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Report of Independent Certified Public Accountants’

To Palm Securities, LLC:

We have audited the accompanying statement of financial condition of Palm Securities, LLC (the
Company) as of December 31, 2004, and the related statements of income, changes in member’s
equity and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. 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 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 of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Palm Securities, LLC as of December 31, 2004, 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as awhole. The information contained in Schedules I, I and Il is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
. required by Rule 17a-5 under the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our

opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

'%[r///pm,g ZUS)’/ /%”’//“d gﬁfﬁ/ ’D'4

January 17, 2005
Clearwater, Florida

A Professional Association




Cash and cash equivalents
Deposits

Accrued expenses

Member's equity

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

PALM SECURITIES, LLC
Statement of Financial Condition

December 31, 2004

Assets

Liabilities and Member’s Equity

23,245
2,085

25,330

6,500

18,830

25,330
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PALM SECURITIES, LI.C
Notes to Financial Statements

December 31, 2004

Nature of Business

Palm Securities, LLC (Company) is a broker-dealer registered with the Securities and Exchange
Commission {SEC) and a member of the National Association of Securities Dealers (NASD). The
Company is a Florida limited liability company, formed on July 3, 2003 and is a wholly owned
subsidiary of Beach Capital Advisors LLC (Beach). The Company’s business primarily consists of
assisting entities in obtaining financing and assisting in merger and acquisition transactions.

Summary of Significant Accountine Policies

(a) Cash and Cash Equivalents

The Company considers all investments with an original maturity date of three months or less to be
cash equivalents.

(b) Revenue Recognition

The Company recognizes revenue from commissions and fees it earns upon the completion of its
responsibilities related to the transaction and the closing of the transaction.

(¢) Use of Estimates

The preparation of the accompanying 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 disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of income and
expenses during the reporting period. Actual results could differ from those estimates.

(d) Imcome Taxes
The Company is treated as a disregarded entity for income tax purposes. Accordingly, no income

taxes or tax benefits are recorded by the Company since such taxes or tax benefits associated with
- the Company’s operations are reported by the member on its individual income tax return.

Cash Deposit

The Company maintains a cash deposit with NASD to facilitate direct payments of certain expenses
related to the Company’s operations as a broker-dealer.

Concentration of Credit Risk and Maijor Custemer Information

The Company maintains its cash accounts with a banking institution. The total cash balances are insured
by the F.D.1.C. up to $100,000 per account.
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PALM SECURITIES, LLC

Notes to Financial Statements - Continued

Concentration of Credit Risk and Major Customer Information - Continued

Management assesses the financial stability of its customers to limit its credit risk. The Company does
not require collateral or other security to support customer receivables.

Approximately 83% of the Company’s 2004 revenue was derived from three customers.

Related Partv Transactions

Effective September 30, 2003, the Company entered into an Administrative Expense Agreement
(Agreement) with Beach. The Agreement sets forth the arrangement whereby in return for a monthly fee
of $400, Beach will provide the Company with office space, phone, facsimile, network access,
computers, copiers and general office supplies and costs. The monthly fee commenced in February
2004, upon the registration of the Company with the NASD. Administrative expenses were $4,400 for
the year ended December 31, 2004.

The principles of Beach also held non-controlling, minority ownership interests (less than 5%) in two
entities that utilized the Company for securities private placement services. These entities compensated

the Company $116,500 for such services during 2004. In addition, Beach leases office space from one
of these entities.

Net Capital Reguirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires the
maintenance of minimum regulatory net capital and a specified ratio of aggregate indebtedness to
regulatory net capital, which as defined, shall not exceed 15 to 1. At December 31, 2004, the Company
had regulatory net capital and a regulatory net capital requirement of $16,745 and $5,000, respectively.
The Company’s aggregate indebtedness to net capital ratio was .39 tol.




