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OATH OR AFFIRMATION

I, ANTONY_L. TURBEVILLE , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

____ BROOKSTONE SECURITIES, INC. ' , as
of _ DECEMBER 31 , 2006 , 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:

NONE
e Natary Public State of Fiorida . """'"—:?T:‘.a.u 2
?ﬁ’%ﬁ Kathy j Holgman %6 s , .
T My Comnussion DD522 ]
BIE  Expires 03152010 ANTONY L. TURBEVILLE, PRESIDENT étg)
itle

This report ** contains {check all applicable boxes)

(a) Facing Page.

(b) Statement of Financial Condition.

(c)} Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. - -

(¢) Statement of Changes in Stockholders™ Equity or Partners’ or Sole Proprictors’ Capital.

{f) Statement of Changes in Liabilities Subordmatcd to Claims of Creditors.

(g) Cemputation of Net Capital.

(h) Computation for Determination of Reserve Requlrements Pursuant to Rule 15¢3-3.

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

(i A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconctliation 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.
{n) A reportdescribing any material inadequacies found to exist or found to have exlsted since the date of the previous audlt

0O0E 0 DOORORORREZ

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Certified Public Accountant

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
Brookstone Securities, Inc.

1 have audited the accompanying statement of financial condition of Brookstone Securities, Inc. as of December
31,2006, and the related statements of income, changes in stockholder’s equity, and cash flows for the year then
ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial
statements are the responsibility of the Company's management. My responsibility is to express an opinion on
these financial statements based on my audit.

I conducted my audit in accordance with generally accepted auditing standards in the United States of America.
Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An 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 significant estimates made by management, as well as evaluating the overall
financial statement presentation. [ believe that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Brookstone Securities, Inc. as of December 31, 2006, and the results of its operations and its cash
flows for the year then ended in conformity with accounting principles generally accepted in the United States
of America.

0ol /Mm (A

February 15, 2007

3.

Member: AICPA, FICPA
42150ld Road 37 # Lakeland. Florida 33313
Telephone: 863-701-7885 ® 863-709-8306 * Fax: 863-701-7857 » Email: RAMOSCPAI @AQL.COM
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BROOKSTONE SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006
ASSETS
CURRENT ASSETS .
Cash
Receivables:
Commissions . .
Other < !
Advances

Prepaid expenses
Total current assets

EQUIPMENT
Office equipment
Accumulated depreciation

Net equipment
DEPOSIT

Total assets

CURRENT LIABILITIES
Accounts payable
Commissions payable
Due to affiliated company .
Due to stockholder

Tot_al current liabilides

STOCKHOLDER’S EQUITY
- Common stock, 10,000 no par shares
authorized; issued and outstanding, 100
Paid-in capital *
Treasury stock, at cost
Retained earnings

Total stockholder’s equity

Read accompanying notes to financial statements.

)

4.

LIABILITIES AND STOCKHOLDER’S EQUITY

3 58,418

295,781
75,000
29,621

4219

S ————— e

$ 19,060
226,372
54,105

500

300,037

- 100
6,000
(118,414

__ 276,840

164,526

B 464,563




REVENUES
Commissions

" T'otal revenues

OPERATING EXPENSES

Commissions

Clearing and related fees
Payroll and related expenses
Professional fees
Adpvertising

Equipment expenses

Office expense

Occupancy

Travel .

Telephone

Miscellaneous
"Automobile

Toral expenses

NET INCOME

BROOKSTONE SECURITIES, INC.
STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2006

Read accompanying notes to financial statements.

-5.

$ 3835638

3,835,638

3,091,656
174,432
249,600
135,891

43376
22,174
15,357
-9.402
2,419
1,923
1,841
1352

————

3,749,423

$ 86.215

!

A




BROOKSTONE SECURITIES, INC. : CoF

STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

YEAR ENDED DECEMBER 31, 2006

TOTAL
: TREASURY |  STOCK-
COMMON  PAID-IN  STOCKAT RETAINED HOLDER'S
STOCK CAPITAL COST EARNINGS _EQUITY
BALANCE, ;
December 31, 2005 $ 100 $ 6000 § (118414) $ 190625 § 78311 -
. NET INCOME : _ L 3 86.215 86215 =
BALANCE, . B .
December 31, 2006 $ 100 $ 6000 $ (118414) § 276840  § 164526

« -
1 . .

