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DODNEEEEEEZ

|
l
| OATH OR AFFIRMATION
|
I

[, Alfred E. Monahan swear (or affirm) that, to the best of my knowledge and belief the accompanymg
financial statement and supporting schedules pertaining to the firm of Keystone Capital Corporation, as
of June 30, 2006 areltrue 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 custcimer except as follows: |

None

|
.

; ;
§ANDRA L 800t 3 MMW{ILM .

A2, | Conn. #1510%8 N Signature
; et
3 Diego -
My Cona, Exairu s.pt'hm i » Cro

Title

Notary Public

—

his report ** contams (check all applicable boxes):

(a) Facmg page

(b) State[ment of Financial Condition. |

{(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders' Equtty or Partners' or Sole Proprietor's Capital.

(N Statement of Changes in Liabilities Subordinated to Claims of Creditors. '

{g) Computatton of Net Capital.

(h) Computatton of Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) lnformatlon|Relat1ng to the Possession or Control Requirements Under Rule 15¢3-3.

g A Reconcmatlon including appropriate explanation, of the Computation of Net Capital Under
Rule 15¢3- l and the Computation for Determination of the Reserve Requ1rements Under
Exhlblt A of Rule 15¢3-3.

k) A Reconcﬂlatlon between the audited and unaudited Statements of F inancial Condition with
respect to methods of consolidation.

{I) An Oath or Afﬁrma‘non

{m) A copy of the SIPC Supplemental Report. -

(n) A report describing any material inadequacies found to exist or found to have existed since the
date of the 13rev1ous audit. ’ \

| : :

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
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Boros & Farrmgton

CERTIFLED PUBLIC ACCOU\TANTS
A Professional Corporatmn ,

1 San Diege. CA 92128-2424

| .
[ 11770 Bernarde Plaza Court, Suite 240
|

1 (858) 487-8518 Fax (858) 487-6794

]
1

INDEPENDENT AUDITOR'S REPORT

|
|
{
!
|
!

Board of Directors |
Keystone Capital Corporation

We have audited the accompanying statement of financial condition of i Keystone Capltal
Corporation as of June 30, 2006, and the related statements of operations, changes n
stockholders’ equlty, and cash flows for the year then ended. These financial statements are the
responsibility lof the! Company's management. Qur responsibility is to express an opinion on
these financial statements based on our audit. ‘

I i
We conducted our audit in accordance with auditing standards generally accepted in the United
States of Amenca | Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatément.
An audit 1ncludes exammmg, on a test basis, evidence supporting the amounts and disclosures in
the financial statéments. An audit also includes assessing the accounting prmc1ples 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 opmlon

[
In our opmlon the ﬁnanc1a1 statements referred to above present fairly, in all material respects
the financial posmon of Keystone Capital Corporation at June 30, 2006 and the results lof its
operations. and ‘its cash flows for the year then ended in conforrmty with accounting principles
generally accepted i 1n the United States of Amenca '

Our audit was conducted for.the purpose of formmg an opinion on the-basic: ﬁnanc1al statements
taken as a whole The information contained in the supplémental schedule: of. computation of net
capital pursuant to Rule 15c3-1 is presented for purposes of additional .analysis and is'not a
required part of the basic financial statements, but is supplementary information required by Rule
17a-5 of the Secuntles Exchange Commission. Such information has been subjected to the
auditing procedures applled in the audit of the basic financial statements and, in our opinion, is
fairly stated 1 m all materlal respects in relatlon to the basic financial statements taken as a whole.

ﬂmfffwm%ﬁfc L

BOROS & FARRJNGTON APC I C '
San Diego, C.allforn}a
August 4, 2006 t B 1
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KEYSTONE CAPITAL CORPORATION

Statement of Financial Condition

|
|
! June 30, 2006
t
|

ASSETS

Cash '
Deposit with clearlng organization
Cash and cash ¢ equ1valents
Commissions Irecewable
Total assets

Liabilities
Accounts payable and accrued liabilities
Stockholders’ equ}ty
Common stock 1,000 shares authorized;
300 sharés 1ssued and outstanding
Paid-in capltal
Accumulated deficit

|

l

- o
|LIABILITIES AND STOCKHOLDERS’ EQUITY
|

i

|
|

See notes to financial statements.

!

$ 16,391
26,175
42,566
4155 -

$ 46,721

$ 9863 °

3,000
62,749 |
(28.891)
36,858
$ 46,72}
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'KEYSTONE CAPITAL CORPORATION

m- : Statement of Operations
E Year Ended June 30, 2006
| | |
|
Revenues ! :
“ Commuissions : v $93,070
Reimbursed expenses : 4,111 |
Interest . I i 905 !
" Total revenUes; . 98,086
‘ i
II Expenses |- . | !
Commissiolns a;nd:clearing charges v 80,112
Licenses arlld registrations ' ' 8,915
l] Outside services | o 3,525
Insurance : - T , 1,550 |
| Communications ! 1,523 !
“ Rent | - L 1,200
- Supplies | : 648
' Other : : ; __1.494
Il Total expenses‘- | _98.967
1 :
Loss before taxes ! { (§81) i
II Income taxes ! (1,682)
B Net loss l $(2,563)
[ | |
! |
[I i
See notes to financial statements. !

