{__ LVID AT VAL

OMB Number: 3235-0123

o DRI o R ot e

02007340 hours per response . .. 12.00
D\ ANNUAL AUDITED REPORT T M v

FORM X-17A-5 0
PART Il

FACING PAGE

Information Required of Brokers and Dealers Pursuant to.
Securities Exchange Act of 1934 and Rule 17a-5 Thereundet /
REPORT FOR THE PERIOD BEGINNING __ 01/01/01 ___ AND ENDING 12/31/01

MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:
Brownstone Investment Group, LLC

OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIE 1D MO
633 Third Avenue -
No. and Street)
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
(212) 661-6265

(Area Code — Teephone No.)

Douglas Lowey

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report®

Richard A. Eisner & Company, LLP

Name — if indivicua!, state @, fus:. muddie name)

575 Madison Avenue NY NY 10022
(Address) {Cury) (State) Zip Code)
CHECK ONE: PROCESSED
X Certified Public Accountant
Z Public Accountamt 4/ MAR 202002
— Accountant not resident in United States or any of its possessions. THOW, S:ON
FOR OFFICIAL USE ONLY | I SRR T N

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemplion. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

L Douglas Lowey swear (or affirm) that, to the

best of my knowledge and belief the accompanying finandal statement and supporting schedules pertaining to the firm of
Brownstone Investment Group, LLC o

2001
December 31 are true and correct. 1 further swear (or affirm) that nejther the company
nor any partner, proprietor, principal ofﬁcer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

Dty R,
T s

President

Titke

o 9;;9;%@ 2‘2‘ for
‘ JANNETTE |I. SANTIAGO

<> Nowry Pubbic \_ Notary Public, State of New York

No. 01SA6056371
Qualified In New York County
Commission Expires 03/19/20 %}

This report** contains (check all applicable boxes):

T (a) Facing page.

X (b) Statement of Financial Condition.

S (¢) Statement of Income (Loss).

T (d) Statement of Changes in Financial Condition.

2 (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

T (D Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Z (g) Compuation of Net Capital

~“Z (h) Computaton for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

— (1) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

Z () A Recondiliation, including appropriate explanauon, of the Computauon of Net Capital Under Rule 15¢c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

Z (k) A Reconciliauon between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

X () An Oath or Affirmation.

Z (m)A copy of the SIPC Suppiemental Report.

{n) A report describing any material inadequaciss found 1o exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatmen: of certain portions of this filing, see section 240.17a-5(e)(3).




BROWNSTONE INVESTMENT GROUP, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2001




Richard A. Eisner & Company, LLp
E I S n e r Accountants and Consultantsy

575 Madison Avenue

New York, NY 10022-2597

Tel 212.3565.1700 Fax 212.355.2414
www.eisnerlipcom

INDEPENDENT AUDITOR'S REPORT

To the members of
Brownstone Investment Group, LLC

We have audited the accompanying statement of financial condition of Brownstone Investment
Group, LLC as of December 31, 2001. This financial statement is the responsibility of the Company's
management. 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 includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statement. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

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

financial position of Brownstone Investment Group, LLC as of December 31, 2001, in conformity with
accounting principles generally accepted in the United States of America.

Beedorel A &%@7 92/

New York, New York
January 24, 2002

Member of Summit International Associates, Inc.




BROWNSTONE INVESTMENT GROUP, LLC

Statement of Financial Condition
December 31, 2001

ASSETS

Cash

Securities owned, at market value

Securities not readily marketable, at estimated fair value
Dividends and interest receivable

Other assets

LIABILITIES AND MEMBERS' EQUITY

Liabilities:
Securities sold, not yet purchased, at market value
Due to broker
Accrued expenses and other liabilities

