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(¢) Statement of Income (L.oss).
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{e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
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Certified Public Accountants

Independent Auditors’ Regort

To the Stockholders of

Prim Securities, Incorporated

We have audited the accompanying statement of financial position of Prim Securities, Incorporated (a wholly-
owned subsidiary of Prim Capital Corporation) as of December 31, 2010, and the related statement of
operations, stockholders' equity 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 respons:blllty isto 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 statements presentation. We beheve our audxt prowdes a reasonable basis for
our opmron

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial

position of Prim Securities, Incorporated as of 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 made for the purpose of formlng an oplmon on the basw fmancral statements faken as a whole.
The information contained in the supplemental information contained on. pages 10 and 11 is prepared 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 of the Securities and Exchange Commission. - 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. 7 }
Veece Melec W&%@

Mentcr, Ohio
February 25, 2011

CHARDON OFFICE : 121 South Street, Suite 201 MENTOR OFFICE: 5966 Heisley Road, Suite 201 - GARFIELD OFFICE: 5258 Transportation Boulevard. - ‘

Chardon, OH 44024 Mentor, OH 44060 ) Garfield Heights, OH 44125
(440) 286-5222 Phone . (440) 951-2451 Phone ‘ (216) 663-1264 Phone

(888) 942-8111-Toll Free _— (440) 352-3949 . ’ (216) 662-4319 Fax
(440 286-4300 Fax - (440) 352-9314 Fax, .



PRIM SECURITIES, INCORPORATED
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2010

ASSETS

Current Assets
~ Cash and cash equivalents
Commissions receivable
Intercompany receivable
Prepaid expense _
Total current assets

Total assets
STOCKHOLDERS' EQUITY

Stockholders’ Equity
Common stock 1,000 shares authorized, 50 shares issued and
outstanding at $ 10 parvalue .
Additional paid-in capital
Accumulated deficit

Total stockholders' equity

The accompanying notes are an integral pért of the financial statements.

.

$ 10,007
16,492
84,568
‘3,762

114,829

$ 114,829

$ 500
285,513

(171,184)

$ 114,829 ,



REVENUES -
Commissions

PRIM SECURITIES, INCORPORATED
‘ STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2010

Miscellaneous income.

Total revenues

EXPENSES

Management fees
Regulatory fees
Professional fees

Other operating expenses

Total expenses

~ INCOME BEFORE INCOME TAX PROVISION

Income tax provision

Net income

The accompanying notes are an integral part of the financial statements. -

5

$ 188,177
5,012

193,189

93,300
5252
7,200
350

106,102

87,087

13,063

$ 74,024



PRIM SECURITIES, INCORPORATED |
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2010

Additional

Common Paid-in Accumulated
- Stock Capital Deficit
Beginning balances - December 31, 2009 - $ 500 ' $ 285513 $ (245,208)
‘Net income for the year B . ‘ . - 74,024
Ending balances - December 31,2010 | $ 500 $ 285513 % (171,184)

The acbompanying notes are an integral part of the financial statements.
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PRIM SECURITIES, INCORPORATED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Net income L $ 74,024 |
- -Adjustments to reconcile changes in net assets to net cash used in :
operating activities ' :
- (Increase) decrease in assets ,
Commissions receivable 3,513
Intercompany receivable - (77,553)
-Prepaid expense: .- (8
Net cash used by operating activities ) ' (74,048)
Net decrease in cash and cash eqhivalents ‘ [ - (24)
' _CASH AND CASH EQUIVALENTS - BEGINNIKNG OF YEAR | _ 10,031
CASH AND CASH EQUIVALENTS - END OF YEAR } $ 10,007 -

The accompanying notes are an integral part of the financial statements.

