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OATH OR AFFIRMATION

\ 1, Nadine Lucas , swear (or affirm) that, to the best of
‘\m'y knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

EAINVEST SECURITIES, INC. ) as

of December 31, 2004 , 20 , are true and correct. I further swear (or affirm) that

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

CRAIG M, HOWELL |
COMM. #1337580

WMMW

i m
iﬁ 3 Notary Public-Caltfornia &8 %fgnature
SAN FRANCISCO COUNTY =

/My Comm. Exp. Jan 5, 2006

¢ X

I~ Notary Public

President

his report ** contams (check all apphcable boxes):
(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 Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(3) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
& (1) An Oath or Affirmation.
[0 (m) A copy of the SIPC Supplemental Report.
&d (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

0O Ooodooooasg

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
L
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EAINVEST SECURITIES, INC.
Statement of Financial Condition
December 31, 2004
with

Reports of Independent Auditors

This report is deemed a PUBLIC DOCUMENT in accordance with Rule 17a-5(e)(3)
under the Securities and Exchange Act of 1934. '
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Report of Independent Auditors

The Board of Directors
EAINVEST SECURITIES, INC.

We have audited the accompanying statement of financial condition of EAINVEST

.SECURITIES, INC., as of December 31, 2004. The statement of financial condition is the

responsibility of the management of EAINVEST SECURITIES, INC. Our responsibility is to
express an opinion on the 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. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statement of financial condition. 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 statement of financial condition referred to above presents fairly, in all
material respects, the financial position of EAINVEST SECURITIES, INC. as of December
31, 2004, in conformity with accounting principles generally accepted in the United States.

Wkon Makbe Locrioo Mok & Hlail™
Wilson Markle Stuckey Hardesty & Bot ‘

February 15, 2005 _
-

Certified Public Accountants - A Professional Corporation
101 LARKSPUR LANDING CIRCLE, SUITE 200, LARKSPUR, CA 94939
Tel: 415-925-1120 ¢ ¢ Fax: 415-925-1140 ¢ ¢ Internet: www.wmshb.com
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EAINVEST SECURITIES, INC.
Statement of Financial Condition
December 31, 2004

Assets
Current assets
Cash and casH equivalents
Deposit with clearing broker
Receivable from clearing broker
Prepaid expenses and other current assets
Total current assets

Total assets

Liabilities and Stockholder's Equity
Current liabilities
Payable to clearing broker
Accounts payable and accrued liabilities
Total current liabilities
Stockholder's equity

Common stock, $.001 par value, 10,000,000 shares
authorized, issued and outstanding

Additional paid in capital
Accumulated deficit
Total stockholder's equity

Total liabilities and stockholder's equity

See accompanying notes

-2-

77,741
25,000
2,407

16,738

121,886

121,886

2,551

1,498

4,049

10,000
595,900

(488,063)

117,837

121,886
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EAINVEST SECURITIES, INC.
Notes to Statement of Financial Condition
December 31, 2004

Note 1 — Basis of presentation and summary of significant accounting policies

Basis of presentation

The accompanying statement of ﬁnancial condition includes the accounts of
EAINVEST SECURITIES, INC. (the “Company”). The Company is a wholly owned
subsidiary of BenefitStreet, Inc.

The Company was incorporated in Delaware on July 31, 2000, and is a broker-
dealer registered with the Securities and Exchange Commission (“SEC”) and a
member of the National Association of Securities Dealers (“NASD").

Nature of operations

The Company provides, through its website, tools and services for registered
investment advisors. Through its clearing broker-dealer, the Company offers
custodial services and an online brokerage platform, as well as a broad range of
products available for investment advisors to use with their clients.

Basis of accounting

The statement of financial condition of the Company has been prepared under
accounting principles generally accepted in the United States and reflect the
following significant policies.

Revenue recognition

Commissions and fees are earned by the Company through the sale of equities,
bonds and mutual funds and are recorded on an accrual basis. Commissions are
earned from trading equities, bonds and mutual funds. 12b-1 fees and mutual fund

distributions are earned based on custodied assets. Investment income is recorded

as earned.

Cash and cash equivalents

Cash and cash equivalents consist of amounts on deposit with a financial institution
in checking and money market accounts, all available on demand.

-3-
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EAINVEST SECURITIES, INC.
Notes to Statement of Financial Condition
December 31, 2004

Note 1 — Basis of presentation and summary of significant accounting policies (continued)

Fair value of financial instruments

Substantially all assets and liabilities carried at historical cost or contract value
approximate fair value due to their relative short-term nature.

Advertising costs

Costs incurred for producing and communicating advertising will be expensed when
incurred.

