
0MB APPROVAL

0MB Number 3235-01 23

Expires February 28 2010

Estimated average burden

hours per response 12.00

SEC ALE NUMBER

066097

REPORT FOR THE PERIOD BEGINNING 01/01/2009
MM/DD/YY

ANDENDING 12/31/2009
MM/DD/YY

REGISTRANT IDENTIFICATION

Secon
CHECK ONE

Certified Public Accountant

Public Accountant

fl Accountant not resident in United States or any of its possessions

VVasnatc DC
110

FOR OFFICIAL USE ONLY

Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant

must be supported by statement offacts and circumstances relied on as the basis for the exemption See Section 240.1 7a-5e2

Potential persons who are to respond to the collection of

information contained in this form are not required to respond
unless the form displays currently valid 0MB control number

10028026

ANNUAL AUDITED REPORT
FORM X-17A-5

PART II

FACING PAGE

Information Required of Brokers and Dealers Pursuant to Section 17 of the

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

NAME OF BROKER-DEALER PCS Dunbar Securities LLC OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS Do not use P.O Box No FIRM l.D NO

Manhattanville Road

No and Street

Purchase NY 10577

City State Zip Code

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

David Staudinger 9146943700
Area Code Telephone Number

ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

Michael Sullivan Company Certified Public Accountants P.C

Name individual state last first middle name

1140 Franklin Avenue Garden City NY 11530

Address City State

SEC 1410 06-02



OATH OR AFFIRMATION

David Staudinger 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 Dunbar Securities LLC 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
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MICHELLE JANNIELLO Title

Notary Public State Of New York

No.01JA6085119
Qualified ri New York County

Commission Expires December 23 201C
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Computation of Net Capital

Computation forDetermination of Reserve Requirements Pursuant to Rule 15c3-3

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

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 15c3-l and the

Computation for Deermination of the Reserve Requirements UnderExhibit of Rule 15c3-3

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

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found toexist or found to have existed since the date ofthe previous audit

.X Independent auditors report on internal control
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Michael Sullivan Company
CERTIFIED PUBLIC ACCOUNTANTS P.C

1140 Franklin Avenue Garden City NY 11530- 516-742-2324 Fax 516-742-0530

Independent Auditors Report

To the Members

PCS Dunbar Securities LLC

We have audited the accompanying statement of financial condition of PCS Dunbar Securities

LLC the Company as of December 31 2009 and the related statements of income changes in

members 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 PCS Dunbar Securities LLC as of December 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 statements

taken as whole The information contained in the supplemental information on pages 11 12 and

13 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 of 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

Michael Sullivan Company

Certified Public Accountants P.C

Garden City New York

February282010



PCS DUNBAR SECURITIES LLC
STATEMENT OF FiNANCIAL CONDITION

December 31 2009

ASSETS

Cash and cash equivalents 506109
Receivable from broker 1433139
Prepaid client service costs 551333

Prepaid expenses and other current assets 30358

Total current assets 2520939

Office equipment net of $117585 accumulated depreciation 17072

Security deposit 16187

Total assets 2554198

LIABILITIES AND MEMBERS EQUITY

Accounts payable and accrued expenses 402455
Accrued client service costs 480767

Total liabilities 883222

Members equity 1670976

Total liabilities and members equity 2554198

See accompanying notes to fmancial statements



PCS DUNBAR SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

December 31 2009

Note Nature of operations

PCS Dunbar Securities LLC the Company is limited liability company organized
under the laws of the State of Delaware The Company has registered with the Securities

and Exchange Commission SEC as broker-dealer under the Securities and Exchange
Act of 1934 and is also member of the Financial Industry Regulatory Authority

FINRA

The Company began operations in January 2005 The Company primarily provides

independent research products to institutional investors- under soft dollar arrangements in

which broker-dealer provides research to customer in return for certain volume of
commission revenue from that customer The Company also engages in Institutional

brokerage of over the counter and listed equities on an unsolicited agency basis

The Company does not cany accounts for customers or perform custodial functions related

to securities The Company clears its securities transactions on fully disclosed basis

through its clearing broker

Note Summary of significant accounting policies

Cash and Cash Equivalents

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

investments purchased with an original maturity of three months or less to be cash

equivalents

Equipment

Equipment is stated at cost less accumulated depreciation The Company provides for

depreciation on the
straight-line method as follows

Estimated

Assets Useful Life

Computer equipment Years



PCS DUNBAR SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

December31 2009

Note Summary of significant accounting policies continUed

Revenue Recognition

Commissions are recorded on trade date basis as securities transactions occur The
Company conducts portion of its business within the safe harbor of Section 28e of the
Securities and 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 brokerage transactions the Company developed
system to provide third-party research services to Money Managers based upon the

frequency of use of its services

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 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
Amounts

relating to Money Managers with positive commission total balance are

reflected in the accompanying statement of financial condition as accrued client service
costs Such amounts represent the amourit of research services paid on behalf of Money
managers for which future commissions are expected to be received The provision for

uncollectible negative commission total balance is determined under the direct write-off

method which is not materially different from the allowance method

Income Taxes

No provision for federal and state income taxes has been recorded because the Company
is limited

liability company Accordingly the individual members report their share of
the Companys income or loss on their income tax returns

