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OATH OR AFFIRMATION

I, F. Scott Perkins , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

__Perkins, Smart & Boyd, Inc. as

>

of April 30 ,2005 , 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:

N it

Title

HELEN JOURAS :
; Notary Public - State of Kensas

U ((/L My Appt Expires _5'[)\8 ~N00 Q
g\ e

Wotary Public

This report ** contains (check all applicable boxes):
El (a) Facing Page.

k1 (b) Statement of Financial Condition.

k] (c) Statement of Income (Loss).

&l (d) Statement of Changes in Financial Condition.

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

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

Kl (g) Computation of Net Capital.

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

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

&! (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
& Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

Kl
O
&l

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

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



PRESTIA VICK & ASSOCIATES, LLC
CERTIFIED PUBLIC ACCOUNTANTS

3130 BROADWAY
KANSAS CITY, MISSOURI 64111
{816) 753-8036 « (816) 753-0622 FAX
E-MAIL: cpa@prestiavick.com

F. MICHAEL PRESTIA, CPA BUD L. VICK, CPA, CVA

INDEPENDENT ACCOUNTANTS’ REPORT

To the Board of Directors and Stockholders of
Perkins, Smart & Boyd, Inc.

We have audited the accompanying statement of financial condition of Perkins, Smart & Boyd, Inc., as of
April 30, 2005 and 2004, and the related statements of income, changes in stockholders’ equity, cash
flows, and changes in liabilities subordinated to claims of general creditors for the years then ended. In
addition, we audited the supplementary schedules of computation of net capital, computation of basic net
capital requirements, computation of aggregate indebtedness, computation of determination of reserve
requirements, information relating to the possession or control requirements and reconciliation pursuant
to Rule 17a-5(d){(4). These financial statements and supplementary schedules are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial statements
and supplementary schedules 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 and supplementary schedules referred to above present fairly, in
all material respects, the financial position of Perkins, Smart & Boyd, Inc. at April 30, 2005 and 2004, and
the results of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

M&ﬂé@ ¢ (eociotts R72S

June 8, 2005

Members of the American Institute of Certified Public Accountants
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PERKINS, SMART & BOYD, INC.

Statements of Financial Condition

April 30, 2005

Assets

Current assets:
Cash and cash equivalents
Commissions receivable
Prepaid and recoverable income taxes
Deferred income tax
Investments
Prepaid expense
Total current assets

Office furniture and equipment
Less accumulated depreciation
Net property, plant and equipment

Other assets:
Deposits with clearing organizations
Other deposits
Customer accounts, net of accumulated
amortization of $34,163 and $30,830
Total other assets

Total assets

Liabilities and Stockholders’ Equity

Current liabilities:
Accounts payable
Payroll taxes payable
Deferred tax liability

Total liabilities

Stockholders’ equity:
Common stock, $10.00 par value
Authorized - 12,500 shares
Issued and outstanding - 3,180 shares
Additional paid-in capital
Retained earnings
Total stockholders’ equity

Total liabilities and stockholders’ equity

[
[=]
[=]
3]

23,998
65,034
2,740
2,625
193,263
5,835

" 293,495

54,414
44,455
9,959

30,013
1,307

15,837
47,157

350,611

23,516
17,470
36,816
77,802

31,800
5,000
236,009
272,809

350,611

See accompanying notes to financial statements.
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2004

44,243
32,617
1,196
1,320
209,764
5,954
295,094

90,237
78,550
11,687

30,003
1,307

19,170
50,480

357,261

22,660
33,619
28,617
84,896

31,800
5,000
235,565
272,365

357.261
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PERKINS, SMART & BOYD, INC.

Statements of Income

For the Years Ended April 30, 2005 and 2004

Revenue:
Commissions
Fees
Realized investment gain - net
Unrealized investment gain - net
Interest

Total revenue

Expenses:
Commissions
Salaries and benefit
Depreciation expense
Other operating expenses

Total expenses

Income before income taxes

Income taxes:
Current
Deferred

Total income taxes

Net income

2005
1,425,592
7,172
9,300
14,780
71,376
1,528,220

145,526
793,191
5,526
580,261
1,525,504

3,716

(3,623)

6,894

3,271

— 444

See accompanying notes to financial statements.
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2004

1,327,438
17,259
33,337

135,763
49,395
1,563,192

145,414
761,420
9,519
603,814
1,520,167

43,025
(4,588)

33,400
28812

—14.213
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PERKINS, SMART & BOYD, INC.

