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OATH OR AFFIRMATION

I, Robert Goodmanson, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial statement and
supporting schedules pertaining to the firm of Maxwell Simon, Inc. as of December 31, 2013, 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:
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This report** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(2) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() 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.

(k) - A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent Auditing report on internal accounting controls.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Maxwell Simon, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Maxwell Simon, Inc. (the Company) which comprise the
statements of financial condition as of December 31, 2013 and 2012, that are filed pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934, and the related notes to the financial statements.

Management’s 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.

Auditor’s 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 auditor’'s 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 entity's 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 entity’s 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 a 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

Maxwell Simon, Inc. as of December 31, 2013 and 2012 in accordance with accounting principles generally accepted in the
United States of America.

Other Matters

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern.
As discussed in Note 7 to the financial statements, the Company’s significant operating losses and need to raise additional
capital raise substantial doubt about its ability to continue as a going concern. The financial statements do not include any
adjustments that might result from the outcome of this uncertainty.

yy . w//w W & ¢
aneapoh Minnesota
February 24, 2014

Member of Krestan International - a global network of independent accounting firms



MAXWELL SIMON, INC

STATEMENTS OF FINANCIAL CONDITION

December 31, 2013 and 2012

ASSEYS .

Cashand cash equivalents gy

Clearing deposit - cash
R

86,150

25,000 |

260

14,711

{Property and equipment, at cost, less accumulated depreciation

f $30,600 and $25,200 in 2013 and 2012, respectively T

1,030

11,380

1,400

138,641

LIABILITIES

8,902

8,902

162

 STOCKHOLDER'S. EQUITY

hares, issued and outsta ndmg 100 sha res
'Additional paid-in capital

1,564,663

1,484,663

ITOTAL CAPITAL CO NTRIBUTED

1,564,664

1,484,664

RETAINED EARNINGS (DEFICIT)

(1,415736)

(1,346,185)

TOTAL STOCKHOLDERSEQUITY -

148,928

138,479

TOTAI_ LIABILITIES AND STOCKHOLDER'S

157,830

:

138,641

See Notes to Financial Statements
-3-
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MAXWELL SIMON, INC.

NOTES TO FINANCIAL STATEMENTS

Nature of business and significant accounting policies

Nature of business - Maxwell Simon, Inc. (the Company) is principally engaged in providing
security brokerage, investment banking and related financial services to individuals, institutions
and corporations. The Company serves customers throughout the United States but its customers
are primarily concentrated in the Upper Midwest.

Maxwell Simon, Inc., a registered securities broker-dealer, is a wholly owned subsidiary of MSR]G
Holdings, LLC (MSR]G).

The Company primarily acts as an introducing broker and dealer of securities who clears all
transactions for its customers on a fully disclosed basis with a clearing broker or dealer. This
clearing firm carries all the customers’ accounts and maintains the related records.

The Company may from time to time provide investment banking services to a customer that
exceeds 10% of revenue. During 2013 the Company provided services relating to a customer
acquisition of a portfolio of securities that exceeded 20% of revenues.

Cash and cash equivalents - The Company considers cash in demand deposit accounts and
temporary investments purchased with an original maturity of three months or less to be cash
equivalents. The Company maintains its cash and cash equivalents with high credit quality
financial institutions. From time to time, the Company’s balances in its bank accounts exceed
Federal Deposit Insurance Corporation limits. The Company periodically evaluates the risk of
exceeding insurance levels and may transfer funds as it deems appropriate. The Company has not
experienced any losses with regards to balances in excess of insured limits or as a result of other
concentrations of creditrisk.

Receivables and credit policies - Receivables from clearing organizations for commissions
earned by the Company are paid within 30 days of trade date. Management has reviewed its
outstanding receivable amounts and believes that all the receivables are collectible at December
31,2013 and 2012.

Use of estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
asset and liabilities at the date of financial statements, and the reported amounts of revenues and
expenses during the reporting periods. Actual results could differ from those estimates.

Off-balance-sheet credit and market risk - In the normal course of business, the Company’s
customer activities involve the execution, settlement and financing of various customer
securities, options and bond transactions. These activities may expose the Company to off-
balance-sheet risk in the event the customer is unable to fulfill its contracted obligations. The
Company clears all transactions for its customers on a fully disclosed basis with a clearing broker
or dealer (clearing firm), who carries all the customer accounts and maintains the related
records. Nonetheless, the Company is liable to the clearing firm for the transactions of its
customers.
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MAXWELL SIMON, INC.

NOTES TO FINANCIAL STATEMENTS

Nature of business and significant accounting policies (continued)

Off-balance-sheet credit and market risk (continued) - The Company’s customer securities
activities are transacted on either a cash or margin basis. The Company seeks to control the risks
associated with its customer activities by requiring customers to maintain margin collateral in
compliance with various regulatory and internal guidelines, requiring the customers to deposit
additional collateral, or reduce positions, when necessary. '

Property and equipment - Property and equipment consists primarily of furniture, equipment
and leasehold improvements. These assets are recorded at cost. Expenditures for additions and
improvements are capitalized, while repairs and maintenance costs are charged to expense.

