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OATH OR AFFIRMATION

(, Robert H Shortle‘

¥

|swear (or affirm) that, to the best of

{
my knowlcdge and bcl:eflhc accompanymg financial statement and support:ng schedules pertaining t‘o the firm of

Perlculhm Adv1sors, LIC

, as

of December 31 -

5 ZGS )6 are true and cotrr_ecl. [ further sxlfsfear {or affirm) that

- 1 } . . . . . . .
neither the company nor any partner, proprietoer, prmcmal officer or director has any proprietary interest in any account
| “ ot . . N

ciassified solcly'as that of a customer, except as follows:

I
None '

:/, .

K,wﬁm EWPM«J

Notary Pullic }

This report ** contains {check ail applicable boxes)
&} (3) Facing Page. '

G Statcmer{tof Fmancml Condition.

(c) Stalemem of Income (Loss)

(d) Slatement of Changes i in Financial Condmon

(g) Computa!uon of Net Cap]tal

0 KHEOMOKEED

consolldatlon
(1) An QGath or Aff'rmatlon
{m) A copy of the SIPC Supplememal Report.

MO

**For conditions of confidential treatment of certain porn'ons of this filing, see section 240.17a-5(e)(3)

(c) Statemem of Changes in Stockholders’ Equity or Partners’ or Solc Proprietors’ Capital.
(f} Statcmentt of Changes in'Liabilities Subordinated to Claims of Creditors.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
() In f'ormatlon Relating to the Possession or Control Requirements Under Rule 1503 3.
() Recontl‘thatlon mcluflmg appropriate explanation of the Computation of Net lCclpital Under Rule 15¢3-1.and the
Computation for Determmanon 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

ot ,(//4%

Signature

_ | , -
Pielsiobn T L
< Title~ ““ -l

(n) A report descnbmg any 'malenal inadequacies found to exist or found to have existed since the date of the previous audit.
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Independent Auditor’s Report

Board of Directors ;
Periculum !Advisors, LLC
Indianapolis, Indiana :

i

| |
i i
We have audited the ‘accompanying statement of financial condition of Penculum Advisors,
LLC, as of December 31, 2006, and the related statements of1 operations and changes in
member’s tLqurty 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 re"sponsrblllty of
Periculum lAdvisors LLC’s management. Our responsrblllty is to express an opinion on these
financial stlatements based on our audit. 1 ]

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 materialimisstatement.

An audit mcludes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the crrcumstances but not for the § purpose of
expressing|an opinion on the effectiveness of the Company’s internal control fzover financial
reporting. |Accordingly, we express no such opinion. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements.} An audit also
includes aslsessmg the accountmg principles used and significant estimates made by management,

as well as|evaluating '‘the overall financial statement presentatlon% We believe lthat our audit
provides a reasonable basrs for our opinion. ;
In our oprmon the financial statements referred to above present fzilrly, in all matenal respects,

the financial position of Periculum Advisors, LLC at December 31* 2006, and the results of its
operations 'and its cash flows for the year then ended in conformity with accountmg principles
generally accepted in the United States of America. - j ]

. | :

Our audit was conducted for the purpose of forming an opinion on the basic ﬁnancml statements
taken as a|whole. The accompanying supplemental information is presented for purposes of
additional |analysis and is not a required part of the basic financial statements, but is
supplementary mformatron required by rule 17a-5 under the Securities Exchangé Act of 1934.

Such mformatlon 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 matenal respects in 'relation to the
basic ﬁnanclzlal statements taken asa whole. !

W&mm Za2P

Indlanapollls Indiana -
March 29, 2007 |
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' CURRENT ASSETS |

Cash andcash equivalents
P f

Accounts receivable .

TOTAL ASSETS -

CURRENT LIABILITIES
Accbunts1

]

t

MEMBER’S EQUITY |
Paid-in caintal \ ‘
Retained carnings |
Total Member’s Equity !

TOTAL'LIABILITIES AND MEMBER’S EQUITY | !

