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OATH OR AFFIRMATION

I, Richard H. Lemmon, Jr.

my knowledge and belief the accompanying financial statement and supporting sched
Port Securities, Inc.

swear (or affiym) that, to the best of
ules pertaining to the firm of

, as

of December 31 ,2013, are true and correct

neither the company nor any partner, proprietor, principal officer or director has any!
classified solely as that of a customer, except as follows:

None

I further sv&ear (or affirm) that

proprietary interest in any account

~

Bnature

./

/
/

(/\ /:"/“

NoYary Public

a

This report ** contains (check all applicable boxes):
X (a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprieta

Title

rs’ Capital.

() Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.

(i) Information Relating to the Possession or Control Requirements Under Rule
Computation for Determination of the Reserve Requirements Under Exhibit

consolidation.
() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have e

X
X
X
X
U
X
X
X
O
O
X
i
O

**For conditions of confidential treatment of certain portions of this filing, see secti

Xi

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 1$c3-3.

15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Neli Capital Under Rule 15¢3-1 and the

of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial | Condition with respect to methods of

\ ) : . .
sted since the! date of the previous audit.

on 240.17a-5(e)(3).

LAmerlcn LegaiNet, Inc. @




-ACKNOWLEDGMENT

State of California
- County of Orange )

’

on . bruary 2. JO1Y.. vefore me, _ Natalie Asik , Notary Public
» (insert name and fitle of the officer)

personé"y appeared QiC‘?&vfd vah() Lemmon dr

who proved to me on the basis of satisfactory evidence to be the person(g) whose name)(é({sﬁre
cribed to the within instrument and acknow\@j to. me tha he} ey executed the'¥ame in

hisherftheir authorized capacityfiesy; and that by(his/er/their signatlire(g) on the instrument the
person(jl or the entity upon behalf of which the }A acted, ex@c ed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State d>f Califomnia that the foregoing
paragraph is true and correct. J

WITNESS my hand and official seal. |
/ (Seal)
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Elizabeth Tractenberg, CPA

3832 SHANNON ROAD g
LOS ANGELES, CALIFORNIA 90027 é
323/669-0545 — Fax 323/978-5089

elizabeth@tractenberg.net
PCAOB # 3621

Report of Independent Auditor
Board of Directors

Port Securities, Inc.
Newport Beach, California

Report on the Financial Statements

I have audited the accompanying statement of financial condition of Port:Securities, MC as of December
31, 2013 and related statements of income, changes in stockholder’s equity, and changes in financial
condition for the year then ended that are filed pursuant to Rule 17a-5 under the Securities Exchange
Act of 1934, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial istatements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant fto the preparation and fair
presentation of financial statements that are free from material misstatem]ient, whether idue to fraud or
error. 1

i

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements blased on my érudxt I conducted
my audit in accordance with the auditing standards generally accepted in! 'the United Skates of America.
Those standards require that I plan and perform the audit to obtain reasoﬁable assuranbe about whether
the financial statements are free of material misstatement. {

An audit involves performing procedures to obtain audit evidence about J.he amounts ind disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statemer*ts whether due to fraud or
error. In making those risk assessments, the auditor considers internal coiltrol relevanq to the Company’s
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 Company’s internal control. Accordingly, I express no such opinion. m audit alsd includes
evaluating the appropriateness of accounting policies used and the reasoﬁableness of slgmﬁcant
accounting estimates made by management, as well as evaluating the overall presentation of the

financial statements. ' '



Port Securities, Inc.
Newport Beach, California
Page 2

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my

audit opinion.

Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Port Securities, Inc. as of December 31, 2012, and the results of its operations and
its changes in financial position for the year ended in accordance with actounting principles generally

accepted in the United States of America.
Other Matter

My audit was conducted for the purpose of forming an opinion on the ba
a whole. The supplementary information contained in Schedules I, I and
of additional analysis and is not a required part of the basic financial state
information required by rule 17a-5 under the Securities and Exchange Ac
the responsibility of management and was derived from, and relates direc

sic financial statements taken as
1 III is presented for purposes
zments, but is supplementary

t of 1934. Such information is
tly to, the underlying

accounting and other records used to prepare the financial statements. The information in Schedules L, II

and III has been subjected to the auditing procedures applied in the audit
certain additional procedures, including comparing and reconciling such

of the financial statements and
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 my opinion, the information

in Schedules I, II and III is

fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Elizabeth Tractenberg, CPA
Los Angeles, CA
February 25, 2014




Port Securities, Inc.
Statement of Financial Condition
December 31, 2013

Assets

Cash - checking
Clearing deposit
Commissions receivable
Deposits

Prepaid expenses

Furniture and equipment, net of accumulated depreciation $7,786

Total Assets

Liabilities and Stockholder's Equity

Liabilities
Accounts payable and accrued expenses

Commissions payable
Total Liabilities

Stockholder's Equity
Common stock (1,500 shares authorized and 51 shares issued
and outstanding, no par value)
Paid-in capital

