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GOODRICH BARON GOODYEAR LLP

Certified Public Accountants

INDEPENDENT AUDITORS REPORT

The Board of Directors

PMB Securities Corporation

Newport Beach California

We have audited the accompanying statement of financial condition of PMB Securities

Corporation as of December 31 2008 and the related statements of income loss changes in

stockholders equity and cash flows for the year then ended that you are filing pursuant to Rule 7a-

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 PMB Securities Corporation 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 on Pages 10 thru 12 is presented for the

purpose of additional analysis and is not required part of the basic financial statements but is

supplementary information required by Rule l7a-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 relationto the basic financial

statements taken as whole



The accompanying financial statements have been prepared assuming that the

Company will continue as going concern As disclosed in Note the Company has incurred

losses in the last several years has negative cash flow from operating activities of approximately

$199804 for the year ended December 31 2008 and an accumulated deficit of approximately

$1879142 million as of December 31 2008 These factors among others raise substantial doubt
about the Companys ability to continue as going concern The financial statements do not include

any adjustments relating to the recoverability and classification of recorded assets on amounts and
classification of liabilities that might be necessary in the event the Company cannot continue in

existence Managements plans in regard to these matters are described in Note

Long Beach California

February 18 2009

-2-



PMB SECURITIES CORPORATION
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

ASSETS

Cash 17398
Deposits Clearing firm 50000
Commissions receivable 8786
Prepaid expenses 7568
Property and equipment net of accumulated

depreciation of $92405
Other assets 6676

Total assets 91428

LIABILITIES AND STOCKHOLDERS EOUITY

Accounts payable and accrued expenses 15570

Total liabilities 15570

Commitments

Stockholders equity

Common stock without par value authorized

100000 shares issued and outstanding

2500 shares 1954000
Retained earnings accumulated deficit 1879142

Total stockholders equity 74858

Total liabilities and stockholders equity 91 428

The accompanying notes are an integral part of these financial statements
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PMB SECURITIES CORPORATION
STATEMENT OF INCOME LOSS

YEAR ENDED DECEMBER 31 2008

Revenues

Commissions and other income

on securities transactions 203162
Interest income 6068

Total revenues 209230

Expenses

Commissions 140760
Employee compensation and benefits 123552
Rent 46200
Professional fees 54746
General and administrative 82828

Total expenses 448086

Loss before income taxes 238856

Income taxes 800

Net loss 23$5A

The accompanying notes are an integral part of these financial statements
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PMB SECURITIES CORPORATION
STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

YEAR ENDED DECEMBER 31 2008

Common Retained

Stock Earnings Total

Balance at December 31 2007 1737000 1639486 97514

Capital contribution 217000 217000

Net loss for the year ended

December 31 2008 239656 239656

Balance at December 31 2008 Q4 000 R79 142 74 P5R

The accompanying notes are an integral part of these financial statements
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PMB SECURITIES CORPORATION
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2008

Cash flows from operating activities

Net loss 239656
Adjustments to reconcile net loss to net cash

provided by operating activities

Depreciation and amortization 3068
Decrease in receivables commissions 27340
Increase in prepaid expenses 1132
Decrease in other assets 35828
Decrease in accounts payable

and accrued expenses 25.252

Total adjustments 39852

Net cash flows used for operating activities 199804

Cash flows from investing activities

Cash flows from financing activities

Stockholder contributions 217000

Net cash flows provided by financing activities 217000

Net increase in cash 17196

Cash beginning of year 202

Cash end of year 17QR

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the year for income taxes AOl

Cash paid during the year for interest expense

The accompanying notes are an integral part of these financial statements
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PMB SECURITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

The Company is registered broker-dealer incorporated under the laws of the State of

California maintaining its only office in Newport Beach California and is subject to minimum
net capital requirement of $50000 under SEC Rule 5c3-1 The Company operates pursuant

to the k2ii exemptive provision of SEC Rule 5c3-3 and does not hold customer funds or

securities The Company acts as an introducing broker/dealer and clears all transactions with

and for all customers on fully disclosed basis with clearing broker/dealer The Company
does not require collateral for its receivables and is subject to the risks inherent in the

economy

Method of Accounting

The Company maintains its books and records on the accrual basis

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting

principles requires the use of managements estimates Actual results could vary from the

estimates and such variance could be material

Revenue Recognition/Security Transactions

Commissions on securities transactions and related clearing expenses are recorded on

trade-date basis as securities transactions occur Interest income is recognized on money
market accounts as earned Referral fee income arising from investment advisory services is

recognized as the services are performed pursuant to customer arrangements

Property and Equipment

The Company depreciates its assets over their useful lives of three to seven years using the

straight-line depreciation method Major renewals and improvements are capitalized while

repairs and maintenance which do not significantly improve or extend the useful life are

expenses when incurred

Income Taxes

The Company has elected S-corporation status As an S-corporation the taxable income or

loss of the Company is passed through to the stockholder and reported on his person tax

returns
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PMB SECURITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Concentration of Credit Risk

The Company currently maintains substantially all of its operating cash with major financial

institution From time to time cash balances may be in excess of the amounts insured by the

