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OATH OR AFFIRMATION

|
|
|

I, Peter C. Johnson ; swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Professional Asset Management, Inc. v as

of September 30 . ,2006 , 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:

None

President’

JOAN E FLAM \ ’. Title
{ éxj Notary Public, Macomb County, WAl : A
Acting in Oakland Go., MI - ‘,

. Notary Public My Commission Expires 10/27/2007 Jedo 7 ;?

' < ~ -l
This report "_‘* contains {check all applicable boxes): i E - * ;:\ -
(a) Facing Page. f EP g
(b) Statement of Financial Condition. ? ‘:"f-'\ . ,,5

(c) Statement of Income (Loss). ‘ e, P AN '._\\“g:

vy

=
=3
3
@ (d) Statement of Changes in Financial Condition. :
@ (c) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors Capital.
(N (f) Statement of Changes in Liabilities Subordinated to Claims of Crednors
@ (g) Computation of Net Capital.
(X (h) Computation for Determination of Reserve Requirements Pursuant to Ru!e 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
d (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 Exh}bn 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. ' '
@ () An Oath or Affirmation. ' !
D (m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material madequacncs found to exist or found to have éxisted since the date of the previous audit.
[X] (0) Independent Auditor's Report on Internal'Accountlng Control.
**For conditions of confidential treatment of certain portions of this filing, see seuwn 240.17a-5(e)3).
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WILLIAM I. MINOLETTI & Co P.C.

CERTtFIED PUBLIC ACCOUNTANTS
UPTON PROFESSIONAL BUILDING =

t .'50-435 GROESBECK HIGHWAY

'ROSEVILLE, MICHIGAN 48066 !

1

] . -
WILLIAM 1. MINQLETTI, CPA ' . | {586) 779-8010

LOUIS . CARNAGH!. CPA ’ v ! t FAX (586} 771-8970
b INDEPENDENT AUDITOR’S REPORT EMAL: minleti@ameriech. e

- ! t |
To The Stockholders of Professional Asset Management, Inc. L
Bloomﬁeld Hills, Michigan ;

;

' | i
B We have audited the accompanylng balance sheets of Professronal Asset Management
Inc. as of September 30, 2006 and 2005 and the related statements pf stockholders’ equity,
 income, and cash flows for the years then ended. These ﬁnancnall statements are the f
responsrblhty of the Company's managernent Our respon51bll|ty i$ to express an oplmon on

' these financial statements based on our audits. ‘
o I
We conducted our audits in accordance with auditing standards generally accepted n
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
? m:sstatement An audit includes exammmg, on a test basis, evidence supporting the amounts
and dasclosures in the financial statements An audit also mcluded assessing the accounting
prmCIples used and significant estlmates made by management, as!well as evaluating the’
overal ﬁnancral statement presentatlon We believe that our audlts provide a reasonable basis
" for our oplmon . ;
o In our opinion, the financial statements referred to abovd present fairly, in all material
- respects, the financial position of Professrona] Asset Managemte'ntI Inc. as of September 30,
' 2006 and:2005 and the results of its operanons and its cash ﬂows for the years then ended in
: conformlty with accounting prmcrples generally accepted in the Umted States of America.

Our audits were made for the' purpose of forming an oplmon on the basic financial
statements taken as a whole. The information contained in the supportmg schedules on pages 8
- 10 101is presented for purposes of additional analysis and is not Ia requlred part of the basic
ﬁnancral statements but is supplemedtary information required by| Rule 17a-5 of the Securities
and Exchange Commission. Such 1nformat10n has been sub_]ected to the auditing procedures
applled.m the examination of the basw financial statements and in our opinion, is fairly stated
inall material respects in relation to the basic financial statements| taken as a whole.

o
! 1

i November 13, 2006




PROFESSIONAL ASSET MANAGEMENT, INC.