- - ———— _
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KEYSTONE CAPITAL CORPORATION
Statement of Changes in Stockholders’ Equity

|
i
! Year Ended June 30, 2006
i
|
|
! Common Paid-in Accumulated ‘
| Stock Capital Deficit ~ Total
1
Balance, beginning of year $3,000 $58,449 $(26,328) $35,121
Capital contributions\I - 4,300 - . 4,300

Net loss

_ : (2,563) | (2,563)
$3,000 - $62,749  $(28.891) $36,858

|

J
Balance, end of year ;
' l
[
I
|
|
[

]
Statement of Liabilities Subordinated to Claims of General Creditors

: Year Ended June 30, 2006

|
:

Balance, beginning of year $ -
[
Increases |

Decreases

Balance, end of year

See notes to financial statements.
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|
Cash flows frqm opel:'ating activities
Net loss | |
Adjustments to reéoncile net loss to net
cash froml operating activities
Changes in operating assets and liabilities
Commissionis receivable
Accounts payable and accrued liabilities

Net cash from operating activities
|
Cash flows fr?m financing activities
Capital contributic:m :
' .
Net increase in cash z:md cash equivalents
. |
Cash and cashi equivalents
Beginning of year} _
End of year

!
1
!
[
I
!
j
!
i
|
|
l
|
|
|
|
]
t
[
|
|
|
|
i
|
|
!
i
|
|

KEYSTONE CAPITAL CORPORATION

Statement of Cash Flows
Year Ended Juné 30, 2006

See notes to financial statements.

$ (2,563)

440
4,847
2,724
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KEYSTONE CAPITAL CORPORATION

Notes to Financial Statements
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THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POL*CIES

The Compan_ly. Keystone Capital Corporation (the "Company”) is a' registered broker-
dealer llicensed by the Securities and Exchange Commission ("SEC") and a member of
the Nzlitional |Association of Securities Dealers and the Securities Investor Protection
Corporation. | The Company provides broker-dealer services as an introducing bfoker-
dealer clearing customer transactions through another broker-dealer on a fully disclosed
basis. ;

t

Accounting Estimates. The preparation of financial statements in conformity. with
generally acclepted accounting principles requires management to make estimates that
affect the reported amounts of assets and liabilities and disclosures of contingent assets
and llEllbllltles at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results may differ from those estimates.

l
Revenlue Recognition. Security transactions and the related commission revenue and
expense are recorded ona settlement date basis.
aE

Income Taxels The Company uses the 11ab111ty method of accountmg for incomeitaxes
whereby deferred tax asset and liability account balances are calculated at the balance
sheet date usmg the current tax laws and rates in effect.

Fmanc:al In'struments The carrying values reflected in the statement of ﬁnanc1al
cond1t}0n at| June 30, 2006 reasonably approximate the fair values for ﬁnanc1al
mstruments In making such assessment, the Company has utilized discounted cash flow
analyses est1mates and quoted market prices as appropriate. No allowance for potentlal

credit losses was considered necessary at June 30, 2006.
|

SUBORDINATED LIABILlTIES

Dunn!g ﬁscal 2006, the Company had no habllmes that were subordmated to the claims
of general crcl:dltors T S o
n : |

|
RELATED PARTY TRANSACTIONS

Durmlg ﬁscal 2006, the Company paid an afﬁllate approx1mate1y $3 300 for the use of
facilities and|adm1mstrat1ve assistance. i

I
INCOME TAXES '

As of June 30 2006, the Company had a net operating loss carryforward (“NOL”) of
approx1mately $28,000 which may be available to reduce future taxable income subject to
any 11m1tat10ns arising from changes in Company ownership. The NOL expires through
2019.] The Company has not recognized any deferred tax assets or liabilities because
future utilization of the NOL is uncertain and timing differences are 1n51gmﬁcant




KEYSTONE CAPITAL CORPORATION

I
|
|
|
: Notes to Financial Statements
i

¢

NET CAPITAL REQUIREMENTS I

Under Rule 15¢3-1 of the Securities Exchange Act of 1934, the Company is required to
mamtam a minimum net capital (as deﬁned) and a ratio of aggregate indebtedness to net
i

capltal'(as defmed) not exceeding 15 to 1. i
|

At une 30 2006, the Company had a ratic 0f 0.27 to 1. Thc basic cor'lcept of the Rule 1s
llqu1d1ty, 1ts ob_lect being to require a broker-dealer in securities to have at all tlmes
sufﬁment 11qu1d assets to cover its current indebtedness. At June 30, 2006 the Company
had net capltal of $36,858 which was $31,858 in excess of the amount required by the
SEC. 1 _ !

