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OATH OR AFFIRMATION

1, David W. Miller, swear {or affirm) that, to the best of my knowledge -and belief the accompanying financial statement and
supporting schedules pertaining to the firm of Peacock, Hislop, Staley, and Gwen, Inc. as of December 31, 2006, are true and
correct. | 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

/ 4

Coldl Jowsar
[/

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

(2
(b)
(©)
(d)
(e)
(f
(®
(h)
(i)
@)

()

U

O00E 0 DODOONONENG@E®E

(o)

77
Nowé Public

Signature

Managing Director, CFO
Tidle

Facing page.

Statemnent of Financial Condition.

Staternent of Income (Loss).

Statement of Changes in Financial Condition

HOTARY PUBHHC . State Of
My Comm. Expi

A. SONMIER
MARICOPA COUnty 200
ires Feb, 23, 2008

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors® Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

A Reconciliation, including appropriate explanation, of the Computation of Neé Capital Under Rule 15¢-3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
A Reconciliation between the audited and unaudited Statements of Financial Condmon with respect to methods of

consolidation.
An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.
{n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Independent Auditing report on internal accounting controls.

**For conditions of confidential treaiment of certain portions of this filing, see section 240.17a-3fe)(3).




i

: PEACOCK, HISLOP, STALEY &!GIVEN, INC.

' FINANCIAL STATEMENTS
! AND SUPPLEMENTAL INFORMATION

Year Ended December 31, 2006

1




PEACOCK, HISLOP, STALEY & GIVEN, INC.

. FINANCIAL STATEMENTS
AND SUPPLEMENTAL INFORMATION

Year Ended December 31, 2006

CONTENTS
Pages

INDEPENDENT AUDITORS' REPORT 1
FINANCIAL STATEMENTS

Statement of Financial Condition ‘ 2

Statement of Income 3

Statemént of Changes in Stockholder;s Equity 4

Statement of Cash Flows ' 5

Notes to Financial Statements | 6-9
SUPPLEMENTAL INFORMATION

Computation of Net Capital Under Rule 15¢3-1 of the

Securities and Exchange Commission : 10
Reconciliation of Net Capital Pursuant to Rule 17a-5(d)-(4) 11

Report on Internal Control Under Rule 17a-5 12-13

MmOulk Oud ANdP ol Gud GO i Omb QmO Ms Gmd Cnd i Oml @Qud B Omh Gma




'

Mayer Hoffman McCann P.C. \
An Independent CPA Firm

3101 North Central Avenue, Suite 300
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Stockholder of

PEACOCK, HISLOP, STALEY & GIVEN, INC.

We have audited the accompanying statement of financial condition of Peacock, Hislop, Staley &
Given, Inc. at December 31, 2006, and the related statements of income, changes in stockholder's
equity, and cash flows for the year then ended that you are ﬁlmg pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the Company's
management. Our responsublllty is to express an opinion on these financial statements based on our
audit. ; :

We conducted our audit in accordance with U.S. generally accepted auditing standards. 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 audlt includes examining, on a test
basis, evidence supporting the amounts and disclosures in the fi nancual statements. An audit also
includes assessing the accounting principles used and significant estlmates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audlt 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 Peacock, Hislop, Staley & Given, Inc, at December 31, 20086, and the results of
its operations and its cash flows for the year then ended in conformlty with U.S. generally accepted
accountmg principles.

Our audit was made for the purpose of forming an opinion on the bas:c fi nanc|al statements taken as a
whole. The suppiemental mformatlon contained on pages 10 —— 13 is presented for purposes of
additional analysis and is not a required part of the basic fi nanc:al statements, but is supplementary
information required by Rule 17a-5 of the Securities and ExchangejAct of 1934. 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.

I

Phoenix, Arizona ) ' /
February 27, 2007 ‘ 4%——-—— e G .C
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PEACOCK, HISLOP, STALEY & GIVEN, INC.

