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KPMG LLP

Stamford Square

3001 Summer Street

Stamford CT 06905-4317

Report of In dependent Registered Public Accounting Firm

The Board of Directors

Peoples Securities Inc

We have audited the accompanying financial statements of Peoples Securities Inc the Company
wholly owned subsidiary of Peoples United Bank which comprise the statement of financial condition

as of December 31 2013 and the related statements of income changes in stockholders equity and cash

flows for the year then ended that are filed pursuant to Rule 7a-5 under the Securities Exchange Act of

1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with U.S generally accepted accounting principles this includes the design implementation

and maintenance of internal control relevant to the preparation and fair presentation of financial statements

that are free from material misstatement whether due to fraud or error

Auditors Responsibility

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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements The procedures selected depend on the auditors judgment including the assessment

of the risks of material misstatement of the financial statements whether due to fraud or error In making

those risk assessments the auditor considers internal control relevant to the entitys preparation and fair

presentation of the financial statements in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the entitys internal

control Accordingly we express no such opinion An audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of significant accounting estimates made by management
as well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our

audit opinion

Opinion

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

position of Peoples Securities Inc as of December31 2013 and the results of its operations and its cash

flows for the year then ended in accordance with U.S generally accepted accounting principles

XPMG 119 is Delaware belted liability parlnersbip
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Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole The
information contained in Schedules and is presented for purposes of additional analysis and is not

required part of the financial statements but is supplementary information required by Rule 7a-5 under

the Securities Exchange Act of 1934 Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare the

fmancial statements The information in Schedules and has been subjected to the auditing procedures

applied in the audit of the financial statements and certain additional procedures including comparing and

reconciling such information directly to the underlying accounting and other records used to prepare the

financial statements or to the financial statements themselves and other additional procedures in

accordance with auditing standards generally accepted in the United States of America In our opinion the

information in Schedules and is fairly stated in all material respects in relation to the financial

statements as whole

Stamford Connecticut

February 28 2014



PEOPLES SECURITIES INC
Wholly Owned Subsidiary of Peoples United Bank

Statement of Financial Condition

December 31 2013

Assets

Cash and cash equivalents note 13951362
Cash segregated under federal regulations note 103144
Securities segregated under federal regulations at fair value note 7996320
Securities at fair value note 300702
Receivables from customers note 13320560
Receivables from clearing organization 1091362
Other assets 3068165

Total assets 39831615

Liabilities and Stockholders Equity

Liabilities

Payables to customers note 15873236
Due to Peoples United Bank 3498422
Other liabilities 150333

Total liabilities 19521991

Stockholders equity notes and

Common stock without par value authorized 5000 shares issued and

outstanding 100 shares 500000
Additional paid-in capital 7918309
Retained earnings 11891315

Total stockholders equity 20309624

Total liabilities and stockholders equity 39831615

See accompanying notes to financial statements



PEOPLES SECURITIES INC

Wholly Owned Subsidiary of Peoples United Bank

Statement of Income

Year ended December 31 2013

Revenues

Commissions from customer transactions 13734072
Investment management fees 5812026
Insurance commissions 1489289
Interest income on receivables from customers note 580253

Interest and dividend income on securities and cash equivalents 28574
Net unrealized and realized losses on securities 34656
Other 727278

Total revenues 22406148

Expenses note

Compensation and benefits 13685806
Data processing 1606826
Occupancy 601149
Regulatory 577164
Communications 568818
Transaction clearing 328275