Read accompanying notes to financial staternents.
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BROOKSTONE SECURITIES, INC,
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2006

CASH FLOWS FROM OPERATING ACT IVITIES

‘Net income - ’ $ 86,215
Ad)ustment to reconcile net earnings to net .
cash provided by operating activities: v
Depreciation ] : ’ . 178
Increase in receivables , v {180,984)
Decrease in prepaid assets =~ 1,461
Increase in deposit Lo e R (174)
Incréase in accounts payable - . - ' : : 16,724
Increase in commissions payable ) - o ’ ‘ 34,701
Decrease in due to affitiated company L (11,374)
Increase in due to stockholder ~ +  F . ' 500
Net cash from operalmg activities i {52,753)
CASH USED BY INVESTING ACTIVITIES . ) . _
Purchase of eqmpmcnt ; - o - ' : f, ' f - 1,528
Net cash used by investing activities (1,528),
NET INCREASE (DECREASE) IN CASH (54,28'1)
CASH, December 31, 2005 112699
CASH, December 31, 2006 : $ ' 58418
SUPPLEMENTAL DATA ) A
Income taxes paid $ -

“Interest paid ° -

Read accompanying notes to financial statements.
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BROOKSTONE SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

DESCRIPTION OF COMPANY - Brookstone Securities, Inc. (the "Company") is a broker-
dealer registered with the Securities Exchange.Commission (SEC) and the National Association of Securities
Dealers (NASD). The Company is a Florida' corporation formerly known as Resource- Realty Investment
Securities Enterprises, Inc. d/b/a RISE, Inc. In 2006, the two entities merged. The surviving company was

Brookstone Securities, Inc. Brookstone Securities, Inc. is wholly-owned by Brookstone Capital Management,
LLC (the "Parent"), a Florida limited Liability company.

BASIS OF ACCOUNTING - The Cotmpany’s policy is to prepare its financial statements on the
accrual basis of accounting,

ESTIMATES - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

CASH - For the purposes of reporting cash flows, cash includes cash on hand, in bank accounts
and invested cash with maturities of three months or less.

RECEIVABLES - Amounts due to the Company at year end are deemed fully collectble. Thus,
no allowance for doubtful accounts is recorded. Of the commissions due to the Company at year end, $145,378
were due from a clearing organization. Pursuant to written agreement, the Company maintains deposit accounts
with the clearing broker-dealers in the event a customer defaults on payments for securities. These deposit
balances were reported at $75,000 at December 31, 2006, and are reported as other receivables.

EQUIPMENT - Equipment consists of office equipment and is stated at cost. Depreciation is
computed over the estimated useful lives of the assets by the declining balance methods.

LIABILITIES - At December 31, 2006, there were no liabilities that were subordinated to general
creditors. .

INCOME TAXES - There are no timing differences used by the Company which would result
in the creation of a deferred tax account. Income for tax purposes 1s approximately the same as income reported
for accounting purposes. ‘The Company is included in the consolidated federal income tax return filed by the
Parent.

CONCENTRATIONS OF CREDIT RISK - The Company is engaged in various activities in
which counterparts include broker-dealers and financial institutions. In the event counterparties do not fulfill
their obligations, the Company may be exposed to risk. The risk of default depends on the creditworthiness or
issuer of the instrument. It is the Company’s policy to review, as necessary, the credit standing of each
counterparty.

FAIR VALUE OF FINANCIAL INSTRUMENTS - Management believes that substantially
all of the Company’s financial assets and liabilities are carried at fair value or amounts which, because of their
short-term nature, approximate current fair value.




BROOKSTONE SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
(concluded)

NOTE 2- NET CAPITAL REQUIREMENTS

The Comp;my is subject to the Securities and Exchange Uniform Net Capital Rule (SEC Rule 15¢3-
1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness
to net capital, both as defined, shall not exceed 15 to 1 (and the rule of the "applicable” exchange also provides
that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed
10 t0 1.} At December 31, 2006, the Company had net capital of $129,162 which was $99,157 in excess of its
required net capital of $20,002. The Company’s net capital ratio was 2.32 to 1.

NOTE 3- RELATED PARTY TRANSACTIONS

During 2006, the Company was charged $301,978 for goods and services provided to it by T
Squared Financial Group, Inc. ("T Squared"), a company affiliated by common control. These charges for goods
and services are provided pursuant to a written agreement between the Company and T Squared. The Company
effectively shares in expenses incurred by both entities. At December 31, 2006, the Company owed T Squared
$54,105 for such goods and services. Office rent of $7,710 was included in the charges from T Squared.

The Company mcurred an expense of 3585 555 pnmanly for commissions earned by the owner
of the Parent company. Of that, §35,243 was unpaid at December 31, 2006.

