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OATH OR AFFIRMATION

I, Joe M. Thomson , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Pacer Financial, Inc. , as of
December 31 , 2010, are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

Al

LV,

~——" Signature

Principal Executive Officer

Q L A Title

OF PEMMNEVIVAMIA
1 IOTARIAL SEAL
| ERICL.JOHNSON, Notary Public

- 1 Wiilistown Twp., Chester County
1My Commission Expires December §, 2014

o]

This report** contains (check all applicable boxes):
X (a) Facing page.
Xl (b) Statement of Financial Condition.
Xl (c) Statement of Income (Loss).
X1 (d) Statement of Cash Flows.
Xl (¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
X (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
X (i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
X1 () 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.
N/A[] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
X1 @ An Oath or Affirmation.
XJm) A copy of the SIPC Supplemental Report.
N/A [J(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
Xl(o) Independent Auditor’s Report on Internal Accounting Control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR'S REPORT

To the Shareholders and
Board of Directors
Pacer Financial, Inc.

We have audited the accompanying statement of financial condition of Pacer Financial, Inc. (the “Company”) as of
December 31, 2010, and the related statements of income, changes in stockholders' equity, changes in liabilities
subordinated to claims of general creditors, and cash flows for the year then ended that you are filing pursuant to
Rule 17a-5 under the Securities 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, 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 a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Pacer Financial, Inc. at December 31, 2010, 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 a whole.
The information contained in Schedules I and II, 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
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 a whole.

/
Abington, Pennsylvania ; {1 ‘/_ <
February 12, 2011 %



Pacer Financial, Inc.
Statement of Financial Condition
December 31, 2010

Assets
Cash and cash equivalents

Total assets

Liabilities and Stockholders' Equity

Liabilities
Accrued interest payable to stockholder
Accrued expenses

Commitments and contingent liabilities
Subordinated borrowings

Total liabilities

Stockholders' Equity

Common stock, no par value -1,000 shares authorized

1,000 issued and outstanding
Additional paid-in capital
Deficit

Total stockholders' equity

Total liabilities and stockholders' equity

The accompanying notes are an integral part of these financial statements.
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$

(
(

458,864

458,864

82,512
13,338

600,000

695,850

100,000
4,456,003

4,792,989)
236,986)

458,864



Pacer Financial, Inc.

Statement of Operations
For the Year Ended December 31, 2010

Revenue

Commissions and fees
Money market fund dividends

Total income

Expenses

Expense reimbursement - affiliated company
Rent

Regulatory fees and expenses

Professional fees

Interest expense

Taxes, other than taxes on income

Other expenses

Total expenses

Net loss

The accompanying notes are an integral part of these financial statements.
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$

88,080
94

88,174

3,171,725
67,342
65,164
64,879
32,000

5,349
798

3,407,257

( 3,319,083)




Pacer Financial, Inc.
Statement of Changes in Stockholders' Equity
For the Year Ended December 31, 2010

Common Common  Additional Total
Stock Stock Paid-in Stockholders'

Shares Amount Capital Deficit Equity
Balance at January 1, 2010 1,000 $§ 100,000 $ 2,050,000 $ ( 1,473,906) $ 676,094
Additional capital contributions - - 2,406,003 - 2,406,003
Net loss for the year - - - ( 3,319,083) ( 3,319,083)
Balance at December 31, 2010 1,000 $ 100,000 $ 4,456,003 § ( 4,792,989) $ (. 236,986)

The accompanying notes are an integral part of these financial statements.
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Pacer Financial, Inc.
Statement of Changes in Liabilities Subordinated to Claims of General Creditors
For the Year Ended December 31,2010

Subordinated borrowings at January 1, 2010 $ 600,000
Increases: -
Decreases: -
Subordinated borrowings at December 31, 2010 $ 600,000

The accompanying notes are an integral part of these financial statements.
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Pacer Financial, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2010

Cash flows from operating activities:

Net loss
Adjustments to reconcile net income to net cash
used in operating activities:
Changes in assets and liabilities
(Increase) decrease in assets:
Increase (decrease) in liabilities:
Accrued interest payable to stockholder
Accrued expenses

Net cash used in operating activities

Cash flows from investing activities:
Repayment of advances to affliate

Net cash provided by investing activities

Cash flows from financing activities:
Additional capital contributed

Net cash provided by financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents beginning of year

Cash and cash equivalents end of year

Supplemental disclosures of cash flow information
Cash paid during the year for:

Interest
Income taxes

$  (3,319,083)

32,000
13,338

( 3,273,745)

817,887

817,887

2,406,003

2,406,003

( 49,855)

508,719

$ 458,864

The accompanying notes are an integral part of these financial statements.
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Pacer Financial, Inc.

Notes to Financial Statements
December 31,2010

1.

Organization

Pacer Financial, Inc. (“The Company”) is a registered broker dealer with the Securities and Exchange
Commission (“SEC”) and is a member of the Financial Industry Regulatory Authority (“FINRA”). The
Company is incorporated under the laws of the Commonwealth of Pennsylvania. The Company, like other
broker dealers and investment advisors, is directly affected by general economics and market conditions,
including fluctuations in volume and price level of securities, changes in interest rates and securities
brokerage services, all of which have an impact on the Company’s liquidity.