STATEMENT OF FINANCIAL CONDITION

December 31, 2006

ASSETS

Cash

Receivables:
Receivables from clearing broker
Commissions and fees from customers
Other receivables

Securities owned:
Marketable, at market value

Prepaid expenses and deposits

Note receivable

Property and equipment, net

TOTAL ASSETS

LIABILITIES AND STOCKHOLDER'S

EQUITY

Accounts payable

Payable to clearing broker

Securities sold, but not yet purchased
Accrued expenses

Deferred rent

Capital lease cbligation

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES

STOCKHOLDER'S EQUITY ,
Common stock, no par, stated value of $1 per share, authorized
1,000,000 shares, issued and outstanding 100,000 shares
Additional paid-in capital
Retained earnings
TOTAL STOCKHOLDER'S EQUITY

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

‘

See Notes to Financial Statements

2-

§ 351,551

358,785
265,074
17,392

1,946,210
23,353
3,535

168,335

$ 3,134,235

$ 103,403
152,612
162,493
642,734

82,211
28612

1,172,065

100,000
1,214,480
647,690

1,962,170

$ 3,134,235
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REVENUES
Commissions
Trading profits
Consulting and advisory fees
Underwriting profits
Dividends and interest
Other revenues

TOTAL REVENUES
EXPENSES

Commissions
Qccupancy

Legal and accounting
Clearing fees
Communications

Travel and entertainment
Interest

Regulatory fees

Other expenses

TOTAL EXPENSES

NET INCOME

' Year Ended December 31, 2006

Employee compensation and benefits

See Notes to Financial Staterinents

PEACOCK, HISLOP, STALEY & GIVEN, INC.

STATEMENT OF INCOME

1,510,756
1,858,038
85,750
180,840
36,076

6,808,224

$ 3,036,763 ‘
\

3,213,854 |

1,934,907 |
378,056
182,808
114,854
119,143
91,664
56,147
63,749
541,078

6,696 260

$ 111,964

i

-3-
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PEACOCK, HISLOP, STALEY & GIVEN, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

Year Ended December 31, 2006

Aqditional Total

j Common Stock Il’aid-ln Retained Stockholder's

Shares Amount Capital Earnings Equity
Balance at January 1, 2006 100000 $ 100,000 $ 1214480 & 710,726 & 20252086
Net income - - - 111,64 111,964
Dividends to stockholder - - - {175,000) {175,000)
Balance at December 31, 2006 100,000 $ 100,000 $ 1,214,480 $ 647690 § 1,962,170

See Notes to Financial Statements
-4-
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PEACOCK, HISLOP, STALEY & GIVEN, INC.

STATEMENT OF CASH FLOWS

Year Ended December 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash

used in operating activities:

Depreciation and amortization

Changes in operating assets and liabilities:

Decrease (increase) in:
Receivables from clearing broker
Commissions and fees from customers
Other receivables
Securities owned, at market value-
Securities owned, not readily marketable, at cost
Prepaid expenses and deposits
Employee note receivable
Note receivable
Increase (decrease) in:

Accounts payable
Payable to clearing broker
Securities sold, but not yet purchased
Accrued expenses
Deferred rent

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid to stockholder
Payments on long-term debt
Payments on capital lease obligation

Net cash used in financing activities
NET CHANGE IN CASH
CASH, BEGINNING OF YEAR

CASH, END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid' for interest

See Notes to Financial Statefner ts
: -5-

$ 111,964

58,631

144,283
(219,565)
7,869
2,196,793
36,898
6,800
64,301
3,349

(30,485)

(2,372,588)
101,853

(162,760)

(10,703)
(63,460)

(29,129)

(175,000)
(7.822)

(14,434)
(197.256)

(289,845)
641,396

$ 351,651

$ 56,147
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PEACOCK, HISLOP, STALEY & GIVEN, INC,
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2006

