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OATH OR AFFIRMATION

Kenneth Hyman
____________________________________________________________________________

swear or affirm that to the best of

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

Partnervest 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

ANENWCHEN1
_____________

Notory Public CoUfornb

Presiden

Title

%c/o
This report contains check all applicable boxes

EJ Facing Page
El Statement of Financial Condition

El Statement of Income Loss
El Statement of Changes in Financial Condition

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

Statement of Changes in Liabilities Subordinated to Claims of Creditors

El Computation of Net Capital

El Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

El 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 15c3-1 and the

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

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

consolidation

El An Oath or Affirmation

El copy of the SIPC Supplemental Report

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 of this filing see section 240.1 7a-5e
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INDEPENDENT AUDITORS REPORT

To the Stockholder of

Partnervest Securities Inc

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

Inc the Company wholly-owned subsidiary of Partnervest Financial Group LLC as of

December 31 2008 and the related statements of income changes in stockholders equity and

cash flows for the year then ended that you are filing pursuant to rule 7a-5 under the Securities

and 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 Partnervest 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 made for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained on pages and is presented for purposes of

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

supplementary information required by Rule 7a-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

February 24 2009



PARTNERVEST SECURITIES INC

STATEMENT OF FiNANCIAL CONDITION

December 31 2008

ASSETS

Cash 172791

Deposits with clearing organizations 25000

Accounts receivable 73398

Prepaid expenses 21838

TOTAL ASSETS 293027

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Payable to representatives 91166

Other accrued liabilities 3255

Total Liabilities 94421

Stockholders Equity

Common stock $0.000 par value 1000 shares authorized issued

and outstanding at December 31 2008

Additional paid-in-capital 104205

Retained earnings 94401

Total Stockholders Equity 198606

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 293027

The accompanying notes are an integral part
of these financial statements
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PARTNERVEST SECURITIES INC

STATEMENT OF INCOME

For the Year Ended December 31 2008

REVENUE

Commission income 3807207

Advisory income 2997496

Other 3706
Interest 10614

Total Revenue 6811611

EXPENSES

Representative commissions 3097958

Advisor fees 2705175

Allocated overhead 933632

Insurance 108926

Fees and renewals 69615

Broker charges 12586

Professional 15015

Other net of reimbursements 159511

Total Expenses 6783396

Income before Taxes 28215

Provision for Income Taxes 6627

Net Income 21588

The accompanying notes are an integral part of these financial statements
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PARTNERVEST SECURITIES INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

For the Year Ended December 31 2008

Additional Total

Common Stock Paid-In Retained Stockholders

Shares Amount Capital Earnings Equity

Balance at December 31 2007 1000 104205 72813 177018

Net income 21588 21588

Balance at December 31 2008 1000 104205 94401 198606

The accompanying notes are an integral part
of these financial statements
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PARTNERVEST SECURITIES INC

STATEMENT OF CASH FLOWS

For the Year Ended December 31 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 21588

Adjustments to reconcile net income to cash provided by

operating activities

Changes in

Accounts receivable 46458

Prepaid expenses 29967

Accrued liabilities 87200

NET CASH PROVIDED BY OPERATING ACTIVITIES 10813

CASH Beginning of year 161978

End of year 172791

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash paid for interest 584

Cash paid for income taxes 6236

The accompanying notes are an integral part of these financial statements
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PARTNERVEST SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS

Organization and Related Party Transactions

Partnervest Securities Inc the Company was incorporated in the State of Delaware

on November 1999 The Company is wholly-owned subsidiary of Partnervest

Financial Group LLC PFG The purpose of the Company is to perform broker-

dealer services for investors and the advisors who serve them The Company is

registered as broker-dealer in securities under the Securities Exchange Act of 1934

It does not hold customer funds nor safekeep customer securities The Companys

corporate office is at 510 Castillo Street Santa Barbara California with 39 branch

offices primarily in California of which 11 are OSJs Office of Supervisory

Jurisdiction

The Company has an expense agreement with PFG the parent company of Partnervest

Securities Inc The agreement calls for PFG to provide certain administrative goods

services and overhead to the Company The Company is solely responsible for its

own expenses and any expenses reasonably attributable to it which are paid by PFG

shall either be reflected on the financial statements of the Company or subject to an

exemption from being reflected on such books in accordance with NASD Notice to

Members 03-63 and other applicable laws and regulations

During 2008 the Company reimbursed PFG for $1033881 of overhead expenses

with all payments being made during the year Additionally the Company reimbursed

PFG $26559 for payments to corporate representatives There were no open payables

to PFG at year end

The Company paid Partnervest Advisory Services PAS related company through

common ownership $2854925 for advisory services income collected by the

Company PAS paid $285492 to the Company for those services There were no

open receivables/payables to PAS at year end

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 amounts reported in the financial statements