: ~ ‘PERICULUM ADVISORS, INC:
' STATEMENT OF FINANCIAL CONDITION
December 31, 2006 I

|
j
ASSETS' . l‘
|
|
i
i
|
!
!
|

|
i |

.

: S
LIABILITIES AND MEMBER’S EQUITY "

payable — afﬁllate

!

1
|
|
;

l
|
|

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
' and notes to the financial statements.

$ 270975
25,000

$__295975

$ 111,791

© 6,051
178,133

184,184

§ 295975




: PERICULUM ADVISORS, INC.

STATEMENT, OF OPERATIONS AND CHANGES'IN MEMBER’S EQUITY

|
‘ i

REVENUILS 1 ‘
- Placement fees J

|
Interest income

Total revenues

OPERATING EXPENSES

Bank char!ges

Communications

Compensation -

Computers/Printers’

Consultinlg Services
“Employee Benefits |

Database services '

Deprematlon expense

Dues and subscriptions ' w

Insurance

Lease charges

Office expenses , ,

Postage |

Professional fees '

Regulatory fees o |

Rent | ' |

Travel and entertainment

Total operating expenses
NETINCOME
MEMBER’S EQU’ITY AT BEGINNING OF YEAR
DISTRIBUTIONS T(:) MEMBER

MEMBER’S EQUITY AT END OF THE YEAR

1
t

and notes to the financial statements.

, For the Year Ended December 31, 2006 _

These financial statements should be read only in connection with
the a(;:companying summary of significant accounting policies

$ 259,548

1,728

261,276

317
2,947
140,471
770
905
8,898
4,369-
311
2,198
13,645
1,346
6,592
1,472
10,389
3,023

i 18,302
3.856

——

219811

41,465

203,591

__(60.872)

§“ 184,184
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CASH FLOWS FROM OPERATING ACTIVITIES

PERICULUM ADVISORS, INC.
STATEMENT OF CASH FLOWS |
For the Year Ended December 31, 2006

I
Net income | | 3 41,465
Adjustment to reconcile net income to net cash provided by i !]
operating activities: - i s
Change illl accounts receivable 1 141,728
Change in accounts payable - affiliate 1 (46,426)
. ;I
Net cash provided by operating activities | 136,767
| i
CASH FLOWS FROM FlNANClNG ACTIVITIES I !
Distributions T Co , (60,872)
|
Net cash used in financing activities il (60,872)
: b
. f
NET INCREASE IN CASH AND CASH EQUIVALENTS | 75,895
! !
CASH AND CASH EQUi_VALENTS AT BEGINNING OF YEAR i | 195,080
CASH AND CASH EQUIVALENTS AT END OF YEAR ‘ $ 1 270,975

|
These financial statements should be read only in cdnnection with
the accompanymg summary of significant accountlng policies
and notes to the financial statements ,
I
4 :
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|
PERICULUM ADVISORS, LLC l

i
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES |
December 31, 2006 ! i

: |

Periculum| Advisors, LLC {the “Company”) is a registered sccurities broker/dealer and is a
member of the National Association of Securities Dealers (NASD) The Company has one
location in [ndlanapolls Indiana and serves clients prlmanly n the surroundldlg, region. The
primary business purpose is to provide advisory services relatmg to corporate merger and
acquisition transactions, the private placement of debt and equity financings and'from providing
general corporate adv1sory services. The Company’s fiscal year ends December 3 l.

CASH AND CASH EQUIVALENTS :

E
For purposes of the statement of cash flows any highly liquid debt instruments with an original
matunty of three months or less are constdered to be cash equwalents |
j |
ACCOUNTS RECEI_VABLE ;

Accounts recelvablc are uncollateralized obligations arising pnmanly from consultmg services
and are stated at invoice amount or amount camed and due. No 1r|1terest 1s charged on past due
accounts. ‘The carrymg amount of accounts receivable is reduced by a Valuatlon allowance that
reflects management’s best estimate of amounts that will not be collected Thé allowance for
doubtful a(l‘counts is'based on management’s assessment of the coilectlblllty of spec:lﬁc accounts,
At December 31, 20006, management believes all accounts recelvable are fully collectlble

