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OATH OR AFFIRMATION

Jennifer Prinz swear or affirm that to the

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

PCS Securities Inc as of

December 31 20 09 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

This report contains check all applicable boxes

Ix Facing page

IX Statement of Financial Condition

IX Statement of Income Loss

Ix Statement of Changes in Financial Condition

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

Ix Statement of Changes in Liabilities Subordinated to Claims of Creditors

Ix Computation of Net Capital

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

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

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule l5c3-l and the

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

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

solidation

______
An Oath or Affirmation

_____
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

______ Independent auditors report on internal accounting control

______
Schedule of segregation requirements and funds in segregation--customers regulated commodity futures account

pursuant to Rule 17 1-5

IX

Ix1

Ix

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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Rothstein Kass

INDEPENDENT AUDITORS REPORT

To the Board of Directors and Stockholder of

We have audited the accompanying statement of financial condition of PCS Securities Inc the Company as of

December 31 2009 This statement of financial condition is the responsibility of the Companys management Our

responsibility is to express an opinion on this statement of financial condition 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

statement of financial condition is free of material misstatement An audit includes consideration of internal control

over financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial

reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence

supporting the amounts and disclosures in the statement of financial condition assessing the accounting principles

used and significant estimates made by management as well as evaluating the overall statement of financial

condition presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects the

financial position of PCS Securities Inc as of December 31 2009 in conformity with accounting principles generally

accepted in the United States of America

Roseland New Jersey

February 22 2010

An independent Frm associated with AGN International Ltd AGN



PcS SECURITIES INC

STATEMENT OF FINANCIAL CONDITION

December 31 2009

ASSETS

Cash and cash equivalents 1955485

Receivables from clearing brokers 90816

Accounts receivable 127000

Prepaid research costs 34808

Property and equipment net 33766

Other assets 43609

2285484

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accrued research costs 512221

Accrued expenses 49827

Total liabilities 562048

Stockholders equity

Common stock $.01 par value 1000 shares

authorized and 100 issued and outstanding

Additional paid-in capital 1841006

Accumulated deficit 117571

Total stockholders equity 1723436

2285484

See accompanying notes to financial statements



PCS SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

Nature of business

the Company is broker-dealer that is registered with the Securities and Exchange Commission SEC and is

member of the Financial Industry Regulatory Authority FINRA The Company is primarily engaged in providing

independent research products to institutional investors under various arrangements in which broker-dealer

provides research to customer in return for certain volume of commission revenue from that customer The

Companys affiliate Institutional Research Services Inc IRS sells third-party research to institutional money

managers on hard-dollar basis The money managers remit payment for these services to the Company The

Company performs administrative services including payment to the research producers for their research and

charges research processing fee for these services The Company has one office located in Seattle Washington

The Company does not carry accounts for customers nor performs custodial functions related to securities The

Company clears its securities on fully-disclosed basis through its clearing brokers

The Company conducts substantially all of its business within the safe harbor of Section 28e of the Securities

Exchange Act of 1934 as amended In that regard the Company executes brokerage transactions for investment

advisors money managers and plan sponsors Money Managers at negotiated commission rate As an incentive

to use the Companys services for the execution of such brokerage transactions the Company has developed

system to provide third-party research services to Money Managers based upon the level of brokerage transactions

The amount of third-party research services that the Company will furnish to the Money Managers is based on the

amount of commissions that the Company receives or expects to receive for execution of brokerage transactions and

is measured by the Company in terms of commission total balance commissions paid less research provided It is

understood by the Money Managers and the Company that the commission total balance is not redeemable in cash

and when redeemed may only be used to obtain third-party research services through the Company The

accumulated commission total balance of Money Managers is reduced when such Money Managers request the

Company to provide third-party research services

Summary of significant accounting policies

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the

United States of America GAAP

These financial statements were approved by management and available for issuance on February 22 2010

Subsequent events have been evaluated through this date

Revenue Recognition

The Company earns revenue from research processing fees at the time such services are provided for facilitating

the research services between the institutional money managers IRS and the third party research producers

The Company records income from commissions on trade-date basis



PCS SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies continued

Research Costs

Amounts relating to all customers with positive total balance are reflected in the accompanying balance sheet as

accrued research costs Such amounts represent the estimated third-party research services to be provided to all

customers from whom the Company has earned commissions for execution of brokerage transactions or revenue

from direct sales Amounts relating to all customers with negative commission total balance are reflected in the

accompanying balance sheet as prepaid research costs Such amounts represent the amount of research services

paid on behalf of all customers for which future commissions are expected to be received The provision for

uncollectible commissions is determined under the direct write-off method which is not materially different from the

allowance method As of December 31 2009 no allowance for uncollectible commissions was necessary as

management believes all commissions receivable and prepaid research costs will be realized

Cash and Cash Equivalents

For the purposes of the statement of cash flows the Company considers money market accounts and all highly liquid

debt instruments with original maturities of three months or less to be cash equivalents

Receivables from Clearing Brokers

Commissions receivable are reported at the amount management expects to collect on balances outstanding at year-

end The Company considers all commissions receivable to be fully collectible

Accounts Receivable

The Company carries its accounts receivable at cost less an allowance for doubtful accounts On periodic basis

the Company evaluates its accounts receivable and establishes an allowance for doubtful accounts based on

history of past write-offs and collections and current credit conditions

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amortization The Company provides for

depreciation and amortization using the straight-line method over the estimated useful lives Furniture and fixtures

are being depreciated over years Software is being depreciated over years

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosures 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



