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OATH OR AFFIRMATION

IR Robert Kargman . swear (or affirm) that, 10 the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining 1o the firm of
Boston Investment Securities Corporation - a8

of December 31 . 2006 . are true and correct. | further swear (or affirm) that

neither the company ner any pariner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer. except as foitows:

/ ;’9 ;2
Lo i

Signanye

—  Presidejt

“itle

Notary Public

‘his report ** contains (check all applicable boxes):

{a) Facing Page.

(M) Statemem of Financial Condition.

(¢) Swatement of Income (Loss).

{d) Statement of Changes in Financial Condition.

{¢} Statement of Changes in Stockholders” Equity or Partners” or Sole Proprietors” Capital.

(Y Statement of Changes in Liabilities Subordinated 10 Claims of Creditors.

() Computation of Net Capital,

(hy Computation ler Determination of Reserve Requirements Pursuant 1o Rule [5¢3-3.

{i) Information Relating to 1he Possession or Control Requirements Under Rule 15¢3-3.

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

(1} An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found 10 exist of found 10 have existed since the date of the previous audit.
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** For conditions of confidential trearment of ceriain portions of this filing, see section 240 17a-5(e)f3).
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INDEPENDENT AUDITOR'S REPORT

The Board of Directors
Boston Investment Securities Corporation
Boston, Massachusetts

We have audited the accompanying balance sheet of Boston Investment Securities Corporation (an S Corporation)
as of December 31, 2006, and the related stalements of income, stockholder's equity and cash flows for the year
then ended. These financial statements are the responsibility of the Company's management. QOur responsibility is
to express an opinion on these financial staternents based on our audit.

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 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. We believe that our audit provides a reasonable basis for our opmion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Boston Investment Securities Corporation as of December 31, 2006, and the results of 1ts operations,
changes in stockholder's equity, and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

(Ll

January 13, 2007




BOSTON INVESTMENT SECURITIES CORPORATION
BALANCE SHEET
DECEMBER 31, 2006

ASSETS

Current assets:
Cash - operations
Miscellaneous prepaid expenses

Total current assets

Total assets

LIABILITIES AND STOCKHOLDER'S EQUITY
Current liabilities:
Accrued expenses

Total current liabilities

Total liabtlities

Stockholder's equity:
Common stock, 10,000 shares authorized,
100 shares issued and outstanding
Additional paid in capital
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

See notes to financial statements.

283,699
1,101

284,800

284,800

3,600

3,600

3,600

100
53,200
227,900

281,200

284,800




l BOSTON INVESTMENT SECURITIES CORPORATION
STATEMENT OF INCOME
l YEAR ENDED DECEMBER 31, 2006
l Income:
Fee income 3 215,832
' 215,832
\
Expenses:
l Professional Fees 188,750
Administrative 2,369
l Insurance 417
191,536
l Net income 5 24,296
1
l See notes to financial statements. 3
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l BOSTON INVESTMENT SECURITIES CORPORATION
' STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2006
Cash flows from operating activities:
Net income {loss) $ 24,296
I Changes in assets and liabilities:
(Increase) decrease in assets:
I Prepaid expenses (88)
(Increase} decrease in habilities:
Accrued expenses (555)
l Net cash provided by (used in) operating activities 23,653
l Net increase (decrease) in cash 23,653
Cash, beginning of year 260,046
' Cash, end of year $ 283,699
l See notes to financial statements. 5




BOSTON INVESTMENT SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2006

Organization and nature of operations:

The Company, which was organized as a Massachusetts corporation on November 7, 1984, pursuant to
Chapter 156B of the Massachusetts general laws, was formed to engage in and camry on the business of a
broker-dealer in secunities, including but not limited to the buying and selling, dealing and trading 1in,
acquiring and disposing of, in every lawful manner whatsoever, as principal or as agent, any and all
negotiable and non-negotiable instruments or securities; and, in general to carry on any and all businesses and
activities permiited 10 corporations organized under the provisions of Chapter 156B wherever the same may
lawfully be done. Boston Investment Securities Corporation will limit its broker/dealer operations to those
described in Paragraphs (a)(2)(i1), (a)}(2)(iii) and (a)(2)(iv) of SEC Rule 15¢3-1. The Corporation 1s licensed
10 do business in Massachusetts.

Summary of significant accounting policies:

Methed of accounting

The Company maintains its accounts and presents its financial statements on the accrual method of
accounting in accordance with accounting principles generally accepted in the United States of America.

Use of estimates

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
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses dunng the reporting period. Actual results
could differ from those estimates.

Fee income

Fee income represents fees eamed from syndications of affiliated and non-affiliated real estate entities. These
fees are recorded as income when the syndication is complete and collectibility is reasonably assured.

Income taxes

The Company has elected to be taxed as a corporation under the provisions of Chapter S of the Internal
Revenue Code. This election also applies for state income tax purposes. Accordingly, no federal or state
corporate income taxes will be payable by the corporation. Instead, the stockholder will be responsible for

reporting his share of the corporation’s taxable income or loss on his individual income tax returns.

