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OATH OR AFFIRMATION

swear (or affirm) that, to the best of my knowledge and belief the accompanying financial
ing schedules pertaining to the firm of Peninsular Securities Company, as of M 31,2009,
are true and correct. | further swear (or affivm) 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

M?T}z‘?‘v«’jﬂ ,yf;jz» f'(f:il o V“)”\//\M"W} 32%

)

Signature

(s} Fuwing page.

(b} Statement of Financial Condition,

(e} Statement of Income (Lossy and Retained Enrmings,

{d} Statement of Cash Flows,

{e} Statement of Sharcholders’ Equity.

() Statement of Changes in Liabilities Subordingted to Claims of Creditors.

(g)  Computation of Net Capital.

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

{1} nformation Relating to the Possesston or Contral Requirernents Under Rule 15033,

(4} 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,

[ } (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to
methods of consolidation,

An Cath or Affirmation.
A copy of the SIPC Supplemental Report,

A report describing any material inadequacies found to exist or found to have existed since the date of the

provious audit.

f‘{ 1 (o) Independent Auditors' Report on Internal Accounting Control,

w For conditions of confidential treatment of certain portions of this filing, see Section 240.17a-

S(e)(3)
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INDEPENDENT AUDITORS' REPORT
May 15, 2009

Board of Directors
Peninsular Securitics Company
Grand Rapids, Michigan

We have audited the accompanying statement of financial condition of Peninsular Securities Company as
of March 31, 2009, and the reclated statements of operations and retained eamings, and cash flows for the
year then cended, that you are filing pursuant to rule 17a-5 under the Sccuritics 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, cvidence 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 rcasonable

basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Peninsular Securities Company as of March 31, 2009, 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 statcments taken as a
whole. The information contained in Schedule I 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 Sccurities 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.

Aelwsanprter
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PENINSULAR SECURITIES COMPANY
STATEMENT OF FINANCIAL CONDITION

MARCH 31, 2009

ASSETS
Cash and cash cquivalents
Recceivables from clearing organization
Mcmbership in exchange, at cost (fair valuc of $30,000)
Equipment at cost, less accumulated depreciation of $36,232
Cash surrender valuc of life insurance
Dcposits with clearing organization
Other asscts

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Accounts payable and accrued liabilitics

Commitments (Note C)

Shareholders' equity
Common stock - authorized 50,000 shares of $1 par
value; issued and outstanding 30,000 shares
Additional contributed capital
Retained carnings

Total sharcholders' equity

Total liabilitics and shareholders' equity

The accompanying notes are an integral part of thesc financial statements.

2-

$ 168,808
50,091
5,252
4,127
26,759
25,000
6,606

$ 286,643

5 32187

30,000
90,346
134,110

254,456

S 28663



PENINSULAR SECURITIES COMPANY
STATEMENT OF OPERATIONS AND RETAINED EARNINGS

YEAR ENDED MARCH 31, 2009

Revenues
Commissions
Interest
Other

Total revenues

Expenses
Employce compensation and benefits
Clearing and floor brokerage
Communications
Occupancy and equipment rental
Interest
Taxes, other than income taxes
Other operating expenses

Total expenses

Loss before income taxes benefit
Income taxes benefit

Net loss

Retained carnings, April 1, 2008

Retained earnings, March 31, 2009

'The accompanying notes arc an integral part of these financial statements.

3-

§ 809,564
400

96,371

906,335

565,418
160,670
24,823
55,596
282
40,699
81,343
928,831
(22,496)

1,889

(20,607)

154,717

S 134110



PENINSULAR SECURITIES COMPANY
STATEMENT OF CASH FLLOWS

YEAR ENDED MARCH 31, 2009

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities

Depreciation
Cash surrender value of life insurance
Changes in operating assets and liabilitics which provided (used) cash
Reccivable from clearing organization
Other assets
Accounts payable and accrued liabilities
Net cash used in operating activities

Cash used in investing activities
Purchases of equipment

Net decrease in cash and cash equivalents

Cash and cash equivalents, April 1, 2008

Cash and cash equivalents, March 31, 2009

Supplemental cash flows information
Interest paid

Income taxcs refunded

The accompanying notes are an intcgral part of these financial statcments.

