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OATH OR AFFIRMATION

I, MARK K GASKILL , swear (or affirm) that, to the best of ‘
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to-the firm of

MKG FINANCIAL GROUP, INC. - , as
of ____ pDECEMBER. 21 - . ,2011 , 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:

‘Signature

PRESIDENT
' Title

OFFICIAL SEAL
ALYSSA M. MARSH
NOTARY PUBLIC - OREGON
COMMISSION NO. 462700

344
MY COMMISSION EXPIRES OCTOBER 13,2015

Notary ﬂublic

This report ** contains (check all applicable boxes):
@ (a) Facing Page.
- @ (b) Statement of Financial Condition.
4 (c) Statement of Income (Loss).
1 (d) Statement of Changes in Financial Condition. ;
[ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
a o Statement of Changes in Liabilities Subordinated to Claims of Creditors. -
[ (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.
J (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. ’
3@ (1) An Oath or Affirmation.
3t (m)A copy ef the SIPC Supplemental Report.
O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.
X(o) Independent auditors' report on Internal accounting Control.
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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(An Oregon “S” Corporation)

Annual Audited Report

December 31, 2011 and 2010

DUANE LIEBSWAGER, C.P.A., PC
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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

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, 2011 and 2010, and the related statements of income
and comprehensive income, changes in stockholder's equity, and
cash flows for the vyears 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
presentation. 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, 2011 and 2010, 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.

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

February 9, 2012

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




MKG FINANCIAL GROUP, INC.
STATEMENTS OF FINANCIAL CONDITION
December 31, 2011 and 2010

2011 2010

ASSETS
Cash $ 13,239 $ 2,676
Receivables from broker dealers 10,004 22,917
Receivables, inventory positions at

clearing corporation 190 15,278
Deposits with clearing organizations 25,000 25,000
Furniture, equipment at cost - net of

accumulated depreciation of $146,996

and $139,188 20,706 28,514
Prepaid expenses 8,115 12,372
Cash surrender value life insurance 11,968 3,130
TOTAL ASSETS $_89,222 $109,887
LIABRILITIES AND STOCKHOLDER'S EQUITY
Accounts payable and accrued

liabilities S 36,003 $ 36,397
Bank loan payable 0 14,984
TOTAL LIABILITIES 36,003 51,381
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 ( 86,000) ( 80,713)
Total stockholder's equity 53,219 58,506

$ 89,222 $109,887

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, 2011 and 2010

REVENUES

Commissions

Sale of investment company shares
Interest dividends

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, (LOSS) BEFORE COMPREHENSIVE

ITEMS

COMPREHENSIVE ITEMS:

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

NET INCOME (LOSS)

2011 2010
$1,085,172 $900,902
1,072 0
4,671 4,634
14,441 31,849
16,470 14,557
1,121,826 951,942
378,616 227,871
112,679 89,454
9,801 8,509
19,568 17,005
129,136 138,921
56,990 95,024
229,916 166,485
7,808 6,741
944,514 750,010
177,312 201,932
89 ( 353)
177,401 $201,579

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, 2011 and 2010

Common Stock Paid-In Retained

Shares Amount Capital Earnings Total
Balance at
December 31, 2009 100 $ 100 $139,119 (s78,071) $ 61,148
Net income (loss)
for the vyear 201,579 201,579
Distributions (204,221) (204,221)
Balance at
December 31, 2010 100 100 139,119 ( 80,713) 58,506
Net income (loss)
for the vyear 177,401 177,401
Distributions (182,688) (182,688)
100 $ 100 $139,119 ($86,000)$ 53,219

|

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, 2011 and 2010

2011 2010
Increase (Decrease) in Cash and Cash Equivalents:
Cash flows from operating activities:

Cash received from operations $1,145,245 $925,049
Cash paid to employees and suppliers ( 941,531) ( 757,422)
Interest received 4,671 4,634
Interest paid 0 0
Income taxes ( 150) ( 150)
Net cash provided by operating

activities 208,235 172,111
Cash flows from investing activities:

Purchase of equipment 0 ( 25,874)
Net cash provided by investing

activities 0 ( 25,874)
Cash flows from financing activities:

Bank loans ( 14,984) 14,984
Distributions ( 182,688) (204,221)

Net cash used by financing activities ( 197,672) (189,237)
Net increase in cash and cash

