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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Managing Member of Marks 
     Baughan Securities LLC 

Opinion on the Financial Statements 

We have audited the accompanying statement of financial condition of Marks Baughan Securities LLC as of December 31, 
2020, the related statements of operations, member’s equity, and cash flows for the year then ended, and the related notes 
(collectively referred to as the financial statements). In our opinion, the financial statements present fairly, in all material 
respects, the financial position of Marks Baughan Securities LLC as of December 31, 2020, and the results of its operations 
and its cash flows for the year then ended in conformity with accounting principles generally accepted in the United States of 
America.  

Basis for Opinion 

These financial statements are the responsibility of Marks Baughan Securities LLC’s management. Our responsibility is to 
express an opinion on Marks Baughan Securities LLC’s financial statements based on our audit. We are a public accounting 
firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be 
independent with respect to Marks Baughan Securities LLC in accordance with the U.S. federal securities laws and the 
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due 
to error or fraud. Our audit included performing procedures to assess the risks of material misstatement of the financial 
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included 
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audit also 
included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the 
overall presentation of the financial statements. We believe that our audit provides a reasonable basis for our opinion. 

Auditor’s Report on Supplemental Information 

The supplementary financial information contained in Schedules I, II and III and notes to the supplementary schedules on 
pages 11-14 has been subjected to audit procedures performed in conjunction with the audit of Marks Baughan Securities 
LLC’s financial statements. The supplemental information is the responsibility of Marks Baughan Securities LLC’s 
management. Our audit procedures included determining whether the supplemental information reconciles to the financial 
statements or the underlying accounting and other records, as applicable, and performing procedures to test the completeness 
and accuracy of the information presented in the supplemental information. In forming our opinion on the supplemental 
information, we evaluated whether the supplemental information, including its form and content, is presented in conformity 
with 17 C.F.R. §240.17a-5. In our opinion, the supplementary information is fairly stated, in all material respects, in relation 
to the financial statements as a whole.  

SIANA CARR O’CONNOR & LYNAM, LLP 

We have served as Marks Baughan Securities LLC’s auditor since 2004. 

Paoli, PA 
February 8, 2021 
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 (1) NATURE OF OPERATIONS 

 
Marks Baughan Securities LLC (the “Company”) provides merger and acquisition and related advisory 
services, as well as private placement services, primarily to technology companies. The Company is a 
broker-dealer registered with the Securities and Exchange Commission (“SEC”) pursuant to section 17 of 
the Securities Exchange Act of 1934 and is a member of the Financial Industry Regulatory Authority. 

 
(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
   
 Estimates in the preparation of financial statements 

  
The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosures 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. 

 
 Accounts receivable 
 

The Company carries accounts receivable net of allowance for doubtful accounts. As of December 31, 2020, 
no allowance for doubtful accounts has been recorded as management considers all accounts receivable to 
be fully collectible. Management regularly assesses the collectability of receivables principally based on 
historical experience and age of the accounts receivable. 

Revenue recognition 
 

Revenue from contracts with customers primarily consists of fees generated in connection with advisory 
services related to mergers and acquisitions, capital raising and other strategic matters. Revenue is 
recognized when: (i) a contract with a client has been identified, (ii) the performance obligations in the 
contract have been identified, (iii) the fee or other transaction price has been determined, (iv) the fee or other 
transaction price has been allocated to each performance obligation in the contract, and (v) the Company has 
satisfied the applicable performance obligation (generally the closing date of the transaction or when the 
contract is canceled). 
 
With respect to retainer and success fees, there are no distinct performance obligations aside from advisory 
activities, which are generally focused on achieving a milestone (typically, the closing of a transaction). 
Retainer fees received prior to the completion of the transaction are deferred and recorded as deferred 
revenue on the Statement of Financial Condition and not recognized until the performance obligation is 
satisfied, or when the transaction is deemed by management to be terminated. Success fees for advisory 
services, such as merger and acquisition advice, are recognized when it is determined that the reversal of 
revenue is not probable and all other requirements for revenue recognition are satisfied, which is generally 
at closing of the transaction. In some circumstances, significant judgment is needed to determine the timing 
of revenue recognition under a specific contract.   
 
 

 
 



MARKS BAUGHAN SECURITIES LLC 
Notes to Financial Statements 

December 31, 2020 
 
 

 - 7 - 

 
 
 (2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – (CONTINUED) 

 
The expenses that are directly related to such transactions are recorded as incurred and presented within 
operating expenses when the Company is primarily responsible for fulfilling the promise of the arrangement. 
Revenues associated with the reimbursement of such expenses are recorded when the Company is 
contractually entitled to reimbursement.  Included in financial advisory services revenue for 2020 is $941 of 
client expense reimbursement revenue. 
 
Deferred revenue at the beginning of the year was $60,000 of which $50,000 was recognized in financial 
advisory services revenue in 2020. 
 

 Depreciation 
 

Depreciation is provided on a straight-line basis over the assets’ estimated useful lives ranging from two to 
seven years. Depreciation expense for the year ended December 31, 2020 was $30,325. 

 
 Income taxes 
. 

The Company is a single-member LLC. As a single-member LLC, the Company will be a disregarded entity 
for tax purposes whereby its income or loss will be reflected on the single member’s personal tax return.  

 
(3) RELATED PARTY TRANSACTIONS 
  

The Company’s managing member owns 100% of Marks Baughan & Co., LLC which owns 40% of Marks 
Baughan Securities UK, LLP (“MBS UK”). During 2020, the Company earned revenue of $182,804 from 
MBS UK for transaction support services related to financial advisory engagements of MBS UK. There are 
no amounts due from MBS UK at December 31, 2020. 

