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INDEPENDENT AUDITORS REPORT

Board of Directors

Pyramid Funds Corporation

We have audited the accompanying statement of financial condition of Pyramid Funds Corporation 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 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 Pyramid Funds Corporation 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 whole

The information contained in Schedules and II 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

Abington Pennsylvania



Pyramid Funds Corporation

Statement of Financial Condition

December 31 2010

Assets

Cash and cash equivalents 4512

Receivables

Commissions 62514

Affiliate 9000

Officers 26099

Securities owned at value 213413

Furniture equipment and leasehold improvements net of

accumulated depreciation of $87974 5725

Prepaid expenses and other assets 5840

Total assets 327103

Liabilities and Stockholders Equity

Liabilities

Accounts payable and accrued expenses 30641

Payables

Affiliates 12000

Total liabilities 42641

Commitments and contingent liabilities

Stockholders Equity

Common stock no par value authorized 200 shares

issued and outstanding 56.66 shares 5000

Retained earnings 289972

Treasury stock at cost 53.34 shares 10510

Total stockholders equity 284462

Total liabilities and stockholders equity 327103

The accompanying notes are an integral part of these financial statements



Pyramid Funds Corporation

Statement of Income

For the Year Ended December 31 2010

Revenue

Commissions and service fees from mutual funds and

variable annuities 606548

Management fees from affiliate 54000

Gain on firm investment account 36491

Dividends and interest 3237

Total income 700276

Expenses

Salaries and other employment costs 266083

Commissions 91199

Travel and entertainment 79365

Occupancy costs and equipment rental 64611

Office expense 47932

Regulatory fees and expenses 32064

Communications 19347

Professional fees 18041

Interest 420

Other 10

Total expenses 619072

Income loss before taxes on income 81204

Income tax expense

Net income 81204

The accompanying notes are an integral part of these financial statements
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Pyramid Funds Corporation

Statement of Changes in Liabilities Subordinated to Claims of General Creditors

For the Year Ended December 31 2010

Subordinated borrowings at January 2010

Increases

Decreases

Subordinated borrowings at December 31 2010

The accompanying notes are an integral part of these financial statements



Pyramid Funds Corporation

Statement of Cash Flows

For the Year Ended December 31 2010

Cash flows from operating activities

Net income 81204

Adjustments to reconcile net income to net cash

provided by operating activities

Depreciation 1962

Changes in assets and liabilities

Increase decrease in assets

Receivables

Commissions 13946

Affiliate 8824
Officers 10412

Securities owned 2646

Prepaid expenses and other assets 779

Increase decrease in liabilities

Accounts payable and accrued expenses 8997

Payable to affiliate 11796

Payable to officer 2264

Net cash provided by operating activities 52952

Cash flows from financing activities

Distributions to stockholders 51000

Net increase in cash 1952

Cash and cash equivalents at beginning of year 2560

Cash and cash equivalents at end of year 4512

Supplemental disclosures of cash flow information

Cash paid during the year for

Interest 420

Income taxes

The accompanying notes are an integral part of these financial statements



PYRAMID FUNDS CORPORATION
Notes to Financial Statements

December 31 2010

Organization

Pyramid Funds Corporation the Company is securities broker dealer registered with the Securities and

Exchange Commission and FINRA The Company limits its business to the sale of mutual funds and

variable annuities The Company like other securities firms is directly affected by general economic and

market conditions including fluctuations in volume and price levels of securities changes in interest rates

and securities brokerage services all of which have an impact on the Companys liquidity

Summary of Significant Accounting Policies

The following are the sign ficant accounting policies followed by the Company

Revenue Securities transactions and related commission revenue and expense if applicable are recorded

on trade date basis

Income taxes The Company has elected to be taxed under the provision of Subchapter 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 Instead the stockholders are liable for individual

federal and state income taxes on their respective shares of the corporate 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

Property and Depreciation Furniture and equipment are depreciated generally using straight-line and

accelerated methods over their estimated useful lives

Concenfration 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

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 liability

in an orderly transaction between market participants at the measurement date The topic also establishes

framework for measuring fair value and 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 quoted prices in active markets for identical investments

Level other significant observable inputs including quoted prices for similar investments interest

rates prepayment speeds credit risk etc
Level significant unobservable inputs including the Companys 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



PYRAMID FUNDS CORPORATION
Notes to Financial Statements Continued
December 31 2010

Summary of Significant Accounting Policies Continued

The following table summarizes the valuation of the Companys investments by the above fair value

hierarchy levels as of December 31 2010

Level Level Level

Securities Owned

Common Stocks 146123

Mutual Funds 67290

Total 213413

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

Related Party Transactions

Various amounts have been advanced to/from the Companys offices and affiliates owned by the