Use of estimates

The preparation of the statement of financial condition in conformity with accounting
principles generally accepted in the United States requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosures of contingent assets and contingent liabilities at the date of the
statement of financial condition and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Note 2 — Transactions with parent company

The Company utilizes services and business facilities owned or leased by its parent
company in conducting business activities. For the year ended December 31, 2004,
the Company was charged a total of $168,315 as reimbursement for admlmstranve
personne! and other support provided by the parent company.

Note 3 - Income taxes

The Company provides for income taxes for all transactions that have been
recognized in the statement of financial condition, determined in accordance with
Statement of Financial Accounting Standards (“SFAS”) No. 109, “Accounting for
Income Taxes.” As of December 31, 2004, the Company had a deferred tax asset
that has been fully offset by a valuation allowance.

4-
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EAINVEST SECURITIES, INC.
Notes to Statement of Financial Condition
December 31, 2004

Note 3 — Income taxes (continued)

The deferred tax asset consists principally of a net operating loss carryforward of
approximately $488,000. The carryforward expires from 2022 and 2024, if not
utilized. Ultilization of the loss carryforward is subject to annual limitation in the event
of an ownership change, as defined in Internal Revenue Code Section 382. On
October 22, 2002, an ownership change did occur. The annual limitation on the
utilization of approximately $104,000 of the net operating loss carryforward has not
yet been determined.

Note 4 — Net capital requirement

As a registered broker-dealer, the Company is subject to the Uniform Net Capital
Rule 15¢c3-1 of the SEC (the “Rule”). The Rule requires the maintenance of
minimum net capital, as defined under the Rule, equivalent to the greater of $5,000
or 12.5% of aggregate indebtedness, as defined under the Rule.

As of December 31, 2004, the Company had net capital, as defined under the Rule,
of $100,444 which exceeded the minimum requirement of $5,000 by $95,444. The
Company’s aggregate indebtedness, as defined under the Rule, was 4% of its net
capital.



(3

Report of Independent Auditors on Internal Accounting Control
Required by SEC Rule 17a-5

The Board of Directors and Stockholders
EAINVEST SECURITIES, INC.

We have audited the statement of financial condition of EAINVEST SECURITIES, INC.
at December 31, 2004, and have issued our report thereon dated February 15, 2005.
As part of our audit, we made a study and evaluation of the Company's system of
internal accounting control to the extent we considered necessary to evaluate the
system as required by generally accepted auditing standards. The purpose of our study
and evaluation, which included obtaining an understanding of the accounting system,
was to determine the nature, timing and extent of the auditing procedures necessary for

‘expressing an opinion on the statement of financial condition.

We also studied the practices and procedures followed by the Company in making the
periodic computations of aggregate indebtedness and net capital under rule 17a-
3(a)(11) and the procedure for determining compliance with the exemptive provisions of
rule 15¢3-3. We did not review the practices and procedures followed by the Company
in making the quarterly securities examinations, counts, verifications and comparisons,

~ and the recordation of differences required by rule 17a-13 or in complying with the

requirements for prompt payment for securities under section 8 of Regulation T of the
Board of Governors of the Federal Reserve System, because the Company does not
carry security accounts for customers or perform custodial functions relating to
customer securities.

The management of the Company is responsible for establishing and maintaining a
system of internal accounting 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 control
procedures 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
Commission's above-mentioned objectives. The objectives of a system and the
practices and procedures are to provide management with reasonable, but not absolute,
assurance that assets for which the Company has responsibility are

B-



safeguarded against loss from unauthorized use of disposition, and that transactions
are executed in accordance with management's authorization and recorded properly to
permit the preparation of the statement of financial condition in accordance with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of
the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal accounting control procedures or the
practices and procedures referred to above, errors or irregularities may nevertheless
occur and not be detected. In addition, 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 degree of compliance with them may deteriorate.

Our study and evaluation, made for the limited purpose described in the first paragraph,
would not necessarily disclose all material weaknesses in the system. Accordingly, we
do not express an opinion on the system of internal accounting control of EAINVEST

SECURITIES, INC., taken as a whole. No condition that may be considered a material

‘weakness came to our attention during our study and evaluation.

We understand that practices and procedures that accomplish the objectives referred to
in the second paragraph of this report are considered by the Commission to be
adequate for its purposes in accordance with the Securities Exchange Act of 1934 and
related regulations, and that practices and procedures were adequate at December 31,
2004 to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission and the National Association of Securities Dealers and should not be used
for any other purpose. '

Wilson Markle Stuckey Hardesty & Bott
February 15, 2005



