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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALLER: Peremel & Company, Inc. QFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM .D. NO.

1829 Reistetrstown Road, Suite 120
{No. und Sirect)

Relsterstown, Maryland 21208 ;
(City) (State) (Zip Cnde)

NAME AND TELLEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPCR™T
William T. Skinner, Jr. .. ) (410) 3472-8294
{Arep Code - Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDERENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Pricewsterhouseloopers

(Name — {f individuai, srate last, Jirst. middle name)

250 West Pratt St, Baltimore, Maryland 21201
(Address) (City) (Slq.ta)*, o {2ip Code)

CHECK ONE: VJA 19,00, ".‘f
® Ceriified Public Accountant '
O Public Accountant

[0 Acccuntant not resident in United States or any of its possessions.

r FFICIAL USE ONLY

*Claims Jor exemption from the requirement that the
mist be yupported by a ytatement of fucty gnd ¢

inual report be cavered by the opinion of an Independent public accountant
uisixnees relicd on ay the basis for the exemption, See Section 240.17a-5(e)(2)
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QATH OR AFFIRMATION

I . William ¥. Skinner, Jr, , swear (or affirm) that, to the best of

my knawledge and belief the accompunying finaneial statement and supporting schedules pertaining to the firm of

] Peremel & Company, Inc , 68
of February 27 ;20 Q4 ., arstrue and correct. 1 further swear (or affirm) that

neither the company nor uny partner, proprietor, principal officer or divectar has any proprietury interest in any account
classified solely as that of a customer, except as (ollows:

Signature

el

Title

[

S P

This report ** canfains (check sll applicable boxes):

@ (a) Facing Page.

@ (b) Statement of Financigl Condition,

@& (c) Statement of Income (Loss).

(d (@) Statement of KRAERR IKKRFKDSEHHGHWNRIR - Cash Flows

% (&) Stateinent of Changes in Stockholders’ Equity or Partners’ or Sole Proprietprs' Capital.

(f) Statement of Chunges in Liabilities Sudbordinated 1o Claims of Creditors,

@ (g) Computation of Net Capital,

0 () Coamputation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

O (i) Information Relating to the Possessjon or Cantrol Requirements Under Rule 15¢3-3,

O () A Reconcihiation, incjuding appropriate explanation of the Computation of Net Capita) Under Rule |5¢3-3 und the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliantion berween the sudited and unaudited Siatoments of Financial Condition with respect ta methods of
consolidation.

& () An Oath or Affirmation.

8 () A copy of the SIPC Supplomental Report,

O () Areportdescribing any material inadequacies found (o exist or found o have existed since the date ofthe previous audit.

*c For conditions of confidentiol treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
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PricewaterhouseCaopers LLP
250w, Pratt St

Suite 2100

Ralrimore MD 21201-2304
Telephane (410)) 7R3 7600
Facsimile (410Q) 783 76A0

Report of Independent Auditors

To the Board of Directors and Stockholders of
Peremel and Company, Inc.:

In our opinion, the accompanying statement of financial condition and the related statements of
cperations, changes in stockholders’ equity, and cash flows present fairly, in all material respects, the
financial position of Peremel and Company, [nc. (the “Company™) at December 31, 2003, 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. These financial statements are the
responsibility of the Company’s management; our responsibility is to express an opinion on these
financial statements based on our audit. We conducted our audit of these statements 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 sssurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a fest basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

ProisoitihaCopon L7

Baltimore, Maryland
February 26, 2004
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Assets

Investment in Money Market Fund

Cash deposited at Clearing Firm

Cash deposited at Parent Company

Fixed assets, net of accumulated depreciation
Prepaid expenses

Revenue receivable from Clearing Firm
Goodwill

Other assets

Total assets

Liabilities and Stockholders' Equity
Liabilities

[ncome taxes payable

Accounts payable

Accrued expenses

Total liabilities
Stockholders' equity

Common stock, par value $1.00; 50,000 Class A autharized,
15,000 shares issued and outstanding; 50,000 Class B
authorized, no shares issued and outstanding

Additional paid-in-capital
Retained earnings

Total stockholders' equity

Tota] liabilities and stockholders' equity

The accompanying notes are an integral part of these financial statements.