Sales Taxes

The Company is liable for sales taxes on certain equipment and services provided to

Money Managers Total sales tax expense for the year ended December 31 2009 was
approximately $23000



PCS DUNBAR SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

December 31 2009

Note Summary of significant accounting policies continued

Use ofEstimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts and disclosures Accordingly actual results could differ from those
estimates

Note Exemption from Rule 15c3-3

The Company is exempt from the SEC Rule 5c3-3 pursuant to the exemption provision of
such paragraph k2i and therefore is not required to maintain Special Reserve Bank
Account for the Exclusive Benefit of Customers

Note Concentrations

The Company maintains all of its cash in financial
institutions some of which are not

insured under the federal deposit insurance depository program The Company has not
experienced any loss in these accounts and believes it is not subject to any significant credit

risk

Note Commitments

The Company entered into lease agreement for its offices which it had been subletting
in Purchase New York for the period from July 2009 through June 30 2012 at fixed
annual rental of $97120 The rental amount is subject to escalation for real estate taxes
and other operating costs from the base year The Company has the option of extending
the lease for two years past its expiration date

Rent expense pursuant to this lease charged to operations during the year ended
December 31 2009 amounted to approximately $40500



PCS DUNBAR SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

December 31 2009

Note Employee benefitpi

The Company maintains 401k profit sharing plan and defined benefit plan for all

eligible employees Employees may contribute
percentage of their salaries as defined

by the plan subject to the limitations of the Internal Revenue Code The Companymatches employee contributions up to 3% Total contributions for the year endedDecember 31 2008 by the Company to the 401k plan were approximately $45000 The
COmpany made no contributions to its defined benefit pension in 2009

Note Net capital recluirement

The Company as member of the F1NRA is subject to the SEC Uniform Net CapitalRule 5c3-1 This rule requires the maintenance of minimum net capital and requires that
the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15 toand that equity capital may not be withdrawn if the resulting net capital ratio wouldexceed 10 to At December 31 2009 the Company had net capital of approximately$1018000 During the year the Company increased its minimum net capital to $250000from $5000

Note Financial instruments with off-balance sheet risk

Pursuant to clearance agreements the Company introduces all of its securities
transactions to its clearing brokers on fully disclosed basis All customer balances and
positions long and short are on the books of the clearing brokers Pursuant to the
clearance agreements the Company 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 however the Company does
not anticipate any loss from the indemnification



Michael Sullivan Company
CERTIFIED PUBLIC ACCOUNTANTS P.C

1140 Franklin Avenue Garden City NY 11530- 516-742-2324 Fax 516-742-0530

Independent Auditors Report on Internal Control

Required by Rule 17a-5 of the Securities and Exchange Conunission

To the Members

PCS Dunbar Securities LLC

Purchase New York

In planning and performing our audit of the financial statements of PCS Dunbar
Securities LLC the Company as of and for the year ended December 31 2009 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 17a-5gi 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 7a-5g in making the periodic computations of aggregate
indebtedness or aggregate debits and net capital under rule 7a-3 11 and for

determining compliance with the exemptive provisions of rule 5c3 -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 recordations of differences required by Rule 7a- 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 practicesand procedures can be expected to achieve the SECs above-mentioned objectives Twoof 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 managementsauthorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles Rule 7-5g lists additional
objectives of the practices and procedures listed in the

preceding paragraph

Because of inherent limitations in internal control and the practices and proceduresreferred to above error or fraud may occur and not be detected Also projection of anyevaluation 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 functionsto prevent or detect misstatements on timely basis signflcant deficiency is

deficiency or combination of deficiencies in internal control that is less severe than
material weakness yet important enough to merit attention by those charged with
governance

material weakness is deficiency or combination of deficiencies in internal controlsuch that there is reasonable
possibility that material misstatement of the companysfinancial statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first andsecond 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 regulationsand that practices and procedures that do not accomplish such objectives in all material
respects indicate material inadequacy for such purposes Based on this understandingand 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 2009 to meet theSECs objectives

This report is intended solely for the information and use of the Member managementthe 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

222c2td

Michael Sullivan Company
Certified Public Accounts P.C

Garden City New York

February 28 2010
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