION OF BASIC NET CAPITAL

REQUIREMENT:
Minimum net capital required (greater of $5,000 or
6.67% of aggregate indebtedness) 5,000
Excess net capital $ 1,563
Ratios: Aggregate indebtedness to net capital 047to 1

RECONCILIATION WITH COMPANY COMPUTATION
(included in Part ITA of Form X-17A-5 as of December 31,

2010):
Net capital, as reported in Company's Part IIA (unaudited)
FOCUS Report $§ 6,563
Differences -
Net capital, per above $ 6,563

-12-



MEADOWBROOK SECURITIES, LLC SCHEDULE II

OTHER SCHEDULES
DECEMBER 31, 2010 AND 2009

The following schedules are not being filed as they are inapplicable or not required:

1.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3 is not
applicable since respondent does not carry securities accounts for customers or perform
custodial functions relating to customer securities.

Information relating to the possession or control requirements under Rule 15¢3-3 is not
required since respondent does not carry securities accounts for customers or perform

custodial functions relating to customer securities.

Reconciliation between audited and unaudited Statements of Financial Condition with
respect to methods of consolidation.

Statement of Changes in Liabilities Subordinated to Claims of Creditors is not required since
no liabilities of the respondent are subordinated to the general claims of creditors.

-13-



CPAs & Advisors

INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS' REPORT
ON INTERNAL CONTROL

To the Member
Meadowbrook Securities, LLC
Jackson, Mississippi

In planning and performing our audit of the financial statements and supplemental schedules of
Meadowbrook Securities, LLC (the “Company”) as of and for the year ended December 31, 2010 in
accordance with auditing standards generally accepted in the United States of America, 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 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 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 (or aggregate debits) and net capital under Rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of Rule 15¢3-3. Because the Company
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 Company 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 Reserve Regulation T of the Board of Governors of the Federal Reserve System.

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 made 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

-14-



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 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 or 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 the 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
combination of control deficiencies, that adversely affects the entity’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with 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
previously.

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
Company's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2010, to meet the SEC's objectives.

This report is intended solely for the information and use of 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 and dealers, and is not intended to be and should not be used by

anyone other than these specified parti7$.
CBQZ\MM % Pee

February 25, 2011
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INDEPENDENT ACCOUNTANTS’ REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTITY’S STPC ASSESSMENT RECONCILIATION

To the Member
Meadowbrook Securities, LLC
Jackson, MS

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 [General Assessment Reconciliation (Form SIPC-7)] to the Securities
Investor Protection Corporation (SIPC) for the year ended December 31, 2010, which were
agreed to by Meadowbrook Securities, LLC and the Securities and Exchange Commission,
Financial Industry Regulatory Authority, Inc., and SIPC, solely to assist you and the other
specified parties in evaluating Meadowbrook Securities, LLC’s compliance with the applicable
instructions of the General Assessment Reconciliation (Form SIPC-7). Meadowbrook Securities,
LLC’s management is responsible for Meadowbrook Securities, LLC’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:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement record entries (general ledger), noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2010, as applicable, with the amounts reported in Form SIPC-7 for the

year ended December 31, 2010, noting no differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers (general ledger), noting no differences;

-16-



4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the

related schedules and working papers (general ledger) supporting the adjustments, noting
no differences; and :

5. Compared the amount of any overpayment applied to the current assessment with the
Form SIPC-7 on which it was originally computed, noting no differences.

We were not engaged to, and did not, conduct any 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.

A R Buisbs b e

February 28, 2011

-17-
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