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are true and correct Ifuriher swear or ffirnj that gehher the company nor any pal iner
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of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with

respect to methods of consolidation
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copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the

date of the previous audit

Independent Auditors Report on Internal Accounting C0nDoI
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To the Stockholdera of

Mogavero Lee Co Inc

20 Broad Street 14th Floor

Now York NY 10005

Raped on the Financial Statements

We have audited the accompanying statement of financial condition of Mogavero Lee Co Inc the Company

as of December 312012

Mtaagmwags RespoiuThilh1for the FTnaackIatemevs$

Manngcment is responsible for the preparation and fair presentation of the statvm of financial condition In

accordance with accoimling principles generally accepted in the United States of America this includes the design

implemaniatlon and mabnuance of Intenial control relevant to the preparation and fair presentation of the

statement of financial condition that is free from material misstatement whether due to fraud or eavor

AHtorvRerpontibWO

Our responsibility Is to express an opinion on the swe of financial con4ltlcn based on oar audit We conducted

oar audit In accordance with auditing standards generally accepted In the United States of America Those standards

inquire that we plan and perform the audit to obtain reasonable assurance about whether the statement of financial

ondItico is free if material misstatement

An audit Involves performing procedures to obtain audit evidence about the wauti and disclosures in the

statement of financial condition The procedures selected depend on the auditors Judgment including the

assessment of the risks of material misstatement of the statement of financial condition whether due to fraud or

myy In making those risk assessments the auditor conàlden Interns control relevant to the Companys

preparation and fair presentation of the statement of financial condition In order to dasig audit procedures that are

appropriate In the circumstances but not for the purpose of expressing an opinion on the effectivencasof the

Companys 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 statem of financial condition

We believe that the audit evidence we have obtained Is sufficient and appropriate to provide basis for our audit

opinion

hdoa
in our opinion the statement of financial condition ofenicd to above presents fairly In all material respects the

financial position of Mogavero Lee Co Inc as ofDecember3l 2012 in accordance with accounting principles

generally accepted in the United States of America

i.Lf

Lerner Sipirmn CPAs LLP

Certified Public Accountants NY
Now York NY
Februamy82013



MOGAVERO LEE CO INC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2012

ASSETS

Cash and cash equivalents 9241

Due from broker 50240

Commissions receivable 166

Securities at market value Note 638001

Other assets 94212

Total assets 791860

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Bank loan payable Note 125000
Accounts payable and accrued expenses 126234

Due to stockholder Note 11366

Total liabilities 262600

Commitments and Contingencies Notes and

Liabilities subordinated to claims of general creditors

Pursuant to subordinated loan agreements Note 100000

Stockholders equity Note 11
Common stock no par value 200 shares

authorized 10 shares issued and outstanding 2500
Additional paid-in capital 291500
Retained earnings 135260

Total stockholders equity 429260

Total liabilities and stockholders equity 791860

The accompanying notes are an integral part of this statement



MOGAVERO LEE CO INC

NOTES TO FINANCIAL STATEMENTS

FOR ThE YEAR ENDED DECEMBER 31 2012

Note Nature of Business

Mogavero Lee Co Inc. The Company is New York corporation

formed for the purpose of conducting business on the floor of the New York Stock Exchange

CNYSE The Company Is registered as broker-dealer with the Securities and Exchange

CommissionSECand Is member of the Financial Industry Regulatory Authority

FINRA

The Company operates under the provisions of Paragraph k2 iiof Rule 15c3-3 of the

Securities and Exchange Commission and accordingly is exempt from the remaining

provisions of that rule Essentially the requirements of Paragraph kX2Xii provide that

the Company dears all transactions on behalf of customers on fully disclosed basis with

cleating broker/dealer and promptly transmits all customer funds arid securities to the

cleating broker/dealer The cleating broker/dealer carries all of the accounts of the

customers and maintains and preserves all related books and records as are customarily

kept by clearing broker/dealer

Note 2- Summary of Significant Accounting Policies

Revenue Recognition

Securities transactions and the recognition of related Income arid expenses are recorded

on trade date basis Commission Income and related Income and expense are recorded

on settlement date basis There is no material difference between settlement date and

trade date

Income Taxes

The Companyhas elected to be treated as an Corporation under the provisions of the

internal Revenue Code and New York State tax regulations Under the provisions the

Company does not pay federal or state corporate Income taxes on Its taxable income

Instead the stockholder is liable for indMdual Income taxes on his respective share of the

