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OATH OR AFFIRMATION
| .

.

1

l,. Trevoi‘ L. Tavylor : , swear {or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Beacon Rock Seauritles, LLC

T

of December 31 20 05 are true and correct. [ further swear (or affirm) that

neither the company nor any partncr proprietor, prmc1pal officer or director has any proprietary interest in any account
classificd solely as that of a customer, except as follows:

anavrN

LAURA LEE BERRY ' — .
Slgnature ) 7 .
o NP-082-03 n B e
MMISSION EXPIRES: o G p‘d ' f_{ T A TR 2
JUNE 17, 2007 . G Title ._':::;: P A:.: ]
NS fon Mo RS
N l{ T , : ) ‘l_——n- '!‘,"\ :".:4‘
(/ otary Public : SR v
This feport ** contains (check all applicable boxes): B “_' :-."c

(a) Facing Page. :

(b) Statement of Finaacial Condition. '

(¢} Statement of Income (Loss). | | :

{d) Statement of EKKWXX\EXWX . Cash- Flows .

(¢) Statement of Changes in Stockholdcrs Equity or Pantners or Sole Proprictors’ Capital.
(f) Statement of Changes in Liabilities Subordinated, to Claims of Creditors.

{g) Computation of Net Capital,

(h) Computation for Determmatlon of Reserve Requirements Pursuant to Rule 15¢3-3.

{i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

Computation for Dctcrmmanou of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

consolidation. !
{1) An Qath or Affirmation.

(m} A copy of the SIPC Supplemental Report.

O0OH 0O DDDEDDEE@E

**For conditions of canﬁa;emiai treatment of certain portf'ans of this filing, see section 240.17a-5(e)(3).

IRt

Le) ’,‘

() A Reconciliation, including alppropnate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the

(k) A Reconciliation between th ! audited-and unaudited Statements of Financial Condition with respect to methods of

(n} Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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REPORT OF INDEPENDENT CERTIFIED
PUBLIC ACCOUNTANTS
BEACON ROCK SECURITIES, LLC

December 31, 2005
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AFFIRMATION

L, Trevor L. Taylor, affirm

that, to the best of my knowledge and belief, the accompanying financial

statements and supplemet:ltal schedules pertaining to Beacon Rock Securities, LLC for the period

ended December 31, 2005
officer or director has any

, are true and correct. [ further affirm that neither the Company nor any

proprietary interesit in any account classified solely as that of a customer.

N —~
T gl
) Signature Date
MGG e
Title
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.160 Broad Street

_ | New York, NY 10004
| T 212.422.1000
F 2124220144
W www.grantthornton.com

g-‘Accountants and Business Advisors

i

I

|
! Grant Thornton LLP ' I 4
US member of Grant Thomton International , L

Grant_ Thornton &

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Member of
Beacon Rock Securities, LL.C

We have audited the accompanymg statement of financial condition of Beacon Rock Secuntes, LLC (the
“Company”) as of December 31, 2005, and! the related statements of earnings, cash flows, and changes in
member’s equity for the penod from March 18, 2005, date of formation, through December 31, 2005, that
you are filing pursuant to Rulc 17a-5 under rhe Secuntles Exchange Act of 1934. These ﬁnancml statements
are the responsibility of the Company’s mmagement. Our responsibility 1s to exptess an opinion on these
financial statements based on our audit.

We conducted our audit in accordance wlth auditing standards generally accepted in the United States of '

America as established by| the Auditing St'mdards Boatrd of the American Institute of Certified Public
Accountants. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the ﬁnancla1|statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as ajbams for designing audit procedures that are appropriate in the
circumstances, but not for| the purpose of cxptessmg an opinion on the effectiveness of the Company's
internal control over financial reporting. Accordmgly, we express 110 such oplmon An audit also includes
exarnining, on a test basw! evidence supporung the amounts and disclosures in the financial statements,
assessing the accountng principles used md 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, such financial statements present faurly, in all material respects, the financial position of

‘Beacon Rock Securities, LIC at December 31, 2005, and the results of its operations and its cash flows for

the period from March 18 2005, date of| formatlon through December 31, 2005 in conformity with .
accountng prnciples generally accepted in the United States of Ametica.

Our audit was conducted for the purpose ofjforming an opuuon on the basic financial statements taken as a
whole. The supplemental schedules listed injthe accompanying table of contents are presented for purposes
of additional analysis and are not a required part of the basic financial statements, but are supplementary
information required by Rule 17a-5 under the Securities Exchange Act of 1934. These schedules are the
responsibility of the Company’s management Such schedules have been subjected to the auditing
procedures applied 1n our audit of the basu:I financial statements and, in our opinion, are fairly stated in all

material respects when considered in relatlon to the basic financial statements taken as a whole. '

(3
C Qw_\(“\\w*’-\"“-l »

New York, New York
February 13, 2006
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Due from clearing broker

Beacon Rock Securities, LLC

. STATEMEN'I; OF FINANCIAL CONDITION

Decembet 31, 2005

.