BALANCE SHEETS

September 30, 2006 And 2005

ASSETS

Cash and cash equivalents

Securities owned - money market funds ‘

Accounts receivable: |
Brokers, dealers and clearing organization '
Deposit - clearing organization ,
Other

Other assets:
Prepaid insurance
Deposits
Prepaid taxes

r
J

}

LIABILITIES AND STOCKHOLDERé’ EQUITY

Accounts payable: ,
Commissions !
Accrued expenses
Federal Income Tax
Single Business Tax
Total liabilities

Stockholders’ equity: !
Common stock, par value $0.10 per share; 50,000 ;
shares authorized; 1,530 shares issued
Capital in excess of par value
Retained earnings
Total stockholders’ equity

See accompanying notes. |

2

2006 2005
$208,560 $192,684
35,943 34,520
7,767 1,716
25,000 25,000
703 14,409
24,897 -
4,036 4,036
1,608 -
$308,514 $278,365
§ 4,547 $§ 658
34,768 34,814
- 857
- 168
39,315 36,497
153 153
17,974 17,974
251,072 223,741
269,199 241,868
$308,514 $278,365




P
PROFESSIONAL ASSET MANAGEMENT, INC.
STATEMENTS OF STOCKHOLDERS’ EQUITY

For The Years Ended September 30, 2006 And 2005
|

Capital In Total
Common Excess Of .Retained Stockkholders’
Stock Par Value ;| Earnings Equity
i
Balance, b
September 30, 2004 $ 153 - $17,974 i - $190,936 $209,063
Net income for the year |
ended September 30, 2005 - - | 32,805 32,805
Balance, i
September 30, 2005 153 17,974 | 223,741 241,868
. n
Net income for the year p
ended September 30, 2006 - . - } 27,331 27,331
!
Balance, }
September 30, 2006 $ 153 $ 17,974 © $251,072 $269,199

See accompanying notes.
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PROFESSIONAL ASSET MANAGEMENT, INC.

STATEMENTS OF INCOME :
For The Years Ended September 30, 2006 IAnd 2005

2006 2005
Income: '
Commissions and fees - $1,852,920 $1,344,086
Interest income 8,086 3,740
Total income . 1,861,006 1,347,826
Commissions and clearing charges: i
Commissions paid 1,603,732 1,094,248
Clearing charges ’ 64,154 43,645
Total commissions and clearing charges 1,667,886 1,137,893
Gross profit from operations ‘ 193,120 209,933
Selling, general and administrative expenses : 160,439 170,574
Income before provision for taxes 32,681 39,359
Provision for taxes:
Federal income tax 4,800 5,806
Michigan Single business tax _ - 550 748
Total provision for taxes _ 5,350 6.554
Net income | $ 32,805

$ 27331

|
. j
See accompanying notes.
1
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g . PROFESSIONAL ASSET MANAGEMENT INC.
STATEMENTS OF CASH FLOWS

For The Years Ended September 30, 2006 iAnd 2005

3

| 2006 2005
Increase (decrease) in cash and cash equivalents: .
Cash flows from operating activities: o
Fees and commissions received ;. $1,865,994 $1,339,449
Interest received ' 8,086 3,740
Commissions paid : (1,598,444) (1,095,861)
Clearing charges : {(65,018) (41,247)
Other selling, general and administrative expenses paid : (185,336) (170,574)
® Federal income taxes paid i (6,843) (3,271)
Single business taxes paid f (1,140} -
Net cash provided by operating activities | 17,299 32,236
Cash and cash equivalents at beginning of year f 227,204 194,968
Cash and cash equivalents at end of year I $ 244,503 $ 227,204
Reconciliation of net income to net cash provided by i ,
operating activities: b
Net income { . $ 27,331 $ 32,805
Adjustments to reconcile net income to net cash provided [
by operating activities: L ‘
(Increase) decrease in: '
Accounts receivable L 13,655 (3,754)
Prepaid insurance (24,897) -
Prepaid taxes * (1,608) 2,258
Increase (decrease) in: '
. Accounts payable ]‘ ; 3,889 (54)
® Accrued expenses ! (46) (44)
‘ Federal income taxes : (857) ' 857
Single business taxes | (168) 168
Total adjustments I (10,032) (569)
Net cash provided by operating activities - 5 17,299 $ 32236