Retained earnings
Total Liabilities and Stockholder's Equity

See Accompanying Notes to Financial Stateme
3

nts

$ 1,500
27,000
63.358

$ 73,376
26,289
11,374

393
7,644

$119,076

$ 15,836
11,382

27,218



Port Securities, Inc.
Statement of Income
For the Year Ended December 31, 2013
Revenues
Commissions $ 220,056
Miscellaneous income = 74
Total Revenues _220.130
Direct Costs
Clearing charges 30,603
Commissions expense 72,868
Data and communications _1. 3551
Total Direct Costs 107,022
Gross Profits 113,108
Operating Expenses
Auto C 1,179
Depreciation j 1,649
Insurance 1,028
Office expense 4,772
Professional services 5,451
Regulatory fees 1,674
Rent 8,157
Salaries, wages and related expenses 27,579
Telephone 5,086
Travel and entertainment 25,740
All others 16,775
Total Operating Expenses _105.090
Income Before Tax Provision 8,018
Income Tax Provision _1 800
Net Income $ | 7218
See Accompanying Notes to Financial Statements
4




Port Securities, Inc.
Statement of Financial Condition
December 31, 2013

Assets

Cash - checking
Clearing deposit
Commissions receivable
Deposits

Prepaid expenses

Furniture and equipment, net of accumulated depreciation $7,786

Total Assets

Liabilities and Stockholder's Equity

Liabilities
Accounts payable and accrued expenses

Commissions payable

Total Liabilities

Stockholder's Equity
Common stock (1,500 shares authorized and 51 shares issued
and outstanding, no par value)
Paid-in capital

Retained earnings

Total Liabilities and Stockholder's Equity

See Accompanying Notes to Financial Stateme
3

nts

$ 1,500
27,000
63.358

$ 73,376
26,289
11,374

393
7,644

$119.076

$ 15,836
11,382

27,218

91,858



Port Securities, Inc.
Statement of Changes in Financial Condition
December 31, 2013
Cash Flows from Operating Activities:
Net income $ 7,218
Depreciation 1,649
Changes in operating assets and liabilities:
Commissions receivable (604)
Prepaid expenses (5,854)
Accrued expenses 16,740
Net cash provided by operating activities 19,149
Cash Flows for Investing Activities:
Furniture and equipment (1,649)
Net cash used for investing activities L (1,649
Cash Flows for Financing Activities
Capital distribution 1.000)
Net cash used in financing activities L (1.,000)
Net increase in cash ‘ 16,500
»
Cash at beginning of year 56.876
Cash at end of year $. 73376
SUPPLEMENTAL INFORMATION :
Interest paid $ . -
Income taxes paid $ 800
See Accompanying Notes to Financial Statements
6




Port Securities, Inc.
Notes to Financial Statements

December 31, 2013

Note 1 — Organization and Nature of Business ’

I
Port Securities, Inc. (the “Company”) was incorporated in the State of California on July 9, 1997. The
Company is a registered broker-dealer with the Securities and Exchange Commission (SEC), the
Financial Industry Regulatory Authority (“FINRA”), Municipal Securitiés Rulemaking Board
(“MSRB”), and the Securities Investor Protection Corporation (“SIPC”).;

i

Note 2 - Significant Accounting Policies

Basis of Presentation — The Company conducts the following types of business as a securities broker-
dealer, which comprises several classes of services, including;

. Broker or dealer retailing corporate equity securities over-the-counter

. Broker or dealer selling corporate debt securities

. Mutual fund retailer

. Municipal securities broker

. Broker or dealer selling variable life insurance or annuities

. Put and call broker or dealer or option writer :

. Non-exchange member arranging for transactions in listed securities by exchange

member !
J Private placements of securities

Under its membership agreement with FINRA and pursuant to Rule 15¢ (k) (2) (ii), the Company
conducts business on a fully disclosed basis and does not execute or cle I securities transactions for
customers. Accordingly, the Company is exempt from the requirement of Rule 15¢3-3 under the

Securities Exchange Act of 1934 pertaining to the possession or control df customer assets and reserve
requirements. |

Commissions — Commissions and related clearing expenses are recorded on a trade-date basis as
securities transactions occur.