Cash and cash equivalents

The Company considers all investment instruments purchased with a maturity of three months or less to be
cash equivalents. As of December 31, 2006, the Company did not hold any cash equivalents.

Stockholder's equity:

The Company is subject to the “Net Capital Rule” of the Securities and Exchange Commission which
requires the maintenance of minimum net capital and requires that the aggregate indebtedness, as defined,
shall not exceed 15 times net capital, as defined. At December 31, 2006, the Company's net capital was
$280,099 and the required capital was $5,000.



BOSTON INVESTMENT SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED DECEMBER 31, 2006

Related party transactions:

During the year ended December 31, 2006, the Company paid consulting fees in the amount of $185,000 to a
related party.

Cash, restricted deposits and funded reserves:

The Company maintains cash balances in one bank located in Massachusetts. The balances are insured by
the Federal Deposit Insurance Corporation up to $100,000. The account balance fluctuates throughout the
Company’s monthly business cycle, which results in the balance exceeding insured hmits from time to time.
The Company has not experienced any losses in such accounts, and monitors the credit-worthiness of the
financial institutions with which it conducts business directly. Management believes that the Company is not
exposed 1o any significant credit risk on its cash balances. At December 31, 2006, the Company has
approximately $368,700 of uninsured balances.
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INDEPENDENT AUDITOR'S REPORT ON

ADDITIONAL INFORMATION REQUIRED BY RULE

17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

The Board of Directors
Boston Investment Securities Corporation
Boston, Massachusetts

We have audited the accompanying financial statements of Boston Investment Securities Corporation as of and for
the year ended December 31, 2006, and have issued our report thereon dated January 13, 2007. QOur audit was
conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
additional information contained on pages 9 and 10 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(d)(3) and
(4) of the Securities and Exchange Commission. 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 material respects in
relation to the basic financial statements taken as a whole,

Q_J&w

January 13, 2007




BOSTON INVESTMENT SECURITIES CORPORATION

FINANCIAL AND QPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART A

DECEMBER 31, 2006

COMPUTATION OF NET CAPITAL

Total stockholder's equity from balance sheet
Deductions and/or charges:

Total nonallowable assets from balance sheet

Net capital

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required

Excess net capital

Excess nel capital at 1,000%

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total A.l liabilities from balance sheet

Ratio of aggregate indebtedness to net capital

$ 281,200

(1,101)
$_ 280,009
3 5,000
b 275,099
b 279.73%
$ 3.600

0.013

There are no material differences between the above computation and the Company's corresponding unaudited

filing.
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BOSTON INVESTMENT SECURITIES CORPORATION

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A

DECEMBER 31, 2006

(Continued)

STATEMENT RE EXEMPTION FROM RESERVE REQUIREMENTS

The Company is not required to maintain a “Special Reserve Bank Account for the Exclusive Benefit of
Customers” because it is exempt from Rule 15¢3-3.

The Company does not have possession of securities in the normal course of business and will prompily deliver all

securities which might come into its possession. The Company does not hold securities or funds for any customer
or owe funds or securities to any customer.

STATEMENT RE SIPC ASSESSMENT

The Company is a member of the Securities Investor Protection Corporation and paid its 2006 annual assessment
of $150 in January 2005.

10
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5 WHEN CLAIMING AN
EXEMPTION FROM SEC RULE 15C3-3

The Board of Directors
Boston Investment Securities Corporation
Boston, Massachusetts

In planning and performing our audit of the financial statements and supplemental schedules of Boston Investment
Securities Corporation as of and for the year ended December 31, 2006, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal control over financial
reporting (internal control) as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, we do not express an opinion on the effectiveness of the Company’s
internal control.

Also, as required by rule 17a-5(g)(1) of the Secunties and Exchange Commission (SEC), we have made a study of
the practices and procedures followed by the Company including consideration of control activities for
safeguarding securities. This study included 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 (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 secunities accounts for customers or perform custodial
functions relating to customer secunties, 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 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

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
praclices and procedures are {o 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 authonzation 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.

11




- Eh TR S S Ve s e =

Because of inherent limitations in internal control and 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 pertods is subject 1o the
risk that they may become inadequate because of changes in conditions or that the effectiveness of their design
and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency 1s a control deficiency, or combination of control deficiencies, that adversely affects the
Company’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of
the Company’s financial statements that is more than inconsequential will not be prevented or detected by the
Company’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected
by the Company’s internal control.

Qur consideration of internal control was for the limited purpose described in the first and second paragraphs and
would not necessarily identify all deficiencies in internal control that might be material weaknesses. We did not
identify any deficiencies in internal control and control activities for safeguarding securities that we consider 1o be
material weaknesses, as defined above.

We 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 Sccuritics 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 our
study, we believe that the Company’s practices and procedures, as described in the second paragraph of this
report, were adequate at December 31, 2006, 1o meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, 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 intended to be and should not be used by anyone other than these
specified parties.

Lt C w

January 13, 2007
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