Depreciation 207383

Stationery printing and postage 65359

Marketing 56519
Interest expense on payables to customers note 8845
Other 926594

Total expenses 18632738

Income before income tax expense 3773410

Income tax expense note 1349843

Net income 2423567

See accompanying notes to financial statements



PEOPLES SECURITIES INC

Wholly Owned Subsidiary of Peoples United Bank

Statement of Changes in Stockholders Equity

Year ended December31 2013

Additional Total

Common paid-in Retained stockholders

stock capital earnings equity

Balance at December 31 2012 note 500000 7809620 9467748 17777368

Net income 2423567 2423567

Liabilities assumed by Peoples United Bank note _____________ 108689 108689

Balance at December 31 2013 500000 7918309 11891315 20309624

See accompanying notes to financial statements



PEOPLES SECURITIES INC
Wholly Owned Subsidiary of Peoples United Bank

Statement of Cash Flows

Year ended December 31 2013

Cash flows from operating activities

Net income 2423567

Adjustments to reconcile net income to net cash provided by operating activities

Decrease in cash segregated under federal regulations 3978646
Increase in securities segregated under federal regulations 1784940
Decrease in securities at fair value 612

Increase in receivables from customers 1694939
Increase in receivables from clearing organization 80157
Decrease in payables to customers 1952281
Increase in due to Peoples United Bank 110152

Changes in other assets and other liabilities net 21198
Stock-based compensation expense 108689

Net cash provided by operating activities 1088151

Cash flows from investing activities

Cash flows from financing activities

Net increase in cash and cash equivalents 1088151

Cash and cash equivalents at beginning of year 12863211

Cash and cash equivalents at end of year 13951362

Supplemental information

Interest payments 8845

Payments to Peoples United Financial Inc in lieu of income taxes 1349843
Non-cash activities

Liabilities assumed by Peoples United Bank 108689

See accompanying notes to financial statements



PEOPLES SECURITIES INC

Wholly Owned Subsidiary of Peoples United Bank

Notes to Financial Statements

December 31 2013

Organization and Nature of Business

Peoples Securities Inc the Company is brokerage firm and wholly owned subsidiary of Peoples

United Bank Peoples United The Company is registered as broker-dealer pursuant to Section 15b of

the Securities Exchange Act of 1934 and is registered investment advisor with the Securities and

Exchange Commission SEC The Company is subject to regulation and oversight by the SEC and the

Financial Industry Regulatory Authority Inc FINRA

The Company is registered in all 50 states the District of Columbia and Puerto Rico It offers brokerage

and insurance services through the Peoples United branch network consisting of approximately 420

branches located throughout New England and southeastern New York Commission revenues are

principally fees charged to customers for buying and selling securities including mutual funds insurance

and annuities significant portion of the transactions are conducted online using the Internet

Summary of Significant Accounting Policies

Basis of Financial Statement Presentation

The financial statements have been prepared in conformity with U.S generally accepted accounting

principles In preparing the financial statements management is required to make estimates and

assumptions that affect the reported amounts of assets liabilities revenues and expenses Actual

results could differ from those estimates

Cash and Cash Equivalents

For purposes of reporting cash flows cash and cash equivalents include highly liquid instruments

such as money market mutual funds but exclude cash segregated in special reserve account under

federal regulations Cash equivalents in the form of money market mutual funds are carried at fir

value

Securities

All of the Companys securities including securities segregated under federal regulations are

reported at fair value Unrealized gains and losses are included as revenue in the Statement of

Income

Commissions

The Company recognizes commission revenues and expenses on trade-date basis

Investment management fees

We recognize investment management fees as earned over the period in which services are rendered

The majority of investment management fees earned from customers and separate accounts are

charged either monthly or quarterly based upon an average of net assets under management in

accordance with such investment management agreements

Continued



PEOPLES SECURITIES INC
Wholly Owned Subsidiary of Peoples United Bank

Notes to Financial Statements

December 31 2013

Cash and Cash Equivalents

Pursuant to Rule 5c3-3 of the SEC the Company is required to maintain segregated special reserve

bank account for the exclusive benefit of its customers In accordance with these requirements the

Company maintained account at Citibank N.A with total balance of $103144 in cash and $7996320

in securities at fair value at December 31 2013 The securities consisted of U.S Treasury Notes

Additional funds are invested in cash management accounts administered by Peoples United and others

that are reinvested daily in money market mutual funds

The components of cash other than the segregated reserve account and cash equivalents at December 31
2013 are as follows