! |

USE OF ESTIMATES IN THE FINANCIAL STATEMENTS ]
The preparation of financ1al statements in conformity with accountmg principles generally
accepted I'n the United States of America requires managem:ent to make estimates and
assumptlo:lls that affect the reported amounts of assets and llabllltlesI and disclosure of contingent
assets and ;habllltles at the date of the financial statements and the reported amOUI‘ItS of revenues
and expenses durmg the: reportmg period. Actual results could dlffer from those estlmates

l
|

INCOME|RECOGNITION il

Fees from |advisory services relating to corporate merger and acquisition activities and fees for
the private placement of debt and equity financings are generally jcontingent m{‘nature and are
recogmzed at funding of the transactions. Fees for general corporate adv1sory services are
recogmzed at the timeisuch services are rendered.

INCOME:TAXES
The Company is treated as a partnershrp for income tax purposes. | ¢ Therefore, nd provision has

it
been made|for federal or state income taxes in the accompanying ﬁnanmal statements

This information is an integral part of the accompanying ﬁlnancial statements.
|

1
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; PERICULUM ADVISORS, LLC
' NOTES TO FINANCIAL STATEMENTS
‘ December 31, 2006

I
!
| i ! |
NOTE | -INET CAPITAL REQUIREMENTS |

The Company 1S subject to the Securities and Exchange Commission Uniform NFt Capital Rule
(SEC Rult 15¢3- 1). , Under this rule, the Company’ is reqmre:d to .mamtaml ‘net capital”
equlvalentlto $5,000 or 6.67% of “aggregate indebtedness”, whichever is greater,! as these terms

are defined. Asof DeCember 31, 2006, the net capital required was $7,456.

Net capital and aggregate indebtedness change from day-to- day, bLt at December 31, 2006 the
Company had excess net capital of $151,728. Compllance with the net capital rule can have the
effect of re'stnctmg thc payment of cash dividends.
‘ e |
‘NOTE 2 ~ RELATED PARTY TRANSACTIONS ‘

The Company shares[ofﬁce space with its member, Penculum Capital Company, LLC, and
routinely. reimburses its member for expenses paid on behalf of the ‘Company During 2006, the
'Company fccrued $212 703 for expenses allocated to the Company in accordance with the cost
“allocation’ pollcy between the Company and the member for expenses paid on behalf of the
Company during 2005. As of December 31, 2006, $111,791 wag due to the member and is
reflected in accounts payable.

1
!
!

]

I
|
|
|
|
|
!

This mformatlon is an integral part of the accompanymg ﬁ|nan01al statements.
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NET CAPITAL

Total Member’s equity
.Non-allowable assets

S

PERICULUM ADVISORS, LLC

Decembér 31,2006

‘Net capital before haircuts on securities positions
} .

Hatrcuts

on securities

Net capital

AGGREGATE INDEBTEDNESS

}

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

‘Minimum net capital required

Net capital

EXCESS NET

CAPITAL

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

$ 184,184 -
(25,000

159,184

159.184

111,791

=$=*—_=

3 7,456 -
159,184

$ 151,728
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' PERICULUM ADVISORS, LLC [ :
RECONCILIATION OF AUDITED COMPUTATION OF
NET CAPITAL WITH THE CORRESPONDING UNAUDITED COMPUTAT]ON
December 31,2006 - I

NET CAFITAL, as reported in Part II of the Company’s | :
!

(Unaudlttrd) FOCUSlreport $ 190,090

Less allgcated expenses (5,906)
oo

NET CAPITAL PER AUDIT S 184,184
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PER[CULUM ADVISORS LLC

COMPUTATIONS FOR DETERMINATION OF THE RESERVE REQU][REMENTS .
AN D INFORMATION RELATING TO POSSESSION OR CONTROL )
REQUIREMENTS FOR BROKERS AND DEALERS PURSUANT TO RULE 15C3-3

December 31, 20006

_5
r |

The Company docs not effect transactions for’ anyone defined as'a cx'mtomer underRule 15¢3:3

and is exer'npt under paragraph ({(2)(1). Accordmgly, there are no 1tems to report[