Statements of Changes in Stockholders’ Equity

Balances at April 30, 2003
Net income year ended April 30, 2004
Balances at April 30, 2004
Net income year ended April 30, 2005

Balances at April 30, 2005

For the Years Ended April 30, 2005 and 2004

Common

Shares Additional
Issued and Common Paid-in Retained
Outstanding Stock Capital Earnings
3,180 $ 31,800 $ 5000 $ 221,352
14,213
3,180 $ 31800 % 5000 $ 235565
444
3,180 $ 31800 § _5.000 $ 236,009

See accompanying notes to financial statements.
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Total
$ 258,152
_14.213
$ 272365
444

$ 272,809
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PERKINS, SMART & BOYD, INC.

Statement of Changes in Liabilities Subordinated
to Claims of General Creditors

For the Years Ended April 30, 2005 and 2004

There were no liabilities subordinated to the claims of creditors at the beginning or end of the years or at any
time during the years.

See accompanying notes to financial statements.

9



PERKINS, SMART & BOYD, INC.

Statements of Cash Flows

For the Years Ended April 30, 2005 and 2004

Cash flows from operating activities:
Net income $
Adjustments to reconcile net income to net cash
provided (used) by operating activities:
Depreciation
Amortization
Gain realized on sale of investments
Unrealized investment gains
Change in current assets and liabilities:
(Increase) decrease in:
Commissions receivable
Other receivables
Prepaid expenses
Prepaid and recoverable income taxes
Increase (decrease) in:
Accounts payable
Net deferred tax liability
Payroll taxes payables

Net cash used by operating activities
Cash flows from investing activities:

Proceeds from sale of securities

Purchase of investments

Net increase in deposits with clearing organizations

Purchase of fixed assets
Net cash provided by investing activities
Net decrease in cash

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year $

200

444

5,526

3,333
(9,300)
(14,780)

(32,417)
-0-

119
(1,544)

856
6,894
(16,149)

(57,018)
44,114
(3,533)

(10)
(3,798)

36,773
(20,245)
44,243

23,908

See accompanying notes to financial statements.
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2004

14,213

9,519
3,333
(33,337)
(135,763)

18,410

37,221
(198)

6,944

1,828

27,297
2,127

(48,4086)
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PERKINS, SMART & BOYD, INC.
Notes to Financial Statements

April 30, 2005 and 2004

Description of Business and Summary of Significant Accounting Policies

Description of Business

Perkins, Smart & Boyd, Inc. (Company) is a full service securities broker providing investment
advisory and other related services to clients in the United States. It operates as an introducing
broker on a fully disclosed basis and does not hold funds or securities for customers. The Company
is a member of the National Association of Securities Dealers (NASD) and the Securities Investor
Protection Corporation (SIPC). The Company was incorporated under Kansas laws and
commenced operations on May 5, 1976.

The Company operates under the provisions of Paragraph (k)(2)(ii) of Rule 15¢3-3 of the Securities
Exchange Act of 1934 and, accordingly, is exempt from the remaining provisions of that Rule.
Essentially, the requirements of Paragraph (k)(2)(ii) provide that the Company clear all transactions
on behalf of customers on a fully disclosed basis with a clearing broker-dealer. The clearing broker-
dealer carries all of the accounts of the customers and preserves all related books and records as
are customarily kept by a clearing broker-dealer.

Cash Equivalents
The Company considers all short-term investments with an original maturity of three months or
less to be cash equivalents.

Receivables

The Company considers receivables to be fully collectible; accordingly, no allowance for doubtful
accounts is required. If amounts become uncollectible, they will be charged to operations when
that determination is made.

Office Furniture and Equipment

Office furniture and equipment are recorded at cost. Major renewals and betterments are
capitalized, and maintenance and repairs which do not improve or extend the life of the
respective assets are charged against earnings in the current period. Depreciation is provided for
in amounts sufficient to relate the cost of depreciable assets to operations over their useful lives
of five to seven years using accelerated recovery methods.

Investments

Investments are carried at market value and consist of common stock held for trading purposes.
Net unrealized gains included in earnings for the year ended April 30, 2005 and 2004 are $14,780
and $135,763, respectively.

Intangibles
Customer accounts acquired with the purchase of a business in February 1995 are being
amortized over 15 years.

Revenue Recognition

Customers’ securities transactions and related commission income and expense are recorded on
a trade date basis.