Money market mutual funds 10754306
Cash balances at third-party financial institution 2333973
Cash balances at Peoples United 863083

Total cash and cash equivalents 13951362

Securities at Fair Value

At December 31 2013 securities other than those segregated under federal regulations consisted of

U.S Treasury Notes with fair value of $300702

Fair Value Measurements

Accounting standards related to fair value measurements define fair value provide framework for

measuring fair value and establish related disclosure requirements Broadly fair value is defined as the

exchange price that would be received for an asset or paid to transfer liability in the principal or most

advantageous market for the asset or liability in an orderly transaction between market participants at the

measurement date Accordingly an exit price approach is required in determining fair value In support

of this principle fair value hierarchy has been established that prioritizes the inputs used to measure fair

value requiring entities to maximize the use of market or observable inputs as more reliable measures
and minimize the use of unobservable inputs Observable inputs reflect market data obtained from

independent sources while unobservable inputs generally require significant management judgment The

fair value measurement level within the hierarchy is determined based on the lowest level of any input that

is significant to the fair value measurement The three levels within the fair value hierarchy are as follows

Level Unadjusted quoted market prices for identical assets or liabilities in active markets that the

entity has the ability to access at the measurement date

Level 2Observable inputs other than quoted prices included in Level such as

quoted prices for similar assets or liabilities in active markets

quoted prices for identical or similar assets or liabilities in less active markets and

Continued



PEOPLES SECURITIES INC

Wholly Owned Subsidiary of Peoples United Bank

Notes to Financial Statements

December 31 2013

other inputs that are observable for substantially the full term of the asset or liability or

that can be corroborated by observable market data

Level Valuation techniques that require unobservable inputs that are supported by little or no

market activity and are significant to the fair value measurement of the asset or liability such as

pricing models discounted cash flow methodologies and similar techniques that typically reflect

managements own estimates of the assumptions market participant would use in pricing the asset or

liability

At December 31 2013 all of the Companys securities and cash equivalents are reported at fair value

There were no other assets and no liabilities measured at fair value at December 31 2013

When available the Company uses quoted market prices for identical securities received from an

independent nationally recognized third-party pricing service to determine the fair value of securities such

as U.S Treasury securities that are included in Level When quoted market prices for identical securities

are unavailable the Company uses prices provided by the independent pricing service based on recent

trading activity and other observable information including but not limited to market interest rate curves

referenced credit spreads and estimated prepayment rates where applicable Shares in money market

mutual funds that are included in Level are valued at the net asset value per share as reported in the

active market on which the fund is traded There are no restrictions on the redemption of these shares and

the Company is not contractually obligated to further invest in the funds

The following table summarizes the Companys assets measured at fair value on recurring basis at

December 31 2013

Fair value measurements using

Level Level Level Total

Securities U.S Treasury notes 8297022 8297022

Money market mutual funds 10754306 10754306

Total 19051328 19051328

Customer Transactions

In the normal course of business the Companys activities involve the execution settlement and financing

of various customer securities transactions These customer activities are transacted on either cash or

margin basis In margin transactions the Company extends credit to its customers collateralized by cash

equivalents and securities in the customers accounts The Company seeks to control the risks associated

with its customer activities by requiring customers to maintain margin collateral in compliance with

various regulatory requirements and internal guidelines The Company monitors the required margin levels

daily and pursuant to such guidelines requires the customer to deposit additional collateral or to reduce

positions when necessary

Customer receivables and payables include amounts due on margin transactions and cash deposits

respectively and generally represent interest-bearing balances Interest rates on receivables are set between