Federal Deposit Insurance Corporation which is limited to $250000 currently

Cash Equivalents

For purposes of the statement of cash flows the Company considers all highly liquid debt

instruments purchased with maturity of three months or less to be cash equivalents The

Company had no material cash equivalents at December 31 2008

Fair Value of Financial Instruments

Management believes that the carrying amounts of the Companys financial instruments

consisting primarily of cash deposits and accounts payable and accrued liabilities

approximated their fair values at December 31 2008

OTHER ASSETS SECURITIES

At December 31 2008 included in other assets was an investment in one marketable equity

security with market value of $4600

PROPERTY AND EQUIPMENT

Property and equipment consists of the following

Computer equipment and software 41111
Furniture and equipment 48924

92405
Less accumulated depreciation 92405

Net property and equipment

Depreciation expense totaled $3068 for the year
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PMB SECURITIES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2008

RENTAL OF FACILITIES

The Company occupies facilities under month-to-month agreement with monthly rental

payments of $3850

CONCENTRATION OF CREDIT RISK

The Companys customer base is located primarily in California Financial instruments that

potentially subject the Company to credit risk are trade receivables and investments The

Company uses an established clearing broker-dealer to clear all transactions for its primary

receivables and requires no collateral The Companys investments which consist primarily of

marketable securities are continually reviewed for changing market value and the carrying

value is adjusted should it fall materially below cost

NET CAPITAL

The Company is subject to $50000 minimum capital requirement under SEC Rule 15c3-1

which requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to

Net capital and the related net capital ratio fluctuate on daily basis however as of December

31 2008 net capital was $64724 which exceeded the required minimum capital by $14724
The aggregate indebtedness to net capital ratio was .24 to

GOING CONCERN

The accompanying financial statements have been prepared assuming the Company will

continue as going concern which contemplates among other things the realization of

assets and satisfaction of liabilities in the normal course of business For the year ended

December 31 2008 the Company had negative cash flows from operating activities of

approximately $199804 The Company had an accumulated deficit of approximately

$1879142 as of December 31 2008 In addition the Company historically has losses from

operations and lack of profitable operational history among other matters that raise

substantial doubt about its ability to continue as going concern The Company will attempt to

increase revenues from commissions received from security trades and other cost cutting

measures such as payroll cost reductions In the absence of significant increases in revenues

and margins the Company intends to fund operations through additional capital contributions

from the sole stockholder The successful outcome of future activities cannot be determined

at this time and there are no assurances that if achieved the Company will have sufficient

funds to execute its intended business plan or generate positive operations results

These circumstances raise substantial doubt about the Companys ability to continue as

going concern The accompanying financial statements do not include any adjustments that

might result from the outcome of this uncertainty
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PMB SECURITIES CORPORATION
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3-1

DECEMBER 31 2008

Total equity from statement of financial condition 74858

Less non-allowable assets

Other assets Other receivables 1811
Other assets Deposits 265

Prepaid expenses 7568

Payroll account 30

Total non-allowable assets 9r674

Net capital before haircut 65184

Haircut Other assets Securities 460

Net capital 64 724

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required 6-2/3%
of aggregate indebtedness or $50000
whichever is greater fl 100

Net capital from above 64 724

Excess net capital 14 724

COMPUTATION OF RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

Total liabilities aggregate indebtedness 570

Ratio of aggregate indebtedness to net capital 24 tn

Percentage of debt to debt-equity total computed
in accordance with Rule 5c3-1 N/A

The computation of net capital as reported in the unaudited Part hA filing agrees with the audited net

capital as reported above
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PMB SECURITIES CORPORATION
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

PURSUANT TO RULE 15c3-3

DECEMBER 31 2008

Not Applicable The Company is exempt per the k2ii exemptive provision of SEC rule 5c3-3

and does not hold customer funds or securities
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PMB SECURITIES CORPORATION
INFORMATION RELATING TO THE POSSESSION

OR CONTROL REQUIREMENTS UNDER RULE 15c3-3

DECEMBER 31 2008

Not Applicable The Company is exempt per the k2ii exemptive provision of SEC rule 5c3-3

and does not hold customer funds or securities
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3cODRICH BARON GOODYEAR LLP

ertifled Public Accoiiituits

REPORT ON INTERNAL ACCOUNTING CONTROL

PMB Securities Corporation

Newport Beach California

In planning and performing our audit of the financial statements of PMB Securities

Corporation as of and for the year ended December 31 2008 in accordance with auditing standards

generally accepted in the UnitedStates 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 7a-5g1 of the Securities and Exchange Commission

SEC we have made 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-5g in

making the periodic computation of aggregate indebtedness and net capital under Rule 7a-3a1
and for determining compliance with the exemptive provisions of Rule 15c3-3 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

Making quarterly securities examinations counts verifications and

comparisons and recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under

Section of Federal Reserve Regulation 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 SECs 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 managements
authorization and recorded properly to permit the preparation of financial statements in conformity

with generally accepted accounting principles Rule I7a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph
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Because of inherent limitations in internal control and the practices and procedures

referred to above errors 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

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 generally accepted accounting

principles 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 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 an

inadequacy for 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 the Board of Directors

management the SEC and other regulatory agencies that rely on Rule 7a-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

Long Beach California

February 18 2009
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