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OATH OR AFFIRMATION

1, Craig D. Stokarski ~t , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statementund supporting schedules pertammg to the firm of
Persimmon Secuntles, Inc.

, 8%
" "of and for the year ended December 31 ,20 05, are frue an;l correct. I further swear (or affirm) that
ueither the company nor any partuer, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

None. |
~ JOSEPH J. DOROVICH %7
.. NOTARY PUBLIC = Q) > -23-06
.STATE OF DE! AWARE ignature

ity Commvssﬂon Exprres May 28, 2006

W&JM

@&mﬁubhc Dafen ;1/22 o6

: Tlus repoxt ** containg (check all applicable boxes):
: __m (a) Facing Page.
: ._ﬂ (b) Statement of Financial Condition. _ ' T
- B @ Statemmtoflncome({.oss) ‘ _ ‘ R
"0 (d) Statement of Changes in Financial Condition. ' '
B (@ Statement of Changes in Stockholders’ Equity or Partaers’ or Sole Propnetcts Capital.

Fmanc1a1 and Operatlons Principal
Title

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

K Compuhhon of Net Capital

Kl (b) Computation for Determination of Reserve Requirements Pursuant to Rnle 15¢3-3.

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

-0 ') 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.

e D (k) A Reconciliation. between the audited and unaudweé Statements of Fmancxal Condmen with respect to methods of

Coli ccnsohdshon
B (1) An Oath or Affirmation.

. O (m) A copy of the SIPC Supplemental Report.

D (o) A @oﬂ dem"nmg any material inadequacies found w exist or found to hsve emsted since the date of %he prevmns audat :

**For cogdiﬁon.: of confidential treatment of certain portions of this filing, see section 240.17a-3{ej(3).
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IN]‘JEPENDENT AUDITORS’ REPORT

To :the Board of Directors and Stockholders of
Persimmon Securities, Inc.

|
We have audited the following financial statements of Persimmon Securities, Inc., (the
“Company ’) for the year ended December 31, 20085, that you are filing pursuant to Rule
17a\-5 under the Securities Exchange Act of 1934

|
Statement of Financial Condition
|

Sta‘éement of Income
1

Stat“ement of Changes in Stockholder’s Equity
\

Statement of Cash Flows

|

The;se 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.
!

Page
3
4
5
6

We jconducted 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 consideration of internal control over financial reporting
as a basis for designing audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Company's internal
control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in
the fmanc1al statements, assessing the accounting principles used and significant
estlmates 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, such financial statements present fairly, in all material respects, the
ﬁnali'lcial position of the Company at December 31, 2005, 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.

|
]
i
|

Member of
i Deloitte Touche Tohmatsu



Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The following supplemental schedules of the Company as
of December 31, 2005, are presented for purposes of additional analysis and are not a
required part of the basic financial statements, but are supplementary information
reciuired by rule 17a-5 under the Securities Exchange Act of 1934.

i Page
| ‘

Coimputation of Net Capital under SEC Rule 15¢3-1 12
\

Computation for Determination of Reserve Requirements 13

Pursuant to Rule 15¢3-3 and Information Relating to the

Possession or Control Requirements Under Rule 15¢3-3

\
|
\

These schedules are the responsibility of the Company’s management. Such schedules
have been subjected to the auditing procedures applied in our audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects when considered

in r\‘elation to the basic financial statements taken as a whole.

W .C' 75&.«{ if

February 23, 2006



Persimmon Securities, Inc.

Statement of Financial Condition

; December 31, 2005

|

. Assets

' Cash and cash equivalents $ 379,189
Clearing deposit 50,145
Accounts receivable 16,861

. Prepaid assets 18,515

' Income taxes receivable 3,238

. Total assets $ 467,948

|

|
' Liabilities and stockholder's equity

Liabilities:

- Deferred tax liability $ 458
| Other liabilities 1,365
\

i Total liabilities 1,823
|

| Stockholder's equity:

., Common stock, $0 par value, 100 shares authorized; -
| 43.5 shares issued and outstanding

. Additional paid-in capital | 420,643
' Retained earnings 45,482
1

'Total stockholder's equity 466,125
ETotal liabilities and stockholder's equity $ 467,948

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



Persimmon Securities, Inc.
Statement of Income

For the Year Ended December 31, 2005

|

;Income:

! Commissions income $ 155,917
Asset-based fee income 411,066
Interest income 97,909

‘Total income 664,892

‘Expenses:

Clearing fees 472,365
Office and equipment rental : 23,298
Licenses and permits _ 16,923

. Insurance 3,960

| Professional fees 16,000

. Miscellaneous 70

1

iTotal expenses 532,616

Income before income taxes 132,276

Provision for income taxes 57,964

;Net Income $ 74312

The accompanying notes are an integral part of these financial statements.
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Persimmon Securities, Inc.
Statement of Changes in Stockholder's Equity

For the Year Ended December 31, 2005

Retained
‘ Additional Earnings / Total
1 Common Stock Paid-in (Accumulated Stockholder’s
‘ Shares Amount Capital Deficit) Equity
Balances at
January 1, 2005 435 § - § 420643 § (28,830) § 391,813
Net income - - - 74,312 74,312
Balances at
December 31, 2005 435 § - § 420643 § 45482 § 466,125

|
|
I
|
|
I
\
I

The accompanying notes are an integral part of these financial statements.
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Persimmon Securities, Inc.