NOTE 4- COMMITMENTS

In 2006, the Company entered into a software compliance subscription agreement effective through
September 30, 2008. The future minimum payments under this agteement are:

Year ending December 31:
2007 § 22875
2008 24,750
2009 : 20,250

In addition to the base charge, there is an access fee per representative charge of $30. This fee has
typically been $900 per month. During 2006, the Company incurred an expense of $7,585 as a result of this
agreement.

. During 2006, the Company incurred a total rental expense of $29,413 for the aforementioned
subscription, office facilities and equipment.

NOTE 5- COMMISSIONS

The Company’s two largest revenue sources are First Southwest Company and Jackson Nationial

Life Insurance Company providing commissions of approximately $1,458,000 and $1,367,000, respectively. A

significant portion of the Company’s commissions expense is attributable to the owner of the Parent company

as described above, and two other representatives. Each of the other two representatives, Jeffrey ID. Renaker
‘and Christopher D. Kline were paid $1,089,758 and $349,728, respectively.

9.
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Certified Public Accountant

INDEPENDENT AUDITOR'S REPORT
ON SUPPLEMENTAL INFORMATION REQUIRED
BY RULE 17a-5 OF THE SECURITIES EXCHANGE COMMISSION

To the Board of Directors of
Brookstone Securities, Inc.

[ have audited the accompanying financial statements of Brookstone Securities, Inc. as of and for the year ended
December 31, 2006, and have issued my report thereon dated February 15, 2007. My audit was conducted for
the purpose of forming an opinion on the basic financial statements taken as a whole. The informauon
contained in the Schedule of Net Capital is presented for purposes of additional analysis and is not a required
part of the basic financial statements, but is supplemental 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 my opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

O, K. s, CHH

February 15, 2007
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. BROOKSTONE SECURITIE
SCHEDULE OF NET CAPITAL UNDER SEC RULE 15¢3-1

' DECEMBER 31, 2006

NET CAPITAL
Stockholder’s equity per statement of financial condition

Less unallowed assets:
Advances
Prepaid assets
Equipment, net of depreciation
Deposit

Net capital

AGGREGATE INDEBTEDNESS .

Accounts payable
Commisstons payable
Due to affiltated company
Due to stockholder

Total aggregate indebtedness

RECONCILIATION WITH COMPANY’S COMPUTATION

" Net capital as reported in Company’s Part 11
(unaudited) FOCUS report

Add rounding

Net capital as reported above

$ 164,526

29,621
4219
1,350

174

$ 129,162

$ 19,060
226,372
54,105

500

§ 300,037

$ 129161

1

3 129,162

Note:  There are no material differences in the computation of net capital and required net capital as

reported above and the FOCUS report filed for December 31, 2006.




Certified Public Accountant

INDEPENDENT AUDITOR'S REPORT
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Board of Directors of
Brookstone Securities, Inc.

[n planning and performing my audit of the financial statements of Brookstone Securities, Inc. (the "Company™)
for the year ended December 31, 2006, I considered its internal control, including control activities for
safeguarding securities, in order to determine my auditing procedures for the purpose of expressing my opinion
on the financial statements and not to provide assurance on the internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), I have made a study of
the practices and procedures followed by the Company, including tests of compliance with such practices that
T considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of the
aggregate indebtedness (or aggregate debits) 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, I did not review the
practices and procedures followed by the Company in any of the following:

1. Making quartetly securities examinations, counts, verifications, and comparisons and recordation of
differences required by rule 17a-13;

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Govemors of the Federal Reserve System;

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin securities
of customer as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal 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 preceding paragraph and to assess whether those practices and
procedures can 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 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 the preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

-12-

Member: AICPA, FICPA
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Because of inherent limitations in internal control or the practices and procedures referred to above, etror 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 conditions or that the effectiveness of their
design and operation may deteriorate. '

My consideration of internal control would not necessarily disclose all matters in internal control that might be
matertal weaknesses under standards established by the American Insatute of Certified Public Accountants. A -
material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may occur and not be
detected within a timely pertod by employees in the normal course of performing their assigned functions.
However, I noted no matters involving internal control, including control activides or safeguarding securities,
that I consider to be material weaknesses as defined above.

I 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 understanding
and on my study, I believe that the Company’s practices and procedures were adequate at December 31, 2006,
to meet the SEC’s objectives.

This report 1s intended solely for the information and use of the Board of Directors, management, the SEC,
NASD, and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act 0of 1934 in their
regulation of registered brokers and dealers, and is not intended to be and should not be used by anyone other
than these specified parties.

Wﬁ(ﬁ:@é/ﬁ'

February 15, 2007
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