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OATH OR AFFIRMATION

I, __Michael W. Paole , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
— PCEFE Investment Bankers, Inc s @8
of _ December 31 ,20 05 |, aretrue and correct. 1 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:

e

« MY COMMISSION # OD 250353

5@@

T on&F  EXPIRES: September 16,2007 '
OF
1-8003-NOTARY FL Notary Discoust Assec. Co. Si gnature
President
(0 Title
Notary Public

This report ** contains (check all applicable boxes):

g

(a) Facing Page.
(b) Statement of Financial Condition.
{c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors Capital.

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

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

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

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3 1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

({I) 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).
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INDEPENDENT AUDITOR'S REPORT

Stockholders
PCE Investment Bankers, Inc.
Winter Park, Florida

We have audited the accompanying statement of financial condition of PCE Investment Bankers, Inc., as of
December 31, 2005, and the related statements of operations, changes in stockholders' 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 PCE Investment Bankers, Inc. as of December 31, 2005, and the results of its operations and its
cash flows for the year then ended in conformrty 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 a
whole. The information contained on pages 9 and 10 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 11934. 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.

Winter Park, Florida
January 27, 2006

AMERICAN INSTITUTE OF MEMBER FLORIDA INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS CERTIFIED PUBLIC ACCOUNTANTS
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PCE INVESTMENT BANKERS, INC.
STATEMENT OF FINANCIAL CONDITION

December 31, 2005

ASSETS
ASSETS
Cash $ 374610
Trade accounts receivable 45,000
Furniture, fixtures and equipment, at cost, net
of accumulated depreciation of $123,842 18,177
Other 1,062
$§ 438,849
LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES
Accounts payable and accrued expenses $ -
STOCKHOLDERS' EQUITY
Common stock:
Class A common stock, voting, $.01 par value; 50,000
shares authorized, 8,000 shares issued and outstanding 80
Class B.common stock, non-voting, $.01 par value; 50,000
shares authorized, 2,000 shares issued and outstanding 20
Additional paid-in-capital 529,794
Accumulated deficit - ‘ (91,045)
, 438,849

$ 438,849

The Notes to Financial Statements are
an integral part of this statement.




PCE INVESTMENT BANKERS, INC.
STATEMENT OF OPERATIONS

Year E_nded December 31, 2005

REVENUE
Fees . $ 1,975,388
Interest income 2,496
$ 1,977,884
OPERATING EXPENSES _
Contract labor 855,889
General and administrative expenses 796,476
Depreciation 12,424 .
- 1,664,789
Net income $ 313,095

The Notes to Financial Statements are
an integral part of this statement.



PCE INVESTMENT BANKERS, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

Year Ended December 31, 2005

Class A Class B Additional Accum-

Common Common Paid-In ulated

Voting Non-Voting Capital Deficit
BALANCE, December 31, 2004 $ 80 $ 20 $ 529,794 $ (248,140)
Distributions to stockholders - - - (156,000)
Net income - - - 313,095
BALANCE, December 31, 2005 $ 80 3 20 $ 529,794 $ (91,045)

The Notes to Financial Statements are
an integral part of this statement.
-4-



PCE INVESTMENT BANKERS, INC.

STATEMENT OF CASH FLOWS

Year Ended December 31, 2005

CASH FLOWS FROM OPERATING ACTIVITIES

Fees received

Interest received

Payments for contract labor
Fees and expenses paid

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Payments received from related parties

Purchase of furniture and fixtures

Net cash provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Distribution to stockholders

Net cash used in financing activities

NET INCREASE IN CASH
CASH, beginning

CASH, ending

RECONCILIATION OF NET INCOME TONET ,
CASH PROVIDED BY OPERATING ACTIVITIES

Net income

Adjustments to reconcile net loss to net
cash provided by operating activities:

Depreciation

Increase in trade accounts receivable

Increase in other assets

Net cash provided by operating activities

The Notes to Financial Statements are

an integral part of this statement.

$ 1,960,125
2,497
(855,889)
(796,476)
$ 310,257
52,404
(6,021)
46,383
(156,000)
(156,000)
200,640
173,970
$ 374,610
$ 313,095
$ 12,424
(14,762)
(500)
(2,838)
$ 310,257



Note 1.

Note 2.

PCE INVESTMENT BANKERS, INC.

NOTES TO FINANCIAL STATEMENTS

Nature of Business and Summary of Significant Accounting Policies

Nature of Business: PCE Investment Bankers, Inc., (the "Company") was incorporated in July 1997
under the name of Poole Carbone Capital Partners, Inc., for the purpose of offering investment
banking, consuiting, and broker/dealer services to its clients. A legal name change to its current
form was effected in May 2003. The Company has not yet begun operations as a broker/dealer in
the business of buying and selling securities for individual clients, but has provided investment
banking and consulting services for its clients.

Revenue recognition: Revenue includes fees for services and contracts completed in the current
year. Revenue also includes non-refundable retainer fees on contracts which have not yet been

completed.

Accounts receivable: Accounts receivable represent fees due for consulting services that have
been completed during the year. As of December 31, 2005, no allowance for uncollectible

accounts was considered necessary.

Furniture and fixtures: Furniture and fixtures are recorded at cost and are depreciated using the
straight-line method over the estimated useful lives of the assets.

Income taxes: The Company elected to be taxed as an S-corporation on its income in accordance
with Section 1362 of the Internal Revenue Code. Section 1362 provides that, in lieu of corporation
income taxes, the stockholders are taxed on their respective shares of the Company's taxable
income. Therefore, no provision or liability for income taxes is reflected in these financial

statements.