Income Taxes

Income tax provisions are based on income reported for financial statement purposes. Deferred
income taxes arise from the recognition of temporary differences between income determined for
financial and tax purposes. Such temporary differences are principally related to the use of
accelerated depreciation methods for tax purposes, the difference between the book and tax
basis of investment securities, and the net effect of the conversion from accrual accounting to
cash basis accounting for income tax purposes.

11
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PERKINS, SMART & BOYD, INC.
Notes to Financial Statements

April 30, 2005 and 2004

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management.to make estimates and assumptions that affect certain 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.

Concentrations

Because of the nature and size of the Company’s operations, it occasionally maintains cash
balances in excess of Federally insured limits at financial institutions. The Company has not
experienced any losses on such accounts.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1). This rule requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 10 to 1. Rule 15¢3-1 also
provided that equity capital may not be withdrawn or cash dividends paid if the resulting net capital
ratio would exceed 10 to 1. At April 30, 2004, the Company had net capital of $196,474, which was

$146,474 in excess of its required net capital of $50,000. The Company'’s net capital ratio was
40to 1.

Income Taxes

The Company's aggregate (current plus deferred) income taxes for the years ending April 30,
2005 and 2004 represent 88% and 67%, respectively, of its income before income taxes for the
periods. These percentages are greater than the expected income tax rates that would apply to
such income. The greater tax rates are principally attributable in both periods to expenses that
are net deductible in determining taxable income.

Deferred income taxes are provided for temporary differences between the financial statement
and income tax bases of assets and liabilities and temporary differences in reporting income and
expense. The principal components of the Company's deferred income taxes at April 30, 2005
and 2004 consisted of the following:

2005

[\

004
Deferred tax asset:

Contributions not deductible until
future years $

Deferred tax liabilities:

:
i |

Depreciation 932 ,
Use of cash basis for income tax reporting 8,997 3,023
Unrealized gains in value of investments,
not recognized for income tax reporting 26,887 24,050
36.816 28,617

The Company received income tax refunds of $2,078 in the year ended April 30, 2005.

12
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8)

PERKINS, SMART & BOYD, INC.
Notes to Financial Statements

April 30, 2005 and 2004

Operating Lease

The Company leases office space and equipment under various operating leases. Minimum
future obligations on these operating leases are as follows:

Year Ended
April 30, 2006 $ 49,681
April 30, 2007 36,105

Total rent expense under operating leases for the years ended April 30, 2005 and 2004 were
$64,153 and $63,469, respectively.

Deposits
Deposits with clearing organizations represent funds required to remain on deposit with the
Company’s clearing brokers, Southwest Securities, Inc. and First Southwest Securities, Inc.

Withdrawals can be made only with the permission of the clearing companies, and a minimum
balance of $10,000 and $20,000, respectively, must be maintained at all times.

Emplovee Benefit Plan

The Company has a 401(k) plan for the benefit of all eligible employees. Participants may elect
to defer up to 10% of their annual compensation to be contributed to the plan subject to limits as
specified by the Internal Revenue code. During the year ended April 30, 2004, the company
made no matching contributions to the plan.

Financial Instruments with Off-balance-sheet Credit and Market Risk

Customer transactions are introduced to and cleared through clearing brokers. Under the terms
of its clearing agreement, the Company is required to guarantee the performance of its customers
in meeting contracted obligations. Such transaction may expose the Company to significant off-
balance sheet risk in the event margin requirements are not sufficient to fully cover losses that
customers may incur. In the event the customer fails to satisfy its obligations, the Company may
be required to purchase or sell financial instruments at prevailing market prices to fulfill the
customer’s obligations. In conjunction with the clearing brokers, the Company seeks to control
the risks associated with its customer activities by requiring customers to maintain collateral in
compliance with regulatory and internal guidelines. Compliance with the various guidelines is
monitored daily and, pursuant to such guidelines, the customers may be required to deposit
additional collateral, or reduce positions where necessary.

The Company does not anticipate nonperformance by customers or its clearing brokers. in

addition, the Company has a policy of reviewing, as considered necessary, the clearing broker
with which it conducts business.

Material Inadequacies

None noted.