Equivalents 10,563 ( 43,000)
Cash and cash equivalents at beginning

of year 2,676 45,676
Cash and cash equivalents at end of

year S 13,239 $_ 2,676

Reconciliation of net income to net cash provided by operating
activities:
Net income (loss) $ 177,401 $201,579
Adjustments to reconcile net loss to
net cash used in operating activities:

Amortization and depreciation 7,808 6,741

Change in assets and liabilities:

Receivables from brokers or dealers 12,913 ( 22,259)

Prepaid expenses, investments and CSV 10,507 ( 11,693)

Accounts payable ( 394) ( 2,257)
Total adjustments 30,834 ( 29,468)

Net cash used in operating activities $ 208,235 $172,111

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, 2011

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 wvalue with
changes in value reflected currently in the results of operations
for the year.

3. Receivables

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

Receivables from non-customers consist of balances 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
“S” Corporation under the Internal Revenue Code. Instead of
paying corporate income taxes, the shareholders of an %S”
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, 2011

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 1is
provided using straight-line method for financial reporting
purposes using estimated useful 1life of five to ten vyears.
Depreciation expense amounted to $7,808 and $6,741 for calendar
years ending December 31, 2011 and 2010 respectively.

NOTE B - LEASES

Operating Leases - The Company occupies office space under an
operating lease expiring November 2012, which 1is 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, 2011 and 2010, was approximately $127,256 and
$138,921 respectively.

Future minimum lease payments under non-cancelable operating
leases as of December 31, 2011 are approximately as follows:

Two year $107,317
Total $107,317

During 2011, the Company modified it’s lease agreement reducing
the space rented.



MKG FINANCIAL GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2011

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, 2011.

NOTE D - NET CAPITAL REQUIREMENTS

The Company is subject to the net capital rule (Rule 15c¢c3-1) of
the Securities and Exchange Commission. This rule prohibits the
Company from engaging in any securities transaction at a time when
its '"aggregate indebtedness" exceeds fifteen times its '"net
capital" as those terms are defined by the rule. At December 31,
2011, the Company's net capital and required net capital, as
defined, were $24,398 and $5,000 respectively, and its ratio of
aggregate indebtedness to net capital was 1.48 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,
2011 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, 2011:

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

167,702
Less accumulated depreciation and amortization (146,996)

S 20,706

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 $7,045 for the
year ended December 31, 2011.
9



MKG FINANCIAL GROUP, INC.

NOTES TO FINANCIAL STATEMENTS

December 31, 2011

' NOTE H - BANK LOAN PAYABLE

The balance of the bank loan during 2010 is secured by a CD listed
under inventory positions. The CD matured in 2011, and the
balance was paid in full.

NOTE I - COMMITMENTS AND CONTINGENT LIABILITIES

The Company does not have any commitments or contingent
liabilities other than those stated in these financial statements,

10



SUPPLEMENTARY INFORMATION
PURSUANT TO RULE 17A-5 OF THE
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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, 2011 and 2010 and have issued
our report dated February 9, 2012.

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 1s supplemental information
required by Rule 17a-5 of the Securities and Exchange Commission.

Such information has been subjected to the procedures applled 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.

% gp cpﬁﬂc

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

February 9, 2012
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MKG FINANCIAL GROUP, INC.
SCHEDULE 1

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT - PART
IIA FORM X-17A-5 THE UNITED STATES SECURITIES AND EXCHANGE
COMMISSION

COMPUTATION OF NET CAPITAL
For Years Ended December 31, 2011 and 2010

2011 2010
Stockholders' equity from statement of

financial condition $53,219 $58,506
Deduct equity not allowable for net

capital 0 0
Stockholders' equity qualified for

net capital 53,219 58,506
Deductions and/or charges

Non-allowable assets:

Furniture and equipment (20, 706) (28,514)
Prepaid expenses & receivables ( 8,115) (12,372)
Net Capital before haircuts 24,398 17,620

Haircut on other securities 0 ( 68)
Net Capital 524,398 $17,302
Computation of net capital requirement

Minimum net capital required $_ 2,400 S 3,426
Minimum dollar net capital requirement $_ 5,000 $_ 5,000
Excess net capital $19,398 $12,302
Excess net capital at 1000% $20,798 $12,164
Aggregate Indebtedness
Items included from statement of

financial condition:

