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OATH OR AFFIRMATION

Bryan McNamara swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the finn of

PERMAC Securities Inc as

of December 31 20 08 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 customer except as follows

V.- OF PENNSYLVANIA

NOTARIAL SEAL

FITZPATRICK Notary Public

City of PhiladeIphia Phila County

ct9D Title

Notary Public

This report contains check all applicable boxes

EI Facing page
EEl Statement of Financial Condition

EEl Statement of Income Loss
EEl Statement of Cash Flows

EEl Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

El Statement of Changes in Liabilities Subordinated to Claims of Creditors

EEl Computation of Net Capital

El Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

LI Information Relating to the Possession or control Requirements Under Rule 15c3-3

El Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

LI Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

EEl An Oath or Affirmation

Copy of the SIPC Supplemental Report

El report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Forconditions of confidential treatment of certain portions ofthisfihing see section 240.1 7a-5e3
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INDEPENDENT AUDITORS REPORT

To the Stockhoders

PERMAC Securifles nc

We have audited the statement of financial conaition of PERMAC Securities Inc an Coiporation as of December

31 2008 and the related statements of operations changes in stockholders equity and cash flows for the year then

ended that you are filing pursuant to rule 7a5 under the Securities Exchange Act of 1934 These financial

statements are the responsibility of the Companys 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 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 reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial position

of PERMAC Securities Inc as of December 31 2008 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 whole

The information contained in Schedule is presented for purposes of additional analysis and is not 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 whole

PhUadephia Pennsylvania

March 30 2009



PERMAC SECURITIES INC

STA TEMENT OF FINANCIAL CONDITION

December 31 2008

ASSETS

Cash 35990

Deposits with clearing organizations 50000
Receivable from brokers or dealers 36003
Other assets 3.450

Total assets 125.443

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILITIES

Accounts payable and accrued expenses 73514

STOCKHOLDERS EQUITY

Capital stock $20 par value 500 shares authorized

500 shares issued and outstanding 10000
Additional paid-in capital 102000
Accumulated deficit 60071

Total stockholders equity 51.929

Total liabilities and stockholders equity $1 25.443

See accompanying notes
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PERMAC SECURITIES INC

STATEMENT OF OPERATIONS

Year ended December 31 2008

REVENUE
Commissions 132.422

EXPENSES

Employee compensation and benefits 84436
Communications and data processing 11503

Occupancy 2140
Professional fees 35147

Clearing costs 29213
Other 29993

Total expenses 192.432

NET LOSS 60.01

See accompanying notes
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PERMAC SECURITIES INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

Year ended December 31 2008

Additional

Common Paid-In Accumulated

Stock Capital Deficit Total

BALANCE January 2008 $10000 61 9939

Capital contributions 102000 102000

Net loss 60010 60010

BALANCE December 31 2008 0.000 102.000 60.071 51.929

See accompanying notes
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PERMAC SECURITIES INC

STATEMENT OF CASH FLOWS

Year ended December 31 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss $60O10

Adjustments to reconcile net loss to net cash

provided by used for operating activities

Increase decrease in

Deposit with clearing organizations 50000
Receivable from brokers or dealers 36003
Other assets 3450

Increase decrease in

Accounts payable and accrued expenses 73.514

Net cash used for operating activities 75949

CASH FLOWS FROM FINANCING ACTIVITIES

Capital contributions 102000

Net increase in cash 26051

CASH
Beginning of year 9939

End of year 35.990

See accompanying notes
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PERMAC SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

December 31 2008

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

PERMAC Securities Inc the Company was incorporated on April 12 2007 pursuant to the Laws of the

Commonwealth of Pennsylvania to engage in the general business of broker or dealer in securities and

commenced operations on September 2008 The Company provides execution services in NASDAQ
listed and ETF securities for institutional investors

The Companywas organized to operate under the provisions of Paragraph k2ii of Rule 5c3-3 of the

Securities and Exchange Commission and accordingly is exempt from the remaining provisions of that rule

