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OATH OR AFFIRMATION

1, PAUL S. DUGGAN , swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

P&A FINANCIAL SECURITIES, INC. , A8
of 3/31 1,20 07 | 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 foliows:

Rhea M. Nagel e

Public, State of NY
Quaiified in Erfe Cour:~ %/"\ —
REQ. # 01NAB052500 V4 Signature

Explration 12/18/20/ O ﬂ,ﬂ;,/%/t/
T Titte
@4 ) Daal_

Notary Public ¢

o

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

{a) Facing Page.

@ (b) Statement of Financial Condition.

X {c) Statement of Income (Loss).

[ {d) Statement of Changes in Financial Condition.

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

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

X {(g) Computation of Net Capital.

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

O (i) Information Relating to the Possession or Control Reguirements 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 Recoaciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
conselidation,

8 (1) An Oath or Affirmation.

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

(X (1) A reportdescribing any material inadequacies found to exist or foundto have existed since the date of the previous audit.

** Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).




P&A FINANCIAL SECURITIES, INC.

Financial Statements and Supplemental Schedule
for the Year Ended March 31, 2007
with
Independent Auditors’ Report and
Supplemental Independent Auditors’
Report on Internal Control
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Filed in accordance with Rule 172-5(e)(3)
as a PUBLIC DOCUMENT
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
P& A Financial Securities, Inc.
Buffalo, New York

We have audited the accompanying statement of financial condition of P&A Financial Securities, Inc. (the
Company) as of March 31, 2007, and the related statements of operations, of changes in stockholder’s
equity, and of cash flows for the year then ended that you are filing pursvant to Rule 17a-5 under the
Securities Exchange Act of 1934. These 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.

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 material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. 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 financial statements referred to above present fairly, in all material respects, the financial
position of P& A Financial Securities, Inc. as of March 31, 2007, 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The Computation of Net Capital Pursuant to Rule 15¢3-1 of the Securities and Exchange
Commission is presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by Rule 17a-5 under the Securities Exchange Act 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.

May 16, 2007



P&A FINANCIAL SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2007

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Investiments
Accounts receivable
Commissions receivable
Income tax refund receivable
Total current assets

DEFERRED TAX ASSET

TOTAL ASSETS
LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES:
Accounts payable
Commissions payable
Accrued expenses
Total current liabilities

STOCKHOLDER'S EQUITY:
Common stock, $1 par value; 20,000 shares authorized,
100 shares issued and outstanding
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Total stockholder's equity

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

See notes to financial statements.

$ 121,988
15,852
12,450
8,155

1,216

159,661
3,007

$ 162,668

I 9375
5,801

108,306

123,482

100
9,900
32,378

(3,192)

39,186

$ 162,668




P&A FINANCIAL SECURITIES, INC.

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED MARCH 31, 2007

REVENUES:
Commaission revenue

OPERATING EXPENSES:
Commission expense
General and administrative

LOSS FROM OPERATIONS

OTHER:
Investment income

LOSS BEFORE PROVISION FOR INCOME TAXES
PROVISION FOR INCOME TAXES

NET LOSS

See notes to financial statements.

§ 1,499,439

479,878
1,022,051

1,507,929

(2,490)

97

(2,393)

(1,225)

$ (3,618)
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P&A FINANCIAL SECURITIES, INC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MARCH 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash provided by
operating activities:
Deferred taxes
Changes in assets and liabilities affecting operating cash flows:
Decrease in accounts receivable
Decrease in commissions receivable
Decrease in income tax refund receivable
Decrease in accounts payable
Decrease in commissions payable
Increase in accrued expenses
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments

NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS:
Beginning of year

End of year

SUPPLEMENTAL CASH FLOW INFORMATION:
Income tax refund received

See notes to financial statements.

$

(3,618)

1,125

6,276

1,160

396
(20,904)
(15,973)

105,952

74,414

(19,934)

54,480

67,508

121,988

396



P&A FINANCIAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2607

i. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations — P&A Financial Securities, Inc. (the Company) is a broker-dealer registered with
the Securities and Exchange Commission (SEC) and is a member of the National Association of
Securities Dealers, Inc. (NASD) and the Securities Investor Protection Corporation (SIPC). The
Company was incorporated on July 23, 1997 and is engaged in a single line of business as a securities
broker-dealer, primarily brokering agency transactions for mutual fund and annuity investments on behalf
of its customers.

Cash and Cash Equivalents — Cash equivalents consist of money market accounts. The Company
maintains its cash and cash equivalents in bank deposit and money market accounts which, at times, may
exceed federally insured limits. The bank balance of funds invested in money market accounts, which
are not FDIC insured, totaled $377 at March 31, 2007. Management believes that the Company is not
exposed to any significant credit risk with regard to cash and cash equivalents.

Marketable Securities — Marketable securities consist of equity securities and are classified as available-
for-sale for financial statement reporting purposes. Accordingly, they are recorded at fair market value
with related unrealized gains and losses included as a component of accumulated comprehensive income
(loss), net of taxes.