and the accompanying notes Actual results could differ materially from those

estimates

Commissions

Commissions are recorded on trade-date basis as securities transactions occur

-6-



PARTNERVEST SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS

Cash and Cash Equivalents

The Company considers all highly-liquid financial instruments with maturity of three

months or less to be cash equivalents

Concentration of Securities Services

The Company has clearing agreement with one securities corporation to handle all of

their security transactions

The Company maintains bank accounts in commercial bank located in Santa

Barbara California The accounts are guaranteed by the Federal Deposit Insurance

Corporation FDIC up to $250000 The were no uninsured cash amounts at

December 31 2008

Income Taxes

The Company is corporation and files income tax returns for federal and state

income tax purposes Income tax assets liabilities expense and deferred taxes are

computed under the liability method described in Financial Accounting Standards

Board Standard 109 FASB 109

Deferred income tax assets and liabilities are computed annually for differences

between the financial statement and tax basis of assets and liabilities that will result in

taxable or deductible amounts in the future based on enacted tax laws and rates At

this time there are no differences

Income tax expense consists of the following

Current

Federal 3964

California 2.663

Total Income Tax Expense 6.627

Regulatory Requirements

As registered broker-dealer with the Securities and Exchange Commission and the

National Association of Securities Dealers Inc the Company is subject to the

Securities and Exchange Commission Uniform Net Capital Rule 15c3-1 the Rule

which requires the maintenance of minimum net capital equal to the greater of

$50000 or 6.66% of aggregate indebtedness both as defined by the Rule At

December 31 2008 the Company had net capital of $155853 which was $105853 in

excess of its required net capital of $50000

-7-
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PARTNERVEST SECURITIES INC

SUPPLEMENTAL SCHEDULES

December 31 2008

Schedule

Computation of Net Capital under Rule 5c3- of the Securities and Exchange Commission

Accounts From

Audited

Financial

Statements

198606

Unaudited

Focus

Part II

204877

Difference

Increase

Decrease

6271

Deductions and/or Charges

Non-allowable assets

CRD cash balance

Accounts receivable from representatives

Prepaid expenses

5148

15767

21838

5148

15767

50609 28771 AB

Net Capital Before Haircuts

Haircuts on Securities

Net Capital

Aggregate indebtedness

Items included in the statement of financial condition

Accrued liabilities

Total aggregate indebtedness

94421

94421

116921

116921

22500

22500

Computation of basic net capital requirement

Net Capital

Minimum net capital required 6.666% of aggregate

indebtedness or $50000 whichever is greater

Excess net capital

Ratio aggregate indebtedness to net capital

Understated income taxes

Liability/prepaid expense representing line of credit taken by the related owner

company which did not specifically name the Company as being excluded on the

line

The accompanying notes are an integral part of these financial statements

-8-

6271

22500

Total Stockholders Equity

155853

155853

133353

133353

22500

22500

155853 133353 22500

50000 50000

105853 83353 22500

60.58% 87.68% -27.09%



PARTNERVEST SECURITIES INC

SUPPLEMENTAL SCHEDULES
December 31 2008

Schedule II

Determination of the Reserve Requirements under Rule 15c3-3 of the Securities and Exchange

Commission

The Company is exempt from the reserve requirement of computation according to the provision of

Rule 15c3-3 k2ii

Schedule III

Information Relating to Possession or Control Requirements under Rule 15c3-3

The Company is exempt from the Rule 5c3-3 as it relates to possession and control requirements

under the k2ii exemptive provision

-9-
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Independent Auditors Report on Internal Control

Required by SEC Rule 7a-5 for Broker-Dealer Claiming

an Exemption from SEC Rule 5c3-3

To the Stockholder of

Partnervest Securities Inc

In planning and performing our audit of the financial statements and supplemental schedules of

Partnervest Securities Inc the Company for the year ended December 31 2008 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-5g1 of the Securities Exchange Commission SEC 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 7a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under rule 7a-3a 11
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

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

preparation of financial statements in accordance with accounting principles generally accepted in the

United States Rule 7a-5g lists additional objectives of the practices and procedures listed in the

preceding paragraph

-10-



To the Stockholder of

Partnervest Securities Inc

Page

Because of inherent limitations in internal control or 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

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 material weakness is condition in which the design or

operation of the specific internal control components does not reduce to relatively low level the

risk that error or fraud in amounts that would be material in relation to the financial statements

being audited may occur and not be detected within 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 material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures were adequate at December 31 2008 to meet the SECs

objectives

This report is intended solely for the use of the stockholder 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

February 24 2009
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