Accounts payable and accrued

liabilities $36,003 $36,397
Bank loan payable 0 14,984
Total aggregate indebtedness $36,003 $51,381
Ratio: Aggregate indebtedness to
net capital 1.48 to 1. 2.97 to 1.
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MKG FINANCIAL GROUP, INC.
SCHEDULE 2

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

COMMISSION

RECONCILIATION OF COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

For Years Ended December 31, 2011 and 2010

NET CAPITAL

Net capital as of December 31, per
unaudited report filed by respondent

Adjustments

Effect on net income for adjustments
Rounding

Decrease in aggregate indebtedness

Net capital at December 31, as adjusted

AGGREGATE INDEBTEDNESS

Total aggregate indebtedness as of
December 31, per unaudited report
filed by respondent

Decrease in accounts payable

Total aggregate indebtedness as of
December 31, as adjusted

14

2011 2010

$23,940 $17,302
1 0

457 0
$24,398  $17,302
$36,460 $51,382
( 457) 0
$36,003  $51,382



Duane Liebswager, CPA P.C.
Certified Public Accountant

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

Duane G. Liebswager
Independent Accountants’ Report on App yving Agreed-Upon Procedures
Related to an Entity’s SIPC Assessment Reconciliation

To the Board of Directors MKG Financial Group, Inc.
1500 SW First Avenue, Suite 1000
Portland, Oregon 97201

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, 2011, which were agreed to by MKG Financial
Group, Inc. and the Securities and Exchange Commission, Financial
Industry Regulatory Authority, Inc., SIPC and other designated
examining authority or specified parties of report, solely to
assist you and the other specified parties in evaluating MKG
Financial Group, Inc. compliance with the applicable instructions

of the General Assessment Reconciliation (Form SIPC-7). MKG
Financial Group, Inc.’s management is responsible for the MKG
Financial Group, Inc.’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 records entries noting no
differences,

2. Compared the amounts reported on the audited Form-X17A-5 for
the year ended December 31, 2011, as applicable, with the
amounts reported in Form SIPC-7 for the year ended December
31, 2011, noting no differences;

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

4. Proved the arithmetical accuracy of the calculations
reflected in Form SIPC-7 and in the related schedules and
working papers supporting the adjustments noting no
differences; and

15
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5. Compared the amount of any overpayment applied to the current
agssessment with the Form SIPC-7T on which it was originally
computed 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 those specified parties.

Prae Fillaigor ct p.c.

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

February 9, 2012
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COMPLIANGE
SECURITIES INVESTOR PROTECTION CORPORATION
JAN-BE3 0201 92185 Washington, D.C. 20090-2185 SIPC-7

202-371-8300
eneral Assessment Reconciliation (33-REV 7/10)

e fiscal year ended é}zméza_}j 2047
{Reagd carefully the insiructions in your Working Copy before cumplsting this Form)
TO BE FILED BY ALL SIPC MEMBERS WITH FRS'G;%L YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no.-and month in which fiscal year ends for
purposes of the audit requiremem of SEC Rule 17a-5:

‘ 052602 FINRA DEC | ~ Note: If any of ma‘informalior} shown on the

) v : mailing label requires correction, please e-mail
MKG FINANGIAL GROUP NG 23°25 » inc.ora
1500 SW 15T AVE STE 1000 any corractions to form@sipc.org and so

) indi iled.
PORTLAND OR $7201 dicate on the form filed

SIPC-7

(33-REV 7/10)

~Name and telephone number of person to
coniact respecting this form.

L___ ____Jr%—‘f Dﬂ(//@ S

SC3~R26 —~§ 7O

2. A. General Assessment (ilem 2e from page 2) $ o?/ 5(5/%
B. Less paymept made wn)u S1PC-6 filed {exclude interest) { ’/ 4; % )
7/2.9 LA .
7 Date Pafl

-C. Less prior overpayment applied { (,&/ }
D. Assessment balance due or {overpayment) : ?fﬂ
E. Intersst computed on late payment (see instruction E} for______days at 20% per annum é/
F. Total asseésment balance-and interest due {of overpayment catried forward) & Iégf
G. PAID WITH THIS FORM: v

Fotet (must b sama a6 F above) s 950
H. Qverpayment carried forward §( /@/ )

3. Subsidiavies {8) and predecessors (P) included in this form (give name and 1934 Act registration aumber):

The SIPC member submitling this torm and the é
person by whom it is executed represent thereby j
that all information contained herein s true. correct Mké 7Z/‘/V /‘/C/ ; (R W) J“—C.»

