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OATH OR AFFIRMATION

DALE POPE
swear or affirm that to the best of

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

MERCAP SECURITIES LLC
as

of DECEMBER 31 20 12 are true and correct 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 customer except as follows

MMON WEALTH OF PNVANIA __________________________
Notarial Seal ature

Mege Ann Reilly Notary Public

Tr Twp Chester County PRES IDENT
My Co inxpires Nov 21 2016

Title
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consolidation
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Weintraub Associates LLP
Certified Public Accountants 200 Mamaroneck Avenue

Suite 502

White Plains New York 10601

INDEPENDENT AUDITORS REPORT

To the Members of

MERCap Securities LLC

Berwyn Pennsylvania

Report on the Financial Statement

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

the Company as of December 31 2012 and the related statements of operations changes in

liabilities subordinated to claims of general creditors members capital and cash flows for the

year
then ended that are filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934

and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements

in accordance with accounting principles generally accepted in the United States of America this

includes the design implementation and maintenance of internal control relevant to the

preparation and fair presentation of financial statements that are free from material misstatement

whether due to fraud or error

Auditors Responsibility

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 from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements The procedures selected depend on the auditors judgment

including the assessment of the risks of material misstatement of the financial statements whether

due to fraud or error In making those risk assessments the auditor considers internal control

relevant to the entitys preparation and fair presentation of the financial statements in order to

design audit procedures that are appropriate in the circumstances but not for the purpose of

expressing an opinion on the effectiveness of the entitys internal control Accordingly we

express no such opinion An audit also includes evaluating the appropriateness of accounting

policies used and the reasonableness of significant accounting estimates made by management as

well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion



Opinion

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

the financial position of MERCap Securities LLC as of December 31 2012 and the results of its

operations and its cash flows for the year then ended in accordance with accounting principles

generally accepted in the United States of America

Other Matter

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

as whole The information contained in the supplementary schedules listed in the

accompanying index is presented for purposes of additional analysis and is not required part of

the financial statements but is supplementary information required by Rule 7a-5 under the

Securities Exchange Act of 1934 Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare

the financial statements The information contained in the supplementary schedules listed in the

accompanying index has been subjected to the auditing procedures applied in the audit of the

financial statements and certain additional procedures including comparing and reconciling such

information directly to the underlying accounting and other records used to prepare the financial

statements or to the financial statements themselves and other additional procedures in

accordance with auditing standards generally accepted in the United States of America In our

opinion the information contained in the supplementary schedules listed in the accompanying

index is fairly stated in all material respects in relation to the financial statements taken as

whole

WEINTRAUB ASSOCIATES LLP

Certified Public Accountants

1e4wi 4doC4t4 tO2
White Plains New York

January 30 2013

Tel 914 761-4773 Fax 914 761-2902

Website www.weintraubcpa.com



MERCap Securities LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2012

ASSETS

Cash and cash equivalents 133929

Receivables 65382

Total assets 199311

LIABILITIES AND CAPITAL

Liabilities

Accounts payable and accrued expenses 67019

Total liabilities 67019

Members capital

Members capital 132292

Total liabilities and members capital 199311

The accompanying notes are an integral part of this statement

-3-



MERCap Securities LLC

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 312012

Revenues

Commission revenue 837391

Fee income 140941

Total revenues 978332

Expenses

Commission expense 777431

Compensation and related 191098

Occupancy and equipment 47094

Professional fees 47829

Regulatory fees 53937

Office and other 37151

Total expenses 1154540

Net loss 176208

The accompanying notes are an integral part of this statement
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MERCap Securities LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2012

Balance beginning of year 67000

Member contributions 241500

Net loss 176208

Balance end of year
132292

The accompanying notes are an integral part of this statement

-5-



MERCap Securities LLC
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2012

Cash flows from operating activities

Net loss 176208

Adjustments to reconcile net loss to

cash provided by operating activities

Expenses paid by Parent 241500

Changes in assets and liabiltiies

Receivables 65382

Accounts payable and accrued expenses 67019

Net cash provided by operating activities 66929

Cash and cash equivalents beginning of the year 67000

Cash and cash equivalents end of the year 133929

Supplemental disclosure of non-cash financing activities

Non-cash capital contributions for expenses paid by Parent on the
_____________

Companys behalf 241500

The accompanying notes are an integral part of this statement

-6-



MERCAP SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2012

Note Nature of Business

MERCap Securities LLC The Company Limited Liability Company is

broker/dealer registered with the Securities and Exchange Commission and

became member of the Financial Industry Regulatory Authority in January

2012 when it commenced operations The Company is wholly owned by Merion

Wealth Partners LLC Parent

The Company is engaged in the business of the distribution of mutual funds and

variable life insurance and annuities and operates out its principal office in

Merion PA

These financial statements were approved by management and available for

issuance on January 30 2013 Subsequent events have been evaluated through

this date

Note Summary of Significant Accounting Policies

Revenue Recognition

Commission revenue and related commission expense are recorded on trade

date basis Fee income representing reimbursements of certain expenses by the

companys commission salesmen as well as monthly service fees is recognized

as the expenses are incurred or time period has elapsed

Income Taxes

The Company is limited liability company and has elected to be treated as

disregarded entity for income tax purposes Its operating results are included with