Continued



PEOPLES SECURITIES INC

Wholly Owned Subsidiary of Peoples United Bank

Notes to Financial Statements

December 31 2013

0.75% and 2.25% over the Companys base rate which is 1.25% over the broker call rate Interest rates on

payables are slightly below Peoples Uniteds money market deposit account rate Receivables are

generally collateralized by diversified portfolios of customer-owned margin securities that are not reflected

in the Companys financial statements

Beginning in the first quarter of 2012 the Company offered its customers the ability to have their daily

credit balances swept into FDIC-insured money market deposit account with Peoples United thereby

reducing the Companys payables to customers The money market deposit account is established for the

exclusive benefit of those customers and had balance of $144391026 at December 31 2013 that is not

included in the Companys Statement of Financial Condition

Inter-Company Transactions

The Companys financial statements reflect allocations of certain occupancy equipment and

personnel-related expenses that are paid on its behalf by Peoples United and reimbursed by the Company
Personnel-related allocations include salaries and costs attributable to the employees of the Company

participating in the pension and other benefit plans sponsored by Peoples United In the opinion of

management the expenses allocated to the Company approximate the actual costs incurred by Peoples

United

During 2013 Peoples United allocated the following expenses to the Company

Compensation and benefits 13685806
Data processing 1606826
Income tax expense 1349843

Occupancy 601149
Other 1997404

Total allocated expenses 19241028

The Company is included in the consolidated federal and combined state income tax returns filed by

Peoples United Financial Inc the parent of Peoples United For federal purposes Peoples United

Financial Inc charges or credits the Company for the portion of the consolidated income tax expense or

benefit attributable to the Companys stand-alone operations based on income for financial reporting

purposes For combined state income tax returns the Company is allocated its share of the total current tax

liability The Company also files separate tax returns in various states

For 2013 income tax expense of $1349843 was allocated to the Company using combined federal and

state tax rate of approximately 35.62% At December 31 2013 the Company had no deferred tax assets or

liabilities and no liability for unrecognized tax benefits associated with uncertain tax positions

10 Continued



PEOPLES SECURITIES INC
Wholly Owned Subsidiary of Peoples United Bank

Notes to Financial Statements

December 31 2013

Stock-Based Compensation

Stock-based compensation costs are measured based on the grant date fair value and are recognized as

expense over the requisite service period During 2013 Peoples United allocated stock-based

compensation expense of $108689 to the Company as an inter-company charge The obligation for this

expense was assumed by Peoples United and therefore was recognized by the Company as credit to

additional paid-in capital and charge to compensation expense

Net Capital Requirement

As registered broker and dealer in securities the Company is subject to the SEC Uniform Net Capital

Rule Rule 5c3-l which requires the maintenance of minimum net capital As permitted by Rule 5c3-l
the Company has elected to compute its net capital requirement at December 31 2013 using the alternative

method This method requires the maintenance of minimum net capital as defined equal to the greater of

$250000 or 2% of aggregate debit balances arising from customer transactions as defined At
December 31 2013 the Company had net capital of $17670823 which was approximately 130.4% of

aggregate debit balances and $17399787 in excess of its required net capital

10 Commitments Contingencies

As of February 28 2014 The Company has no arbitrations lawsuits or other contingencies pending

11



Schedule

PEOPLES SECURITIES INC

Wholly Owned Subsidiary of Peoples United Bank

Computation of Net Capital Under Rule 5c3-l

December 31 2013

Net capital as defmed

Total stockholders equity 20309624

Less non-allowable assets

Accrued income receivable 1249442

Prepaid assets 357169

Unsecured customer receivables 3757

Other nonallowable assets 153429

Total deductions and/or charges 1763797

Net capital before haircuts on securities positions 18545827

Haircuts on securities positions computed where applicable pursuant to

Rule 15c3-1f 875004

Net capital 17670823

Computation of alternative net capital requirement

The greater ofi $250000 or ii $271036 representing 2% of aggregate debit

items of $13551806 as shown in the formula for reserve requirements pursuant

to Rule 5c3-3 prepared as of the date of the net capital computation 271036

Excess net capital 17399787

Net capital in excess of

4% of aggregate debit items 17128751

5% of aggregate debit items 16993233

Note There is no material difference between the above computation and the Companys calculation

included in Part II of Form X-1 7A-5 as of December 31 2013 filed on January 24 2014