Dlsclosure of accounting policy:
For purposes of the Statement of Cash Flows, the Company considers money market funds

|
l
L
c
as cash equivalents. ‘
|
|
!
I

See accompanying notes.
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PROFESSIONAL ASSET MANAGEMENT, INC.
NOTES TO FINANCIAL STATEMENTS

September 30, 2006 And 2005

Note 1 - ORGANIZATION
Professional Asset Management, Inc. provides investment services as a
registered broker-dealer with the National Association of Securities Dealers.
Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Securities Transactions '

Securities transactions and the related commission revenues and expenses are
recorded on a settlement date basis.

Management 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 and disclosures. Accordingly, actual results could
differ from those estimates. .

Financial Instruments With Off-Balance-Sheet Risk .

In the normal course of business, the Company’s' activities involve the
execution, settlement and financing of various securities transactions. These
activities may expose the Company to off-balance-sheet risk in the event the other
party to the transaction is unable to fulfill its contractual obligation.

Note 3 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s Uniform
Net Capital Rule (Rulel5c3-1). Based on the provisions of this rule, the Company
must maintain net capital equivalent to the greater of $50,000 of 1/15th of aggregate
indebtedness, as defined.

At September 30, 2006, the Company’s net capital was $237,236 and its
required net capital was $50,000. The ratio of aggregate indebtedness to net capital
{which may not exceed 15 tol) was .21 to 1.




PROFESSIONAL ASSET MANAGEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
September 30, 2006 And 2005

Note 4 - LEASE COMMITMENTS

The Company leases its facilities under an operating lease. Future minimum
lease payments outstanding at September 30, 2006 are as follows:

Year ended September 30, . Amount
2007 49,328
2008 } 50,816
2009 34,560

For the years ended September 30, 2006 and 2005 the total lease expenses
pursuant to the above operating lease amounted to $47,204 and $62,635,
respectively, which is included in selling, general and administrative expenses in the
attached Statement of Income.




SUPPORTING SCHEDULES
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* . 4 PROFESSIONAL ASSET MANAGEMENT, INC.

. COMPUTATION OF NET CAPITAL UNDER REULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

September 30, 2006 } ‘
j :
|
|
1. Total ownership equity j $269,199
2. ‘Deduct ownership equity not allowable for net capital ' -
3. Total ownership equity qualified for net capital ' 269,199
® ' |
4. . Add:
‘a, ' Liabilities subordinated to claims of general creditors alIoWable in -
computation of net capital o
b. Other deductions or allowable credits : ii -
5. Total capital and allowable subordinated liabilities i : 269,199
6.  Deduction and/or charges: ; |
-a. Total non-allowable assets from Statement of FinancialéCOndition 31,244
d. Other deductions and/or charges | -
7. Other additions and/(;r allowable credits ! : -
8. - Net capital before haircuts on securities positions :’ : 237,955
: 9. Haircuts on securities (computed, where applicable, pursuar;t to _
@ ~ Rule 15¢3-1[f] ): ‘ |
c.  Trading and investment securities: !
4. Other securities ; 719
10. Net capital I | 23 7;236
13. Net capital requirement | 50,000
14. Excess net capital $187,236




® ' PROFESSIONAL ASSET MANAGEMENT INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
September 30, 2006 v
(Continued) 1

|
)
i
| t
|
B

COMPUTATION OF AGGREGATE INDEBTEDNESS
i

16. Total liabilities from balance sheet $ 39,315
19. Total aggregate indebtedness liabilities $ 49,669

|

|

|

|
20. - Percentage of aggregate indebtedness to net capital 5 - 21%
i

| )
STATEMENT PURSUANT TO PARAGRAPH (d)(4) OF RULE 17a-5

B

There are no differences between this computation of net capltal and the corresponding
computation prepared by Professional Asset Management, Inc. and included in the Company S

unaudited Part [IA, FOCUS Report filing as of the same date. !