those of its Parent and therefore the Company itself is not subject to U.S Federal

or state income taxes

At December 31 2012 management has determined that the Company had no

uncertain tax positions that would require financial statement recognition This

determination will always be subject to ongoing reevaluation as facts and

circumstances may require The Company remains subject to U.S federal and

state income tax audits for all periods subsequent to 2011

Cash and Cash Equivalents

For purposes of the statement of cash flows the Company considers all highly

liquid debt instruments purchased with an original maturity of three months or

less to be cash equivalents

Use of Estimates

The preparation of financial statements in conformity with GAAP requires

management to make estimates and assumptions that affect the amounts disclosed

in the financial statements Actual results could differ from those estimates

-7-



MERCAP SECURITIES LLC
NOTES TO FiNANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 312012

Note Related Party Transactions

The Company has an Expense Sharing Agreement the Agreement with its

Parent The Agreement requires the Parent to provide certain services required by

the Company to operate its business including but not limited to employee

compensation and benefits office facilities and services office equipment and

technology The Agreement also allows the Company to recognize these expenses

as an additional equity contribution by the Parent to the Company

For the year ended December 31 2012 the Parent has contributed $241500 of

expenses paid on behalf of the Company These expenses have been recognized as

equity contributions by the Parent to the Company In accordance with the

Agreement such waived reimbursement shall no longer be subject to the

Agreement and the Parent shall have no further right with respect to such payment

or reimbursements except as contributor of equity capital to the Company

Note Credit Risk

The Company maintains its cash balances in various financial institutions These

balances are insured by the Federal Deposit Insurance Corporation up to $250000

per institution

Note Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform

Net Capital Rule Rule 5c3- 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 1500% At December 31 2012 the Company had net

capital of $126492 which was $121492 in excess of its required net capital of

5000 and its percentage of aggregate indebtedness to net capital was 53%

The Company operates under the provisions of Paragraph of Rule 5c3-3

of the Securities and Exchange Commission and accordingly is exempt from the

remaining provisions of that rule

-8-



MERCap Securities LLC

SUPPLEMENTARY INFORMATION
DECEMBER 31 2012

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

Members equity 132292

Non allowable assets

Non allowable portion of receivables 5800

Net capital 126492

Less minimum net capital requirements

Greater of 2/3% of aggregate indebtedness

or $5000 5000

Excess net capital 121492

Capital ratio maximum allowance 1500%

Aggregate indebtedness 67019

Divided by Net capital 126492

Aggregate indebtedness

Accounts payable and accrued expenses 67019

STATEMENT PURSUANT TO PARAGRAPH D4 OF RULE 7A-5

There are no material differences between this computation and the corresponding computation

prepared by the Company and included in its initial unaudited Part II FOCUS Report as of

December 31 2012

INFORMATION RELATING TO POSSESSION AND CONTROL REOUIREMENTS UNDER

RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

The Company is exempt from the provisions of Rule 15c3-3 of the SEC since the Companys

activities are limited to those set forth in the conditions for exemption pursuant to subsection

of the Rule

-9-



Weintraub Associates LLP
Certified Public Accountants 200 Mamaroneck Avenue

Suite 502

White Plains New York 10601

INDEPENDENT AUDITORS REPORT
ON INTERNAL CONTROL REOUIRED BY RULE 17a-5

To the Members of

MERcap Securities LLC

Berwyn Pennsylvania

In planning and performing our audit of the financial statements of MERcap Securities LLC as of

and for the year ended December 31 2012 in accordance with auditing standards generally accepted

in the United States of America we considered the Companys internal control over financial

reporting internal control as 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 Companys internal control Accordingly we do not express an opinion on

the effectiveness of the Companys internal control

Also as required by 7a-5g of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of compliance with such practices and

procedures that we considered relevant to the objectives states in Rule 7a-5g in the following

Making the periodic computations of aggregate
indebtedness and net capital under Rule 7a-3a