l . . |
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
AND INFORMATION RELATING TO THE POSSESSION AND CONTROL.
REQUIREMENTS UNDER RULE 15¢3-3

The C%)mpany relies on Section K (2) (it) of the Securities Exchange Rule 15¢3-3 to
exempt them from the provisions of these rules. *
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'KEYSTONE CAPITAL CORPORATION

Computation of Net Capital
| Pursuant to Rule 15¢3-1
i !
| June 30, 2006 ,
|
! f
' Audited FOCUS,
}’ Financial X-174-5 ‘
' Statements Part IIAI Differences
Total Stockholders’ equity $36,858 $46,66P $ (9,802)
Less non-allowable a!ssets |
Commissions receivable (577) - (577
‘ [ !
Net capital ! $36,281 $46,660  $(10.379)
i : ' o
Total aggregate indebtedness §9863  $3.150 $ 6713
ol o i '
Ratio of aggregate in?iebtedness to net capital 027 0.07
C ' |
Minimum net capital}required $5.000

i
|
l
i

H
i

Note:  The differences result primarily from audit adjustments to accrue commissions receivable and commissions

payable‘.

|
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INDEPENDENT AUDITOR'S SUPPLEMENTARY |~
REPORT ON INTERNAL CONTROL STRUCTURE !

] |

| ,
Keystone Capital Corporation:

In planning and performmg our audit of the financial statements and supplementary schedules of
Keystone Caplltal Corporation (the “Company”) for the year ended June 30, 2006, we considered
its internal coptrol including control activities for safeguarding securities, m'order to determme
our auditing procedures for the purpose of expressing our opinion on the ﬁnanmal statements and
not to prov1de assurance on internal control. Also, as required by rule 1 7a- 5(g)(1) of the
Securities and Exchange Commission (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 1ndebtedness 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,

we did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.

|
2. Recordation (f)f differences required by rule 17a-13.

3. Comp1lying with the requirements for prompt payment for securities urider 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 maintainin g internal control
and the pract1ces and procedures referred to in the preceding paragraph. In fulﬁlhng this
responsrblhtyi, estlmates 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
preceding paragraph and to assess whether thosé practices and procedures ican be expected to
achieve the SEC s above-mentioned objectives. Two of the objectives of internal control and the
practices and'procedures are to provide management with reasonable but not absolute assurance
that assets for Wh]Ch the Company has responsibility are safeguarded| against ‘loss from
unauthonzedl use or disposition and that transactions are executed in accordance with
management’ s authorization and recorded properly to permit the preparatlon of financial
statements in conformity with generally accepted accounting principles.- Rule 17a-3(g)- lists
additional objectwes of the practices and procedures listed in the preceding paragraph

Because of 1|nherent limitations in internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them
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to future periods is shbject to the risk that they may become inadequate because of changes in
conditions or that the'effectiveness of their design and operation may deteriorate.

Our consideration of lintemal control would not necessarily disclose all matters in internal control
that might bel materlal weaknesses under standards established by the American Institute of
Certified Pubhc Accountants A material weakness is a condition in which the de51gn or
operation of the SpCleiC internal control components does not reduce to a relauvely low level the
risk that errors or fraid in amounts that would be material in relation to the ﬁnancml statements
being audited tnay occur and not be detected within a timely period by employees in the normal
course of performmg their assigned functions. We noted no matters mvolvmg the control
environment and accounting system and their operation that we consider to be a material
weakness as defined zlabove )

We understand that the practices and procedures that accomplish the objectlves referred 1o in.the
second paragraph of this report are considered by the Commission to be adequate for its purposes
in accordance with the Securnities Exchange Act of 1934 and related regulatlons and that
practices and procedures that do not accomplish such objectives in all, materla] respects indicate a
material madequacy for such purposes. Based on this understanding and on our study, we bélieve
that the Company S practlces and procedures were adequate at June 30, 2006, to meet the SEC’s

objectlves I : . Ay

This report is intended solely for the use of management, the Securities and Exchange
Commission, the Nauonal Association of Securities Dealers, Inc., and other regulatory agencies
which rely on irule 17a -5(g) under the Securities Exchange Act of 1934 and should not be used by
anyone other than these specified parties. : |

ﬁ«mﬂ gfam.,?/é*\ Arc

BOROS & FARRINGTON APC
San Diego, California ~ :
August 4, 2006 f _ ' ' |
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