Companys taxable income The Companycontinues to pay New York City general

corporation taxes

Cash and Cash Equivalents

The Companyconsiders demand deposited money market funds to be cash equlvaleEits

The Company maintains cash In bank account which at times may exceed federally Insured

limits or where no Insurance is provided The Companyhas not experienced any losses In

such accounts and does not believe it is exposed to any significant credit risk on cash and

cash equivalents

Equipment

Equipment Is carried at cost and Is depreciated over useful life of 3-5 years using

accelerated methods



MOGAVERO LEE CO INC

NOTES TO FINANCIAL STATEMENTS

FOR TI-fE YEAR ENDED DECEMBER 31 2012

Fair Value Measurements

The Company carries Its investments at fair value ASC 820 Fair Value Measurements

and Disclosure defines fair value as the price that would be received to sell an asset or paid

to transfer liability i.e the TMexft prlce In an orderly transactIon between market

participants at the measurement date ASC 820 establIshes fair value hierarchy for Inputs

used In measuring fair value that madmlzes the use of observable inputs and minimizes the

use of unobservable Inputs by requiring that the most observable Inputs be used

when available

The fair value hierarchy Is categorized Into three levels based on the Inputs as follows

Level 1- Fair values derived from unadjusted quoted prices of identical assets In

active markets

Level 2- Fair values derived from quoted prices of similar assets In active markets quoted

prices for identical or similar assets in markets that are not active and model

driven valuations in which all significant participant inputs are observable in

active markets

Level 3- Fair values derived from Inputs which are not observable In markets

Fair Value Measurements Usino

Fair Value Measurements Usino

Total Quoted Significant Significant

Price Other Jnobservable

in Active Observable Inputs

Markets Inputs

for Identical

Assets

gai Level Level Level

Equities $638001 $638001 $0 $0

Use of Estimates

Management uses estimates and assumptions in preparing financial statements

Those estimates and assumptions affect the reported amounts of assets and liabilities

and the reported amounts of revenues and expenses



MOGAVERO LEE CO INC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2012

Subsequent Events

The Company has evaluated events and transactions that occurred betwaen January 12013

and February 82013 whIch is the date the financial statements ware available to be Issued

for possible disclosure and recognition In the financial statements

Not 3- Marketable Securities Owned

Marketable securities consist of securities at quoted market values as illustrated below

Short term Income Fund 5638 001

Note 4- ProfIt Sharing Plan

The Company is sponsor of defined contribution profit sharing plan for Its eligible

Contributions to the plan if any are determined by the employer and come out of Its

current accumulated profits The employees conbibutlon for any fiscal year shall not exceed

the madmum allowable as deduction to the employer under the provisions of the IRS

Code Section 404 as amended or replaced from time to time

The Company has no liability to the plan as of December 312012

Note 6- Bank Loan Payable

The Company has $150000 bank line of credit from which was drawn down $125000

at December 312012 The loan matures June 2013 Interest Is calculated at prime

plus 1.25% and at December 312012 the Interest rate was 4.50%

Note 6- Due to Stockholder

The amount is non-interest bearing and due on demand

Note 7- SubordInated Borrowings

The borrowings under subordination agreements at December 312012 are as follows

Cash Subordination agreements

Maturity Date Princloal

May 30.2013 8% per annum 80.000

May 302013 8% per annum 20000

100000

The $80000 borrowing Is from the Companys stockholder The $20000 borrowing

is from an employee



MOGAVERO LEE CO INC

NOTES TO FINANCIAL STATEMENTS

FOR ThE YEAR ENDED DECEMBER 31 2012

Note 7- SubordInated Borrowing continued

Both borrowings are subject to automatic rollover provisions Interest payable on these

subordinated loans wes suspended by the noteholders for the year ended

December31 2012

The cash subordinated borrowings are available in computing net capital under the Securities

and Exchange Commissions uniform net capital rule To the extent that such borrowings are

required for the Companys continued compliance with minimum net capital requirements

they may not be repaid

Note 8- CommItments and Contingencies

Office Space

The Company rents office space pursuant to lease agreement expiring January 31 2014

The aggregate minimum annual rent commitment follows exclusive of escalation charges

2013 131903

2014 11017

Note 9- Financial Statements with Off-Balance Sheet Credit Risk

As securities broker the Company Is engaged In buying and selling securities for

diverse group of institutional and IndMdual investors The Company Introduces these

transactions for clearance to another broker-dealer on fully disclosed basis

The Companys exposure to credit risk associated with non-performance of

customers In fulfilling their contractual obligations pursuant to securities

transactions can be directly Impacted by volatile trading markets which may
impair customers ability to their obligations to the Company and the Companys ability

to liquidate the collateral at an amount equal to the original contracted amount

The agreement between the Company and Its clearing broker provides that the Company
Is obligated to assume any exposure related to such non-performance by ItS customers

The company seeks to control the aforementioned risks by requiring customers to

maintain margin collateral in compliance with various regulatory requirements and the

clearing brokers internal guidelines The Company monitors its customer activity

by reviewing Information ft receives from its clearing broker on daily basis and requiring

customers to deposit additional collateral or reduce positions when necessary



MOGAVERO LEE CO INC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2012

Note 10- Net Capital Requirement

The Company Is subject to the Securities and Exchange Commission Uniform

Net Capital Rule 15c3-1 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 1500% At December 31 2012 the Company had Net Capital of

$377527 which was $360020 In excess of its required net capital of $17507

The Companys net capital ratio was 69.56%