7



PRIM SECURITIES, INCORPORATED
NOTES TO FINANCIAL STATEMENTS

BUSINESS ACTIVITY

Prim Securities, Incorporated (the "Company") is a registered broker/dealer in securities. The Company
is prlmanly involved in the sale of interests in public limited partnerships, investment company shares,
variable annuities and general 'securities. The Company does not hold funds or securities for, or-owe
money or securities to, customers and does not otherwise carry customer accounts. Accordmgly, the
Company is exempt from Securities and Exchange Commlssmn Rule 15¢3-3. :

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Recognition_of Income - Income and expenses are reported on the accrual basis of accounting.
Income- is' reported when investor subscriptions or funds are transmitted to issuers or agents.
Commission income is contingent upon acceptance by the issuer/agent. In the case of limited
partnershlps commissions generally are not paid until the first disbursement has been made from the -

- applicable escrow account. There is a contingent risk that the terms of the offering will not be met and,
therefore, commissions will not be paid. Commission expenses are recorded concurrently with

- commission income. The Registered Representative Contract, signed by each representative, provides
that commissions "will be paid as commissions are received by Prim Securities, Incorporated”. Any
orders or trades that are canceled result in a reversal of the commission income and expense on the
records of the Company. : :

- Use of Estimates - The presentatlon of financial statements in conformlty with accounting principles
generally accepted in the United States of America 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 reportxng penod Actual results could differ from those estlmates

Income Taxes ~The Company is a member of -a group that files consolidated federal and state tax
returns. -~ Accordingly, income tax payables to the tax authorities are recognized on the financial
statements of the parent company who is the taxpayer for income tax purposes. The members of the
consolidated group allocate payments to any member of the group for the income tax reduction
resulting from the member’s inclusion in the consolidated return, or the member makes payments to the
parent company for its allocated share of the consolidated income tax liability.  This allocation
approxnmates the amounts that would be reported if the Company was separately filing its tax returns.

The Company also recognizes deferred tax assets on deductible temporary differences and deferred
tax liabilities on taxable temporary differences. Temporary differences are the differences between the
reported amounts of assets and liabilities and their tax bases. As those differences reverse, they will
enter into the determination of future taxable income included in the consolidated tax returns. Deferred
tax assets are reduced by a valuation allowance when, in the opinion of managements, it is more likely
that not that some. portion or all of the deferred tax assets will not be realized. ‘Deferred tax assets and -
liabilities are adjusted for the effects of changes in-tax laws and rates on the date of enactment.

- For the year ended December‘31, 2010, theCompany followed guidance permitted under FASB ASC
740-10, “Accounting for Uncertainty in Income Taxes”. This guidance had no impact on the Company's
statement of financial position or statement of operations. The Company does not believe its f nanC|al
statements include any uncertain tax posltlons '

Generally, the Company’s statutes .of limitation for tax. liabilities are open for tax years .ended
December 31, 2007 and forward. The Companys major taxing jurisdiction is the United States. Within
the United States only Ohio could give rise to significant tax liabilities.



PRIM SECURITIES, INCORPORATED
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Cash and Cash Eguwalent - Cash and cash equwalents consist of cash in a checklng account,
_certificate of deposit and money market fund. .

INCOME TAXES

There was an income tax prowsmn of $ 13 063 recorded by the Company for the year ended
December 31, 2010 :

- Following is a reconciliation of the expected income tax expensé/benefit to the amount based on the
U.S. statutory‘ rate of 15% for the year ended December 31, 2010:

Income tax provision based on U.S. statutory rate - : $ 13,063
Current period change in the valuation allowance ' , -
Provision for income taxes ~ $ 13,063

NET CAPITAL REQUIREMENTS

The Company is subject to the Uniform Net Capital Rule ‘of Securmes and Exchange ‘Commission.
Under the Rule, the Company’s aggregate indebtedness to all other persons cannot exceed 1,500
-percent of net capital. The Rule also requires that equity capital may not be withdrawn or cash
dividends paid if aggregate indebtedness exceeds 1,000 percent of net capital. At December 31, 2010,
the Company had net capital of $ (3,023) that was $ -0- |n excess of the minimum requ:red The
percentage of aggregate indebtedness to net capital was 0%

RELATED PARTY TRANSACTIONS

Prim Securities, Incorporated is a wholly-owned subsidiary of Prim Capxtal Corporation. The Company
shares facilities, office support and employees with other affiliated companies and is billed its share of
- these costs. Accordingly, "Management fees" includes allocations of costs for these items and
management fees which amounted to $93,300 in the aggregate.. ‘

' SUBSEQUENT EVENTS

The date to which events occurring after December 31, 2010, the date of the most recent statement of
financial position, have been evaluated for p033|ble adjustment to the financial statements or
disclosure is February 25, 2011, which is the date on which the financial statements were available to
be issued. No events were ldentlfled that would require adjustment to or disclosure in the financial
statements.