Companys stockholders At December 31 2010 an amount of $26099 was due from officers and an

amount of $0 was due to officers

The Company rents its offices on month to month basis from an affiliate owned by the stockholders of the

Company Rent totaled $36000 for the year ended December 31 2010

The Company received management fees from affiliates that are owned by the stockholders of the

Company Management fees totaled $54000 for the year ended December 31 2010

Furniture equipment and leasehold improvements

Furniture equipment and leasehold improvements are summarized as follows

Furniture and fixtures 35307

Equipment 40878

Leasehold improvements 17514

93699

Less accumulated depreciation 87974
5725

Depreciation expense totaled $1962 for the year ended December 31 2010

10



PYRAMID FUNDS CORPORATION
Notes to Financial Statements Continued
December 31 2010

Computation for Determination of Reserve Requirements

The Company will operate in accordance with the exemptive provisions of paragraph k2i of SEC Rule

15c3-3 The Company maintains Special Account for the Exclusive Benefit of Customers

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 daily basis

At December 31 2010 the Company had net capital of $154701 which was $129701 in excess of its

required net capital of $25000 At December 31 2010 the Companys ratio of
aggregate indebtedness

to net capital was .28 to

Employee Benefit Plan

The Company sponsors Simplified Employee Pension Plan the Plan covering substantially all

employees of the Company who meet certain age and length of employment requirements Discretionary

contributions are determined annually by the Company The Company made no contribution to the Plan

for the year ended December 31 2010

11



Pyramid Funds Corporation

Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

December 31 2010 Schedule

COMPUTATION OF NET CAPITAL

Total stockholders equity 284462

Deduct stockholders equity not allowable for Net Capital

Total stockholders equity qualified for Net Capital 284462

Deductions andlor charges

Non-allowable assets

Commissions receivable 46659

Receivable from affiliate 9000

Receivable from officers 26099

Furniture equipment and leasehold improvements 5725

Prepaid expenses 5840

Total non-allowable assets 93323

Net Capital before haircuts on securities positions 191139

Trading and investment securities

Other securites 32012

Undue concentration 4426

Total haircuts 36438

Net Capital 154701

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total aggregate indebtedness liabilities from Statement of Financial Condition

Accounts payable and accrued expenses 42641

Total aggregate indebtedness 42641

Percentage of aggregate indebtedness to Net Capital 28%

Percentage of debt to debt-equity total computed in accordance with Rule 5c3- 1d

12



Pyramid Funds Corporation

Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

December 31 2010 Schedule continued

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum Net Capital 2/3% of $42163 2843

Minimum dollar Net Capital requirement of reporting broker or dealer

and minimum Net Capital requirement 25000

Net Capital requirement 25000

Excess Net Capital 129701

Net Capital less greater of 10% of aggregate indebtedness or 120%

of minimum net capital 124701

RECONCILIATION BETWEEN COMPUTATION OF ANNUAL AUDIT REPORT
AND COMPUTATION IN COMPANYS UNAUDITED FOCUS REPORT

Computation of Net Capital Under Rule 15c3-1

The difference between the above computation and the computation

included in the Companys unaudited FOCUS report Form X-17a-5

as of December 31 2009 is primarily due to

Net Capital per unaudited FOCUS filing on December 31 2010 158578

Adjustments effecting net income 99

Increase in non-allowable assets 3863

Increase in haircuts 113

Net Capital per above 154701

13



Pyramid Funds Corporation

Computation for Determination of Reserve Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission

December 31 2010 Schedule II

The Company is exempt from the provisions of Rule 5c3-3 in accordance with

Section k2i

RECONCILIATION BETWEEN COMPUTATION OF ANNUAL AUDIT REPORT
AND COMPUTATION IN COMPANYS UNAUDITED FOCUS REPORT

Comtutation for Determination of Reserve Requirements Under

Exhibit of Rule 15c3-3

No material difference exists between the brokers most recent unaudited Part hA

filing and the Annual Audit Report

14
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INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL

To the Board of Directors

Pyramid Funds Corporation

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

Corporation 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 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-5g1 of the Securities 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 computations of aggregate indebtedness and net capital under Rule

7a-3a1 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 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 17a-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 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

15



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 intemal

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 material 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 2010 to meet the SECs 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 l7a-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

Abington Pennsylvania
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INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREED-UPON PROCEDURES
RELATED TO AN ENTITYS CLAIM FOR EXCLUSION FROM MEMBERSHIP IN SIPC

Board of Directors

Pyramid Funds Corporation

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 related to the Certification of

have Exclusion From Membership Form SIPC-3 filed by Pyramid Funds Corporation 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 Companys claim for exclusion from membership in SIPC The Companys management

is responsible for the compliance with the exclusion requirements from membership in SIPC under section

78ccca2Aii 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 Companys 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 Companys 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 Companys 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
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