Company operations and summary of significant accounting policies

Nature of operations - Peacock, Hislop, Staley & Given, Inc. (the "Company"} is incorporated in the state
of Arizona. The Company is a full service broker dealer reglstered with the Securities and Exchange
Commission (SEC) and is a member of the National Assocratron of Security Dealers, [nc. (NASD), the
Municipal Securities Rulemaking Board (MSRB), and the Securrtles Investors Protection Corporation {SIPC).
The Company also offers underwriting services for municipal debt securities and corporate debt and equity
securities. During 2002, the stockholders of the Company contnbuted all of its issued and outstanding shares
of common stock to Tumacacori Holdings, Inc. in exchange for common stock. The Company is a wholly-
owned subsidiary of Tumacacor Holdings Inc. These fi nanmal statements include the accounts of the
Company only. The Company is headquartered in Phoenix, Arizona and provides services to customers
throughout the United States. :

The significant accounting policies followed by the Company are as!follows:

Management's use of estimates - The preparation of financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estlmates and assumptions that affect the
reported amount of assets and liabilities and disclosure of contlngent assets and liabilities at the date of the
financial statements and reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Revenue recognition - Profit and loss arising from all securities transactrons entered into for the account and
risk of the Company are recorded on a trade date basis. Customer securities transactions are reported on a
settlement date basis with related commission income and - expenses reported on a trade date basis.
Accounts receivable and payable for security transactions are recorded net on the statement of financial
condition. Consulting and advisory fees and commissions are recogmzed when there is persuasive evidence
of an arrangement, services have been provided to the customer fees are fixed or determinable and
collectibility is reasonably assured. These fees are primarily- from merger and acquisition services and
financial restructuring advisory services. Trading profits and underwntlng profits include gains, losses, and
fees (net of syndicate expenses) arising from securities offerings in whrch the Company acts as an underwriter
or agent. Trading profits and underwriting profits are recorded on the trade date and underwriting fees at the
time the underwriting is completed and the income is reasonably determinable.

Cash - Cash inciudes cash held in checking and savings accounts. Cash deposits are insured in limited
amounts by the Federal Deposit iInsurance Corporation {FDIC).

Receivables — Receivables from clearing broker represent amounts due from a clearing organization that the
Company utilizes to execute their trading transactions. Professronal fees from customers represent amounts
due from customers relating to consulting and advisory transactrons Receivables are stated at the amount
management expects to collect. Management considers recelvables from the clearing broker to be collectible
in full and accordingly, an allowance for doubtful accounts is not consrdered necessary.

Property and equipment - Property and equipment is carried at cost. Depreciation is computed using the
straight-line method for financial reporting purposes over estlmated useful lives of five to seven years.
Repairs and maintenance are charged to expense and renewals and betterments are capitalized.
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PEACOCK, HISLOP, STALEY & GIVEN, INC.
NOTES TO FINANCIAL STATEMENTS

Year Ended December 31, 2006

Company operations and summary of significant accounting policies (continued)

Impairment of long-lived assets - The Company accounts for long-lived assets in accordance with the
provisions of SFAS No. 144, Accounting for the Impaimment of Long—L:ved Assets. SFAS No. 144 requires
that long-lived assets be reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount of an asset may not be recoverable. Recoverabmty of assets to be held and used is
measured by a comparison of the carrying amount of an asset to future undiscounted net cash flows expected
to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized
is measured by the amount by which the carrying amount of the assets exceeds the fair value of the assets.
Assets to be disposed of are reported at the lower of the carrylng amount or fair value less costs to sell.
Management does not believe impairment indicators are present at December 31, 2006,

Fair value measurements - During September 2006, the FASB issued SFAS 157, Fair Value Measurements,
which provides enhanced guidance for using fair value to measure|assets and liabilities. The standard applies
whenever other standards require (or permit) assets or liabilities to be measured at fair value. The standard
does not expand the use of fair value in any new crrcumstances SFAS 157 is effective for financial
statements issued for fiscal years beginning after November 15, 2007 and interim periods within those fiscal
years. We are required to adopt the provisions of SFAS 157 in our fiscal year beginning January 1, 2008. We
currently are evaluating the effects, if any, that this pronouncement may have on our consolldated financial
statements.

