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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder

Paychex Securities Corporation

We have audited the accompanying statement of financial condition of Paychex Securities

Corporation the Company as of May 31 2012 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 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 We were not

engaged to perform an audit of the Companys internal control over financial reporting Our

audit included 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 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 and 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 Paychex Securities Corporation at May 31 2012 in

conformity with U.S generally accepted accounting principles

July 26 2012
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Paychex Securities Corporation

Statement of Financial Condition

In Thousands Except Share Amounts

May31 2012

Assets

Cash

Service fee receivable

Total assets

Liabilities and stockholders equity

Accrued income taxes payable to Parent

Stockholders equity

Common stock no par value authorized 200 shares

10 shares issued and outstanding at May 31 2012

Additional paid-in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

See accompanying notes

26547

5903

32450

11863

120

20467

20587

32450

1207-1378263



Paychex Securities Corporation

Notes to Statement of Financial Condition

May 31 2012

Note Description of Business and Significant Accounting Policies

Paychex Securities Corporation the Company is wholly owned subsidiary of Paychex Inc

the Parent The Company was incorporated in the state of New York on July 17 1995 The

Company has been approved by the Securities and Exchange Commission SEC to transact

business as broker/dealer pursuant to Section 15b of the Securities Exchange Act of 1934 in

conjunction with the 401k plan administration activities of the Parent The Company is

member of the Financial Industry Regulatory Authority FINRA

The Company processes transactions with investment partners for the sole benefit of the Parent

and calculates dividend to be paid to the Parent on quarterly basis Subsequent to May 31

2012 the Company declared $6259000 dividend to its Parent

Basis of Presentation

The Statement of Financial Condition has been prepared in accordance with United States U.S
generally accepted accounting principles GAAP The Company has evaluated subsequent

events for potential recognition and/or disclosure through the date of issuance of this Statement

of Financial Condition

Concentration and Credit Risk

Financial instruments that potentially subject the Company to credit risk consist principally of

cash and service fee receivable All of the Companys deposited cash is maintained at large

creditworthy financial institution The deposits exceed the amount of any insurance provided

Management regularly reviews the cash balance and believes that there is limited risk of loss in

the foreseeable future The service fee receivable consists of amounts due from several

creditworthy investment partners with past history of collectibility

The Company currently transacts business with several different investment partners Four of

these entities each individually account for over 10% of revenue in the current period This risk

is mitigated as management believes that numerous other entities exist that could assume the

level of business required should one of these investment partners no longer transact with the

Company
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Paychex Securities Corporation

Notes to Statement of Financial Condition continued

Note Description of Business and Significant Accounting Policies continued

Fair Value

The carrying value recorded in the Statement of Financial Condition for cash and service fee

receivable approximates fair value because of the relatively short maturities or payment terms of

these instruments

Revenue Recognition

Service fee revenue includes those amounts billed to investment partners for administrative

services provided and is recognized in the period in which services are rendered Investment

revenue is recognized when earned There is no commission income recorded on these

transactions

Income Taxes

The Company files consolidated federal return with its Parent and combined return for state

purposes The Companys allocated share of tax expense of the consolidated group is determined

based on the Companys proportionate share of taxable income

The Companys policy is to recognize interest and penalties accrued on tax positions as

component of income tax expense The Company has concluded all U.S federal income tax

matters through the Parents fiscal year ended May 31 2009 with the fiscal years ended May 31
2010 through 2012 still subject to audit With limited exceptions state income tax audits by

taxing authorities are closed through the Parents fiscal year ended May 31 2007 primarily due

to expiration of the statute of limitations The Company had no unrecognized tax benefits

existing as of May 31 2012

Use of Estimates

The preparation of financial statements in conformity with U.S GAAP requires management to

make estimates judgments and assumptions that affect reported amounts of assets liabilities

revenues and expenses during the reporting period Actual amounts and results could differ from

these estimates
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Paychex Securities Corporation

Notes to Statement of Financial Condition continued

Note Description of Business and Significant Accounting Policies continued

Recently Issued Accounting Pronouncements

Recent accounting pronouncements issued by the Financial Accounting Standards Board FASB
including its Emerging Issues Task Force the American Institute of Certified Public

Accountants and the SEC did not or are not expected to have material effect on the

Companys results of operations or financial position

Note Regulatory Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c 3-1 This rule requires

that the Company maintain minimum net capital as defined of 2/3% of aggregate

indebtedness as defined or $250000 whichever is greater At May 31 2012 the Company had

net capital of $14684000 which was $13893000 in excess of its required capital

The Company is exempt from Rule 5c3-3 of the Securities and Exchange Commission under

paragraph k2i of that Rule

Note Related-Party Transactions

The Company has an expense-sharing agreement with the Parent whereby all expenses of the

Company except income tax expense are incurred by the Parent on the Companys behalf The

Parent does not intend to reapportion any of these expenses back to the Company As result

these expenses are not reflected in the Companys financial statements for fiscal 2012 Under

this expense-sharing agreement for fiscal 2012 the management fee expenses included various

expenses related to payroll payroll taxes fringe benefits facilities fidelity bond insurance and

other operating and administrative expenses that were incurred by the Parent on the Companys
behalf

1207-1378263
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About Ernst Young
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