The cost of property and equipment is depreciated on a straight-line basis over the estimated
useful lives of five to seven years. Total depreciation expense was $5,400 for both the years
ended December 31, 2013 and 2012.

Income taxes - Deferred taxes are provided on a liability method whereby deferred tax assets
are recognized for deductible temporary differences and operating loss carryforwards and
deferred tax liabilities are recognized for taxable temporary differences. Temporary differences
are the differences between the reported amounts of assets and liabilities and their tax bases.
Deferred tax assets are reduced by a valuation allowance when, in the opinion of management, it
is more likely than not that some portion or all of the deferred tax assets will not be realized.
Deferred tax assets and liabilities are adjusted for the effects of changes in tax laws and rates on
the date of enactment. Deferred taxes result principally from the operating loss carryforwardss

Revenue Recognition:

Securities transactions - Commission income and related expenses for security
transactions are recognized on the settlement date basis. The impact of unsettled
transactions on securities owned, securities sold but not yet purchased, and income net of
related expenses is not material.

Investment banking services - Commissions recognized on investment banking
services are recognized at the time the transaction closes, the time collection of
commissions is assured.

Investment advisory services - Investment advisory services are billed and collected at
the beginning of the calendar quarter for which the services are rendered.

Subsequent events policy - Subsequent events have been evaluated through February XX, 2014
which is the date the financial statements were issued.
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MAXWELL SIMON, INC.

NOTES TO FINANCIAL STATEMENTS

Net capital requirements

The Company is subject to the Securities and Exchange Commission’s (the Commission) Uniform
Net Capital Rule (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 under such
provisions, shall not exceed 15 to 1. In addition, the Company may be prohibited from expanding
its business or paying cash dividends if its ratio of aggregate indebtedness to net capital is greater
than 10 to 1. At December 31, 2013, the Company’s net capital of $141,267 was $41,267 in excess
of the required net capital of $100,000 and the ratio of aggregate indebtedness to net capital was
.063to 1.

Income tax expense

The components of the provision for federal and state income taxes are as follows: -

Years Ended December 31,
Current income taxes ] B
_ Federalincometaxes § (15000) $ (64,000)
~State and local income taxes (7,000) (24,000)
- Total current income tax expense (22,000) (88,000)
Deferred incometaxes
Change in deferred tax valuation allowance 22,000 (88,000)
‘Total deferred income tax expense 22,000 (88,000)
Total income tax expense ~. $ (176000)
Deferred taxasset S 248000 $ 426000
Valuation allowance =~ B (448,000) (426,000)

The Company reviews and assesses its tax positions for positions taken or expected to be taken
on it’s tax returns. Based on this assessment the Company determines whether it is more likely
than not the tax positions would be sustained upon examination by tax authorities. The
Company’s assessment has not identified any significant positions that it believes would not be
sustained under examination.

The Company files tax returns in the United States federal jurisdiction and in various state
jurisdictions. Uncertain tax positions include those related to tax years that remain subject to
examination. The Company’s federal and state income tax returns are generally open for
examination for three years after the date of filing, including extensions.

26-
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MAXWELL SIMON, INC.

NOTES TO FINANCIAL STATEMENTS

Income tax expense (continued)

The Company has a federal and state net operating loss carryforwards of $1,292,000 and
$1,292,000, respectively, which begin to expire in 2023.

Customer transactions

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission. Therefore,
the Company is not required to make the periodic computations of reserve requirements for the
exclusive benefit of customers.

Operating leases

The Company leases its office space under an operating lease which requires base monthly lease
payments ranging from $3,798 to $4,405 over the lease term to October 31, 2018. In addition, the
Company is required to pay common area charges.

The future minimum annual rental payments required under operating leases that have initial or
remaining noncancellable lease terms in excess of one year are as follows:

Years Ended December 31,

[2014$ 39100

, 2015 44200

- 2016 ; 49,600

" 2017 - 51,100

Thereafter -
ST

Total rental expense under operating leases with terms in excess of one month was as follows:

~ _YearsEnded December 31, _

2013 2012
Baserentals $ 52000 $ 57000
Commonareacharges 25000 33,000
Total 8 77000  $ 90,000



MAXWELL SIMON, INC.

NOTES TO FINANCIAL STATEMENTS

(6) Stockholder’s Equity
During the year ended December 31, 2013 MSR]G made capital contribution of $80,000.

(7) Risks And Uncertainties

The Company has incurred recurring operating losses and has accumulated a deficit of
$1,416,000. During 2013, the Company incurred an operating loss of $70,000 and net cash used
in operations of $83,000. The Company's ability to continue as a going concern is dependent upon
its ability to raise capital and achieve a level of revenue sufficient to provide cash inflows to
sustain operations. Management is focusing on raising capital, expanding its revenue base by
added services and sales representatives and reducing expenses. There can be no assurance that
any of management's plans as described above will be successfully implemented or that the
Company will continue as a going concern. As a result of the above, the accompanying financial
statements have been prepared assuming that the Company will continue as a going concern. The
financial statements do not include any adjustments that might result from the outcome of this
uncertainty.