Income taxes - The Company has elected, by consent of its stockholder, to be taxed under the provisions of
Subchapter S of the Internal Revenue Code. Under those prowswns the Company generally does not pay
corporate income taxes on its taxable income. Instead, the stockholder is liable for income taxes on the
Company's taxable income.,

Net caJ:_vﬂal requirements

The Company is subject to the Securltles and Exchange Commission (SEC) Uniform Net Capital Rule (Rule
156c3-1), which requires the maintenance of minimum net capital lof $250,000, and requires that the ratio of
aggregate indebtedness to net capital shall not exceed 15.0 to 1.0. At December 31, 2006, the Company had
net capital of $1,282,106 which was $1,032,106 in excess of its minimum required net capital. The aggregate
indebtedness to net capital ratio was 0.67 to 1.0. .

Securities owned and securities eold, but not yet purchased

Marketable securities owned and securities sold, but not yet purchased, consist of trading and investment
securities at market value, as follows:

_ Owned, Not Sold, But
Owned Readily Not Yet
Marketable Marketable Purchased

|
State and municipal obligations $ 324484 $ - %

Unit investment trusts 1,520,531 - 162,055
Equity securities : :49.195 - -
Corporate bonds and notes 22,500 - 438
Investment account 29,500 - -
Total securities owned and securities sold, |
but not yet purchased $__1946210 § - 8 162,493
_7-
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PEACOCK, HISLOP, STALEY & GIVEN, INC.
NOTES TO FINANCIAL STAT?MENTS

Year Ended December 31, 2006

Securities owned and securities sold, but not yet purchased (continued)

Securities not readily marketable include securities (a) for which there is no market on a securities exchange
or no independent publicly quoted market, (b) that cannot be publlcly offered or sold unless registration has
been effected under the Securities Act of 1933, or (c) that cannot be offered or sold because of other
arrangements, restrictions, or condltlons applicable to the sectirities or to the Company Such securities are
recorded at cost.

Investments are exposed to various risks, such as interest rate, market and credit risks. Due to the level of
risk associated with certain investment securities, it is at least reasonably possible that changes in risks in the
near term would materially affect account balances and the amounts reported in the accompanying financial
statements. :

Property and equipment

Property and equipment consists of:

Cost: ‘

Equipment $ 231,961
Furniture - _ 164,463
Leasehold improvements ‘ 163,705
Computer software . ' 139,333
Computer equipment 117,965
Automobiles - 62,791

- Total cost 880,218
Accumulated depreciation and amortization {711.883)
Net property and equipment $ 168335

Depreciation and amortization expeﬁse charged to operations was $58,531 for the year.

The Company entered into a capital lease for telephone equrpment The lease expires in September 2008,
The assets and liabilities under the capital lease are recorded at the estimated fair market value of the leased
equipment. The value of the assets and related liability that the|Company recorded initially was $46,457.
Amartization of equipment held under capital leases is included in depreciation and amortization expense for
the pericd. Accumulated amortization on equipment held under capital leases was $9,402 for the period.

Capital lease obligation

The Company leases equipment under a capital lease. The lease expires in September 2008 and the interest
rate imputed in the lease is 9.9%.

Minimum future lease payments required under the capital lease at December 31, 2006 are as follows:

Years Ending December 31,
2007 3 17,749

2008 — 13313

Total minimum future lease payments 31,062

- Less amounts representing interest (2.450)

Present value of minimum lease payments - 28612
-8-




PEACOCK, HISLOP, STALEY & GIVEN, INC.
NOTES TO FINANCIAL STAT_EMENTS

Year Ended December 31, 2006

(6) Profit sharing plan
The Company has a profit sharing plan covering substantially all of its employees. Contributions to the plan
are at the discretion of the Board of Directors. Durlng the year the Company contributed $333,623 to the plan,
of which $166,259 is included in accrued expenses in the accompanylng statement of financial condition.