1
!
!
!




PROFESSIONAL ASSET MANAGEMENT INC.

!
r

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

FOR BROKER-DEALER UNDER RULE 15¢3-3

September 30, 2006

: Professional Asset Management, Inc. is exempt from the Computatlon for

|
|

i
|
I
1
I
|
I

I

#

Determination of Reserve Requiréments for Broker-Dealers under Rule 15¢3-3 of the

Securities and Exchange Commission because of exemption provided under Rule 15¢3-

3(k)(:2)(ii), as a broker-dealer, "who, as an introducing broker-deaile'r, clears all transactions

with and for customers on a fully disclosed basis with a clearing lj:)roker-dealer o

10




PROFESSIONAL ASSET MANAGEMENT, INC.
SUPPLEMENTAL REPORT ON INTERNAL ACCOUNTING CONTROL
PURSUANT TO RULE 17a-5 OF ”II‘HE
SECURITIES AND EXCHANGE COMISSION

! September 30, 2006 | :




™

WirriaMm I, MiNoLETTI & Co., P.C.

CERTIFIED PUBLIC ACCOUNTANTS
] .
UPTON PROFESSIONAL BUILDING
30435 GROESBECK HIGHWAY

ROSEVILLE, MICHIGAN 480686 \
i

WILLIAM |. MINOLETTI, CPA ' (586} 779-8010
LOUIS J. CARNAGH!, CPA : . FAX (586} 771-8970
' | E-MalL: minoletti@armeritach.nat
t

" To The Stockholders ! |
Professional Asset Management, Inc. I
. . [

: f

In planning and performing our;audit of the financial stateménts of Professional Asset
Management, Inc. for the year ended September 30, 2006, we consrdered its internal control,
including control procedures for safeguardmg securities, in order to determme our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control. |

t

Also, as required by Rule 17a—5(g)(1) of the Securities and Exchange Commission {SEC},
we made a'study of the practices and procedures (including tests of compllance with such ’
practices and procedures) followed by the Company in making the p periodic computations of
aggregate indebtedness and net capital | under Rule 17a- -3(@)(11) and;the procedures for
determining compliance with the exemptive provisions of Rule 15c3 3. We reviewed the
procedures for determining the compllance with the exemptive prov1srons of Rule 15¢3-3 and
determined that the Company was in compllance with the condmons of the exemption and no
facts came to our attention that mdlcated that such provisions had nol been complied with durmg
the period. We did not review the practices and procedures followed by the Company in making
the quarterly securities examinations, dounts verifications and cdmparlsons and the recordation
of drfferences required by Rule 17a- 13: or in complying with the r:equlrements for prompt
payment for securities under Section 8,0f Regulation T of the Board of Governors of the Federal
Reserve System, because the Compan;yr does not carry security ac'counts for customers or
perform custodial functions relating to' customer securities. i

!
The management of the Company is responsibie for establrshlng and maintaining a

system of internal accounting control and the practices and procedures referred to in the
preceding paragraph. In fulfilling this, responsrblllty estimates anduudgments by management
are required to assess the expected benefits and related costs of control procedures and of the
practices and procedures referred to m 'the preceding paragraph alnd to assess whether those
practices and procedures can be expected to achieve the SEC’s above mentioned objectives.
Two of the ‘objectives of an internal control system and the practlces 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 unauthorlzed use or disposition,
and that transactions are executed in accordance with management s authorization and recorded
properly to permit the preparation of ﬁnancral statements in accordance with generally accepted
accounting principles. Rule 17a-5(g) hsts additional objectives of the practices and procedures
listed in the preceding paragraph. ) j




Because of inherent limitations in internal control or the practices and procedures referred
to above, errors or irregularities may nevertheless 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 degree of compliance with them may deteriorate.

Our consideration of internal control 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.

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 and Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such ob_]ectlves 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 September 30, 2006 to
meet the SEC’s objectives. |

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

— ‘: LS ’.%WQ— F?C,

November 13, 2006 |




