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OATH OR AFFIRMATION

I, _BARRY RITTMAN swear (or affirm) that, to the
best of my knowledge and belief the accompanying finandal statement and supporting schedules pertaining to the firm of
PMG SECURITIES CORPORATION as of

DECEMBER 31 2007 | are true and correct. I further swear (or affinm) that neither the company
nor any partees, praprietor, principal officer or director has any proprietary interest in any account classified soley as that of

a customer, except as follows:

NONE
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This report** contains (check all applicable boxes):

(a) Fadng page.
(b) Statement of Finandal Condition.
(c) Statemnent of Income (Loss).
. (d) Statement of hsoges=ix Emaooe=Gomdien. Cash Flows.
(¢) Statement of Changes in Stockholders” Equity or Partoets® or Sole Proprietor's Capitai.
(f) Statement of Changes in Liahlities Subordinated to Claims of Créditors.
(2) Computaten of Net Capnal
(2) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
() Information Relating 1o the Possession or contral Requirements Under Rulé 15c3-3.
()} A Reconciliatian, including appropriate explanation; of the Computardon of Net Capital Under Rulle
Computation for Determination of the Reserve Requiremenrs Under Exhibit A of Rule 15¢3-3.
(k) A Recondliation between the audited and upandited Statemants of Finaneial Condxuon with respect to methods of con-

solidation.
() Ao Ozth or Affirmaticn.
(m) A copy of the SIPC Supplemental Report,
(n) A report describing any material inadequacies found 1o exist or found to have existed since the date of the previous audi,
(o) A report of Independent Certified Public 2ccountants on '
Internal Control.
**For condftions of confidential treqtment of certain pomons of thiz filing, see section 240.1 7a—5(e)(3)
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PRICEWVATERHOUSE(COPERS

PricewaterhouseCoopers LLP
One North Wacker

Chicago. IL. 60606

Telephone  (312) 298 2000

Report of Independent Accountants

To the Stockholder of
PMG Securities Corporation:

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of PMG Securities Corporation (the “Company”) at December 31,
2001, in conformity with accounting principles generally accepted in the United States of
America. This financial statement is the responsibility of the Company’s management; our
responsibility is to express an opinion on this financial statement based on our audit. We
conducted our audit of this statement in accordance with auditing standards generally accepted in
the United States of America, which require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial condition is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the statement of financial condition, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall statement of financial
condition presentation. We believe that our audit of the statement of financial condition provides
a reasonable basis for our opinion.

@wm%caw L

January 31, 2002




PMG Securities Corporation

Statement of Financial Condition

December 31, 2001

Assets
Cash and cash equivalents $ 901,479
Cash segregated for the exclusive benefit of customers 10.000
Commissions receivable 77,122
Due from clearing brokers 85.838
Furniture, fixtures and equipment, net of accumulated '

depreciation of $82,742 76,788

Other assets 121,332
$ 1.272,559
Liabilities and Stockholder's Equity
Liabilities: .
Due to parent $ 135,442
Due to affiliates 51,243
Accounts payable and accrued expenses 184,422
Commissions payable 355,994
727,101
Commitments and contingencies (Note 7)
Stockholder's equity:
Class A common stock, no par value; 185 shares authorized,

140 shares issued and outstanding 18,000
Additional paid-in capital 80.000
Retained earnings 447.458

Total stockholder's equity 545,458
§ 1,272,559

The accompanying Notes are an integral part of the statement of financial condition.
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PMG Securities Corporation

Notes to the Statement of Financial Condition
December 31, 2001

1. Nature of Business

PMG Securities Corporation (the “Company”) is a New York State corporation formed for
the purpose of conducting business as a full service broker-dealer in stocks and bonds,
mutual funds, life insurance, annuities and limited partnerships. Effective March 31, 2000,
all outstanding shares of the Company were acquired by Kemper Investors Life Insurance
Company (the “Parent™). In accordance with the Parent’s accounting policies. the goodwill
of approximately $3.163,000 recorded by the Parent in connection with this transaction was
not pushed-down to the Company and, as such, the assets and liabilities of the Company are
carried at their historical bases in the accompanying statement of financial condition. The
carrying values of the Company’s assets and liabilities closely approximated their respective
fair values as of the acquisition date.