11 and the reserve required by rule 15c3-3e

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

Obtaining and maintaining physical possession or control of all fully paid and excess margin

securities of customers as required by Rule 5c3-3

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

the practices and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related costs

of controls and of the practices and procedures referred to in the preceding paragraph and to assess

whether those practices and procedures can be expected to achieve the SECs previously mentioned

objectives Two of the objectives of an 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 managements authorization and recorded properly to

permit preparation of fmancial statements in conformity with generally accepted accounting

principles Rule 17a-5g lists additional objectives of the practices and procedures listed in the

preceding paragraph

Tel 914 761-4773 Fax 914 761-2902

Website www.weintraubcpa.com



Weintraub Associates LLP
Certified Public Accountants

Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future

periods is subject to the risk that they may become inadequate because of changes in conditions or

that the effectiveness of their design and operation may deteriorate

deficiency in internal control 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 and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet

important enough to merit attention by those charged with governance

material weakness is deficiency or combinations of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the companys financial statements

will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily indentify 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 defmed 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 material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices and

procedures as described in the second paragraph of this report were adequate at December 31 2012

to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC and other regulatory agencies that rely on Rule 7a-5g 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 parties

WEINTRAUI3 ASSOCIATES LLP
Certified Public Accountants

Iie4izaal 4d.e11ee4

White Plains New York

January 30 2013

Tel 914 761-4773 Fax 914 761-2902

Website www.weintraubcpa.com
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Weintraub Associates LLP
Certified Public Accountants 200 Mamaroneck Avenue

Suite 502

White Plains New York 10601

INDEPENDENT AUDITORS REPORT ON THE SIPC ANNUAL
ASSESSMENT REOUIRED BY SEC RULE 17a-5

To the Members of

MERCap Securities LLC

Berwyn Pennsylvania

In accordance with Rule 7a5e4 under the Securities and Exchange Act 1934 we have

performed the procedures enumerated below with respect
to the accompanying Schedule of

Assessment and Payments Assessment Reconciliation Form SIPC-7 to the Securities

Investor Protection Corporation SJPC for the year ended December 31 2012 which were

agreed to by Navigate Advisors LLC and the Securities and Exchange Commissions Financial

Industry Regulatory Authority Inc SIPC solely to assist you and the other specified parties in

evaluating Navigate Advisors LLCs compliance with the applicable instructions of the General

Assessment Reconciliation Form SIPC-7 MERCap Securities LLCs management is

responsible for the MERCap Securities LLCs 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 for the purpose for

which this report
has been requested or for any other purpose The procedures we performed and

our fmdings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year
ended

December 31 2012 as applicable with the amounts reported in Form SIPC-7 for the

year
ended December 31 2012 noting no differences

Compared any adjustments reported in Form S1PC-7 with supporting schedules and

working papers noting no differences

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

related schedules and working papers supporting adjustments noting no differences

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 an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express
such an opinion

Had we performed additional procedures other matters might have come to our attention that

would have been reported to you



This report is intended solely for the information and use of the specified parties listed above and

is not intended to be and should not be used by anyone other than these specified parties

WEINTRAUB ASSOCIATES LLP
Certified Public Accountants

Ifedta4 tToeee
White Plains New York

January 30 2013
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DETERMINATION OF S1PC NET OPERATING REVENUES

AND GENERAL ASSESSMENT

Item No

2a Total revenue FOCUS Line 12/Part Line Code 40.30

2b Additions

Total revenues the securities business of subsidiaries except foreign subsidiaries and

predecessors not cluded aboe

Net loss ironi principal transactions in securities in trading accounts

Net loss trots principal
transactiobs in commodities in trading accounts

interest and dividend expense
deducted in determining item 2a

Not loss trots managmen1 of or perticipation in the.underWf.iiIng or distribution of securities

5Expenses other than advertising printing registration lees and legal fees deducted in determining net

profit
from management of or participation in underwriting or ditributioi of securities

Net loss from securities in investment accounts

Total additions

2c Deductions

Revenues from the distribrtion of shares ala registered open end ines1mnt company or unit

ivestinnt trust from the asPs of variable annuities freni the business of insurance from investment

advisory servces rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures ioducts

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SI.PC members in connection with

securities.lraflsactiofls

Reimbursements for postage in connection with proxy solicitation

Net gain from securities in investment accounts

100% of commissions and markups eerned from transactinos lfl certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

DIrect expenses of printing advertising and egal fees incurred in connection with other revenue

related to the securities business revenue defined by Section 189L of the Act

Other revenue not related either directly or indirectly to the securities busihess

See In$truction

Amounts for the fiscal period

beginning 111/2012

and ending 113t./2012

Eliminate cents

Deducilons in excess dl $100000 require documentation

Total interest an dividepd expense FOCUS Line 22/PART HA Line

Code 4075 plus line 2b4 ebove but not in excess

of total inleresi and dividend income $________

.11 40% of rnrgin interest earned on customers securities

acaounts 40% ci FOCUS line Code 960 $_______

Enter the greater ci fine or ii

Total deductions

2d SIPC Net Operating Revenues

2e General Assessmefl.t.@ .0025

to page line 2.A


