SN

Y " 08006876 AL 3/2/6//0 &
TES OMB APPROVAL
SECURITIES AND EXCHANGE COMMISSION OMB Number: 3235-0123!
Washington, D.C. 20549 Expires:  January 31, 2007
Estimated average burden
ANNUAL AUDITED REPORT hoursperesponse .. 1200
FORM X-17A-5 SEC FILE NUMBER.
PART I 6 358

FACING PAGE
Information Required of Brokers and Dealers Pursuant to Section 17 of the

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder
REPORT FOR THE PERIOD BEGINNING 0 /01/0° AND ENDING '2/31/05
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: STONE SECURITIES CORPORATION OFFICIAL USE ONLY "

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do notuse P.O. Box No.) FIRM I.D. NO.

BOSTON STOCK EXCHANGE, 100 FRANKLIN STREET

{No. and Street)

BOSTON MA 02110
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
PERRY STONE (617) 235-2445

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

Fhe 7 o » V)
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
BRACE & SUSSMAN, PLLC MAY 152008
(Name — if individual, state las, first, middle name) WMUMO:@N
12 PARMENTER ROAD LONDONDERRY NH 03053 FINANCIAL
(Address) (City) (State) - (Zip Code)
$ D EXCHANGE COMMISSION
CHECK ONE: SECURITIES AN |
RECEIVED

Certified Public Accountant

[T Public Accountant MAR 0 2 2006

[J Accountant not resident in United States or any of its possessions. BRANCH OF R[;:ElSTRATIONS

FOR OFFICIAL USE ONLY 02 EXAMINATIONS

*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 cj msm"ces“X'(;)d G as the basis for the exemption. See Section 240.17a-5(e)(2)

o\

Potential per&é who are to respond to the coliection of
information contdined in this form are not required to respond

SEC 1410 (06-02) unless the form displays a currently valid OMB control number.




I,

OATH OR AFFIRMATION

PERRY STONE , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

STONE SECURITIES CORPORATION

, as

of DECEMBER 31 , 2005 , are true and correct. [ 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:

c:fﬁﬁ:chghs

Signature ————

PRESIDENT

Title

\Pota PubNc

This report ** contains (check all applicable boxes):
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(a)
(b)
©
()
©)
®
(2)
(h)
(i)
)

(k)
®

Facing Page.

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Changes in Financial Condition.

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

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

Information Relating to the Possession or Contro} Requirements Under Rule 15¢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.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(m)

A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Brace & Sussman, PLLC
Certified Public Accountants
12 Parmenter Road
Londonderry, NH 03053

| ‘Independent Auditor’s Report

" To the Board of Directors of
- Stone Securities Corporation
-~ Boston, Mass_achus‘etts

We . have ‘audited the accompanying statement of fmancral cond1t1on of Stone Secuntres -
Corporation, (the Company) as of December 31, 2005 and the related statements of i income, -

- changesin stockholders’ equity, and cash flows for the year then ended that you are ﬁhng pursuant

~to rule. 17a-5 under the Securities Exchange Act of 1934. These financial statements are the
~ responsibility of the Company's management. Our respon51b1hty is to express an oprmon on these -
‘ ﬁnancral statements based on our audlt ‘

\ 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 statements are free of material misstatement. An

U audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the

~financial statements. An audit also includes assessing the accounting principles used and

- n significant estimates made by management, as well as evaluating the overall ﬁnancral statement

presentatron We beheve that our aud1t prov1des a reasonable basis for our oprmon

‘In our oprmon the financial statements referred to above present farrly, in all materral respects, the
fﬁnanc1al position of Stone Securities Corporation as of December 31, 2005, and the results of its
- operations and their cash flows for the year then ended in conforrmty w1th accountlng pnncrples .
' generally accepted in the Umted States of Amerlca :

3 Our audlt was conducted for the purpose of formlng an oprmon on the basic ﬁnancral statements
taken as a whole. The information contained in Schedules I and II is presented for purposes of