The Company is registered with the National Association of Securities Dealers, Inc. and
enters into securities transactions as an agent. All securities transactions are cleared through
another broker-dealer on a fully disclosed basis (Note 3). The Company earns the majority of
its revenue from transactions placed with mutual funds and insurance companies. The
Company is headquartered in West Palm Beach, Florida and has an office in New York.

2. Summary of Significant Accounting Policies:
Management Estimates and Assumptibns

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.

Securities Transactions

Commission revenues and expenses from customer securities transactions are recorded on a
trade date basis. Commission revenues are comprised of amounts received from mutual fund
companies, insurance companies, and the clearing broker.

Cash and Cash Equivalents

The Company considers money market instruments to be cash equivalents.

Furniture, Fixtures and Equipment

Furniture, fixtures and equipment are recorded at cost. Depreciation of furniture, fixtures and
equipment is computed on straight-line and accelerated methods over the estimated useful
lives of five to seven years. ‘




PMG Securities Corporation

Notes to the Statement of Financial Condition
December 31, 2001

Fair Value of Financial Instruments

The carrying values of the financial instruments reported in the accompanying statement of
financial condition approximate their fair values due to their short-term nature.

Income Taxes

The Company utilizes the asset and liability approach defined in the Statement of Financial
Accounting Standards No. 109, “Accounting for Income Taxes” (“FAS 1097). FAS 109
requires the recognition of deferred income tax assets and liabilities for the expected future
tax consequences of temporary differences between financial statement amounts and the tax
basis of assets and liabilities.

3. Clearing Agreements

The Company has entered into a clearing agreement with Pershing. Under this agreement,
Pershing provides the Company with certain back-office support and clearing services on all
principal exchanges. The Company maintains a deposit with its clearing broker of $25.000,
which is included in due from clearing brokers on the statement of financial condition.

4. Regulatory Requirements

The Company is subject to Securities and Exchange Commission Uniform Net Capital Rule
15¢3-1, which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital shall not exceed 15 to 1. At December 31, 2001, the
Company had net capital of $327,871, which was $277.871 in excess of its required net
capital of $50,000. At December 31, 2001, the Company s net capital ratio was 2.22 to 1.
The Company claims exemption from Rule 15¢3-3 under Paragraph (k)(2)(1) of the Rule as
all customer transactions are cleared through another broker-dealer on a fully disclosed basis.

5. Related Party Transactions

The Company, PMG Marketing, Inc., PMG Life Agency, Inc. and PMG Asset Management,
Inc. are owned by the same Parent, and share office space, personnel and other administrative
expenses. Such expenses are paid by PMG Marketing, Inc. and are allocated to all the
affiliated companies on a pro-rata basis. Due to affiliates arises from the above transactions.

The Parent pays employee compensation and other related benefits on behalf of the
Company. Due to parent arises from the above transactions.

6. Off-Balance-Sheet Risk

As a securities broker, the Company is engaged in buying and selling securities for a diverse
group of institutional and individual investors. The Company introduces these transactions
for clearance to another broker-dealer on a fully-disclosed basis. These activities may expose
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PMG Securities Corporation

Notes to the Statement of Financial Condition
December 31, 2001

the Company to off-balance-sheet risk in the event the customer is unable to fulfill its
contractual obligations and the Company is required to settle these obligations with the
clearing broker.

7. Commitments and Contingencies

The Company occupies office space in West Palm Beach, Florida under a lease agreement
expiring June 30, 2006 and in New York City under a lease agreement expiring March 31.
2002. Additionally, the Company has leases for certain furniture, fixtures and equipment.

Future approximate minimum annual rental expenses for the years ended December 31, are:

2002 § 242,080

2003 198.390
2004 176.250
2005 262,026
2006 and thereafter 73,715

$ 952461

Although the leases are under the Company’s name, a portion of the rent expense is allocated
among affiliates and not reflected in this statement of financial condition.