Commissions and Commissions Receivable — Commissions are recorded on a trade-date basis as
securities transactions occur. Commissions receivable are stated at the amount the Company expects to
collect from balances outstanding at year-end. Based on the Company’s assessment of the credit history
with customers having outstanding balances and current relationships with them, it has concluded that
realization of losses on balances outstanding at year-end will be immaterial.

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 estimates and
assumptions that affect certain reported amounts and disclosures. Actual results could differ from those
estimates.

2. NET CAPITAL REQUIREMENT

The Company must comply with the Uniform Net Capital Rule under the Securities Exchange Act of
1934 which provides that aggregate indebtedness, as defined, may not exceed 15 times net capital
(generally, Company capital less reductions for assets not readily convertible into cash at full value).
There are restrictions on a broker-dealer’s operations if aggregate indebtedness exceeds 10 times net
capital.

At March 31, 2007, the Company’s net capital and required net capital (as defined) were $30,628 and
$8,232, respectively, The ratio of aggregate indebtedness to net capital was approximately 4.03 to 1.




RESERVE REQUIREMENT

Rule 15¢3-3 (the Rule) under the Securities Exchange Act of 1934 provides a formula for the
maintenance by broker-dealers of reserves in connection with customer related transactions and standards
for broker-dealers regarding the physical possession or control of fully-paid and excess margin securities.
There are allowable exemptions to the Rule provided that certain conditions are met. Due to the nature
of the Company’s business (See Note 1), these conditions are satisfied and the Company claims an
exemption under subparagraph (k)(2)}(A) of the Rule.

INVESTMENTS

Investments consisted of the following at March 31, 2007:

Fair
Cost Value
Marketable equity securities h 19934 § 15,852

A summary of investment income included in the accompanying statement of operations for the year
ended March 31, 2007 is as follows:

Interest earned and dividend income §g 97

RELATED PARTY TRANSACTIONS

The Company has an agreement with an affiliate which requires the Company to pay the affiliate a
percentage of gross income received as reimbursement for certain general and administrative services,
supplies and expenses. Related expense for the year ended March 31, 2007 was $65,069.

At March 31, 2007, accounts receivable of $1,950 represents amounts due from an affiliate for fees
received by the affiliate that are due to the Company. Management has determined that this amount is
fully collectible.

INCOME TAXES

The provision for income taxes consisted of the following for the year ended March 31, 2007:

Current expense:

Federal 5 -
State 100
100
Deferred expense:

Federal 774
State 351
1,125

Total $ 1,225




INCOME TAXES (continued)

The actual provision for income taxes reflects the U.S. federal and state corporate tax rates applied to
taxable income, which includes the effects of non-deductible expenses for tax purposes.

Deferred tax assets arise from net operating loss carryforwards. At March 31, 2007, the Company has
federal and state net operating loss carryforwards of approximately $10,000 each, which are available to
offset future taxable income. These carryforwards expire in varying amounts through 2025,



P&A FINANCIAL SECURITIES, INC.

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION
MARCH 31, 2007

NET CAPITAL:
Total stockholder's equity
Deductions:
Income tax refund receivable
Deferred tax asset
Accounts receivable, related party

Net capital before haircuts on securities positions
(tentative net capital)

Haircuts on securities

Net capital

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:

Net capital requirement (the greater of 6 2/3% of aggregate
indebtedness or $5,000)

EXCESS NET CAPITAL

AGGREGATE INDEBTEDNESS:
Accounts payable
Commissions payable

Accrued expenses
TOTAL AGGREGATE INDEBTEDNESS

RATIO: AGGREGATE INDEBTEDNESS TO NET CAPITAL

$ 39,186

(1,216)
(3,007)

(1,950)

(6,173)
33,013

2,385

$ 30,628

$ 8,232

by 22,396

$ 9,375
5,801
108,306

S 123481

4.03t0 1




INDEPENDENT AUDITORS’ REPORT ON
INTERNAL CONTROL REQUIRED BY SECURITIES
AND EXCHANGE COMMISSION RULE 17a-5

To the Board of Directors of
P& A Financial Securities, Inc.
Buffalo, New York

In planning and performing our audit of the financial statements and supplemental schedule of P&A Financial
Securities, Inc. (the Company) for the year ended March 31, 2007, we considered its internal control, including
control activities for safeguarding securities, in order to determine 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 the practices and procedures followed by the Company including 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 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, verifications, 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.

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
practices and procedures referred 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 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 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 accordance with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

10



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 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 effectiveness of their
design and operation may deteriorate.

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 internal control
components does not reduce to a relatively 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 internal control, 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 objectives 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 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 March 31, 2007, to
meet the SEC’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, is not intended to be and should not be used by anyone other than these specified parties.

" Tinin Bloms T Kl LLE

May 16,2007

11