\



PRIM SECURITIES, INCORPORATED

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1 -

.-FOR THE YEAR ENDED DECEMBER 31, 2010

Net Capital , o
Total stockholders' equity from statement of financial position

Deductions and/or charges:
'Non-allowable charges
Fidelity bond reduction
Total deductions and/or charges:
Net capital before haircuts on security positions
‘Haircuts on securities [computed pursuant to 15¢3-1(f)]

Net capital

Computation of Aggregate Indebtedness
Liabilities from statement of financial condition

Computation of Basic Net Capital Requirement
6-2/3% (.0667) of aggregate indebtedness

;Minvimum required net capital -
Excess net capital
Percentage of aggregate indebtedness to net capital

Excess net capitél at'1,000%

10

$

114,829

104,789

104,789

10,040

10,040

-~ 5,000

5,040

0.00%

10,040



, PRIM SECURITIES, INCORPORATED
. STATEMENT PURSUANT TO RULE 17a-5(d)(4)
FOR THE YEAR ENDED DECEMBER 31, 2010

A reconciliation of the computation of net capital under- Rule 15¢3-1 as inciuded in the Company's unaudited
Form X-17a-5 as of December 31, 2010 filed with the Securities and Exchange Commission and the amount
included in the accompanying Computation of Net Capital follows at December 31, 2010.

Net capital, as reported in Company's

Form X-17a-5, Part IIA | o $ 10,040
- Net audit adjustments : : o -
Net capital, as reported in Schedulel : A $ 10,040

The Company is not fequired to present the schedulesy "Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3" and “Information for Possession or Control Requirements Pursuant
to Rule 15¢3-3" as it meets the exemptive provisions of Rule 15¢3-3, under Section (k)(2)(ii) of the Rule.

11
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Independent Auditors' Supplementary Re’gb ort on Internal. Control

To the Stockholders
Prim Securities, Incorporated

in planning and performing our audit of the financial statements of Prim Securities, Incorporated for the year
ended December 31, 2010 (on which we issued our report dated February 25, 2011), 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 Accordlngly, 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 and 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 (or aggregate debits) 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
customer securities, we did not review the practlces and procedures followed by the Company in any of the
foliowing:

1.  Making QUarterly securities examinations, counts, verifications, and comparisons and recordation
i of differences required by Rule-17a-13. o

2. . Complying with the requi/rement's;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
accounting principles generally accepted in the United States of America. Rule 17a- -5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

CHARDON OFFICE : 121 South Street, Suite 201 MENTOR OFFICE: 5366 Hmsleylzad Suite 201 GARFELD OFFICE: 5258 Transportatlon Boulevard.
Chardon, OH 44024 . Mentor, OH ) ~ Garfield Heights, OH 44125
(440) 286-5222 Phone ’ (440} 951-2451 Phone {216) 663-1264 Phone
(888) 942-8111 Toll Free (440) 352-3949 ] {216)662-4319 Fax

{440) 286-4300 Fax (440) 352-9314 Fax



To the Stockholders :
Prim Securities, Incorporated
Page 2

Because of inherent limitations in internal control or 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
desrgn and operation may deterrorate :

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 lnconsequentral will not-be prevented
or detected by the entlty 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 rdentlfy all deficiencies in internal control that might be significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over frnancral reporting that we
consider material weaknesses, as defrned 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 sblely for the information and use of. the Board of Directors, management, the
Securities and Exchange Commission, the National Association of Securities Dealers and other regulatory

‘agencies that rely on Rule 17a-5(g) under the Securities' Exchange Act of 1934 in their regulation of
reglstered brokers and dealers, and is- not intended to be and shouid not be used by anyone other than these

specified partres
hece Malic: fuffuks ol

Mentor, Ohio
February 25, 2011
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