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Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5Thereunder

REPORT FOR THE PERIOD BEGINNING 01/01/06 AND ENDING 12/31/06
' MM/DD/YY ' | MM/DD/YY |
[ A. REGISTRANT IDENTIFICATION - ﬂ
| ’ . 1
NAME OF BROKER-DEALER: o OFFICIAL USE QNLY
Birchwood Securities Corporation i
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.0. Box No.) i FIRM 1.D. NO.
1900 Market Street S o !
(No. and Street) 7
Philadelphia PA _ 19103
(City} (State) : (Zip Code) k.
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
John Cirenza _ | 215-496-5553
i . ' | (Area Code - Telephone Number)
| B, ACCOUNTANT IDENTIFICATION l

| —
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained-in this Repolrt'
Pirolli, James G. '

(Name - {f individual, state last, first, middle name)

207 Buck' Road, Su1te 1¢ - Holland . |PA : 18966
{Address) - . (City) | (state) (Zip Code)

B Certified Public Accountant '
O Public Accountant MAR 19 m
0 Accountam‘not resident in United States or any of its possessions. . | ;’m‘%gﬂ?
| , FOR OFFICIAL USE ONLY : [ !

‘CIaIn'u Jfor exemption from the requirement that the annual report be covered by the opllm'on of an lndependem public acct!untant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.1 7a-5 (e)2)

Potentlal persons who are to respond to the coll‘
. Information contalned Inthis form are not requ
SEC 1410 (06-02) unless the form displays a currently vaiid OM
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OATH OR AFFIRMATION

I, John Cirenza ' ‘ ‘, swedr (or affirm) that, to the best of .

my knowledge and belief the accompanying financial statement and supporting schedules pertammg to the firm of
Birchwood Securities Corporation !

Cl ) as
of | December 31 ‘ ,20_ 06 are true and eorrect I further swear. (or affirm) that.
neither, the company nor any partner, proprietor, principal officer or- director has any proprietary interest in any accountA
classified solely as that of a customer, except as follows: . .

| : : . - . .l . i . B -
Swom to and subscribed beforemg  + - . S !
this_27_day of eommpanefEALTH OF PENNSYLVANIA ﬁ—
| T " NOTARIAL SEAL - : 5 :
' PATRICIA A. KANDEL, Notary Public .
City of Philadelphia, Phita. County,: | _‘1(11“ b'ﬁ""'f' \-n‘? = -
My Commpbsion Expires January 19,2008 |- Tltle v
) : - < o ‘ ::‘. >
Notary Public o IR a - = L
Th:s report ** contains (check all applicable boxes) v.__ 3)_, PR RS
(a) Facing Page. . PRI e
{(b) Statement of Financial Condition. . E .l i~

{c} Statement of Income (Loss). , .
{d) Statement of Changes in Financial Condmon o
{e) Statement of Changes in Stockholders’ Eqmty or Partners’ or Sole Propnetors Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. :
(g) Computation of Net Capital. !
(h) Computation for Determination of Reserve Requlrements Pursuant to Rule 15c3 3.
(1) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3,
(G 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- Ex}ublt A of Rule 15¢3-3.
{k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
.consolidation. S i
(l) An Qath or Affirmation. ‘ :
(m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to exist or foundto have exlsted since the date of the previous audit.
X (o) mtmw'smmmlmmmmmwwmmmm
**For, conditions of confidential treatmeni of certain portions of this filing, see section 240.17a-5(e)(3).
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JAMES G. PIROLLI

CERTIFIED PUBLIC ACCOUNTANT

|
TEL {21512364-8016

207 BUCK ROAD * SUITE 1C

I
FAX (2151 364-6381

;In my opinion, “the. ﬁnanc1a1 statements referred.to above present falrly, in all material respects,

: taken as a whole. The information contained in Schedules I and IIlrs presented for purposes of

. supplementary information- required by Rule 17a-5 under the Securmes and Exchange Act o J

| INDEPENDENT AUDITOR’S REPORT

|
To: the Shareholder and President:
Birchwood Securities Corporation

Phrladelphla Pennsylvania

I have audited the accompanying statement of financial condrtlon of. Birchwood Securities
Corporatron (a New Jersey corporation) as of December 31, 2006, and the related statements of;
operations, changes in stockholder’s equity and cash flows for the year then ended that you are
ﬁlmg 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
anlopinion on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted 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 matenal misstatement. An audit
mcludes examining, on a test basis, evidence supporting the amounts and disclosures in the
ﬁnanmal statements. - An ‘audit also includes ‘assessing the acoountmg principles used and
srgmﬁcant estimates made by management, as well as evaluating t the overall financial statement;

presentation. [ believe that my audit provides a reasonable basis for my opinion. )

the financial ‘position of Birchwood, Securities’ Corporatlon as of. December 31, 2006, and the
results of its operations and-its-cash flows for the year then ended i in conformity with accounting
prmcrples generally accepted in the United States of America.