4-

$ (20,607)

2,000
6,329

(3,887)
(2,215)
4,661

(13,719)

(1,733)
(15,452)
184,260

_S 168,808

s o

1,889



PENINSULAR SECURITIES COMPANY

NOTES TO FINANCIAL STATEMENTS

A. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business and Concentration Risk

The principal business activity of Peninsular Securities Company (thc “Company™) is a sccuritics
broker/dealer, primarily in West Michigan. The Company is registered with the Sccuritics and Exchange
Commission, the State of Michigan and several other states and is a member of the Financial Industry
Regulatory Authority, the Sccuritics Investor Protection Corporation and the Chicago Stock Exchange.

The Company introduces transactions and accounts on a fully disclosed basis. Bccausc the Company
docs not carry sccuritics accounts for customers or perform custodial functions relating to customer
sccuritics, it operates under certain exemptive regulatory provisions.

‘The Company maintains cash deposits in onc financial institution. Deposits up to $250,000 arc insured
by the Federal Deposit Insurance Corporation.

Securities Transactions

Securities transactions are recorded on a settlement date (which approximates trade date) basis, generally
the third business day following the transaction date for financial reporting purposcs, and on a transaction
datc basis for income tax purposes.

Cash and Cash Equivalents

Cash and cash equivalents consist of demand deposits in banks, money market funds and cash on hand.

Receivables

Reccivables are stated at the amount management expects to collect from outstanding balances.
Management has evaluated the collectability of these rcceivables and considers all receivables collectible
and considers no allowance for doubtful accounts to be necessary.

Equipment and Depreciation

Equipment is recorded at cost. Major improvements and rencwals are capitalized while ordinary
maintenance and repairs arc expensed. Depreciation is computed using the straight-line method over the
estimated useful lives of the related assets, which is 5 years. Management annually reviews thesc assets
to determine whether carrying values have been impaired.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requircs management to make cstimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent asscts and liabilitics at the date of the financial statements and
the reported amounts of income and expensces during the reporting year. Actual results could differ from
those estimates.



B.

PENINSULAR SECURITIES COMPANY

NOTES TO FINANCIAL STATEMENTS

NET CAPITAL REQUIREMENT

The Company is subject to the Sccurities and Exchange Commission Uniform Net Capital Rule (SEC rule
15¢3-1), which requires thc maintenance of minimum net capital and requires that the ratio of aggregate
indcbtedness to net capital, both as defined, shall not exceed 15 to 1. At March 31, 2009, the Company
had net capital of $234,471, which was $184,471 in excess of its required net capital of $50,000. The
Company’s net capital ratio was .14:1.

COMMITMENTS

Stock Repurchase Agreement

The Company and its sharcholders arc party to a stock repurchase agreement whereby upon the death of a
sharcholder, all Company stock held by the deccased sharcholder must be repurchased by the Company.
In the cvent of termination of employment, the sharcholder has the right to requirc the Company to
purchasc the stock within two years after termination of employment. The price of shares acquired shall
be the adjusted book value as defined in the agreement. The Company has obtained insurance on the
lives of the sharcholders in amounts approximating the purchase price in order to fund any obligation
arising pursuant to this agrccment.

Lease Commitments

The Company conducts substantially all of its business from leased office facilities. The leases, which are
classificd for accounting purposes as operating leascs, provide for payment of normal operating and
maintenance expenses by the Company and expire in March 2010. Total rent expense for the ycar ended
March 31, 2009 was $53,136. Minimum futurc rentals under noncancelable leases for the yecar ended
March 31, 2010 are $13,289.

LINE OF CREDIT

The Company has a $250,000 unsecured line of credit with a bank. The line provides for intcrest on
borrowings at 0.25% over prime (cffective rate of 3.50% at March 31, 2009) and is duc on demand.
There were no outstanding borrowings on the line as of March 31, 2009.