Statement of Cash Flows
For the Year Ended December 31, 2005

Qash flows from operating activities:

Net income $ 74,312
A;djustments to reconcile net income to net cash provided
- by operating activities:

- Deferred tax expense § 8,109
|
. Changes in assets and liabilities:
‘ Decrease in accounts receivable 18,081
‘ Increase in clearing deposit (79)
Increase in prepaid assets (719)
} Increase in income taxes receivable (19,406)
i Decrease in other liabilities (58,362)
Total adjustments (52,376)
Net cash provided by operating activities 21,936
\
I «
Net increase in cash and cash equivalents | 21,936
Cash and cash equivalents at beginning of year 357,253
Cash and cash equivalents at end of year $ 379,189
Stjlpplemental cash flows disclosure:
| Income tax payments _ $ 72,497
Income tax refunds ‘ $ 3,237

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



Perstimmon Securities, Inc.
i ‘ Notes to Financial Statements

December 31, 2005

i
: ‘
1. Organization

Persimmon Securities, Inc. (the “Company”), a Delaware corporation, incorporated September
21, 2000, is a wholly-owned subsidiary of ADVISORport, Inc. (‘ADVISORport™) and is
dependent on ADVISORport for placement of brokerage accounts. ADVISORport was acquired
by PFPC Worldwide Inc. (the “Parent”) on October 23, 2003 in a cash transaction. PFPC
Worldwide Inc. is an indirect, wholly-owned subsidiary of The PNC Financial Services Group,
Inc. ("PNC" or the “Corp.”), a publicly traded company.

The Company is a fully disclosed introducing broker-dealer registered with the Securities and
Exchange Commission ("SEC"), pursuant to Section 15(b) of the Securities Exchange Act of
1934 and is a member of the National Association of Securities Dealers, Inc. The Company has
a clearing arrangement with First Clearing, LLC (“First Clearing™). The agreement includes a
ﬁ1nanpial covenant for the Company to maintain, at all times, at least $75,000 in excess of the net
capital required in accordance with Rule 15¢-3-1 for an introducing firm. The Company has
comleied with this covenant at all times dunng the year ended December 31, 2005.

The Company’s business includes acting as an introducing broker for accounts wishing to
custody securities and executes trades primarily under a market value based asset fee structure.
Certain accounts use a transaction based fee arrangement. These accounts are referred to the
Company as part of the services offered by ADVISORport.

[

[

2. Shmmary of Significant Accounting Policies

Basis of Presenta?ion - The accompanying financial statements are prepared in accordance with
accounting principles generally accepted in the United States of America.

Cash and Cash Egquivalents - Cash and cash equivalents consist of cash and short-term, highly
liquid investments with original maturities of three months or less. Cash and cash equivalents are
held at major financial institutions. The Company’s funds in its bank accounts at times exceed
the amount insured by the Federal Deposit Insurance Corporation (FDIC). Management does not
cc»nsifier the excess funds to be at risk.

Accounts Receivable - Accounts receivable includes amounts due from fund distributors for
services provided as an agent for the funds.

Leasés - The Company currently leases office space from ADVISORport as part of a facilities
and services agreement. The agreement can be canceled with 30 days notice. Total expense for
2005 was $1,000 and is recorded in “Miscellaneous Expenses” on the statement of income.

!

|

| ‘ 7
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| ‘ Persimmon Securities, Inc.
Notes to Financial Statements (continued)

December 31, 2005

2. Summary of Significant Accounting Policies (continued)

Commissions — Commissions and related clearing expenses are recognized on a trade-date basis
as securities transactions occur.

Asset-Based Fee Income — Asset-based fees for existing accounts are received quarterly based
on the market value of the underlying accounts and recognized as earned. Asset-based fees for
new ?ccounts are received in the month subsequent to opening based on the market value of the
assets received.

|
Interest Income - Interest income includes income eamed on cash and cash equivalents as well

as rebates credited on client money market balances and are recognized when eamed.

|
Income Taxes - The lability method is used in accounting for income taxes whereby deferred
incorpe tax assets and liabilities are determined based on differences between the financial
reporting and income tax basis of assets and liabilities and are measured using the enacted tax
rates ‘;and laws that are expected to be in effect when the differences reverse (See Note 4).

