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OATH OR AFFIRMATION

I. Joe M. Thomson .swear (or affirm) that, to the
best of my knowledge and beliel the accompanying financial statement and supporting schedules  pertamning to the firm of
Pacer Financial, Inc. , as of
December 31 . 2013, are true and correct. I further swear (or affirm) that nerther the company

nor any partner. proprictor. principal officer or director has any proprictary interest in any account classified soley as that of
a customer. except as follows:
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This report™* contains (check all applicable boxes):
(a) Facing page.
X (b)  Statement of Financial Condition.
[T(¢) Statement of Income (Loss).
[J(d) Statement of Cash Flows.
[1e) Statement of Changes in Stockholders™ Equity or Partners” or Sole Proprictor’s Capital.
C](  Statement of Changes in Liabihities Subordinated to Claims of Creditors.
[1(g) Computation of Net Capital.
[j (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
16y Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
L1(G) 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 L] (k) A Reconcihation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
Eﬂ (1) An Oath or Affirmation.
[CJ(m) A copy of the SIPC Supplemenial Report.
N/A [Itn) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
[lo) 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,

Report on the Financial Statement

We have audited the accompanying financial statement of Pacer Financial, Inc. (the “Company”) which comprises
the statement of financial condition as of December 31, 2013, that is filed pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934, and the related notes to the financial statement.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of this financial statement in accordance with
accounting principles generally accepted in the United States of America; 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.

Auditor's Responsibility

Our responsibility is to express an opinion on this financial statement 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 statement is free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statement. The procedures selected depend on the auditor's judgment, including the assessment of the risks
of material misstatement of the financial statement, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the Company's preparation and fair presentation of the financial
statement 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 Company's 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 statement.

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

Opinion

In our opinion, the financial statement referred to above presents fairly, in all material respects, the financial
position of Pacer Financial, Inc. as of December 31, 2013, in accordance with accounting principles generally
accepted in the United States of America.

Pareecl s 47%,

Abington, Pennsylvania
February 19, 2014



Pacer Financial, Inc.

Statement of Financial Condition

December 31, 2013

Assets

Cash and cash equivalents $ 585,862

Commissions and fees receivable 217,975

Other assets 10,269
Total assets $ 814,106

Liabilities and Stockholders' Deficit

Liabilities
Accrued interest payable to stockholder $ 178,512
Accrued expenses 17,572
Due to affiliate 119,497
315,581
Commitments and contingencies and guarantees:
Subordinated borrowings 600,000
Total liabilities 915,581
Stockholders' Deficit
Common stock, no par value -1,000 shares authorized
1,000 issued and outstanding 100,000
Additional paid-in capital 9,672,503
Accumulated deficit ( 9,873,978)
Total stockholders' deficit ( 101,475)
Total hiabilities and stockholders' deficit $ 814,106

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

Notes to Financial Statements
December 31,2013

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.

2. 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, 2013, in the accompanying financial statements.

The Company recognizes and discloses uncertain tax positions in accordance with accounting principles
generally accepted in the United States of America (GAAP). As of, and during the year ended
December 31, 2013 the Company did not have liability for unrecognized tax benefits. The Company is
no longer subject to examination by federal and state taxing authorities prior to 2010,

Fair value - The Company utilizes various methods to measure the fair value of most of its investments
on a recurring basis. GAAP establishes a hierarchy that prioritizes inputs to valuation techniques used to
measure fair value. The three levels of inputs are as follows:

Level 1. Unadjusted quoted prices in active markets for identical assets or liabilities that the company
has the ability to access.

Level 2. Observable inputs other than quoted prices included in level 1 that are observable for the
asset or liability either directly or indirectly. These inputs may include quoted prices for the identical
instrument on an inactive market, prices for similar instruments, interest rates, prepayment speeds,
credit risk, yield curves, default rates, and similar data.



Pacer Financial, Inc.

Notes to Financial Statements (Continued)
December 31, 2013

2.

Summary of Significant Accounting Policies (Continued)

Level 3. Unobservable inputs for the asset or liability to the extent that relevant observable inputs are
not available, representing the company's own assumptions about the assumptions that a market
participant would use in valuing the asset or liability, and that would be based on the best
information available.

The availability of observable inputs can vary from security to security and is affected by a wide variety
of factors, including, for example, the type of security, whether the security is new and not yet
established in the marketplace, the liquidity of markets, and other characteristics particular to the
security. To the extent that valuation is based on models or inputs that are less observable or
unobservable in the market, the determination of fair value requires more judgment. Accordingly, the
degree of judgment exercised in determining fair value is greatest for instruments categorized in level 3.

The inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such
cases, for disclosure purposes, the level in the fair value hierarchy within which the fair value
measurement falls in its entirety is determined based on the lowest level input that is significant to the
fair value measurement in its entirety.

The following table summarizes the valuation of the Company’s investments by the above fair value
hierarchy levels as of December 31, 2013:

Securities owned: Level 1 Level 2 Level 3
Money market funds $ 149,509 $ - $ -

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 February 14,
2014 the date the financial statements were available to be issued and has determined that there was a
subsequent events requiring disclosure in these financial statements.

Concentrations

The Company has not generated significant revenues to maintain its operations, and thus has been
dependent on the Parent to make capital contributions from time to time to support its operations and to
maintain compliance with SEC Rule 15¢3-1. The Company will likely continue to depend on the Parent for
these capital contributions. The Parent has committed to continue providing the necessary capital to
maintain compliance with SEC Rule 15¢3-1.

Computation for Determination of Reserve Requirements

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



Pacer Financial, Inc.

Notes to Financial Statements (Continued)
December 31,2013

5. Net Capital Requirements

The Company is a member of the FINRA and is subject to the SEC Uniform Net Capital Rule 15¢3-1.
This Rule requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December 31, 2013, the
Company’s net capital was $267,291 which was $258,153 in excess of its minimum requirement of
$9,138. The Company’s net capital ratio was 0.51 to 1.

6. Liabilities Subordinated to Claims of General Creditors

There are two borrowings under a subordination agreement at December 31, 2013. The first is a $200,000
Subordinated Loan Agreement, 6%, originally due July 31, 2007 with an amended maturity to August 10,
2016 executed during the year. The second borrowing is a $400,000 loan, 5%, originally due January 31,
2009 with an amended maturity to January 31, 2016 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, 2013 under such
borrowings was $32,000.

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 he Company.

The Company leases its office space under a non-cancellable lease that was renewed effective June 1,
2013 and extends through 2017. The Company leases from an entity partially owned by its majority
stockholder. 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. This sublease agreement which expired March 31, 2013 was renewed though 2017.

Future minimum lease payments net of sublease payments for the year ended December 31, 2013 are as

follows:
Year Amount
2014 $ 70,292
2015 $ 72,400
2016 3 74,573
2017 $ 76,810