L additional,analysis and is not a required part of the basic financial statements, but is supplementary
. information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information

- has been subJected to the auditing procedures applied in the audit of the basic financial statements
- and, in our opinion, is fairly stated in all matenal respects 1n relation to the basw ﬁnanc1a1 '
statements taken asa whole : =

Boner # dobommss P
' Brace &.Sussman, PLLC : - ‘
Certified Public Accountants

"Londonderry, New Hampshire
February 23, 2006 '




STONE SECURITIES CORPORATION

_STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2005
ASSETS
Cash e 5 8992
Receivable from broker dealers . ; s : 104,620
Securities owned: - - SR U
‘Marketable, at market value BT 149,662
Not readily marketable secuntles at est1mated fair Value _— S 3:,3‘00‘
::Membershlps in exchanges: o IXARSET
- Owned at adjusted cost (market value $10 000) I IR -10,000 -
" Otherreceivable . = .= | B 5,662
: Equlpment at cost less accumulated deprec1at10n of $36, 296 - _ 2 677 ‘
 TomlAses 3 '284,913’
. LIABILITIES AND S_HAREHOLDERSY EQUITY
LIABILITIES: | SR :
Accounts payable, accrued expenses, and other liabilities o ' '$ 27,142
‘Totalliabilities o e 2714
SHAREHOLDERS' EQUITY: -

~ Common stock, no par value, 1000 shares authonzed
issued and outstandmg ‘ _ ‘ - S -
- Additional paid in capital .~ . . 93,813

~ Retained eamnings . e pa . 163958
| : thal‘,sharehclders' equlty o ‘“ R , 257 771
. Total liabilites and shareholders' equity 8§ 284913

- The accompanying notes are an integral part of these financial statements.




STONE SECURITIES CORPORATION
STATEMENT OF INCOME

- FORTHE YEAR ENDED DECEMBER 31,2005

Revenues:
~ Commissions

~ . Net investment gains (losses)
' Other income

- Interest and dividends

: Total revenue

Expenses :
Employee compensatlon and beneﬁts
. Commissions, floor brokerage, and exchange fees
- Communications, occupancy, and equlpment rental
Other operatmg expenses

Total‘ expenses
Net income before taxes
' State excise tax

- Net income

- The accompanying notes are an integral part of these financial statements. -

$ 1,332,042

14,193 -

12,355

| 2,609

- $ 1,361,199

S8 730330

182,438
25,243

. 422,252
$ 1,360,263

8 936

5%

§ 340




STONE SECURITIES CORPORATION

STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

'FOR THE YEAR ENDED DECEMBER 31, 2005

340

| - Additional |
~Common  Paidin Retained S
Stock Capital Earningg  Total
Balance atJamuary 1,205 § - $ 93813  $163618  § 257431
iAdditior‘lal‘pa‘id in capital -
Net income 340
Balance at December 31,2005 § - $ 93813  $163958  $ 257,771

- The accompanying notes are an integral part of these financial statenients. »




STONE SECURITIES CORPORATION
' STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2005

- Cash flows from operating act1v1t1es '

‘Net income : : . ‘ S8 340
Adjustments to reconcile net mcome to net cash provided by operatmg activities:
Deprematlon " T : o _ 2,381
Unrealized gain on non-marketable securities 2,199
Decrease in due from broker-dealers o N " o - 49,148
Increase in marketable securities ST e L . (2,218)
JIncrease in value of membership in exchange Lo R Rt (8,500)
Increase in other receivable | S ‘ . SRR S (5,662)
Decrease in accounts payable accrued expenses and other 11ab111t1es : L (50,326)
- Totaladjustrnents S e L R L L (11,37D) . N
- .'Net cash used by operating activities - ‘ o B : 5 v | (17,031)