Summary of Significant Accounting Policies

The following are the significant accounting policies followed by the Company:

Revenue — Revenue from the sale of mutual funds, variable annuities and exchange traded funds is
recognized when it is earned.

Concentration of credit risks - The Company maintains its cash in bank deposit accounts that, at times, may
exceed federally insured limits. The Company has not experienced any losses in such accounts.
Management believes the Company is not exposed to any significant credit risk related to cash.

Cash and cash equivalents - The Company includes as cash and cash equivalents amounts invested in
money market mutual funds.

Income taxes — The Company has elected to be taxed under the provision of Subchapter S of the Internal
Revenue Code and similar state provisions. Under these provisions, the Company does not pay federal or
state corporate income taxes on its taxable income. Accordingly, no provision has been made for federal
or state income tax for the year ended December 31, 2010, in the accompanying financial statements.

Fair value - As required by the fair value topic of the FASB Accounting Standards Codification, fair
value is defined as the price that the Company would receive to sell an asset or pay to transfer a liability
in an orderly transaction between market participants at the measurement date. The topic also
establishes a framework for measuring fair value, and a three-level hierarchy for fair value
measurements based upon the transparency of inputs to the valuation of an asset or liability. The three-
tier hierarchy of inputs is summarized below:

Level 1 - quoted prices in active markets for identical investments

Level 2 - other significant observable inputs (including quoted prices for similar investments, interest
rates, prepayment speeds, credit risk, etc.)

Level 3 - significant unobservable inputs (including the Company’s own assumptions in determining
the fair value of investments)

The inputs or methodology used for valuing securities are not necessarily an indication of the risk
associated with investing in those securities.
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Pacer Financial, Inc.

Notes to Financial Statements (Continued)
December 31,2010

2. Summary of Significant Accounting Policies (Continued)

The following table summarizes the valuation of the Company’s investments by the above fair value
hierarchy levels as of December 31, 2010:

Securities owned: Level 1 Level 2 Level 3
Money market funds $ 149,355 $ - $ -

Use of Estimates - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure 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 may differ from those estimates and assumptions.

Subsequent events - Management has evaluated the impact of all subsequent events through the date the
financial statements were issued and has determined that there were no subsequent events requiring
disclosure in these financial statements.

3. Concentrations

The Company has generated minimal operating revenue based on a limited product line since inception.
Management is developing the wholesale distribution of private placement investments including hedge
funds, hedge fund of funds, variable products, exchange traded funds and mutual funds which should
generate more commissions and advisory fees.

4. Computation for Determination of Reserve Requirements

The Company will operate in accordance with the exemptive provisions of paragraph (¥)(2)(@) of SEC Rule
15¢3-3. The Company does not carry securities accounts for customers.

5. Net Capital Requirements

Pursuant to the net capital provisions of the SEC, the Company is required to maintain net capital as
defined under such provision. Net capital and the related net capital ratio may fluctuate on a daily basis.
At December 31, 2010 the Company had net capital and capital requirements of $360,027 which was
$355,027 in excess of its required net capital of $5,000. The Company's net capital ratio was .04 to 1.

6. Liabilities Subordinated to Claims of General Creditors

There are two borrowings under a subordination agreement at December 31, 2010. The first is a $200,000
Subordinated Loan Agreement, 6%, due August 10, 2012. The second borrowing is a $400,000 loan, 5%,
originally due January 31, 2012 with an amended maturity to January 31, 2014, executed during the year.
The borrowings are available in computing the net capital under the SEC’s uniform net capital rule. To the
extent that such borrowing is required for the Company’s continued compliance with the minimum net
capital requirements, it may not be repaid. The subordinated borrowings have been approved by FINRA.
The borrowings were funded by the Company’s majority stockholder. Interest expense for the year ended
December 31, 2010 under such borrowings was $32,000.
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Pacer Financial, Inc.

Notes to Financial Statements (Continued)
December 31,2010

7. Transactions with Affiliates

The Company has an Expense Agreement (the “Agreement”) with an affiliated company, PF, LLC, that
will pay all of the operating expenses of the Company with the exception of rent and direct expenses
that are in the name of the Company, all regulatory fees and expenses, and any securities commissions to
registered representatives of the Company. Expenses paid to the affiliate under the expense sharing
agreement totaled $3,171,725 for the year ended December 31, 2010.

The Company leases its office space under a non-cancellable lease that expires March 31, 2013 from an
entity partially owned by its majority stockholder. Rent expense totaled $126,761 for the year ended
December 31, 2010. Effective April 1, 2010 the Company has agreed to sublease its office space to two
affiliates. PF, LLC subleases 25% of the office space and Pacer Advisors, Inc. subleases 37.5% of the
office space. Sublease payments from PF, LLC and Pacer Adviser, Inc. for the year ended December 31,
2010 totaled $23,768 and $35,652, respectively and were netted from the total rent expense. This
sublease agreement expires March 31, 2013.