Essentially the requirements of Paragraph k2ii provide that the Company clear all transactions on behalf

of customers on fully disclosed basis with clearing broker/dealer and promptly transmit all customer

funds and securities to the clearing broker/dealer The clearing broker/dealer carries all of the accounts of

the customers and maintains and preserves all related books and records as are customarily kept by the

clearing broker/dealer See Note

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 the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the

financial statements and the reported amounts of revenues and expenses during the reporting period

Actual results could differ from those estimates

Revenue Recognition

Security transactions and the related commission revenues and expenses are recorded on settlement date

basis generally the third business day following the transaction date Commission income recorded on

trade date basis would not be materially different

Income Taxes

The Company with the consent of its stockholders has elected to be taxed as an Corporation for both

federal and state income tax purposes In lieu of corporation income taxes the stockholders of an

Corporation are taxed on their proportionate share of the Companys taxable income Therefore no

provision or liability for income taxes has been included in the accompanying financial statements

In June 2006 the Financial Accounting Standards Board issued Interpretation No 48 Accounting for

Uncertainty in Income Taxes an interpretation of FASB Statement No 109 FIN 48 to create single

model to address accounting for uncertainty in tax positions FIN 48 clarifies the accounting for income

taxes by prescribing minimum recognition threshold tax position is required to meet before being

recognized in the financial statements FIN 48 also provides guidance on derecognition measurement

classification interest and penalties disclosure and transition FIN 48 was effective for fiscal years

beginning after December 15 2006 but the effective date has been deferred to fiscal years beginning after

December 15 2008 for certain nonpublic enterprises by FASB Statement of Position No FIN 48-3 Effective

Date of FASB Interpretation No 48 for Certain Nonpublic Enterprises FSP FIN 48-3

The Company has elected to defer the adoption of FIN 48 and will continue to account for uncertain tax

positions using the guidance in FASB Statement No Accounting for Contingencies until FIN 48 is

adopted The cumulative effect of adopting FIN 48 will be recorded as an adjustment of retained earnings on

January 2009 The Companydoes not expect that the adoption of FIN 48 will have significant impact
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PERMAC SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

December 31 2008

COMMITMENTS AND CONTINGENCIES

The Company leases its office space from its clearing broker on month-to-month basis Payments under this

lease are $535 per month and rent expense for 2008 was $2140

RELATED PARTY TRANSACTIONS

One of the shareholders of the Company owns company that provides the Company with brokerage services

The fees for these brokerage services were immaterial to the financial statements for 2008

REGULATORY REQUIREMENTS

Pursuant to the net capital provisions of rule 5c3-1 under the Securities Exchange Act of 1934 the Company is

required to maintain minimum net capital as defined equal to the greater of $250000 or l/8 of aggregate

indebtedness Net capital and the related net capital ratio may fluctuate on daily basis At December 31

2008 the Company had net capital of $38479 which was $21 1521 deficient of its required net capital of

$250000

During February 2009 the Company underwent an examination by the Financial Industry Regulator Authority

FINRA during which FINRA determined that due to one of the Companys customer agreements it was

deemed to be carrying customer accounts since it had indebtedness to this customer The Company was

operating under the belief that it was not holding customer accounts and therefore had net capital requirement

of 2/3% of aggregate indebtedness or $5000 whichever was greater Immediately following FINRAs

determination the Company terminated the aforementioned customer agreement and paid the customer all

amounts owed to it which was $40781 at December 31 2008 As result of this action the Companys net

capital requirement was reduced to 2/3% of aggregate indebtedness or $5000 whichever was greater

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET CREDIT RISK

As discussed in Note the Companys customers securities transactions are introduced on fully disclosed

basis with its clearing broker/dealer The clearing broker/dealer and other custodians carry
all of the accounts

of the customers of the Company and are responsible for custody collection of and payment of funds and

receipt and delivery of securities relative to customer transactions Off-balance-sheet risk exists with respect to

these transactions due to the possibility that customers may be unable to fulfill their contractual commitments

wherein the clearing broker/dealer may charge any losses it incurs to the Company The Company seeks to

minimize this risk through procedures designed to monitor the credit worthiness of its customers and to ensure

that customer transactions are processed properly by the clearing broker/dealer

In addition the Company maintains cash account with the clearing broker/dealer As result the Company is

exposed to credit risk in the event of insolvency or other failure of the clearing broker/dealer to meet its

obligations The Company manages this risk by dealing with major financial institution and monitoring its

credit worthiness
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PERMAC SECURITIES INC