My audit was made for the purpose -of forming an opinion on the basic financial statements,
addmonal analysis and is not a required part of the basic, ﬁnancral statements, but is

1934 Such information has.been subjected to the auditing procedures applied in the audit of theE

basrc financial statements and, in my opinion, is fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

1

l

February 20, 2007

HOLLAND, PENNSYLVAN[!:A 18966
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ASSETS

Cash :

Deposit with clearing organization
Receivables from clearing organization
Receivables from brokers and dealers
Property and equipment - at cost, less

J accumulated depreciation of $2,727
Securities owned '

Liabilities
Accounts payable and accrued expenses

Stockholder’s equity
Common Stock — authorized, issued and

Additional paid in capital
Accumulated deficit

-2

DECEMBER 31, 2006

o

outstanding, 1,000 shares, $.01 par value T, .,$10b,0O0

BIRCHWOOD SECURITIES CORPORATION

STATEMENT OF FINANCIAL CONDITION

!

:

i

© 4531658
(24123)

$145,617
60,000
272,923
37,455

11,776 .

48.013

$5175.784

LIABILITIES AND STOCKHOLDER'S EQUITY

$ 46,249

The accompanying notes are an integral paﬂ-éf this statement.
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" |Other

REVENUE
Commissions -

Total Revenue

EXPENSES

Officers and employee compensation and benefits
Floor brokerage, exchange and clearance fees
Commission expense . -
Outside services '

Occupancy

Professional fees

Quotes and research

Telephone

Other expenses

Total Expenses

Net income

r

-3-
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BIRCHWOOD SECURITIES CORPORATION
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2006

$ 59,268
105,008
31,492

74,684

7,198
25,500
26,190
11,152
33,003

IS

!
:

$377,789
5,117
382,906

The accompanying notes are an integral part of this statement.




BIRCHWOOD SECURITIES CORPORA TION

STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2006

Additional ~Accumulated
Common  PaidIn Earnings

t

!
The accompanying notes are an integral part of this statement.

-4-

Stock Capital (Deficit) __Total
Balance, January 1, 2006 '$100,000  $ 453,658  $(33,534) $520,124)
- Net income for the year - . 9411 _94ll
Balance, December 31, 2006 - $100,000 $£ﬁ ug@) Sngié!




- CASH FLOWS FROM OPERATING ACTIVITIES

Net income
|Adjustments to reconcile net income
to net cash provided by operating activities
Depreciation
{(Increase) decrease in
Receivable from clearing organization
Receivables from other brokers
Securities owned
Prepaid expenses
(Increase) decrease in
_ Accounts payable and accrued expenses
Payroll taxes payable

' CASH FLOWS FROM INVESTNG ACTIVITIES

Purchase of equipment ’

P
/

Net cash used in investing activities -

Net increase in cash

- Cash at beginning of year

Cash at end of year

-5.

Net cash provided;by ogegaﬁng activities” -

BIRCHWOOD SECURITIES CORPORATION
STATEMENT OF CASH FLOWS,

FOR THE YEAR ENDED DECEMBER 31, 2006

i

$ 9411

2,727
15,149

(17,424)

37,586
6,624

(19,478)
(2,021)

(10,244)
10,244

22,330
123,287

$145,617

The accompanying notes are an integral part of this statement.




. . . . . L e oo - .
. . S S . - . e . S
1 o~ - .

BIRCHWOOD SECURITIES CORPOI!M TION
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2006

(1) NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

BlI'ChWOOd Securities Corporation (“the Company”) is a broker—dealer registered with the
United States Securities and Exchange Commission pursuant to Section 15 of the

Securities, Exchange Act of 1934, and a member of the

Pennsylvania Securities Commission. .
I

The Company transacts busmess in equities and options as a member of the Ph11adelph1a

Stock Exchange.

Basis of Accounting

The accompanymg financial statements have been prépared on the accrual ,basis of
- accounting in accordance with generally accepted acoountmg principles in the Umted
- States of America and reflect practices appropriate to thc mdustry in which the Company

operates.

Securities Transaction _

Customers securities u'ansactlons are recorded on a settlement date basis. Recelvables

from, and payable to, clearing agents represent balances
from executions.