Cash flows from investing activities:
None - R « s -

Cash ﬂows from ﬁnancmg actlvmes o : R Lo
,None" , : ‘ : oo

Net decrease in cash ‘ “ o - o -‘“ o (17,031) .
‘ .Cash at begmnlng ofthe year o - R R . PRI, ne 26,023
"Cash at end ofthe year ‘ - “ “ - - E . ST - $ 8992

- Supplemental cash flow ‘di‘sclosures:

"Interestpayments,‘ o R - T ; - 8 -
"-Incornetaxpaymentsa e S 8 596

Dlsclosure of accountlng pohcy

, 'For purposes of the statement of cash flows, the Company con31ders all hlghly 11qu1d debt
; instruments purchased with a maturity of three months or less to be cash equlvalents Money
market accounts are not con51dered to be cash equlvalents S ‘

The accompanying notes are an integral part of these financial statements.

i




STONE SECURITIES CORPORATION
NOTES TO FINANCIAL STATEN[ENTS

DECEMBER 31, 2005

NOTE 1- 'SI_GNIFICANT ACCOUNTING POLICIES'
E Ol_'ga tion

' ‘The Company was organized as a Massachasetts corperatiori on October 31, 1991, for the purpose
- of doing business as a broker-dealer in securities, and provider of financial services. ‘

ReVenue and Exnenses

‘ Commlssmn revenue and related expenses are recogmzed on the accrual ba313 usmg the settlement
- date ' : : :

: _Property and Equlpment

: ‘Property and equipment are recorded at cost The cost of malntenance and repairs are charged to
expense as incurred. Major improvements to property and equipment are capitalized.
Deprecratlon is computed using the straight-line method over the estimated useful lives of the
assets Deprec1at10n expense for 2005 was $2 381 ‘

- Marketable Secuntles

Marketable secur1t1es are valued at market cost is determined on the spe01f1c identification

- method; realized and unrealized gains and losses are reflected in revenue. Securities transactlons

~of the Company are recorded on a trade date basrs At December 31 2005 there was an
’unreahzed loss of $16 694 :

‘Not Readllv Marketable Secuntles

‘ Secuntles not readlly marketable include 1nvestment securities (a) for which there is no market
- ona securities exchange or no independent pubhcly quoted market, (b) that cannot be pubhcly

‘offered or sold unless registration has been effected under the Securities Act of 1933, or (c) that
cannot be offered or sold because of other arrangements, restrictions, or conditions applicable to
“the securities or to the Company At December 31, 2005, these SCCLII‘I'[I( s at estlmated fa1r values

o cons1st of the equltles valued at $3 300.




STONE SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS (Contmued)

DECEMBER 31,2005

Use of Estiﬂ:ates

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 as of the date of the financial statements and the
reported amounts of revenues and expenses durmg the reportmg penod Actual results could differ
from those estunates , : - '

: »Exchagge Membershi@ |

Exchange membershlps are recorded at cost or, if an other than temporarv nnpa1rment in Value has. -
mcurred at a value that reﬂects management s estunate of the 1rnpa1rment ‘

| Allowance for Bad Debts

The Company cons1ders accounts rece1vable to. be fully collecnble accordmgly, no allowance for
'doubtful accounts is requlred :

Compensated Absences ‘ ‘ : :

Employees of the Company are entltled to pa1d vacation, pa1d smk days, and personal days off, -
‘ dependmg on job classification, length of service, and other factors. Tt is impractical to estimate the
_amount of compensation for future absences, and accordmgly, no llab111ty has been recorded in the
~ accompanying financial statements.. The  Company’s pohcy is to. recogmze the costs: of
o compensated absences when actually pa1d to employees

o NOTE 2- INCOME TAXES

-The company isan S corporat1on for federal and state income tax purposes. Accordingly, income
and losses flow directly to the shareholders, and taxes are paid at that level. The state of
Massachusetts unposes an excise tax onS corporat1ons Wthh is reﬂected in the income statement o