. INCOME TAXES

In September 2007, the State of Michigan signed into law the Michigan Business Tax Act (“MBTA”),
replacing the Michigan single business tax with a business income tax and modified gross receipts tax.
This new tax took cffect January 1, 2008 and, because MBTA is based or derived from income-based
measures, the provisions of SFAS No. 109, Accounting for Income Taxes, apply as of the cnactment date.
This tax is not material to the Company’s financial statements and is included in other operating
expensces.

The income tax benefit consists entirely of current income tax benefits.



PENINSULAR SECURITIES COMPANY

NOTES TO FINANCIAL STATEMENTS

F. PENSION PLAN

The Company maintains a deferred compensation plan qualified under Section 401(k) of the Internal
Revenue Code. Under this plan, substantially all employees are permitted to contribute up to the limit sct
by the Internal Revenue Code into the retirement plan.  Company contributions to the plan are
discretionary. The Company elected not to contribute to the plan for the year ended March 31, 2009.

* %k ¥k * &
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PENINSULAR SECURITIES COMPANY

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

AS OF MARCH 31, 2009

Net capital
Total sharcholders' equity

Deductions and/or charges
Non-allowable asscts
Exchange membership
Equipment
Other asscets
Excess fidelity bond coverage deductible

Net Capital

5,252
4,127
6,606
4,000

$ 254,456

19,985

S 234471



PENINSULAR SECURITIES COMPANY

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION (Continued)

AS OF MARCH 31, 2009

Aggregate Indebtedness
Items included in statement of financial condition:

Accounts payable and accrucd liabilitics $ 32,187
Total aggregate indebtedness $ 32,187

Computation of Basic Net Capital Requirement

Minimum net capital required (6 2/3% of aggregatc indebtedness) $ 2,146
Minimum dollar net capital requircment $ 50,000
Net capital requircment $ 50,000
Excess net capital $ 184,471
Eixcess net capital at 1000% $ 231,252
Ratio: Aggregate indebtedness to net capital .14:1

There was no material difference between the audited and unaudited computation of net capital.

9.



INDEPENDENT AUDITORS’ REPORT ON
INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5
FOR A BROKER-DEALER CLAIMING AN
EXEMPTION FROM RULE 15¢3-3



MRehmann
E 2330 East Paris Ave., SE
‘ Grand Rapids, MI 49546
Ph: 616.975.4100
Fx: 616.975.4400

www.rehmann.com

INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING
CONTROL REQUIRED BY SEC RULE 17a-5
FOR A BROKER-DEALER CLAIMING AN EXEMPTION FROM RULE 15¢3-3

May 15, 2009

Board of Directors
Peninsular Securities Company
Grand Rapids, Michigan

In planning and performing our audit of the financial statements and supplemental schedule of Peninsular
Securities Company (the "Company") as of and for the year ended March 31, 2009, in accordance 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 designing our auditing procedures for the
purpose of expressing an opinion on the financial statements but not for the purpose of expressing an opinion
on the effectiveness of the Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s 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 consideration of control activities
for safeguarding securities. This study included 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 debits) 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

-10-
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING
CONTROL REQUIRED BY SEC RULE 17a-5 (CONTINUED)

unauthorized usc or disposition and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in conformity with
generally accepted accounting 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 of any cvaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or that the effectivencss of their
design and operation may deteriorate.

A control deficiency exists when the design or opcration of a control does not allow managcment or
cmployees, in the normal course of performing their assigned functions, to prevent or detect misstatements on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood that
a misstatement of the entity’s financial statcments that is more than inconscquential will not be prevented or
detected by the entity’s internal control.

A material weakness is significant deficiency, or combination of significant deficicncies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity’s internal control.

Our consideration of the internal control was for the limited purpose described in the first and sccond
paragraphs and would not necessarily identify all deficicncies on internal control that might be a material
weakness. We did not identify any deficiencies in internal control and control activitics for safeguarding
securitics that we consider to be material weaknesses, as defined above.

We understand that practices and procedurcs that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adcquate for its purposes in accordance with the
Securitics and 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
adcquate at March 31, 2009, to mect the SEC's objectives.

This report is intended solely for the information and use of management, the Board of Directors, the SEC,
the Financial Industry Regulatory Authority and other rcgulatory agencies that rely on rule 17a-5(g) under the

Sccurities 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 specificd partics.

e
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