Use of Estimates ! ¢ . ;

|

The preparatlon of financial statements in conformity w1th

Philadelphia Stock Exchange

‘Additionally, the Company is registered as a broker-dcaler with the Commonwealth{of

ansmg from transaction fees

generally accepted accountmg

principles requires management .to - ‘make estimates and. assumptlons that affect certam

reported amounts disclosures. Accordmgly, actual results could differ from those

estlmates

Cash and Cash Equivalents SR S e

The Company considers all highly liquid debt mstruments purchased with an imtial

~ maturity of three months or less to be cash and cash equlvalents.
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BIRCHWOOD SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006

- equipment are carried at cost or, if donated, at the appro;@i}nate fair value at the date of

(2) OPERATING LEASE COMMITMENTS

. 15¢3-3) and the possession or control requ1rements (Rule 15¢3-3, Exhibit A)

.exceed 15 to 1. Minimum net capital must be at least $100, 000 At December 31, 2006,

Property and Equipment

- . . t . -
Acquisitions of property and equipment in excess of $1,000'are capitalized. Property and
donation.  Depreciation is computed using the straight-linefrﬁéthod.
Commissions
The Company generates commissions from-executing and clearing client transactions on
Stock and options markets. These commissions are recorded on a settlement date basis i in
the statement of operations which approximates the commissions earned on a trade daté

basis.

Income Taxes

On March 1, 1986, the Company filed an election with the Internal Revenue Service and
the Commonwealth of Pennsylvania to be treated as an “S” Corporation. Under «g
Corporation Status, the income and related tax liability will pass through directly to the
stockholder. :

The Company leases its floor space on the Phlladelphla Stock Exchange and certam
office equipment under noncancellable operating leases.! | The lease is automatlcally-
renewed at December 31, for a period of one year.

Rental expense for the year ended December 31, 2006 was $7,198.
NET CAPITAL REQUIREMENTS |

I
The Company is subject to the Uniform Net Capital Rule (Rule 15¢3-1) of the Securities
and Exchange Act of 1934 which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net cap1tal both as defined, shall not

, (13

the Company’s “aggregate mdebtedness” and “net caplta]” (as defined) were $46,249 and
$493,531, respectlvely, and its aggregate indebtedness to net capltal ratio was 9.38 to 1.0.

The Company is exempt from both the computation of reserve requirements (Rule

because it does not carry security accounts for- customers or perform custodial
functions relating to customer securities. . i ‘. .




BIRCHWOOD SECURITIES CORPORATION
. Prl
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

Schedule [

DECEMBER 31, 2006 | .

:
bl

i .

: i
SUPPLEMENTARY INFORMATION REQ UIRED; UNDER RULE 15C3-1'

NET CAPITAL
Total stockholder’s equity ; $529,535
Less nonallowable assets: | |
Receivables 15,041
Property and equipment 11.776
Total nonallowable assets 26817
Net capital before haircuts on securities 502,718
Less haircuts on securities | ] _(9.187)
Net capital $493,531
AGGREGATE INDEBTEDNESS ;
-Accounts pﬁyable and accrued expeﬁses | $M
Tofal aggrega.te indebtedness | ‘$,_i6.&

b




BIRCHWOOD SECURITIES CORPORATION

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
! ]

Schedule I (Continued)

]

DECEMBER 31, 2006
]

'
i

: _ |
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

OF THE SECURITIES AND EXCHANGE COMMISSION

SUPPLEMENTARY INFORMAT. fON REQUIRED UNDER RULE 15C3-1

Minimum net capital requirement ' . | $100,000
Exces§ net capital at 1500% $393,531
Excess net capital at 1000% 7 $488,906
Ratio of aggregate indébtedn_ess to net capital | S38¢t01
RECONCILIATION WITH COMPANY’S COMPUTATI()'ll’\I
(Included in Part II of Form X-17A-5 as of December 31, 2006) -
Net capital as reported in Company s Form X-17A-5,
 Part II (unaudited) $510,531
Audit adjustment to record additional accrued expenée ( 17,006)
Net capital per this report - $493,531 |




UNDER RULE 15¢3-3 OF THE .

BIRCHWOOD SECURITIES CQRPOR,:-i TION

|
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

SECURITIES AND EXCHANGE COMMISSION

FOR THE YEAR ENDED DECEMBER 31|’ , 2006

.Schedule II

i’

1
P

15c3 3 (k)(2)(ii) who, as a broker or dealer who conducts business

Birchwood Securities Corporation claims an exempt1on from Rule 15¢3-3 based on Section

solely on a proprietary basns:

does not receive or hold customers' funds and securities. Blrchwood Securities Corporatlon
clears all of its trading activities through Stock Clearing Corporatlon of Philadelphia and through

Pershmg : '

]

UNDER RULE 15c3-3 OF THE .