I
l
i
i
|
| ASSETS
|

" Financial instruments owned, at market value

Other assets

Total assets

Liabilittes

|
|
|

LIABILITI

ES AND MEMBER’S EQUITY

: . !
Financial instruments sold, but not yet purchased, at market value
Accounts payable and accrued expenses

Total liabilities
|
Member’s equity

1
|
i
!

Total liabi]ju'els and member’s e!quity

The accompanying noles are an|integral part of this

statement.

$19,133,736
600,055
10,000

$12.743.791

$ 1,084,854
25,656

1,110,510

18,633,281

ALVl R Y

$10.743.791
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Period from March 18, 2005

Revenues
Realized gains, net
Unrealized gains, net

Dividend and interest income

Total revenues

Expenses
Regulatory fees
‘Professional fees
Interest expense

Other

Total expenses

NET INCOM

E

Beacon Rock Securities, LLC

: STATEMENT OF EARNINGS

|

{date of formaton) through December 31, 2005

. . n
The accompanying notes are an integral part of this statement.

$1,958,944
57,756
311,140

2,327.840

22,682
27,179
2,118
2,580

54,559

— T

$2.273.281
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Beacon Rock Securities, LLC

STATEMENT OF CHANGES IN MEMBER’S EQUITY

Period from March 18, 2005|(date of formation) through December 31, 2005
|

-

e oe—av- N B BN NN BN NN AN BN BN BN BN BN AN NN BN BN BN M OB BN OB OB BN O By N O OB O

Balance - March 18, 2005 | ‘ $ -

Net income } 2,273,281
Capital contributions | : 16,360,000
Balance - December 31, 2005 : $M

The accompanying notes are an'integral part of this statement.
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Beacion Rock Securities, LLLC
STATEMENT OF CASH FLOWS

Period from March 18, 2005|(date of formation) through December 31, 2005
!

Cash flows from operating activities

- Net income _ | _ . $ 2,273,281
| Adjustments to reconcile net income to net cash provided by
‘ operating activitics ’
Changes in operatilng assets and liabilities
! Increase 1n due from clearing broker (19,133,736)
| Increase in ﬁnanlcial instruments owned (600,055}
| Increase in other assets 7 (10,000)
Increase in financial instruments sold, not yet purchased o 1,084,854
Increase in accounts payable and accrued expenses ' 25,656
Cash provided by operating activities (16,360,000)
Cash flows from financing activities *
Capital contributions | : 16,360,000
4 |
a
i NET INCREASE IN CASH ' -
: Cash and cash equivalents - March 18, 2005 - '
l
Cash and cash equivalents - December 31, 2005 $ :

The accompanying noles are anintegral part of this i_rtatemen/.




NOTEA -

. w. - Beacon Rock Secunties, LLC

K

' NOTES TO{FINANCIAL STATEMENTS

Perios& from March 18, 2005 (daée of lfom'-lation) through December 31, 2005

ORGANIZATION

Beacon Rock Secunt:ies, LLC (the “Company”), a Delaware limited liability company, is reglstered with
the Securities and Exchangc Commlsslon (“SEC”) and is a member of the Philadelphia Stock Exchange
(“PHLX"). The Company, wholly 0wned by Beacon Rock Capital Master Fund, L'TD., was formed on
March 18, 2005 for the Sole purpose of engagmg in propretary trading of U.S. listed equity securities and
exchange-traded options. The Company, became a broker-dealer in securities by becoming a member of
PHIX on May 26, 2005. The Company has no customers.

All transactions are cleared through another registered broker-dealer (the “clearing broker”) on a fully
disclosed bass. Accordmgly, the Company ts exempt from SEC Rule 15¢3-3 pursuant to the exemptive
provision of paragtaph

(k)(z)(ll) of such r;:ule

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

7.

Use of Estimates

The preparation of financial statemeints in conformity with accounting principles generally accepted

in the United State
the reported amou

i i, : .
5 of America requires management to make estimates and assumptions that affect
nts of assets and habnhtles and disclosure of conungent assets and liabilities at the

date of the financial statements and lthc reported amounts of revenue and expenses during the
reporting period. Estimates, by their nature, are based on judgment and available information.

Management belie

es that estimates|utilized in preparation of the financial statements are prudent

and reasonable. Acltual results couldl differ from those estimates.

Incorme Taxes

The Company is a
tax purposes. Ther

Securities and Option

single member 1ixlnited liability company, which 1s a disregarded entity for income
efore, no provision for income taxes has been provided for by the Company.

¢ Transactions '

Securities and optipns transactions are recorded on the trade date.

Interest and Dividends

Interest income anld expense are recorded on the accrual basis. Dividend income and expense are
recognized on the ex-dividend date.| Dividend income is recorded net of any withholding taxes.