Provision for Income Taxes - The Company has elected to be taxed under the provisions of subchapter
S of the Internal Revenue Code and comparable State of California statutes wherein the Company’s

taxable federal and state income is taxed directly to the stockholder. Additionally, the state of California
imposes a 1.5% state franchise tax on the corporation’s taxable income.

|
The accounting principles generally accepted in the United States of America provides accounting and
disclosure guidance about positions taken by an organization in its tax reﬁms that might be uncertain.
Management has considered its tax positions and believes that all of the positions taken by the Company
in its Federal and State organization tax returns are more likely than not to be sustained upon
examination. The Company is subject to examinations by U.S. Federal apd State tax authorities from
2010 to the present, generally for three years after they are filed. i




Port Securities, Inc.
Notes to Financial Statements
December 31, 2013

Note 2 — Significant Accounting Policies (continued)

Depreciation — Depreciation is provided on a straight-line basis using estimated useful lives of five to
ten years. Leasehold improvements are amortized over the lesser of the economic useful life of the
improvement or the term of the lease.

Statement of Changes in Financial Condition - The Company has defined cash equivalents as highly
liquid investments, with original maturities of less than three months that are not held for sale in the
ordinary course of business.

Note 3 - Fair Value |

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and establishes a
fair value hierarchy which prioritizes the inputs to valuation techniques. Fair value is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. A fair value measurement assumeg that the transaction to sell the
asset or transfer the liability occurs in the principal market for the asset or liability or, in the absence of a
principal market, the most advantageous market. Valuation techniques tOhFat are consistent with the
market, income or cost approach, as specified by FASB ASC 820, are uséd to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques usdd to measure fair value into
three broad levels:

e Level 1 inputs are quoted prices (unadjusted) in active mah'kets for identical assets or
liabilities the Company has the ability to access. |

e Level 2 inputs are inputs (other than quoted prices mcludéd within level 1) that are
observable for the asset or liability, either directly or mdmectly

r

¢ Level 3 inputs are unobservable inputs for the asset or haﬁnhty and rely on management’s
own assumptions about the assumptions that market participants would use in pricing the
asset or liability. (The unobservable inputs should be devbloped based on the best
information available in the circumstances and may include the Company’s own data.)

The following table presents the Company’s fair value hierarchy for those assets and liabilities measured
at fair value on a recurring basis as of December 31, 2013. |

Fair Value Measurements on a Recurring ihsis

As of December 31, 2013 |
Level 1 Level 2 Level 3 Total
Assets
Cash $73,376 $ - $ | - $73,376
Clearing deposits 26,289 26,289
Total $99.665 - 8§ - 399,665

8




Port Securities, Inc.
Notes to Financial Statements
December 31, 2013

Note 4 — Receivable From and Payable to Broker-Dealers and Cleariing Organizations

Amounts receivable from and payable to broker-dealers and clearing organizations at December 31,

2013, consist of the following:
Receivable
Fees and commissions receivable/payable $11,374

The Company clears certain of its proprietary and customer transactions
on a fully disclosed basis.

Note 5 - Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in w

Payable
$11,382

through another broker-dealer

hich counter-parties primarily

include broker-dealers, banks, and other financial institutions. In the event counter-parties do not fulfill

their obligations, the Company may be exposed to risk. The risk of defa
creditworthiness of the counter-party or issuer of the instrument. It is th
as necessary, the credit standing of each counter-party.

Note 6 — Net Capital Requirements

1t depends on the
Company’s policy to review,

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rulé 15¢3-1), which requires the

maintenance of minimum net capital and requires that the ratio of aggreg,
both as defined, shall not exceed 15 to 1. Rule 15¢3-1 also provides that

ate indebtedness to net capital,
equity capital may not be

withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to 1. At December

31, 2013, the Company had net capital of $83,821 which was $78,821 in
capital of $5,000. The Company’s net capital ratio was .32 to 1.

Note 7 - Income Taxes

excess of its required net

As discussed in Note 2 - Significant Accounting Policies, the Company is subject to a 1.5% tax on net
income over the minimum tax of $800. At December 31, 2013, the Company recorded the minimum

franchise tax of $800.

Note 8 — Deposit — Clearing Organization

The Company has an agreement with a clearing broker which requires a minimum deposit of $25,000.




Port Securities, Inc.
Notes to Financial Statements
December 31, 2013

Note 9— Exemption from the SEC Rule 15¢3-3

The Company is an introducing broker-dealer that clears all transactions with and for customers on a
fully disclosed basis with an independent securities clearing company and promptly transmits all
customer funds and securities to the clearing company, which carries all bf the accounts of such
customers and maintains and preserves such books and records pertaining thereto pursuant to the
requirements of the SEC Rule 17a-3 and 17a-4, as are customarily made and kept by a clearing broker or

dealer.

Note 10 — SIPC Supplementary Report Requirement

The Company is not required to complete the SIPC Supplementary Report under SEC Rule 17a-5(¢) (4)
for fiscal year ending December 31, 2013 because the Company’s SIPC Net Operating Revenues are

under $500,000.