INFORMATION RELATING TO POSSESSI ON

OR CONTROL REQUIREMENTS '

SECURITIES AND EXCHAN GE C OMMISSI ON

FOR THE YEAR ENDED DECEMBER 31|, 2006 .

- L3 - .- .y

Birchwood Securities Corporation claims an exemption from Rule 15c3-3 based on Section

15c3 3(k)(2)(ii) who, as a broker or dealer who conducts busmess
does not receive or hold customer funds and securities.”

- -10-

solely on a proprietary basis]
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JAMES G. PIROLLI

CERTIF!ED PUBLIC ACCOUNTANT

TEL(215|)364-8016 207 BUCK ROAD * SUITE I1C -

1
FAX t2151: 364-6381 . HOLLAND, PENNSYLVANIA 18966

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY SEC RULE 174-5

To the President and Shareholder
Blrchwood Securities Corporation
Phlladelphla Pennsylvania
|
Inl planning and performing my audit of-the financial statements of Birchwood Securities
: Corporatlon (“the Company”) for the year ended December .31, 2006 I considered its internal
colntrol including control activities for safeguardmg securities, in ordér to determine my audltmgI
prlocedures for the purpose of expressing my opinion on the financial statements and not to
provide assurance on internal control
'Also as required by rule 17- a-S(g)(l) of the Securmes and Exchange Commission (SEC), [ have
made a study of the practlces and procedures foliowed by-the Company including .tests of such
practices and procedures that 1 considered relevant to the objectlves stated in the rule 17- a—S(g)
in;the following, as applicable:

1. Making the periodic computations ‘of aggregate indebtedness,(or aggregate debits) and net
capital under rule 17a-3(a)(11) and the reserve required by rule 15d3-3(¢)

2. Making the quarterly securities examinations, counts, verifications, and comparisons and-
the recordation of difference required by rule 17a-13

3. Complying with the requirements for prompt payment for securltles under Section 8 of the
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve Systemn

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

, The management of the Company is responsible for:establishing and maintaining internat control
and the practices and procedures referred to in the preceding | p'aragraph In fulfilling thlslt :
I

respons1b1hty, estimates and judgments by management are requllred to assess the expcctcd'l
beneﬁts and related costs of controls and of ‘the practices and procedures referred to in the
-precedmg paragraph and to assess whether those practices and procedures can be expected toﬂ
ach1eve the SEC’s above mentioned objectives. Two of the objectlvles of internal control and the
practlces and procedures are to provide management with reasonable, but not absolute, assurance
that assets for which the Company has responsibility are safeguarded against loss fromé
unauthonzed use -or disposition, and that transactions are executed in accordance with
management s authorization and recorded properly to permit " ‘the preparation of financiall
statements in conformity with .generally accepted -accounting pndc1ples Rule 17a-5(g) llsts
additional objectives of the practices and procedures listed in the precedmg paragraph.

\ -11-

‘
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* February 20, 2007

Because of inherent limitations.in internal control or the practlces and procedures referred to
above ‘errors or irregularities may. nevertheless occur and not be' detected Also, projection of
any evaluation of them to future periods is subject to the risk that they may become madequaté
because of changes in conditions or that the effectiveness of thelr design and operation. ma)’}
detenorate My consideration of the internal control structure would not necessarily disclose all
matters -in- the internal contro! structure that might be material weaknesses under sta.ndards'
es‘tabhshed by the American Institute of Certified Public Accountants A material weakness is a
condltlon in which the design or operation of the specific internal control components does not
reduce toa relatlvely low level that errors or fraud in amounts that would be material in relatloﬂ
. to'the financial statements being -auditéd may occur and not be detected within a timely period by
ernployees in the normal course of performing their assigned funct]ons However, 1 noted no
-matters involving internal control, including control activities for safeguardmg securities, that i
consider to be material weaknesses as defined- above.’

I understand that practlces and-procedures that accomplish the objectives- referred to.in-the
selcond paragraph’ of this report ‘are considered by the SEC to bé ladequate for its purposes m‘
aclcordance with" the Securities and. Exchange Act of 1934 and related regulations, and that'
practices and procedures that do not accomplish such objectives in’ all ‘material respects indicate a
matenal inadequacy for such purposes. Based on this understandmg 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 is-intended solely for the information and use of the owner and management,- the
SEC the’ Philadelphia stock Exchange-and any other regulatory.agenc1es which 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 spe01ﬁed1
partles

-12-