Commitments

Members' equity

See notes to statement of financial condition

$ 78,854
33,918,482
59,100
366,927

82,167

$ 34,505,530

$ 12,140,436
8,326,130

332,384

20,798,950

13,706,580

$ 34,505,530




BROWNSTONE INVESTMENT GROUP, LLC

Notes to Statement of Financial Condition
December 31, 2001

NOTE A - ORGANIZATION

Brownstone Investment Group, LLC (the "Company") is a limited liability company organized primarily to engage
in high-yield debt securities transactions solely for its own account. The Company is registered as a broker-
dealer in securities with the Securities and Exchange Commission (the "SEC"), and is a member of the National
Association of Securities Dealers, Inc.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES

(11

[2]

[3]

[4]

Securities transactions:

The Company records transactions in securities and the related revenue and expenses on a trade-date
basis.

Securities owned and securities sold, not yet purchased, are stated at market value with the resulting
unrealized gains and losses reflected in net gain from principal transactions.

Securities which do not have a readily ascertainable market value are valued at their estimated fair value as
determined by management.

Income taxes:

No provision for federal income taxes has been made since, as a limited liability company, the Company is
not subject to income taxes. The Company's income or loss is reportable by its members on their individual
tax returns.

Furniture, equipment and depreciation:

Furniture and equipment are recorded at cost. Depreciation is computed using the straight-line method over
the estimated useful life of the related asset.

Estimates:

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statement. Actual results could differ from those estimates.




BROWNSTONE INVESTMENT GROUP, LLC

Notes to Statement of Financial Condition
December 31, 2001

NoOTE C - SECURITIES OWNED, SECURITIES NOT READILY MARKETABLE AND SECURITIES SOLD, NOT YET PURCHASED

Securities owned and securities sold, not yet purchased, at December 31, 2001 consist of:

Securities
Securities  Sold, not yet
Owned Purchased
Corporate bonds $ 32,285,684 $12,140,436
Equity securities 1.632,798
$33,918.482 $12,140.436

The Company has sold securities that it does not currently own and will therefore be obligated to purchase such
securities at a future date. The Company has recorded these obligations in the financial statements at
December 31, 2001, at market value, and will incur a loss if the market value of the securities increases
subsequent to December 31, 2001. The Company monitors its positions continuously to reduce the risk of
potential loss due to changes in market value.

NOTE D - PAYABLE TO CLEARING BROKER AND CONCENTRATION OF CREDIT RISK

The clearing and depository operations for the Company's proprietary transactions are provided by two brokers
pursuant to clearance agreements.

At December 31, 2001, the due to clearing broker in the statement of financial condition represents the
Company's net acquisition of securities and is collateral for the short positions. Substantially all securities owned,
reflected on the statement of financial condition, are positions held by the clearing broker.

The Company maintains cash in bank accounts, which, at times, may exceed federally insured limits. The
Company has not experienced any losses in such accounts and believes it is not exposed to any significant credit
risk on cash.

NOTE E - NET CAPITAL REQUIREMENT

The Company is subject to the SEC's rule 15¢3-1 that specifies minimum net capital requirements for registered
broker-dealers. The Company computes its net capital under the alternative method permitted by the rule, which
requires that the broker-dealer maintain minimum net capital of $100,000. As of December 31, 2001, the
Company had net capital, as defined, of $7,070,948 which exceeded its requirement by $6,970,948. The
Company's ratio of aggregate indebtedness to net capital was .05 to 1 at December 31, 2001.




BROWNSTONE INVESTMENT GROUP, LLC
Notes to Statement of Financial Condition
December 31, 2001

NOTE F - LEASES

The Company occupies office space under a lease expiring on May 31, 2005. Minimum future annual rental
payments at December 31, 2001 are as follows:

2002 $ 119,070
2003 119,070
2004 119,070
2005 119,070

476,280

NOTE G - RETIREMENT PLAN

Effective July 1, 2000 the Company has a 401(k) profit-sharing plan covering all eligible employees as defined in
the plan. Contributions are made at the discretion of employees.

NOTE H - SUBSEQUENT EVENTS

Subsequent to December 31, 2001, members withdrew capital of approximately $5,760,000.