Future minimum lease payments net of sublease payments for the year ended December 31, 2010 are as
follows:

Year Amount

2011 $ 47,536
2012 § 47,356
2013 $ 11,884

11



Pacer Financial, Inc.

Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission
December 31, 2010

Schedule I

COMPUTATION OF NET CAPITAL

Total stockholders' equity

Deduct stockholder's equity not allowable for Net Capital:
Total stockholder's equity qualified for Net Capital

Liabilities subordinated to claims of general creditors allowable in the
computation of net capital

Total capital and and allowable subordinated liabilities

Deductions and/or charges:
Non-allowable assets:

Total non-allowable assets
Net Capital before haircuts on securities positions
Trading and investment securities:
Money market fund
Total haircuts
Net Capital
COMPUTATION OF AGGREGATE INDEBTEDNESS
Total aggregate indebtedness liabilities from Statement of Financial Condition
Total aggregate indebtedness

Percentage of aggregate indebtedness to Net Capital

Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1(d)

12

$ ( 236,986)

( 236,986)

600,000

363,014

363,014

2,987

2,987

$ 360,027

$ 13,338

$ 13,338

4%



Pacer Financial, Inc.
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

December 31, 2010 Schedule I (continued)

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum Net Capital (6 2/3% of $13,338) $
Minimum dollar Net Capital requirement of reporting broker or dealer

and minimum Net Capital requirement $
Net Capital requirement $
Excess Net Capital ' $

Net Capital less greater of 10% of aggregate indebtedness or 120%
of minimum net capital $

RECONCILIATION BETWEEN COMPUTATION OF ANNUAL AUDIT REPORT
AND COMPUTATION IN COMPANY'S UNAUDITED FOCUS REPORT

Computation of Net Capital Under Rule 15¢3-1

No material difference exists between the broker's most recent, unaudited, Part IIA
filing and the Annual Audit Report.

13
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5,000
5,000

355,027

354,027



Pacer Financial, Inc.

Computation for Determination of Reserve Requirements

Under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2010 Schedule II

The Company is exempt from the provisions of Rule 15¢3-3 in accordance with
Section (k)(2)(i).

RECONCILIATION BETWEEN COMPUTATION OF ANNUAL AUDIT REPORT
AND COMPUTATION IN COMPANY'S UNAUDITED FOCUS REPORT

Computation for Determination of Reserve Requirements Under
Exhibit A of Rule 15¢3-3

No material difference exists between the broker's most recent, unaudited, Part ITA
filing and the Annual Audit Report.

14
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To the Board of Directors
Pacer Financial, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of Pacer Financial,
Inc. (the Company) as of and for the year ended December 31, 2010 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 our
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 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 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 unauthorized use 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 and the practices and procedures referred to above, error 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.
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A control deficiency exists when the design or operation of a control does not allow management or employees, 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 statements that is more than inconsequential will not be prevented or detected by the entity’s internal
control.

A material weakness is a significant deficiency, or combination of significant deficiencies, 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 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 a material inadequacy for such purposes. Based on this understanding and on our study,
we believe that the Company's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2010, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, FINRA,
and other regulatory agencies that rely on Rule 17a-5(g) 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.

Abington, Pennsylvania Z ‘ 44 e./
February 12,2011 ‘
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Independent Accountants' Report on Applying Agreed-Upon Procedures Related to an
Entity's Claim for Exclusion from Membership in SIPC

Board of Directors
Pacer Financial, Inc.

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, related to the Certification of have
Exclusion From Membership (Form SIPC-3) filed by Pacer Financial, Inc. (the "Company") with the Securities
Investor Protection Corporation ("SIPC"), we have performed the procedures enumerated below for the year ended
December 31, 2010, which were agreed to by the Company and the Securities and Exchange Commission,
Financial Industry Regulatory Authority, Inc., and SIPC, solely to assist you and the other specified parties in
evaluating the Company's claim for exclusion from membership in SIPC. The Company's management is responsible
for the compliance with the exclusion requirements from membership in SIPC under section 78ccc(a)(2)(AXii) of the
Securities Investor Protection Act of 1970 ("SIPA") for the year ended December 31, 2010. This agreed-upon
procedures engagement was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of those parties
specified in this report. Consequently, we make no representation regarding the sufficiency of the procedures
described below either for the purpose for which this report has been requested or for any other purpose.

The procedures we performed and our findings are as follows; compared the total revenues and each revenue
classification in the Company's audited financial statements included on Form X-17A-5 for the year ended December
31, 2010 to Certification of Exclusion From Membership (Form SIPC -3) that the Company’s business consisted
exclusively of the distribution of shares of registered open end investment companies or unit investment trusts, the sale of
variable annuities and the business of insurance.

We were not engaged to, and did not conduct an examination, the objective of which would be the expression of an opinion
on the Company's claim for exclusion from membership in SIPC. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not intended to be and
should not be used by anyone other than these specified parties.

. . (
Abington, Pennsylvania Of e
February 12, 2011 W ‘ 6
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