(7) Leases

The Company leases its office facilities and office equipment under operating lease agreements that expire
at various times through November 2010. Future minimum lease payments under noncancelable operating
feases with initial or remaining terms in excess of one year are:

Years Ending December 31,

2007 ' $ 345,892
2008 352,293
2009 352,621
2010 293 356
Total minimum future lease payments $ 13441862

No renewal options are provided for in the leases. In the normal course of business, operating leases are
generally renewed or replaced by other leases. Total rental expense under operating leases with a term in
excess of one month was $358,306 for the year,

The Company accounts for rent expense of the office space on|a straight-line basis over the lease term.
Differences between the amounts paid and amounts expensed are accounted for as deferred rent in the
accompanying statement of financial condition.

(8) Commitments and contingencies

The Company is subject to various claims and legal actlons in the normal course of business. In the
opinion of management, based upon current facts and circumstances and advice from legal counsel, these
matters are not expected to have a material effect on the fi nanciallcondition of the Company.

(9) Concentrations of credit risk

The Company's customers' transactions are cleared through a clearmg crganization pursuant to clearance
agreements. Nonperformance by its customers in fulfilling their contractual obligations pursuant to securities
transactions with the clearing organization may expose the Companyr to risk and potential loss. The Company
utlllzes a clearing organization that i is highly capitalized.

!
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PEACOCK, HISLOP, STALEY & GIVEN, INC.

SUPPLEMENTAL INFORMATION

December 31, 2006

COMPUTATION OF NET CAPITAL UNDER RULE 15¢c3-1 OF THE

SECURITIES AND EXCHANGE CQMMISSION

NET CAPITAL
Stockholder's equity

Less nonallowable assets:
Petty cash
Commissions and fees receivable from customers
Other receivables
Prepaid expenses and deposits
Property and equipment, net
Total nonallowable assets _
Net capital before haircuts on security positions
Less: Haircuts on securities
Net capital
Less: Minimum net capital required

EXCESS NET CAPITAL
AGGREGATE INDEBTEDNESS - LIABILITIES

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

See Independent Auditor's Report

-10-

600
265,074
11,300
23,353

168,335

1,962,170

468,662
1,493,508

211,402

1,282,106

250,000

$

1,032,106

856,960

0.67




PEACOCK, HISLOP, STALEY & GIVEN, INC,

SUPPLEMENTAL INFORMATION

December 31, 2006 .

b
RECONCILIATION OF NET CAPITAL PU
RULE 17a-5{d)-(4)

NET CAPITAL AS REPORTED ON FORM X-17A-5

POST CLOSING ADJUSTMENTS:
Ncne

RSUANT TO

NET CAPITAL AS REPORTED ON COMPUTATION OF NET CAPITAL UNDER

RULE 15¢3.1 OF THE SECURITIES AND EXCHANGE COMMISSION

See Independent Auditor's Report

A1-

$ 1,282,106

$_1282,106
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To the Board of Directors and Stockholder of

PEACOCK, HISLOP, STALEY & GIVEN, INC.

In planning and performing our audit of the financial statements of Peacock Hislop, Staley & Given,
Inc. (the “Company”} for the year ended December 31, 20086, we considered its internal control,
including control activities for safeguardlng 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
internal control.

Also, as required by Rule 17a-5{g){1) of the Securities and Exchange Commission (SEC), we have
made a study of practices and procedures followed by the Company lncludlng 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 deblts) 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, Vverifications, 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 customers 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 practlces and procedures referred to |n 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 unauthonzed use or disposition and that
transactions are executed in accordance with management's authorlzatlon and recorded properly to
permit preparation of financial statements in accordance with 'U. S generally accepted accountlng
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

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 oflany 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.
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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 one or
more of the intema! control components does not reduce to a relatlvely low level the risk that
misstatements caused by 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 intemal
contral, 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 objectlves 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 |nd|cate a material inadequacy for such
purposes. Based on this understanding and on our study, we belleve that the Company's practices
and procedures were adequate at December 31, 20086, to meet the SEC's objectives.

This report is intended solely for the use of the Board of Directors,! the stockholder, management, the
SEC, 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 regulatlon of registered brokers and
dealers, and is not intended to be and should not be used by’ anyone other than these specified parties.

Phoenix, Arizona
February 27, 2007 /“?,/ 4%..__ /e C.~ / C.

END