1
reqmrements of this rule

10

under the
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Report of Independent Auditors on Internal Control
Structure Required by SEC Rule l7a-5

Board of Directors - : }
Periculum !Advisors, LLC ;
Indianapolis, Indiana :

In plannmg and performmg our audit of the financial statements of Periculum ’Adv:sors LLC
(the Company), as of and for the year ended December 31, 2006, 'in accordancé with auditing
standards generally accepted in the United States of America, we considered the Company’s
internal control over financial reporting (internal control) as a basis for desugmng our auditing
procedurec for the purpose of expressing our opinion on the ﬁnancml statements, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s ll}temal control.
Accordmgly, we do not express an opinion on the effecuveness of the Company’s internal
control.

Also, as required by rule 17a-5(g)(1) of the Securities and Excha!nge Commission (SEC), we

have madle a study of the practices and procedures followed lby the Company including

con51derat10n of contrlol activities for safeguarding securities. This study mcluded tests of such

practices and procedures that we considered relevant to the Ob_]eCllVCS 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)(1 1) and for determining compliance with the exemptlve provrsrons of rule

15¢3-3. Blecause the Company does not carry securities accounts for customers or perform

custodial functions relating to customer sccurities, we did not review lhel practices and

procedures! followed by the Company in any of the following: :
|
1. |Making quarterly securities examinations, counts, veriﬁcations, and cor:inpansons
and recordation of differences required by rule 17a-13

j
2. {Complying with the requirements for prompt payment for securities ugnder Section 8

of Federal Reserve Regulation T of the Board of Goveimors of the Federal Reserve
System

i
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 | I
| i
The management of the Company is responsible for establishing and maintaining 1|nternal control
and the- practlces and procedures referred to in the preceding Iparagraph In fulfilling this
respon51b111ty, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and plrocedures reférred 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 objectwles of internal tontrol 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 agamst loss from
unauthonz:ed use . or disposition and that transactions are executed n accordance with
management's authonzatlon and recorded properly to permit the preparatlon of financial

11



¥

i

statements| in conformity with generally accepted accounting prlinciples Rule] 17a-5(g) lists
additional objectlves of the practices and procedures listed in the preceding paragr'aph
Because of inherent limitations in internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluatlon of them
to future plenods is subject to the nisk that they may become madequate becausé of changes in
conditions or that the effectiveness of their design and operation may deteriorate. ‘i

| i
A control deficiency exists when the desngn or operation of a control does not allow management
or employees, in the norrnal course of performing their assigned functlons to prpvent or detect
misstatements on a timely basis. A significant deficiency is a contrpl deficiency, or combination
of control‘ deficiencies, that adversely affects the entity’s ability to initiate, authorlze record,
process, or report ﬁnanc1al data reliably in accordance with generally accep"ted accounting
principles jsuch that there is more than a remote likelihood that a mrsstatement‘lof the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

. f

t

|
A matenall weakness 15 a significant deficiency, or combination of significant deﬁmenmes that
results in more than a remote likelihood that a material misstatement of the ﬁnancnal statements
will not be prevented or detected by the entity’s internal control. | ‘

Our consrderanon of internal control was for the limited purpose deiscnbed in the first and second
paragraphs and would not necessarily identify ail deficiencies in 1ntemal control that might be

- material weaknesses ‘We did not identify any deficiencies_in Imternal control and control

activities for safeguardmg securities that we consu:ler to be matenal weaknesises as defined
above. J :

We under‘stand 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| fits purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and proce'dures that do not accomplish such objectives in all material respects mdlcate a material
inadequacy for such purposes. Based on this understandmg and on 'Our study, we]belleve that the
Company's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2006, to meet the SEC's objectives. f

This report is 1ntended solely for the information and use of the Member management the SEC,
and other' regulatory agencres that rely on rule 17a-5(g) under the Securities Exchange Act of
1934 in thenr regulation of registered brokers and dealers, and is not intended to be and should
not be used by anyone other than these specified parties. '

Clefrrs Limoloso < 2F

Indianapolis, Indiana
March 29! 2007