\ 3 - 3 . . .
Use of Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estim}ates and assumptions that affect the amounts reported in the financial statements and the

accompanying notes. Actual results may differ from those estimates.
|

Fair ;Value of Financial Instruments -Statement of Financial Accounting Standards ("SFAS")
No. 107, "Disclosures about Fair Value of Financial Instruments," requires the disclosure of the
estimated fair values of financial instruments. Substantially all of the Company's assets and
lizbilities are considered financial instruments, as defined by SFAS 107. Fair value is defined as
the price at which a financial instrument could be liquidated in an orderly manner over a
reasonable time period under present market conditions.

SFAS 107 requires that the fair value of financial instruments be estimated using various
valuation methodologies. Quoted market prices, when available, are used as the measure of fair
value: The estimated fair value of financial instruments that have a short-term maturity may be
approximated using the carrying amount of such financial instruments.

The Company's financial instruments are short-term in nature. Consequently, carrying amounts
of these assets and liabilities approximated estimated fair value. The Company considers the
amounts recorded for the financial instruments on the statement of financial condition to be

| N .
reasonable estimates of fair value.



Persimmon Securities, Inc.
} \ Notes to Financial Statements (continued)

December 31, 2005

3. Net Capital Requirements

The Company is subject to the SEC's Uniform Net Capital Rule (the "Rule"), which requires the
maintenance of minimum net capital. The Company has elected to use the basic method
permitted by the Rule, which requires that the Company maintain minimum net capital equal to
the greater of $50,000 or 6 2/3% of aggregate indebtedness, as defined. The Rule also requires
that aggregate indebtedness not exceed 15 times net capital. The SEC requirements provide that
equity capital may not be withdrawn or cash dividends paid if certain minimum net capital
requirements are not met. At December 31, 2005, the Company had net capital of $427,511,
which was $377,511 in excess of the required net capital of $50,000. The Company’s resulting
ratio of aggregate indebtedness to net capital was .004 to 1.

P opfietary accounts held at a clearing broker (“PAIB”) are considered allowable assets in the
net cap1ta] computatlon Pursuant to an agreement between the Company and First Clearing,
First. Clearmg 1s required to perform a computation for PAIB assets similar to the customer
reserve computation.

|
)
|

4. Income Taxes

The (;ompany 1s a participant in a master tax sharing agreement with the Corp. Federal income
taxesi represent an agreed upon allocation from the Corp. Under this allocation methodology,
PNC isubsidiaries with taxable income record taxes based on the relationship of the Company's
federal tax liability, computed on a separate company basis, to the federal tax liability of the
consolidated group. Subsidiaries with a tax loss receive an allocated benefit from the

consolidated group based upon the reduction in current taxes otherwise payable by the group.

The dperating results of the Company are included in the consolidated U.S. Federal income tax
returns of the Corp. and its subsidiaries. For state tax purposes, the Company files separate
company returns.
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Persimmon Securities, Inc.
Notes to Financial Statements (continued)

December 31, 2005

4. Income Taxes (continued)

The income tax expense included in the statement of income as determined in accordance with
SFAS No. 109, "Accounting for Income Taxes," is as follows:
|

At December 31, 2005
Currént income taxes:

Federal $ 42,989
State 6,866
Total current income taxes 49,855
Deferred income taxes:
Federal 604
State 7,505
thal deferred income taxes 8,109

Total income tax provision $ 57,964

At Décember 31, 2005, the Company had the following deferred income tax liability:

At December 31, 2005

Fed?ral : $ (520)
State | 62
Total deferred tax liability $ (458)

i
The provision for federal income taxes is different from the amount that would be provided by
applying the federal statutory income tax rate to income before income taxes, primarily as a
result of state income taxes.

5. Related Party Transactions

As described above, substantially all of the Company’s revenue ($664,892) for the year ended
December 31, 2005 is derived from assets held by the clients of ADVISORport. Certain
Company clients are also clients of Persimmon Capital Management, a related party registered
investment advisor.

10



Persimmon Securities, Inc.
Notes to Financial Statements (continued)

‘ December 31, 2005

S. Re]ated Party Transactions (continued)

The financial statements are prepared from the separate records maintained by the Company. The
Company shares office space and equipment with ADVISORport, which is under common
control of the Corp. Accordingly, the Company has been charged for such shared costs.
ADVISORport, the Parent, the Corp., and certain other affiliates provide administrative, legal,
human resource, and other general support services, the cost of which is also allocated to the
Company. For the year ended December 31, 2005, these allocations totaled $4,960, $1,000 of
which is included in “Miscellaneous™ Expense and $3,960 of which is recorded as “Insurance” in
the statement of income. At December 31, 2005, there were no amounts payable to
ADVISORport. Amounts receivable from ADVISORport totaled $338, which is included in
"Acc?unts Receivable” on the statement of financial condition.