Naimg, s N [5hip prodh 7, 4
and complete. ¢ ame.sl Cogporat h’m: 3ig et organizalian)

7%’ - ﬂrﬁho:zea Signats ra"!r
ated the /ﬂday of fpare, 20| 2o ' /I/&ip
iTiley

This form and the gssessment payment is due 60 days af!er {he end of the ﬂscai year. Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible piace.

oz Dates :

iz Postmarked Received Reviewed

i

:% Calculation$ e Documentation e e Forward Copy
o .

«on EXceplions:

2.

«» Disposition of exceptions:




DETERMINATION OF “SIPC NET OPERATING REVENUES”
‘ AND GENERAL ASSESSMENT

Amounts fof the fiscal period
beginning g aunt s, 2841

and end

ltem No.

Eliminate cents

2a. Total revenue (FOCUS Line 12/Part 1A Line 9, Gode 4030) $ 4//51// 74

2b. Additions:
(1) Total revenues from the securities business of subsidiaries {except foreign subsidiaries) and
predecessors not includad above.

(2) Net loss fzom principai transactions in securities in trading accounts.

{3) Net loss from principal transactions in commodities in {rading accounts.

{4) Interest and dividenid expense geducted in delsrmining item 2a.

(5) Net loss from management of of participation in the underwriting o1 distribution of securiligs.

{6) Expenses other than advertising, printing, registration fees and legal fees deducted in detarmining net
profit trom management of or participation in underwriting or distribution of securitigs.

=
V2

{7} Net loss from securities in invesiment acocounts.

W

Total additions

y
&=
i
2

g

2 4

=

2¢. Deductions:
(1) Revenues from the distribution of shares ¢f a registered open end investment company of unit
investment trust, from the sale of variabje annuities, from the business of insurance, from investment
advisory sefvices rendersd o registered investment companigs or insurance company separate

acceunts, and from transactions in security fulures products:

.(2) Revenues from gommodity transactions.

[O024

{3) Commissions, floor brokerage and clearance paid to other SIPC mambers in connection with
securities transactions,

{4) Reimbursements for postage i connection with proxy solicitation.

2, 677
/9/‘ _

{5) Net gain from securities in investment accounts.

i

{6) 100% of commissions and markups earned from transactions in (i) certiticates of deposit-and
{ii} Treasury bills, bankers acceptances of commarcial paper that mature. nine months or less
from issuance date.

(7) Direct expenses of printing agvertising and legal fees incurred in connection with other revenus
related 10 ihe securities business (revenue defined by Section 16(8)(L) of the Act).

(8) Other revenue not related either directly of indirectly to the securities business.
{See Instruction C):

{Deductions in excess of $100,000 require documentation)

of total interest and dividend income. 3 7

(ii} 40% of margin interest earned on customers gecurities

{9) (i) Tojal interest and dividend. gxpense (FOCUS Line 22/PART lIA Line 13,
Code 4075 plus line 25(4) above) but not in excess ‘ %
accounts (40% of FOCUS: line 5, Code 3960). ﬁ/

4

Enler the greater of tine (i) or {i})

Total deductions

/490, 347

2. §IPC Net Operaling Revenues $

g8/, ¢l¢

6. Genera! Assessment @ 0025 ' $

2,454

(to page 1, line 2.A.)

A




WMXG FINANCIAL GROUP, INC.
Securities investor Protection Corp.

Date Type  Reference Qriginal Amt.
2/10/2012 Bill 980.00

Umpqua MKG Finanei 2009 SIPC general assessment

2/10/2012
Bajance Due  Discount
980.00
Check Amount

980.00



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, 2011 and 2010, and have
issued our report thereon dated February 9, 2012. 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¢c3-3 had not been
complied with during the year. We did not review the practices

and procedures followed by the Company in making the quarterly
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, Dbecause 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 in accordance with management's
authorization and recorded properly to permit the preparation of
financial statements in accordance with generally accepted

accounting principles.
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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 business 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 2011 and 2010, financial statements and this
report does not affect our report on these financial statements
dated February 9, 2012.

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, 2011 and 2010,
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 t;bhority, Inc. and should not be used for any other

ose.
@W (}LL’W?/&/ CAH P.c.
Duane Liebswager, C.P.A., PC

Certified Public Accountant

February 9, 2012
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