 
 
(4) PROPERTY AND EQUIPMENT 
 
 Property and equipment consist of the following at December 31, 2020:        
                    

   
                            
                                    
 
 
 
   

Computer equipment 57,261$   
Furniture and fixtures 118,821   
Website 33,000    

209,082   
Less: accumulated depreciation 171,621   

37,461$   
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(5) LOAN PAYABLE 

On May 7, 2020, the Company was granted a Paycheck Protection Program (“PPP”) Term Loan from PNC 
Bank in the principal amount of $148,900. This Note was issued pursuant to the Coronavirus Aid, Relief, 
and Economic Security Act (“CARES Act”). The loan carries an interest rate of 1% per annum and has a 
16-month deferral period for both principal and interest. The loan and accrued interest are expected to be
fully forgiven as the Company used the funds during the allowable 24-week period for qualifying expenses
as described in the CARES Act. The Company is accounting for the loan in accordance with ASC 470 
(debt).

Accrued interest and interest expense through December 31, 2020, is $989.

The Company received a $7,000 Economic Injury Disaster Loan (“EIDL”) advance grant from the Small 
Business Administration. The EIDL advance is automatically forgiven based on the Economic Aid Act 
which repealed Section 1110(e)(6) of the CARES Act. The SBA will no longer deduct the EIDL Advances 
from forgiveness of the PPP Loan.

(6) OPERATING LEASE

The Company entered into a 64-month operating lease for office space commencing on June 1, 2016. The 
first four months of lease payments were discounted, and the full lease payment commenced on October 1, 
2016. This lease was considered an operating lease and is recorded as a ROU asset. The ROU asset 
represents the Company’s right to use the underlying asset for the lease term and a corresponding lease 
liability which is the Company’s obligation to make lease payments arising from the lease. The Company 
recorded an operating ROU asset and lease obligation measured at the present value of lease payments over 
the lease term. To determine present value, the Company used an estimated bank borrowing rate to discount 
lease payments over the lease term. Operating lease expense is recognized on a straight-line basis over the 
lease term.

At December 31, 2020, future minimum lease payments under the operating lease are as follows:

Rent expense, including operating expenses, real estate taxes and other fees, for the year ended December 
31, 2020, was $122,373.

2021 91,594

Total lease payments 91,594

Present value adjustments 2,249

Present value of operating lease liabilty 89,345$



MARKS BAUGHAN SECURITIES LLC 
Notes to Financial Statements 

December 31, 2020 
 
 

 - 9 - 

 
 
(7) LIMITED LIABILITY COMPANY 
 

Since the Company is a limited liability company, the member shall not be liable for the debts, liabilities, 
contracts or other obligations of the Company except to the extent of any unpaid capital contributions such 
member has agreed to make to the Company. In addition, no manager shall be liable for the debts, liabilities, 
contracts or other obligations of the Company. Neither any manager nor any officer, member, employee, 
agent, representative or affiliate of a manager shall have any liability to the Company or any member of any 
loss, cost or expense suffered or incurred by the Company or any member that arises out of or relates to any 
action or inaction of any such person if such action or omission to act was undertaken in good faith upon a 
determination that such course of conduct did not constitute gross negligence or willful misconduct on the 
part of the person.  

 
The duration of the Company is perpetual. 

 
(8) NET CAPITAL REQUIREMENTS 
 

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15c3-1), which requires the 
maintenance of a minimum net capital and a ratio of aggregate indebtedness to net capital, not exceeding 15 
to 1. At December 31, 2020, the Company had net capital, as defined, of $6,029,135, which was $6,009,119 
in excess of its minimum required net capital of $20,016. The Company’s ratio of aggregate indebtedness to 
net capital was .05 to 1 as of December 31, 2020. 
 

(9) EMPLOYEE BENEFIT PLANS 
 
 401(k) Plan 
 

The Company has a 401(k) plan for all of its eligible employees. The plan allows for the Company to make 
annual discretionary contributions, including match, safe harbor and discretionary profit sharing. 
Contribution expense for employees was $122,246 in 2020. 
 
Bonus Program 
 
The Company maintains a bonus program for a select group of management and employees. At December 
31, 2020, the deferred compensation contingent commitments are as follows: $480,898 due December 15, 
2021 and $151,658 due December 15, 2022. 
 
These amounts are discretionary and are subject to the employees’ continued employment with the Company 
through these vesting dates. During the year ended December 31, 2020 there was $466,147 of expense 
incurred under this program. 

 
(10) CONCENTRATIONS 
  

The Company maintains cash at one financial institution which is insured by the Federal Deposit Insurance 
Corporation up to $250,000. At December 31, 2020, the uninsured balance was $6,108,194. The Company 
believes it mitigates the risk of holding uninsured deposits by depositing funds with a major financial 
institution. The Company has not experienced any losses in its accounts and believes it is not exposed to any 
significant financial risk. 
 



MARKS BAUGHAN SECURITIES LLC 
Notes to Financial Statements 

December 31, 2020 
 
 

 - 10 - 

 
 

(10) CONCENTRATIONS – (CONTINUED) 
 
For the year ended December 31, 2020, approximately 59% of fee revenue was derived from three 
customers.  

       
(11) SUBSEQUENT EVENTS 
 

Management has evaluated subsequent events through the issuance of the financial statements. 
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