NOTE 3- ‘ NET CAPITAL ‘

' As a broker dealer the Company is subject to the Secuntles and Exchange Commlssmns
“regulations and operating guidelines, which require the Company to maintain a specified amount of

" net capital, as defined, and a ratio of aggregate indebtedness to net cap1tal .as derived, not exceeding

15 to 1. The Company's net capital, as computed under 15¢3-1, was $215,881 at December 31,

2005, which exceeded required net capital of $5,000 by $210 881. The Ratio of aggregate | “

mdebtedness to net capital at December 31, 2005, was 12. 57%
 NOTE4 COMMITMENTS

The Company has entered into an agreement to acquire research The Company S approx1mate
minimum commitment for 2005 is $19l 600. :




STnNE SECURITIES CORPORATION |
NOTES TO FINANCIAL STATEMENTS (Continued)
| . DECEMBER31,2005
o VNOTE 5. CONCENTRATION OF CREDIT RISK

. ;The Company is engaged in Vanous tradmg and brokerage activities with counterpartles In the

o event counterparties do not fulfill the1r obligations, the Company may be exposed to risk. The

risk of default depends on the credit worthmess of the counterparty or issuer of the instrument. It
- is the Company’s policy to rev1ew as necessary, the cred1t standmg of each counterparty with
‘ wh1ch it conducts business. o : :

NOTE 6- PROFIT SHARING PLAN ‘ ‘ : '
. The Corporation has a qualified profit sharing plan that covers substantlally all full time
employees meeting certain eligibility requirements. The annual contribution is determined by the

* Management and is limited to amounts allowed under provisions of the Internal Revenue Code.
" The contributions to the plan were $71,594 for the year ended December 31, 2005. '




STONE SECURITIES CORPORATION
SUPPLEMENTARY SCHEDULES

 DECEMBER31,2005




SCHEDULE I

'STONE SECURITIES CORPORATION

COMPUTATION OF AGGREGATE ]NDEBTEDNESS AND NET CAPITAL

PURSUANT TO RULE 15¢3-1

DECEN[BER 31,2005

e U‘AGGREGATE INDEBTEDNESS :
‘ Accounts payable accrued expenses and other hablhtles

©  TOTAL AGGREGATE INDEBTEDNESS

- NET CAPITAL:
| * Additional paid in cap1tal
Retalned earnmgs

: ADJUSTMENTS TO NET CAPITAL:
Receivable from broker dealers over th1rty days
‘Other recelvable '

- Furniture & equipment
Membership in exchange ‘ _
Not readily marketable securltles at estlmated fair value
Halrcuts e : |

Net capltal as deﬁned ] '

M]NIMUM NET CAPITAL REQUIREMENT
NET CAPITAL IN EXCESS OF REQUIREMENT

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPTIAL

§ 27,142

$ 27,1'42" .

‘ $ 93 813

163,958
257,17

12392)

(5,662)
C(2,677)
. (10,000)
. (3,300)
~(7,859)

$ 215881

5,00’0 o
$ 210,881 .

o 1257%




STONE SECURITIES CORPORATION

- RECONCILIATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

(X-17A-5)
AT DECEMBER 31, 2005

SCI-IEDULE I (CONTINUED)

~ FOCUS ~ ANNUAL

REPORT- . FINANCIAL
' PARTEIA - STATEMENTS
 QUARTERENDED | AT

© 12/31/05 ~  ADJUSTMENTS 123105

COMPUTATION OF NET CAPITAL

Total ownership equify from ’) » .
 statement of financial condition $ 265959

Deductions and/or charges:

s 8188 8 257771

* -Total nonallowable assets =

. from statement of financial o | o e |
condition 42218 (8187) 34031
Haircuts on securities - - o 7,859 B 0 7,859

| Totaldeductions 50077 8187 41890

Net capital

$ 215882  § Q) 8 215881




SCHEDULE II
* STONE SECURITIES CORPORATION
COMPUTATION FOR DETERMINATION OF

RESERVE REQUIREMENTS FOR BROKER-DEALER UNDER
RULE 15¢3-3 Of THE SECURITIES EXCHANGE A(‘T of 1934

DECEN[BER 31 2005

o The Company is exempt from the reserve requirements of Rule 15¢3- 3 as its transactions are

limited such that they do not handle customer funds or securities, accordingly, the computation for
' determination of reserve requirements pursuant to Rule 15¢3-3 and information relatmg to the
. possessmn or control requ1rement pursuant to Rule 15c3 3 are not apphcable .