Use of estimates: 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 certain assets and liabilities and disclosures. Accordingly, the actual amounts
could differ from thosé estimates. Any adjustments applied to estimated amounts are recognized in
the year in which such adjustments are determined.

Operating Leases

The Company entered into a sublease for office space that commenced in September 1999 and
expired in March 2003. The Company subsequently exercised an extension of the sublease for a
period of five years beginning Aprii 2003. The renewal of the sublease requires monthly
installments of $5,672 and provides for annual escalations.

During October 2002, the Company entered into an agreement with a related party under which the
sublease will be paid by the related party and a ratable share wili be coliected from the Company
through a management fee, The Company is still primarily responsible for the sublease obligation
at December 31, 2005. This agreement is more fully described at Note 5.



Note 2.

Note 3.

Note 4.

PCE INVESTMENT BANKERS, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

Operating Leases (continued)

The following is a schedule by years of future minimum rentals under the operating sublease at
December 31, 2005;

Year ended December 31,

2006 $ 70,602
2007 71,624
2008 17,939

$ 160,065

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December 31,
2005, the Company had net capital of $374,610, which was $369,610 in excess of the required net
capital of $5,000. The ratio of aggregate indebtedness to net capital at December 31, 2005 was
zero to one.

Liabilities Subordinated to Claims of Creditors

The Company has no liabilities subordinated to claims of creditors. The Company operates
pursuant to the (k)(2)(i) exemptive provision of SEC Rule 15¢3-3 and is therefore exempt from the
computation for determination of reserve requirements. The Company is exempt from the
possession and control requirements under SEC Rule 15¢3-3 in that it will carry no customer
accounts, promptly transmit all customer funds and deliver ali securities received in connection with
activity as a broker/dealer, and effectuate all financial transactions with customers through one or
more accounts designated as "Special Account for the Exclusive Benefit of Customers of PCE
Investment Bankers, .Inc."
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Note 5.

Note 6.

Note 7.

PCE INVESTMENT BANKERS, INC.

NOTES TO FINANCIAL STATEMENTS
(Continued)

Related Party Transactions

The company is under common control with PCE Holdings, LLC and its subsidiaries; PCE Advisory,
LLC; PCE Stratus Valuations, LLC and PCE Indexes, LLC. No consuiting services have been
performed on behalf of this entity or its subsidiaries for the year ended December 31, 2005.

In addition, PCE Management, inc. (PCEM) is a subsidiary of PCE Holdings, LLC. On October 1,
2002, the Company entered into two separate management agreements with PCEM under which
payroll and certain other overhead expenses and other costs would be paid to PCEM monthly in
addition to a fee for management services. Consequently, operating results and financial position
may be different than if these entities were autonomous. Total fees and expenses of $1,625,833
were paid to PCEM for the year ended December 31, 2005.

Concentration of Credit Risk

The Company maintains cash and cash equivalents at a financial institution. Cash balances at this
financial institution totaling $100,000, are insured by the Federal Deposit Insurance Corporation.
The uninsured cash"balance at December 31, 2005 was $274,510. Management believes the risk
of loss associated with the uninsured cash balances to be minimal. ‘

Subsequent Events

Under a reorganization agreement dated January 1, 2006, the stockholders of PCE Investment
Bankers, Inc. exchanged their individual shares of the Company for individual ownership interests in
PCE Holdings, Inc. As of that date, the Company became a wholly owned subsidiary of PCE
Holdings, Inc., the successor to PCE Holdings, LLC.



PCE INVESTMENT BANKERS, INC.
COMPUTATION OF NET CAPITAL

December 31, 2005

Total equity from statement of financial condition
Deduct ownership equity not allowable for net capital

Total capital

Deductions and other charges
Non-allowable assets:

Unsecured trade accounts receivable $ 45,000
N Furniture and fixtures, net 18,177
Other 1,062

Total non-allowable assets

Net capital
- Minimum net capital required

Excess net capital

Aggregate indebtedness

Ratio of aggregate indebtedness to net capital

$ 438,849
438,849
64,239
374,610
5,000
$ 369,610
$ .
Oto1



PCE INVESTMENT BANKERS, INC.

RECONCILIATION OF COMPUTATION OF NET CAPITAL
(AUDITED REPORT VS. UNAUDITED REPORT)
December 31, 2005

Net capital (unaudited) $ 374610
Audit adjustments made:

None —_—
Net capital (audited) $§ 374,610
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5 .

Stockholders
PCE Investment Bankers, Inc.
Winter Park, Florida

In planning and performing our audit of the financial statements and supplemental schedules of PCE
Investment Bankers, Inc., for the year ended December 31, 2005, we considered its internal control, including
control activities 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 internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to customer securities, we did not
review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customer as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal control 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 controls 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 SEC's above-mentioned objectives. Two of the objectives of
internal control 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 the preparation of financial statements in accordance with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.
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Because of inherent limitations in internal control or the practices and procedures referred to above, error or
fraud 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 internal control would not necessarily disclose all matters in internal control 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 components
does not reduce to a relatively low level the risk that error or fraud 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 internal control, including control activities for safeguarding securities, that we consider to be
material weaknesses as defined above. '

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC 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 December 31, 2005, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
and other regulatory agencies. that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their -
regulation of registered brokers and dealers, and is not intended to be and should not be used by anyone other
than these specified parties.

ACéoouc.o, AWWLOLM Tr j"""g/ //4

Winter Park, Florida
January 27, 2006
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