Income taxes receivable of $3,238 as of December 31, 2005 is included on the statement of
financial condition and is an intercompany receivable. For the year ended December 31, 2005,
income tax payments of $72,497 were made to the Corp. and Trust Co. and income tax refunds
of $3,237 were received from the Corp. and Trust Co.

6. G‘uarantees

The Company has provided a guarantee to their clearing broker. Under this agreement, the
Company has agreed to indemnify the clearing broker for customers introduced by the Company
that are unable to satisfy the terms of their contracts. The Company's liability under these
arrangements is not quantifiable. However, the likelihood that the Company will be required to
make payments under this agreement is remote. Accordingly, no contingent liability is carried
on the consolidated statement of financial condition for these transactions.

11



Persimmon Securities, Inc.

Computation of Net Capital under SEC Rule 15¢3-1

r December 31, 2005
Net bapital:
Stockholder's equity $ 466,125
Deduction for nonallowable assets:
Accounts receivable 16,861
Prepaid assets 18,515
Income taxes receivable 3,238
!
“ Net capital § 427,511
\
Aggregate Indebtedness:
t
. Total aggregate indebtedness $ 1,823

|
\ :

Computation of Basic Net Capital Requirement:
' Minimum net capital required (greater of 6 2/3% of $ 50,000
agreggate indebtedness or $50,000)

. Net capital in excess of required minimum $ 377511

- Excess net capital @ 1000% (net capital less 10% of
aggregate indebtedness)

&

427,329

Ratio of aggregate indebtedness to net capital 004 to 1

1 ‘
Statement Pursuant to SEC Rule 17a-5(d)(4)

A reconciliation of the above computation to the computation of net capital under SEC Rule 15¢3-1,
as of December 31, 2005, filed by Persimmon Securities, Inc. in its FOCUS Part IIA Report is not
required as the computations are not materially different.

12



Persimmon Securities, Inc.

Computation for Determination of Reserve Requirement under SEC Rule
15¢3-3 and Information Relating to the Possession or Control
Requirements Under SEC Rule 15¢3-3.

December 31, 2005

The Company has elected the exemption under Rule 15¢3-3(k)(2)(ii) of the Securities
and Exchange Commission, which requires that the Company clear all transactions
with a clearing broker-dealer on a fully disclosed basis. At December 31, 2005, the
Company held no customer funds and had no required deposit.



Deloitte.
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Philadelphia, PA 19103-3984
! USA

\
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‘ www.deloitte.com

Fel%mary 23, 2006
|
Persimmon Securities, Inc.
76q Moore Road
King of Prussia, PA 19406

In planning and performing our audit of the financial statements of Persimmon Securities,
Inc! (the “Company”) for the year ended December 31, 2005 (on which we issued our
repbrt dated February 23, 2006), we considered its internal control, including control
activities for safeguarding securities, in order to determine our auditing procedures for
the purpose of expressing an opinion on the financial statements and not to provide
assurance on the Company’s internal control.

|
Alsb, as required by Rule 17a-5(g)(1) under the Securities Exchange Act of 1934, we
have made a study of the practices and procedures (including tests of compliance with
such practices and procedures) followed by the Company that we considered relevant to
the objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(a)(11) and 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 securities accounts for customers or
perform custodial functions relating to customer securities.

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 internal control and of the practices and
procedures, and to assess whether those practices and procedures can be expected to
achieve the Securities and Exchange Commission’s (the “Commission™) 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 acquisition, 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 conformity with accounting principles generally
accepted in the United States of America. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Member of
Deloitte Touche Tohmatsu



\
Because of inherent limitations in any internal control or the practices and procedures
referred to above, misstatements due to error or fraud may occur and not be detected.
Also projections of any evaluation of the internal control or of such practices and
prdcedures to future periods are subject to the risk that they may become inadequate
because of changes in conditions or that the degree of compliance with the practices or
prdcedures may deteriorate.
Our consideration of the Company’s internal control would not necessarily disclose all
matters in the Company’s 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 one or more of the
internal control components does not reduce to a relatively low level the risk that
mlsstatements caused by error or fraud in amounts that would be material in relation to
the consolidated financial statements being audited may occur and not be detected within
a tlmely period by employees in the normal course of performing their assigned
funcuons However, we noted no matters involving the Company’s internal control and
its operatlon (including control activities for safeguarding securities) that we consider to
be materlal weaknesses as defined above.

|
Wd understand that practices and procedures that accomplish the objectives referred to in
thelsecond 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 December 31, 2005, to meet the Commission’s objectives.
This report is intended solely for the information and use of the board of directors,
management, the Securities and Exchange Commission, the National Association of
Securities Dealers, Inc., 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.

Yours truly,

W < Toed, tef