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL PURSUANT TO RULE 15c3-

December 31 2008 Schedule

Total stockholders equity from statement of financial condition $51929

Less Non-allowable assets

Termination clause in clearing agreement 10000
Other assets 3450

Net capital before haircuts on securities 38479

Haircut on securities

Net capital $38.479

Total aggregate indebtedness $73.514

Computation of basic net capital requirement

Minimum net capital required greater of $250000 or 118th

of aggregate indebtedness $250.000

Net capital in deficit of minimum requirement $21 1.521

Percentage of aggregate indebtedness to net capital 191.05%

Note There were no material differences between the above computation and that included in the Companys
corresponding amended unaudited Form X-17A-5 Part IIA Filing
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PERMAC SECURITIES INC

OTHER INFORMATION

December 31 2008

Computation for determination of reserve requirements under Rule 15c3-3

The Company operates under the exemptive provision of paragraph k2ii of SEC Rule 5c3-3 All customer

transactions clear through other broker/dealers on fully disclosed basis The name of the clearing firm is

Newedge USA LLC

Information relating to the possession or control requirements under SEC Rule 15c3-3

The Company has complied with the exemptive requirements of SEC Rule 15c3-3 and did not maintain

possession or control of any customer funds or securities as of December 31 2008
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REPORT OF INDEPENDENT CERTFIED PUBUC ACCOUNTANTS
ON NTERNAL CONTROL REQURED BY SEC RULE 17a5

To the StockhoJders of

PERMAC Securifles Inc

In planning and performing our audit of the fmancial statements of PERMAC Securities Inc the Company as of

and for the year ended December 31 2008 in accordance with auditing standards generally accepted in the United

States of America we considered the Companys internal control over financial reporting internal control as basis

for designing our auditing procedures for the purpose of expressing our opinion on the financial statements but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control Accordingly we do

not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a5g1 of the Securities and Exchange Commission we have made 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 7a5g in making the periodic computations of aggregate

debits and net capital under Rule 17a3a11 and the reserve required by Rule 15c3-33 in making the

quarterly securities examinations counts verifications and comparisons and the recordation of differences required

by Rule 17a13 in complying with the requirements for prompt payment for securities under Section of

Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining its 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 internal control 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 above mentioned objectives of the Securities and Exchange
Commission 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

managements authorization and recorded properly to permit the preparation of financial statements in conformity

with accounting principles generally accepted in the United States of America Rule 17a 5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above errors and

fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to the risk

that controls may become inadequate because of changes in conditions or that the effectiveness of their design may
deteriorate

control deficiency exists when the design or operation of control does not allow management or employees in

the normal course of performing their assigned functions to prevent or detect misstatements on timely basis

significant deficiency is control deficiency or combination of control deficiencies that adversely affects the entitys

ability to initiate authorize record process or report financial data reliably in accordance with accounting principles

generally accepted in the United States of America such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not be prevented or detected

by the entitys internal control



material weakness is significant deficiency or combination of significant deficiencies that results in more than

remote likelihood that material misstatement of the financial statements will not be prevented or detected by the

entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

would not necessarily identify all deficiencies in internal control that might be material weaknesses We did not

identify any deficiencies in the Companys internal control and 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 material inadequacyfor such purposes Based on this understanding and on our study

we believe that the Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2008 to meet the SECs objectives

This report is intended solely for the information and use of management the SEC and other regulatory agencies

that rely on Rule 17a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and

dealers and is not intended to be and should not be used by anyone other than these specified parties

L2ª /5
Philadelphia Pennsylvania

March 30 2009
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