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OATH OR AFFIRMATION

1

|

AR Gabriel F. Thornhill , swear {(or afﬁrm)l that, o the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Thornhill Securities, Inc. . asiof

December 31, 2006 , are true and correct. I further swear (or affirm) that neither the company nor, any partner,
proprietor, principal officer or director has any proprietary interest in any account classified soley as that of a customer,
except as follows:

NONE

Signature

President |

W, VANGIE C CERDA | Tte |

»"2 Notary Public, State of Toxas
iad My Commission Expires

fn\}'\t\ . December 09, 2010

Tiliry,
i 2y,
% e,

&x_‘!- S0l

L)Ck,mm, ( Cuch,

1 Notary Public

l
!
This report** contains (check all applicable boxes): o I
(a) Facing page. )
(b} Statement of Financial Condition. : l
{c) Statement of Income (Loss). E
(d) Statement of Cash Flows. !
(e} Statement of Changes in Stockhelders” Equity or Partners’ or Sole Proprietor’s Capital. '
() Statement of Changes in Liabilities Subordinated to Claims of Creditors - None. I
(g) Computation of Net Capital. _
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3. ‘
(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3. : ‘
(j) 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 Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods
of consolidation. . _
(I) An Oath or Affirmation. |
(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
previous audit.
. (o) Independent auditor’s report on the internal control as required by SEC rule 17a-5.

oOm 0O OOoOECOREEEN

**Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(ej(3).
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholder of Thomhill Securities, Inc.:

We have audited the accompanying statement of financial condition of Thombhill Securitics, Inc.

as of December 31, 2006, and the related statements of operations, shareholders’ equity, and cash, *
flows for the ycar then ended that you arc filing pursuant to rule 17a-5 under the Securities;

Exchange Act of 1934. These financial statements are the responsibility of the Company’s
management. QOur responsibility is to express an opinion on these financial statements 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 thc 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 opinion.

E
|

In our opinion, the financial statements referred to above present fairly, in all matcrlal respects, '
the financial position of Thomnhill Securities, Inc. as of December 31, 2006, and the results of 1 its!
operations and its cash flows for the ycar then ended in conformity with accountmg pl’ll’)ClplESl
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements{
taken-as a whole. The information contained in Schedule | is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementali
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 material respects in relation to the basic financial
statements taken as a whole.

PMB Helin Donovan, LLP
PYB Holin Dovore ., e F

Austin, Texas
February 21, 2007

PMD HELIN DONQVAN. WP + A MEMEER OF RUSSELL BEDFORD INTERNATIONAL

SAN FRANCISCO. CALIFORNIA ORANGE COUNTY, CALIFORNIA AUSTIN, TEXAS HOUSTON, TEXKAS

50 Francisco Street, Suite 120 18301 von Karman Avenus, Suite 430 5918 Wast Courtyard, Suite 400 5847 Sen Felipe, Suite 3210
San Francisco, CA 94133 Irvine, CA 92612 . Austin, TX 78730 Houston, TX 77057

e (4151 399-1330 le! (949) 7249584 &l {512) 2588670 1e1 (713} 426-3500

fax (415) 3999212 fax (949) 724.9880 fax (512) 258-5895 fax {713) 426-3553
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THORNHILL SECURITIES, INC.

Statement of Financial Condition
December 31, 2006

Assets

Cash and cash equi'va]ents

~ Securities owned

Clearing deposit

. Prepaid expenses

Receivable from broker dealer-
Fixed assets, net

Total assets \

Liabilities and Shéreholde_rs' Equity

_Liabjlities:

Accrued expenses -
Accounts payable-
Taxes payable

Total liabilities

" Shareholders' equlty

'Common stock $0.01 par Value 1 000 000 shares
authorized, 30,000 shares issued and outstanding
Additional pald in capital
'Rétained earnings ™
Total Sharehplders' equity

Total liabilities and shareholder's equity

. See notes to financial statements and independent auditors' repor't.'