13
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SUPPLEMENTARY INFORMATION

Pursuant to Rule 17a-5 of the
Securities Exchange Act of 1934

As of April 30, 2005
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PERKINS, SMART & BOYD, INC.
Schedule |
Computation of Net Capital
Under Rule 15¢3-1 of the

Securities and Exchange Commission

As of April 30, 2005

Net Capital
Total stockholders’ equity
Ownership equity not allowable for net capital:
Other receivables
Prepaid expenses
Property and equipment
Customer accounts
Other deposits

Haircuts on investments
Net capital

Aggregate Indebtedness
Total aggregate indebtedness

Computation of Basic Net Capital Requirement
Minimum net capital required

Excess of net capital

Ratio: aggregate indebtedness to net capital

15

£

272,809

2,740
5,835
9,959
15,834
1,307
237,134
40,660

196,474

17,802

50,000
146,474

A0to1
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PERKINS, SMART & BOYD, INC.

Computation of Net Capital
Under Rule 15¢3-1 of the
Securities and Exchange Commission

As of April 30, 2005

A RECONCILIATION PURSUANT TO RULE 17a-5(D)(4)
(included in Part A of Focus Report as of April 30, 2005)

Total ownership equity qualified for net capital per
April 30, 2005, Part | A

Decrease in prepaid insurance
increase in accrued tax benefit
Decrease in property and equipment
Increase in accounts payable
Increase in deferred tax liability
Increase in deferred tax asset

Total ownership equity qualified for net capital per
April 30, 2005 audit report

Non-allowable assets per April 30, 2005 Part Il A
Decrease in prepaid insurance
Increase in other receivable
Decrease in property and equipment
Increase in deferred tax asset
Non-allowable assets per April 30, 2005 audit report
Net capital, as reported in Company’s Part Il A

Decrease in ownership equity qualified for net capital
Per April 30, 2005 audit report

Net capital per April 30, 2005 audit report

16

8

N

282,188
(496)
1,544
(3,534)
(9,518)
2,625
272,809
38,164
(496)
1,544
(3,534)
2,625
~ 38,303

203,792

7,318

196.474




PERKINS, SMART & BOYD, INC.
Schedule li

Computation of Determination of
Reserve Requirements and Information
Relating to Possession or Control
Requirements Under Rule 15¢3-3 of the
Securities and Exchange Commission

As of April 30, 2005

The Company did not make a computation for determining the reserve requirement or supply information
relating to the possession or control requirements pursuant to Rule 15¢3-3 as they are exempt pursuant to
subparagraph (k)(1) of Rule 15¢3-3.
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INDEPENDENT ACCOUNTANTS’ REPORT ON
INTERNAL ACCOUNTING CONTROL



PRESTIA VICK & ASSOCIATES, LLC
CERTIFIED PUBLIC ACCOUNTANTS
3130 BROADWAY
KANSAS CITY, MISSOURI 64111

(816) 753-8036 - (816) 753-0622 FAX
E-MAIL: cpa@prestiavick.com

F. MICHAEL PRESTIA, CPA BUD L. VICK, CPA, CVA

INDEPENDENT ACCOUNTANTS’ REPORT

To the Board of Directors and Stockholders of
Perkins, Smart & Boyd, Inc.

In planning and performing our audit of the financial statements of Perkins, Smart & Boyd, Inc. for the
years ended April 30, 2005 and 2004, we considered its internal control structure including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control structure.

We also made a study of the practices and procedures followed by the Company in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(2)(11) and the procedures for
determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices
and procedures followed by the Company in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by Rule 17a-13 or in complying
with the requirements for prompt payment for securities under section 8 of Regulation T of the Board of
Governors of the Federal Reserve System, because the Company does not carry security accounts for
customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining an internal control
structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of internal control structure policies and procedures and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices and procedures
can be expected to achieve the Commission’s above-mentioned objectives. Two of the objectives of an
internal control structure and the practices and procedures are to provide management with reasonable,
but not absolute, assurance that assets for which the Company has responsibility are safeguarded
against loss from unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures referred
to above, errors or irregularities may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the internal
control structure that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control structure elements does not reduce to a relatively low level the
risk that errors or irregularities in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, we noted no matters involving the internal control

structure, including procedures for safeguarding securities, that we consider to be material weaknesses
as defined above.

Members of the American Institute of Certified Public Accountants
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INDEPENDENT ACCOUNTANTS’ REPORT - Continued

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices and
procedures were adequate at April 30, 2005, to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, the
New York Stock Exchange and other regulatory agencies which rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 and should not be used for any other purpose.

Reitic O1d5 Quaocicts 1LC

June 8, 2005

Members of the American Institute of Certified Public Accountants