See accompanying report of independent registered public accounting firm

12



Schedule

PEOPLES SECURITIES INC
Wholly Owned Subsidiary of Peoples United Bank

Computation for Detennination of Reserve Requirements Under Rule 5c3-3

December 31 2013

Credit balances

Free credit balances and other credit balances in customers security accounts 15873228

Other 85766

Total credit balances 15958994

Debit balances

Debit balances in customers cash and margin accounts excluding unsecured

accounts and accounts doubtful of collection net of deductions pursuant to

Rule 15c3-3 13073444

Receivables from clearing organization 478362

Total debit balances 13551806

Less 3% of aggregate debit items 406554

Total debit balances 13145252

Reserve computation

Excess of total credits over total debits 2813742
Amount held on deposit in reserve bank accounts including qualified securities 8099464

Excess per this calculation 5285722

Note There is no material difference between the above computation and the Companys calculation

included in Part II of Form X- 7A-5 as of December 31 2013 filed on January 24 2014

See accompanying report of independent registered public accounting firm
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Schedule

PEOPLES SECURITIES INC
Wholly Owned Subsidiary of Peoples United Bank

Information Relating to Possession or Control Requirements Under Rule 5c3-3

December 31 2013

Customers fuiiy paid securities and excess margin securities not in the respondents

possession or control as of the report date for which instructions to reduce to

possession or control had been issued as of the report date but for which the required

action was not taken by the respondent within the time frames specified

under Rule 5c3-3 None

Number of items

Customers fully paid securities and excess margin securities for which instructions

to reduce to possession or control had not been issued as of the report date

excluding items arising from temporary lags which result from normal business

operations as permitted under Rule 5c3-3 None

Number of items

See accompanying report of independent registered public accounting firm
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KPMG LLP

Stamford Square

3001 Summer Street

Stamford CT 06905-4317

Report of Independent Registered Public Accounting Firm on Internal Control Pursuant to

Securities and Exchange Commission Rule 17a-5

The Board of Directors

Peoples Securities Inc

In planning and performing our audit of the financial statements of Peoples Securities Inc the

Company wholly owned subsidiary of Peoples United Bank as of and for the year ended

December 31 2013 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 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 compliance with such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g in the

following

Making the periodic computations of aggregate indebtedness or aggregate debits and net

capital under Rule 7a-3a1 and the reserve required by Rule 5c3-3e

Making the quarterly securities examinations counts verifications and comparisons and the

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 and

Obtaining and maintaining physical possession or control of all fully paid and excess margin

securities of customers as required by Rule 15c3-3

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 previously 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 U.S generally accepted accounting principles

Rule 7a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph
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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

deficiency in internal control 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 and correct misstatements on timely basis significant 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 control such that there is

reasonable possibility that material misstatement of the companys financial 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 and second

paragraphs and would not necessarily identif all deficiencies in internal control that might be material

weaknesses We did not identif any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined previously

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 2013 to meet the SECs

objectives

This report is intended solely for the information and use of the Companys Board of Directors and

management the SEC the Financial Industry Regulatory Authority Inc 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

LCP

February 28 2014
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KPMG LLP

Stamford Square

3001 Summer Street

Stamford CT 06905-4317

Report of Independent Registered Public Accounting Firm on Applying Agreed-Upon Procedures

Pursuant to SEC Rule 17a-5e4

The Board of Directors

Peoples Securities Inc

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessments and Payments

Assessment Reconciliation Form SIPC-71 to the Securities Investor Protection Corporation

SIPC for the year ended December 31 2013 which were agreed to by Peoples Securities Inc 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 compliance with

the applicable instructions of the General Assessment Reconciliation Form SIPC-7 The Companys

management is responsible for the Companys compliance with those requirements 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 listed assessment payments in Form SIPC-7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31

2013 as applicable with the amounts reported in Form SIPC-7 for the year ended December 31

2013 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working

papers noting no differences and

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers supporting the adjustments noting no differences

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance 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

February 28 2014
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