291,356

54,710

100,000°

21,004
4,220
4,308

475,598

9,022 '

2,689 .
1,000

12,711

300j
78,290
384,297

462,887

475,598




THORNHILL SECURITIES, INC.
Statemer_lt of Income
For the Year Ended December 31, 2006

Revenues
-~ Brokerage revenues
Interest and other

Total revenues

Expenses
Commissions, employee compensation and benefits
Clearing fees o
Occuparicy
Communications and exchanges
Depreciation
Other

Total cxpenses
Income before income tax expenses
Income tax expenses

Net income

. See notes to financial statements and independent auditors' report.

'
’

874,373
22,025

896,398

606,793
105,168

47,271
40,573

5,070
76,191

881,066

15,332

3,633

6,699
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THORNHILL SECURITIES, INC.
Statement of Shareholders' Equity
For the Year Ended December 31, 2006

_ Additional
Com stok Fidin Retained .
. Shares Aount Caijtal Earning Tatal
Balance_s at January 1, iOOS 30,000 3 300 _ 78,290 ' _ _377,598 456,188
Net income - L - 6,699 6,699
Balances at December 31, 2006 © 30,000 $ .300 - 78,290 . 384,297 $ 462,887

See notes to financial statements and independent auditors’ report.
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THORNHILL SEURITIES, INC
Statement of Cash Flows
For the Year Ended December 31, 2006

Cash flows from operating activities:
Net income '
Adjustments to reconcile net income to net cash
“used by operating adtivities:

Depreciation expense

Changes in assets and liablitlies:
Securities owned
Receivable from broker dealer
Prepaid expenses
Incomg taxes payable
Accounts payable and accrued expenses

Net cash used by operating activities

Cash flows from investing activities:
Purchase of property and equipment

Net cash provided by investing activities
Cash ftows from ﬁhancing activities:
Net increase in cash
Cash and equivalents a.t beginning of year
Cash and_equivalentls a.t end (_)f-year

Supplemental disclosures of cash flow information
Cash paid for income taxes

Cash paid for interest

See notes to financial statements and independent auditors’ report.

5

%

6,699

5,070

118,922
8,786

(6,711)

(23,606)

(37,808)

71,352

(1,759)

' (1,759)

69,593

, 221,763

' 291,356

27,250
204
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‘Note 1- Description of Business

-Company operates under the prov1s1ons of Paragraph K{(2)(ii) of Rule 1503 3 of the SEC, and

‘Basis of Accounting

-Fixed Assets

‘Fixed assets are stated at cost. Depreciation is computed using the straight-line method over the
estimated useful life of the asset, generally five years.

THORNHILL SECURITIES, INC.
Notes to the Financial Statements
December 31, 2006

Thornhill Securities, Inc. (Company) is a majority-owned subsidiary of Austin Trust Company
(Parent). The Company is a registered broker-dealer in the general securities business. Securities
traded include, but are not limited to, stocks, corporate bonds, U.S. government and government
agency secuntles mutual funds, money market instruments, and” tax- -exempt securities. The

accordingly is exempt from the remaining provisions of that Rule. The Company $ customers
consist primarily of individuals located in Texas and New Jersey.

+

Note 2- Summary of Significant Accounting Policies

I

These financial statements are presented on the accrual basis of accounting in accordance with

generally accepted accounting principles whereby revenucs and expenses arc recognlzed in the
period eamed or incurred.

Cash Equivalents

.

T

For purposes of the statements of cash flows, the: Company considers short-term investments;
which may be withdrawn at any time without penalty, and restricted cash, which will become -

available within one year from the date of the financial statements, to be cash equivalents.

Securitics Transactions

Securities transactions and the rélated commissions revenucs and expenses are recorded on the
trade date basis. '

Income Taxes

Differences in the recognition of revenues and expenses for tax and financial statcment purposes
.and differences in the amount which would result from applymg the statutory tax rates to income

before provision for i income taxes and income tax expense are not signific cant

Estimates - ¢

: N . - . . ! .

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

b




_The Company is subject to the SEC uniform net éapital rule (15¢3-1), which requires the

- Note 4- Related Party Transactions

‘During February 1990; 51% of the outstanding sharcs of the Company were purchased by its; -

. THORNHILL SECURITIES, INC.
Notes to the Financial Statements :
December 31, 2006 !