2

$ 793,414
20,323
326,043
52,990

1,862

43,876
3,761,294
$6,126

$ 35,055,928

3 5,688
180,656
51,412

237,756

15,000
4,754,178
48,994

4,818,172

$ 5,055,928
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1.

Nature of Business und Related Party Transactions

Peremel and Company, [nc. (the “Company”), a wholly-owned subsidiary of Mercantile/Peremel,
LLC, which is a wholly-owned subsidiary of Mercantile-Safe Deposit and Trust Company (the
“Parent Company™), is a broker-dealer registered with Securities and Exchange Commission and is a
member of the National Association of Securities Dealers. The Company uses National Financial
Services, LLC (the “Clearing Firm”), a national clearing house, for all of its transactions with and
for customers on a fully disclosed basis.

Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, the Company is exempt from the provision of Rule 15¢3-3.
The Company has claimed exemption from the provisions of Rule 15¢3-3 under the Securities
Exchange Act of 1934, in that the Company’s activities are /imjted to those set forth in the
conditions for exemption appearing in paragraph (k)(2)(i) of the Rule 15¢3-3.

Acquisition

On December 4, 2002, Mercantile-Safe Deposit and Trust Company formed a new subsidiary
entitled Mercantile/Peremel, LLC. As of the ¢lose of business on March 31, 2003,
Mercantile/Peremel, LLC campleted its acquisition of Peremel and Company, Inc. The total
consideration consisted of cash paid to the prior owners of Peremel and Company, Inc.

The acquisition has been accounted for as a purchase and the acquisition cost of $4,619,178 has
been allocated to the assets acquired based an estimates of their respective fair values. Assets
acquired less [iabilities assumed totaled $1,006,384. The remaining $3,612,794, representing the
excess of acquisition cost over the fair value of tangible assets, has been allocated to goodwill.
Subsequent to the acquisition, an additional $150,000 in acquisition expenses was paid, of which
$148,500 was added to goodwill. This results in total goodwill recorded at December 31, 2003 of
$3,761,294, none of which is deductible for tax purposes.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and eassumptions 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
reported period. Actual resvits could ditfer from those estimates.

Fixed Assets

Fixed assets are stated at cost less accumulated depreciotion and amortization. Depreciation and
amortization are computed using the straight-line method over the estimated useful lives of the
properties or. the life of the lease, if shorter, Expenditures for repairs and maintenance are charged
to operating expenses as incurred and the costs of improvements are capitalized. Gains or losses
realized on the disposition of properties are reflected in consolidated income.
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Property and equipment consisted of the following at December 31, 2003:

Useful Life
Equipment ' $ 42,861  Syears
Fumniture and fixtures ' 24,566 7 years
Leasehold improvements 1,476  Lease term
68,903
Less: accumulated depreciation (15,913)
3 52,990

4, Income Taxes

The Company is included in the consolidated federal income tax return filed by the Parent
Company. Federal income taxes are calculated as if the Company filed on a separate return basis,
and the amount of current tax or benefit calculated is either remitted to or received from the Parent
Company. The smount of current and deferred taxes payable or refundable is recognized also the
date of the financial statements, utilizing currently enacted tax laws and rates. Deferred tax
expenses or benefits are recognized in the financial stalements for the changes in deferred tax
liabilities or assets between years.

The Company has a receivable from the Parent Company for their benefit of $5,383 at Decsmber 31,
2003,

8. Net Capital Requirements

Pursuant to Rule 15¢3-1 (Uniform Net Capital Rule) of the Securities Exchange Act of 1934, the '
Company is required, as a broker-dealer, to maintain net capital equivalent to the greater of 12.5%
of its aggregate indebtedness or $50,000. The Company's net capital exceeded this minimum
requirement by $688,149 on December 31, 2003, The ratio of aggregate indebtedness to net capital
was .32 to 1 on December 31, 2003.