] .- Beacon Rock Securmes LILC

NOTES TO FINAN CIAL STATEMENTS (continued)

<

Penod from March 18, 2005 (date of formation) through December 31, 2005

|
|
NOTE C - RELATED PARTY

General operating expenses, including, b ut not limited to, office space, ﬁxed assets, and technical
support are borne by anl affiliate and prowded to the Company. The affiliate has not and will not be
reimbursed for any such costs.

‘NOTE D - OFF-BALANCE-SHEET RISK

In the normal course of business, the Company trades vatious financial instruments and enters into |
various financial transactions where the fisk of potential loss due to changes in the market (market risk)
or failure of the other plarty to the transaction to perform (credit risk) exceeds the amounts recorded.
The financial instruments include secuntles sold not yet purchased and written option contracts. The
Company is therefore 51|1bject to varying degrees of market and credit risk.

In the normal coutse of business, the Company enters into contracts that contain a variety of .
representations and wartranties that prowde for general indemmnifications. 'The Company’s maximum
exposure under these arrangements is un!known as this would involve future claims that may be made
against the Company that have not yet occurred. However, based on experience, the Company expects

the nisk of loss to be remote. i

As a writer of options, the Company recetves a premium in exchange for giving the counterparty the
rights to buy or sell a security at a future date at a contracted price or to require settlement, in cash, of
the changes in value of an index. The contractual or notional amounts related to these financial
instruments reflect the volume and actlvlty and do not reflect the amounts of risk. The credit nsk for.
opuons is limited to theI unrealized mark(.t valuation gatns recorded in statement of financial condition.
Market nisk is substantlally dependent upon the value of the underlying financial instrument and is
affected by market forces such as volatlhlty and changes in interest rates.

In addition, the Cornpalny has sold ﬁnanlcial instruments that it does not currently own and will therefore
be obligated to purchase such financial instruments at a future date at amounts that may differ from the

e I . .
market values contained in the accompanying statement of financial condition.

The Company 1s also subject to credit rlsk to the extent that the clearing broker may ‘be unable to fulfill
its obligations either to return the Company s financial instruments or repay amounts owed.

Financial instruments owned and sold, but not yet purchased at December 31, 2005 consist entirely of
U.S. listed equuty and index options.

210 -

[
I
i
|



——

-

NOTE D (continued)

Beacon Rock Securities, LLC
NOTES TO FINANCIAL STATEMENTS (continued)

Period from March 18, 2005|(date of formation) through December 31, 2005

The Company writes put options that may require it to purchase assets from the holders at a specific
date in the future. The Company may reduce its exposure to these contracts by entering into offsetting
transactions of by entering into contracts which hedge such market risk. -

The Company also writes certain put options that permit cash settlements and do not require the option
holder to own the referenced-asset.

NOTE E - NET CAPITAL REQUIREMENTS

The Company is subject to the Uniform Net Capltal Rule (Rule 15¢3-1) under the Securities Exchange
Act of 1934, which rcqulres the mamtenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 8 to 1 (during the Company’s
first 12 months and 15: 1 thereafter). At December 31, 2005, the Company had net capital of
approximately $7,220 OOO which was approxlmately $7 120,000, in excess of its required net capital of

$100,000. The Compan)lr s ratio of aggreéate indebtedness to net capital was .35 to 1.
|

211 -
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Beacon Rock Securities, 11.C

ey BT i e e

COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS PURSUANT TO
RULE 15¢3-1 UNDER THE SECURITIES EXCHANGE ACT OF 1934

December 31, 2005
i

Computation of iegulatory capital

i Membert’s equity $18,633,281
Nonallowable assets - _other assets ' (10,000)
Net capital before haircut on securities positions 18,623,281
Haircuts on U.S. listed equity and options plositions 11,403,302
Net capital ! $ 1,219,979
Aggregate indebtedness ‘ $___ 25,656
Minimum net capital required (the greater of §100,000 or 12.5%
of aggrepate indebtedness) $__ 100,000
Capital in excess of minimum 1:<:q1.1.i1'c:ments| $_7.119.979

|
|
|

Statement Pursuant to Paragraph (d)(4) of SEC Rule 17a-5:
l

There are o material dlfftlarences between thc amounts presented above and the amounts reported in the
Company’s unaudited Form X-17A-5 IIA FOCUS filing as of December 31, 2005.

5
|
|
|
|
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Beacon Rock Securities, LLC

4

FOR DETERMINATION OF RESERVE REQUIREMENTS FOR

BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3 UNDER THE SECURITIES

Exemption under Section (k)(2)() is climed:

EXC

1
|

HANGE ACT OF 1934

December 31, 2005

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of 1934 in
that the Company’s acnvmes are limited to those set forth in the conditions for exemption appearing in

paragraph (k)(2)(i) of Rule

15¢3-3,

- 14 -