PCS SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies continued

Income Taxes

The Company with the consent of its shareholder has elected under the Internal Revenue Code to be treated as an

Corporation In lieu of corporate income taxes the shareholders of an Corporation are taxed on their

proportionate share of the Companys taxable income Therefore no provision or liability for federal income taxes

has been included in the financial statements The state of Washington does not impose an income tax

The determination of the Companys provision for income taxes requires significant judgment the use of estimates

and the interpretation and application of complex tax laws Significant judgment is required in assessing the timing

and amounts of deductible and taxable items and the probability of sustaining uncertain tax positions The benefits

of uncertain tax positions are recorded in the Companys financial statements only after determining more-likely-

than-not probability that the uncertain tax positions will withstand challenge if any from tax authorities When facts

and circumstances change the Company reassesses these probabilities and records any changes in the

consolidated financial statements as appropriate Accrued interest and penalties related to income tax matters are

classified as component of income tax expense

In accordance with GAAP the Company is required to determine whether tax position is more likely than not to

be sustained upon examination by the applicable taxing authority including resolution of any related appeals or

litigation processes based on the technical merits of the position The Company files an income tax return in the

U.S federal jurisdiction and may file income tax returns in various U.S state and local jurisdictions Generally the

Company is no longer subject to income tax examinations by major taxing authorities for years before 2006 The

tax benefit recognized is measured as the largest amount of benefit that has greater than
fifty percent likelihood

of being realized upon ultimate settlement De-recognition of tax benefit previously recognized results in the

Company recording tax liability that reduces net assets This policy has been applied to all existing tax positions

upon the Companys initial adoption for the period ended December 31 2009 Based on its analysis the Company

has determined that the adoption of this policy did not have material impact on the Companys financial

statements upon adoption However the Companys conclusions regarding this policy may be subject to review

and adjustment at later date based on factors including but not limited to on-going analyses of and changes to

tax laws regulations and interpretations thereof The Company recognizes interest accrued related to

unrecognized tax benefits and penalties related to unrecognized tax benefits in income tax fees payable if

assessed No interest expense or penalties have been recognized as of and for the period ended December 31

2009

Property and equipment

Details of property and equipment at December 31 2009 are as follows

Software 118681

Furnittie ani fixtures 15268

133949

Less accumulated dep-eaation and aiortization 1W 183

33766

Depreciation and amortization expense for the year ended December 31 2009 was approximately $40000



PCS SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

Subordinated borrowings

At December 31 2008 the Companys borrowings from shareholder were $1960000 pursuant to written

subordination agreements The subordination agreements are subject to the rules and regulations of the SEC and

as such are available in computing net capital under the SECs Uniform Net Capital rule On March 18 2009 the

Company received approval from FINRA to pay off the subordinated loan Interest expense related to the

borrowings for the year ended December 31 2009 was approximately $42000

Net capital requirement

The Company is member of FINRA and subject to the SEC Uniform Net Capital Rule 5c3-1 This Rule requires

the maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital both as defined

shall not exceed 15 to and that equity capital may not be withdrawn or cash dividends paid if the resulting net

capital ratio would exceed 10 to At December 31 2009 the Companys net capital was approximately $1484000

which was approximately $1447000 in excess of its minimum requirement of approximately $37000

Related party transactions

The Company incurred marketing and research fees of approximately $265000 to companies owned wholly or in part

by one of the Companys shareholders through research agreements

Concentrations

The Company maintains all of its cash and cash equivalents at two financial institutions These balances are insured

by the Federal Deposit Insurance Corporation FDIC up to $250000 per
institution through December 31 2013 and

$100000 thereafter At December 31 2009 cash and cash equivalents totaled approximately $1955000 As of

December 31 2009 the balances in these accounts that exceed the FDIC amount insured were approximately

$1262000 No losses have occurred to date

The Companys customers are concentrated in the financial services industry and include investment banks

institutional investors and private equity funds The Company derives most of its revenue from customers located

within the United States The Company generally does not require collateral and evaluates credit worthiness on

customer-by-customer basis based on the reputation of the customer within the industry historical trends and other

information To date losses related to bad debts have been within managements expectations

During the year ended December 31 2009 approximately 21% approximately $181000 of research costs as

reflected on the statement of operations were provided by one supplier which is related party

Pursuant to clearance agreements the Company introduces all of its securities transactions to its clearing brokers

on fully disclosed basis All of the customers money balances and long and short security positions are to be

carried on the books of the clearing broker In accordance with these clearance agreements the Company has

agreed to indemnify these brokers for losses the clearing brokers may sustain from customer accounts introduced

by the Company It is not practicable to estimate the fair value of the indemnity clause however the Company

does not anticipate that it will incur any losses as result of the indemnification Various clearing agreements

require the Company to maintain net capital ranging between $150000 and $250000 at all times



PCS SECURmES INC

NOTES TO FINANCIAL STATEMENTS

Exemption from Rule 5c3-3

The Company is exempt from the SEC Rule 5c3-3 pursuant to the exemptive provision of sub-paragraph k2ii
as all customer transactions are cleared through other broker dealers on fully disclosed basis