Note 2- Summary of Significant Accounting Policies (continued)
Financial Instruments and Credit Risk

Financial instruments that potentially subject the Company to credit risk include cash and cash
equivalents, receivables from broker-dealers and clearing organizations, and sccurities owned.
The Company had cash balances in excess of federally insured limits of $100,000 at various times
during 2006. Securities owned consist of securities held for trading purposes. Securities that are'.
marketable are stated at fair market value (as determined by quoted market prices). The increase
or decrease in net unrealized appreciation or depreciation of securities is credited or charged to

operations. ’
' |

Clearing Agreement
Thornhill Securities, Inc. has a clcaring agreement with the Pershing Division of The Bank of; -
New York (Pershing) whereby Pershing clears transactions for the Company’s customers and

carrics the accounts of such customers on a fully disclosed basis as customers of Pershing.

Note 3- Net Capital Requirements

maintenance of a minimum amount of net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. Rule 15¢3-1 also provides
that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio; .
would exceed 10 to 1. At December 31, 2006, the Company had net capital, aggregatc
indebtedness and net capital requirements of $429,414, $12,711 and $50,000, respcctively. The
Company’s nct capital ratio was .03 to 1. ) I

Parent at an_amount approximating book value. Its Parent uses the Company for its trading
activities. Total commission revenuc to the Comipany generated from trades made from its Parent:
and its officers totaled $78,488 in 2006.

The Company leases office space and shares a phone system with its Parent. As a result, the:

Company has allocated a portion of its Parent’s occupancy and general and administrative,
expense based on approximate usage. In 2006, the Company made payments of $60,896. The .
Company had a payable to the Parent in the amount of $678 at December 31, 2006.

Note 5- 401(k) Plan

The Company’s employees are covered by a defined contribution plan that is intended to qualifyr
under Intenal Revenue Code Section 401(k). The plan covers all employees who are 21 years of .
age and older. Employee contributions are made through salary reductions and are curre:nt_lyi
matched 50% by the Company up to a maximum of $1,000 per employee. The contributions vest
to the employee over a six-year period. The Company made matching contributions of 3935
during 2006.




THORNHILL SECURITIES, INC. !
Notes to the Financial Statements
N : December 31, 2006

Note 6— Fixed Assets

— e o

Fixed assets consisted of the following at December 31, 2006:

Furniture and fixtures § 23972
‘ Equipment and computers 23,805
- : ' ‘ : : . 41777
"Less: accumulated depreciation . (43,469)

o ' . $ 4,308

Note 7- Commitments and Contingencies

Operating Lcases

The Company lcascs ofﬁce equipment and office space, under non-cancellable operating leases.
b The office space is leased from the Company’s parent. Rental cxpense for these leases was

$49,539 for the year ended December 31, 2006. Future minimum lease payments in excess ofy -
- one year at December 31, 2006, arc as follows

| 2007 ~$26370
| 2008 ' 1,260

: : $27.630
, - Litigation :

i The Company is subject to various claims. and legal actions arising~ in the ordinary course of
: l , business. At December 31, 2006 thc Company was not involved in any lltlgatlon or active lcg,aﬂ
' actions.

Clearing Agreemcnt

Included in -the Company s clearing agrecment with its clearing broker dealer, is an ‘
" indemnification clause. This clause relates to instances where the Company’s customers fail to -
settle security transactions. In the event this occurs, the Company will indemnify the clearing’
" broker-dealer to the extent of the net loss on any unsettled trades. At December 31, 2006I
management of the Company had not been notified by the clearing broker-dealer, nor were they
" otherwise aware, of any potential losses relating to this mdemmﬁcatron

The agreement with the clearmg broker-dealer calls for minimum charges of $100,000 annually, -
during the entire period of the agreement.

Note 8- Office of Supervisory Jurisdiction

In 2004, the Company entered an agreement with a group of brokers to open .an Office of .
Supervisory Jurisdiction (“OSJ”) in Houston, Texas. The brokers. were independent contractors of

‘ - the Company. The OS] operated under. the name of the independent contractors and the ‘
| independent contractors were solely responsible for all expenses of the opening and opcratrng of

' the OSJ :




THORNHILL SECURITIES, INC.
Notes to the Financial Statements
December 31, 2006

‘Note 8- Office of Supérvisory'.furisdiction .(conti'nue.d).

