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A. Greg Gleeson ) ‘ 619/652-5463

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION
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OATH OR AFFIRMATION

I, Arthur Greg Gleeson , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Nicholas-Applegate Securities LLC as

of December 31 ' ,2005  ,aretrue 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:

Slgnature

Vice President, Director of Finance
Title

&i/mw . &} oneo

Notary Public

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

&I (a) Facing Page.

B (b) Statement of Financial Condition.

O (c) Statement of Income (Loss).

[0 (d) statement of Changes in Financial Condition.

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

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

[0 (g) Computation of Net Capital.

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

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

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

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

B (1) An Oath or Affirmation.

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

O (n) Areportdescribing 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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KPMG LLP

Suite 2000

355 South Grand Avenue
Los Angeles, CA 90071-1568

Independent Auditors’ Report

The Managing Member
Nicholas Applegate Securities LLC:

We have audited the accompanying statement of financial condition of Nicholas Applegate Securities LLC
(the Company) as of December 31, 2005 that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. This financial statement is the responsibility of the Company’s management. Our
responsibility is to express an opinion on this financial statement 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 statement of financial condition is 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 includes examining, on a test basis, evidence supporting the amounts and disclosures in the statement
of financial condition. 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 statement of financial condition referred to above presents fairly, in all material
respects, the financial position of the Company as of December 31, 2005 in conformity with accounting
principles generally accepted in the United States of America.

KPMe P

February 10, 2006

KPMG LLP, a U.S. limited liability partnership, is the U.S.
mermber firm of KPMG International, a Swiss cooperative.



NICHOLAS APPLEGATE SECURITIES LLC

Statement of Financial Condition

December 31, 2005

Assets

Cash and cash equivalents
Shareholder service fees receivable
Prepaid expenses

Due from affiliate

Total assets
Liabilities and Member’s Capital

Accrued personnel expenses
Accounts payable and accrued expenses
Due to affiliate

Total habilities
Member’s capital

Total liabilities and member’s capital

See accompanying notes to statement of financial condition.

683,001
80,378
50,239

1,032

819,650

108,766
15,000
118,852

242,618
577,032

819,650
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NICHOLAS APPLEGATE SECURITIES LLC
Notes to Statement of Financial Condition
December 31, 2005

Organization

Nicholas Applegate Securities LLC (the Company), a single member limited liability company, is
registered as a broker-dealer under the Securities Exchange Act of 1934 and a member of the National
Association of Securities Dealers, Inc. The Company’s purpose is to serve as the distributor and provide
shareholder services to the Nicholas Applegate Institutional Funds (the Trust), an affiliated mutual fund
registered under the Investment Company Act of 1940. The Trust currently offers up to six classes of
shares to investors: Class I through V, which are designated for institutional investors, and Class R, which
is designated for retirement plans. Nicholas Applegate Capital Management (NACM), an affiliate of the
Company, is a registered investment advisor and provides advisory services to the Trust.

The Company and NACM are both wholly owned subsidiaries of Nicholas Applegate Holdings LLC
(Holdings), which is wholly owned by Allianz Global Investors US Equities LLC (US Equities), formerly
Allianz Dresdner Asset Management US Equities LLC, which in turn is wholly owned by Allianz Global
Investors of America L.P. (AllianzGl LP), formerly Allianz Dresdner Asset Management of America LP.
Allianz AG owns a majority interest in AllianzGI LP and is a global insurance company engaging in
property and casualty protection, life and health insurance, banking, and asset management.

The Company does not carry security accounts for customers and does not perform custodial functions
relating to customer securities and is, therefore, exempt from the provisions of Rule 15¢3-3 of the
Securities and Exchange Commission.

Summary of Significant Accounting Policies
(a) Cash and Cash Equivalents

Cash and cash equivalents consist primarily of cash on deposit with a financial institution. The
account balance periodically exceeds the Federal Deposit Insurance Corporation’s (FDIC) insurance
coverage, and as a result, there is a concentration of credit risk related to amounts in excess of FDIC
insurance coverage. Management of the Company believes that this risk is not significant.

(b)  Distribution and Servicing Fees

Pursuant to the distribution and shareholder servicing agreements with the Trust, the Company has
the right to receive distribution fees of 0.25% on the average daily net assets of Class R shares of the
Funds and shareholder servicing fees of up to 0.25% on the average daily net assets of all share
classes of the Funds, which comprise the Trust. Distribution and shareholder servicing fees are
recognized as the services are performed.

(c) Income Taxes

The Company, as a limited liability company, is not subject to federal and state income tax.
Ultimately, Holdings is required to include the Company’s income or loss on its tax returns.

3 (Continued)
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NICHOLAS APPLEGATE SECURITIES LLC
Notes to Statement of Financial Condition
December 31, 2005

(d) Fair Value of Financial Instruments

The carrying value of the Company’s financial instruments approximates fair value. The carrying
value of cash and cash equivalents, prepaid expense, shareholder service fees receivable, due from
affiliate, accrued personnel expenses and accounts payable, and accrued expenses approximates fair
value due to their short maturity.

(e)  Use of Estimates

The financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America, which require management to make estimates and
assumptions that could affect the reported amounts and disclosures in the financial statements.
Actual results could differ from those estimates.

Related Party Transactions

NACM provides personnel, office space, and certain other support services to the Company. The officers
of the Company are also employed by NACM.

NACM pays and allocates all direct operating expenses to the Company. Shared expenses for employees
who work at NACM and the Company, such as payroll, profit sharing, and employee benefits, were paid
by NACM and allocated to the Company based on the percentage that each shared employee was utilized
by the Company. Overhead paid by NACM, such as rent, depreciation, and insurance, was allocated to the
Company in the proportion that the Company’s full-time employees bear to all full-time employees of the
Company and NACM combined. The Company did not reimburse NACM for $739,722 of these allocated
expenses, and consequently, these amounts have been treated as a capital contribution by Holdings. The
Company has a payable of $118,852 to affiliates at December 31, 2005 that includes $75,153 for
commission expenses paid by NACM, $32,403 for expenses paid by AllianzGI LP, and $11,296 for
allocated expenses due to NACM.

The employees of the Company are enrolled in the AllianzGI LP 401(k) Savings and Retirement Plan.

The Company, at its discretion, may pay state registration fees and other expenses on behalf of the Trust
and is reimbursed as funds become available. As of December 31, 2003, there was $1,032 in outstanding
reimbursements receivable from the Trust.

Pending Litigation

The Company is subject to various pending and threatened legal actions which arise in the normal course
of business. In the opinion of management based on the advice of counsel, the disposition of claims
currently pending and threatened will not have a material adverse effect on the Company’s financial
position or results of operations.

Net Capital

The Company is subject to the Uniform Net Capital Rule (Rule 15¢3-1) under the Securities Exchange Act
of 1934, 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 for regulatory purposes of $525,761, which was $509,587 in excess of its required net
capital of $16,174. The Company’s net capital ratio was 0.46-to-1.
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