Brace & Sussman, PLLC

Certified Public Accountants
12 Parmenter Road

Londonderry, NH 03053

- Independent Auditor’s Report on Internal v
Control Structure Retluired by SEC Rule 17a-5

~*Board of Directors
- Stone Securities Corporation

.In planmng and performmg our audit of the ﬁnanc1al statements and supplemental schedules of
Stone Securities Corporation (the Company), for ‘the year ended December 31, 2005, we
considered its internal control, including control activities for safeguardlng securities, in order to
~ determine our auditing procedures for the purpose of expressing our op1mon on the ﬁnancral
statements and not to prov1de assurance on the mtemal control : SR :

Also as requrred by rule 17a-5(g)(1) of the Securrtles and Exchange Commlssmn (SEC) we
have made a study of the practices and procedures followed by the Company including tests of
- such practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g)
‘in making the periodic computations of aggregate indebtedness 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
‘relatmg to customer securities, we did not review the pract1ces and procedures followed by the
Ky Company in any of the following: '

o 1. Maklng quarterly secunties exarninatio_ns, counts, verifications, and comparisons ,
S22, Recordation of differences required by rule 172-13 . |

3. Complying with the requirements of prompt payment for securities under Section 8 of ’
. Federal Reserve Regulatlon T of the Board of Govemors of the Federal Reserve
- System P :

: The management of the. Company is respon51ble for estabhshmg and malntarmng 1ntemal 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 controls and of the practices and procedures referred to in the

| o precedmg paragraph and to assess whether those practices and procedures can be expected to .

~ achieve the SEC’s above-mentioned ob]ectlves Two of the objectwes of 1ntema1 control and the
: practrces and _procedures are to provide management with reasonable but not absolute assurance
“that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are  executed in accordance with
management’s authorization and recorded properly to permit preparation of financial statements
‘in conformity with accounting principles general accepted in the United States of America. Rule
17a-5(g) lists additional objectwes of the practlces and procedures listed in the preceding

paragraph




Because of inherent limitations in internal control or 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
condltlons or that the effectiveness of thelr de51gn and operatlon may deteriorate. :

- Our con51derat10n of 1nternal control would not necessanly drsclose all matters in internal control ‘
that might be material weaknesses under standards established by the American Institute of =
Certified Public Accountants. A material weakness is a condition in which design or operation "
of the spec1ﬁc internal control components does not reduce to a relatively low level the nsk that _
error or fraud in amounts that would be matenal in relation to the financial statements bemg
audited may occur and not be detected within a trmely period by employees in the normal course

of performing their assigned functions. However, we noted no matters involving the internal

control, 1nclud1ng control activities for safeguardlng secuntres that we con51der to be materlal o
weaknesses as deﬁned above : v

| W e 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 understandmg and on our study, we believe the
-+ Company’s practices and procedures were adequate at December 31, 2005, to meet the SEC’s
‘ Ob_]CCthCS ‘ R - »

"This report is mtended solely for 1nformatlon and use of the Boa.rd of Directors, management, the

o 'Secuntles and Exchange Commission, The National Association of Securities Dealers, Inc. 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 1ntended to be and should not be
: used by anyone other than these specrﬁed partles :

5 g/w W PLL.Q
Brace & Sussman PLLC o
Certified Public Accountants

Londonderry, New Hampsh1re
E February 23,2006

Brace & Snssman, PLLC
Certified Public Accountants