Note 11 — Subsequent Events

Management has reviewed the results of operations for the period of time from its year end
December 31, 2013 through February 25, 2014, the date the financial statements were available
to be issued, and has determined that no adjustments are necessary to the/amounts reported in
the accompanying combined financial statements nor have any subsequent events occurred, the

nature of which would require disclosure.

10




Port Securities, Inc.

Computation of Net Capital Requirements Pursuant
To Rule 15¢3-1

December 31, 2013
Computation of Net Capital
Total ownership equity from statement of financial condition $ 91,858
Nonallowable assets:
Deposits (393)
Prepaid expenses (7.644)
Net Capital $§ 83821

Computation of Net Capital Requirement
Minimum net aggregate indebtedness -

6-2/3% of net aggregate indebtedness $ 1,815
Minimum dollar net capital required 5.000
Net Capital required (greater of above amounts) $ 5.000

Excess Capital $ 78821

Excess net capital at 1000% (net capital less 10% of
aggregate indebtedness) $ 81.099
Computation of Aggregate Indebtedness
Total liabilities $ 27218
Ration of debt to net capital 0.32

The following is a reconciliation of the above net capital computation with the
Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):

Net Capital per Company's Computation $ 83,820
Variance:

Rounding 1
Net Capital per Audit Report $ 83.821

See Accompanying Notes to Financial Statements
i1




Port Securities, Inc.

Schedule II - Computation for Determination of Reserve
Requirements Pursuant to Rule 15¢3-3

As of December 31, 2013

A computation of reserve requirement is not applicable to Port Securities, Inc. as the Company qualifies
for exemption under Rule 15¢3-3 (k) (2) (ii).

12




Port Securities, Inc.
Schedule III - Information Relating to Possession or Control
Requirements under Rule 15¢3-3

As of December 31, 2013

Information relating to possession or control requirements is not applicable to Port Securities, Inc. as the
Company qualifies for exemption under Rule 15¢3-3 (k) (2) (ii).

13




Elizabeth Tractenberg, CPA|

3832 SHANNON ROAD
LOS ANGELES, CALIFORNIA 90027
323/669-0545 — Fax 323/978-5089

elizabeth@tractenberg.net
PCAOB # 3621

PART 1I
Report on Internal Control Required by SEC Rule 17
Broker-Dealer Claiming an Exemption from SEC

Board of Directors
Port Securities, Inc.
Newport Beach, CA

In planning and performing my audit of the financial statements of Port §
as of and for the year ended December 31, 2013, in accordance with audi
accepted in the United States of America, I considered the Company’s in|
reporting (internal control) as a basis for designing my auditing procedun
my opinion on the financial statements, but not for the purpose of exprest
effectiveness of the Company’s internal control. Accordingly, I do not ex
effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g) (1) of the Securities and Exchange Cq
a study of the practices and procedures followed by the Company includi

a-5(g) (1) for a
Rule 15¢3-3

securities, Inc. (the Company),
ting standards generally

ternal control over financial

es for the purpose of expressing
5ing an opinion on the

press an opinion on the

ymmission (SEC), I have made
ng consideration of control

activities for safeguarding securities. This study included tests of such practices and procedures that I
considered relevant to the objectives stated in Rule 172a-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 customers or perform custodial functions relating to customer securities, 1

did not review the practices and procedures followed by the Company m

1. Making quarterly securities examinations, counts, verifications, and ¢
differences required by Rule 17a-13

any of the following:

Qmparisons and recordation of

2. Complying with the requirements for prompt payment for securities ulixder 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 expe
controls and of the practices and procedures referred to in the preceding
those practices and procedures can be expected to achieve the SEC's prey
Two of the objectives of internal control and the practices and procedure
with reasonable but not absolute assurance that assets for which the Com
safeguarded against loss from unauthorized use or disposition, and that t1

financial statements in conformity with generally accepted accounting p
additional objectives of the practices and procedures listed in the precedi

14

b

ted benefits and related costs of

paragraph and to assess whether
viously mentioned objectives.
s are to provide management

pany has responsibility are

ransactions are executed in
accordance with management's authorization and recorded properly to pe

rmit the preparation of
inciples. Rule 17a-5(g) lists

g paragraph.



Board of Directors
Port Securities, Inc.
Page 2

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.

A deficiency in internal control over financial reporting 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 and correct misstatement on a timely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement of the Company’s financial statements will not be
prevented or detected and corrected on a timely basis.

My 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. I did not identify any deficiencies in internal control and control activities for safeguarding
securities that I consider to be material weaknesses, as defined previously.

I 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 my study, I believe that the Company's practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2013 to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, and FINRA, and other regulatory agencies that rely on Rule 17a-5(g) 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.

Elizabeth Tractenberg, CPA
Los Angeles, California
February 25, 2014
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