The independent contractors paid the Company 20% of the.gross commission income generated
from the OSJ monthly and the Company billed the independent contractors’ costs and expenses
incurred at the Austin office in connection with the establishment and operatmg of the OSJ.
Payments were made by the Company deducting them from the OSJ’s :commission account.
During 2006, the Company made broker commission payments of $188,701 to employees of the
0SJ. The agreement with the OSJ was terminated in July 2006

Note 9 — Income Taxes

Federal and state income tax cxpenée.for the year ending December 31, 2006 totaled $8,633 as
follows: : ‘ S

Federal income tax - $ 4815 -
State income tax - 3.818
Total income tax expense $ 8.633

There were no significant temporary differences that give rise to deferred tax assets or liabilities|

as of December 31, 2006. ' . i

A

A reconciliation of the U.S. statutory income tax rate to the cffective rate for the year ended!’

December 31, 2006 is as follows:

Tax at Federal Statutory rate of 34% ‘ $ 5,213

Permanent difference- Meals . 192
Permanent difference- life insurance premium o 1,795
Rate differential and other items L (L,087)
State income tax, net of Federai benefit . 2,520
Income tax expense ' ) $ 8,633
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Shedule 1

THORNHILL SECURITIES, INC.
Computation of Net Capital and Aggregate Indebtedness

Pursuant to Rule 15¢3-1 of the Securitics and Exchange Commission

. As of December 31, 2006
Total shérgholdcrs’ cquity qualified for net capita] :

Deductions andf(;r charges _
Non-allowable assets and related liabilities:
Prcpald expenscs B
lecd asscts, net
Total deductions and/or charges

Net capital before haircuts on securities

Less:
Haircuts on securities’

Money market funds:

\
Total net capital

Aggregate indebtedness ‘
Taxes payable

Accounts payable and accrued expenses.

Total aggregate indebtedness

" Computation of basic net capital requirement

Minimum net capital required (greater of $50,000 or
6 2/3% of aggregate indebtedness)

Net capital in excess of minimum requirement

Ratio of aggregate indebtedness to net capital

Note: The above compufation does not differ from the computation of net capital
under Rule 15¢3-1 as of December 31, 2006 as reported by Thornhill, Sccuntles Inc.
on Form X-17A-5. Accordmgly, no reconc1hat10n is deemed necessary.

See notes to financial statements and independent auditors' report.

$ 462,887
(21,004)

O (4,307)
(25311) |
437,576

250

7,912

$ 429414
$ 1,000
11,711

$ 12,711
8 50000
T $ 379,414
031"
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INDEPENDENT AUDITORS’ REPORT

ON INTERNAL CONTROL

To the Shareholders of Thornhill Sccurities, Inc.:

In planning and performing our audit of the financial statements and supplemental schedule of] | .
Thornhill Securities, Inc. (the Company) for the year ended December 31, 2006, we considered

its internal control, including control activities for safcguardmg securities, in order to determme;
our auditing procedures for the purpose of expressing our opinion on the financial statements and'
not to provide assurance on internal control. ,

Also as required by rule 17a-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-3(g) in|
making the periodic computations of aggregate indcbtedness and net capital under ruie 17a-|
3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because’
the Company does not carry sccurities accounts for customers or perform custodial functions
relatmg 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 of differences required by rule 17a-13 !

' I
3. Complying with the requirements for prompt payment for securities under 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 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 asscss whether those practices and procedures can be expected to,
achieve the SEC’s above-mentioned objectives. Two of the objectives of intemal 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 usc or disposition, and that transactions are cxecuted ‘in accordance with
management's authorization and recorded properly to permit preparation of financial statements
in accordance with generally accepted accounting principles. Rule 17a-5(g) lists addmonal
objectives of the practices and procedures listed in the preceding paragraph.

]
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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 cvaluation 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.

Our consideration of internal control would not necessarily. disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute Ofl
Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level thcl
risk that 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 period by employees in the normal
course of performing their assigned functions. However, we noted no matters involving internal
control, including control activitics for safeguarding securitics that we consider to 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 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. Bascd on this understanding and on our study, we believe that the
Company's practices and procedures were adequatc at December 31, 2006 to meet the SEC’s
objectives.

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

PM]II Helin Donovan, LLP
PYEB Molin Dovvae, toFP

Austin, Texas
February 21, 2007
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