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* OATH OR AFFIRMATION

1, Tom Chen , Swear (or affirm) that, to the best of

" my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
— —Fortune Securities,-Inc. -— = — - = —, as
of Decemper 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 foilows:

el 5 ] el
On__YX29.2 1,797’ , before me,
Alicia Wu, Notary Public, personally appeared
“Tewn  C W"/\ and signed in

front of me with /(A/\/JI_— LD,
R =
Notary Public for the said county and state
Notary Public u c
e f) | “OMMission # 1651202
This report ** contains {check all applicable boxes): 2 5% W&Wm-gomowa

b (a) Facing Page.

&) (b) Statenient of Financial Condition.

{c) Statement of Income (Loss),

(d) Statement of GrXges HrBidouxixbOondixan. Cash Flows

(e) Statement of Changes in Stockholders’ Equity or Partners' or Sole Proprietors’ Capitat. _ _

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. -0 s

(g) Computation of Net Capirtal.

(h} Compuwation for Determination of Reserve Requirements Pursuant to Rule 15¢3-13,

(i) Information Relating to the Possession or Control Requirements Under Rule |5¢3-3.

()} 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 Ki¥russpuovt o smMH 30 $ K

RosabiARier 0 7 - -
{1) An Oath or Affitmation. : CT
(m) A copy of the SIPC Supplemental Report, - : - e
(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit

DO B ODO0ORCRERE

**For conditions of confidential treatment of certain portions of this filing, see section 240.174-5 fej(3)




SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C.

ANNUAL AUDIT REPORT
DATE - DECEMBER 31, 2006
FORTUNE SECURITIES, INC.

388 E. VALLEY BLVD., SUITE 208
ALHAMBRA, CALIFORNIA 91801




CONTENTS

PART !

Report of Independent Auditor

Statement of Financial Condition

Statement of Income (Loss)

Statement of Changes in Stockholders’ Equity
Statement of Cash Flows

Notes to Financial Statements

SUPPLEMENTARY INFORMATION

Schedule of Operating Expenses

Computation of Net Capital pursuant to rule 15¢3-1
of the Securities and Exchange Commission
PART Il

Statement of Internal Control

D e W B —

10

11-12




pe—id

ELIZABETH cemneeo

i
PUBLIC

TRACTENBERG sccountant

REPORT OF INDEPENDENT AUDITOR

Board of Directors
Fortune Securities, Inc.

I have audited the accompanying statement of financial condition of Fortune Securities,
Inc., and related statements of income, cash flows, and changes in stockholders’ equity as
of December 31, 2006. These financial statements are being filed pursuant to Rule 17a-5
of the Securities Exchange Act of 1934 and include the supplemental schedule of the net
capital computation required by rule 15¢3-1. These financial statements are the
responsibility of Fortune Securities, Inc.’s management. My responsibility is to express
an opinion on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the
United States. 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. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, such financial statements referred to above present fairly, in all material
respects, the financial condition of Fortune Securities, Inc. and the results of operations,
cash flows and stockholders’ equity as of December 31, 2006, in conformity with
accounting principles generally accepted in the United States.

é:,t.jf) -‘:‘::."_A'--' 7"L;: < /1_/\ [c]
Elizabeth Tractenberg, CPA

L.os Angeles, California
February 19, 2006

415 NORTH CAMDEN DRIVE, SUITE 220, BeEvERLY HILLS, CA 30210-4403
3832 SHANNON ROAD, LOS ANGELES, CA 90027-1442
PHONE (323) 669-0545 FAX {(323) 669-0575 CELL PHONE (310) 435-0746 EMAIL ELIZABETH@TRACTENBERG.NET
WWW. TRACTENBERG.NET




FORTUNE SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

ASSETS
Cash b 27,682
Clearing broker deposit 35,366
Commissions receivable 119,890
Furniture and equipment, at cost, net of accumulated
depreciation of $69,565 0
Leasehold improvements, net of accumulated
amortization of $26,471 48,772
Deposits 4,598
TOTAL ASSETS $ 236,308

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES
Accounts payable and accrued expenses $ 1,981
Commissions payable 104,772
TOTAL LIABILITIES 106,753

STOCKHOLDERS' EQUITY
Common stock, $.00 par value, 10,000,000 shares

authorized; 6,605,274 shares outstanding $ 0
Paid-in capital 362,000
Retained earnings (232,445) 129,555
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 236,308

See accompanying notes to financial statements
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FORTUNE SECURITIES, INC.
STATEMENT OF INCOME (LOSS)

FOR YEAR ENDED DECEMBER 31, 2006

REVENUES
Commissions

Other income
Interest
TOTAL REVENUES
DIRECT COSTS
Commission expense
Ticket clearance charges
Quotes & research
TOTAL DIRECT COSTS
GROSS PROFITS
OPERATING EXPENSES - see page 8
INCOME (LOSS) BEFORE TAX PROVISION
INCOME TAX PROVISION

NET INCOME (LOSS)

See accompanying notes to financial statements
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$

910,863
163,330
18,971

1,093,164

884,287
58,397
6,857

949 541
143,623

151,462

(7,839)

800

(8,639)



FORTUNE SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR YEAR ENDED DECEMBER 31, 2006

Common
Stock Common Paid-In Retained
Shares Stock Capital Earnings Total
Balance, December 31, 2005 6,605,274 % 0 § 317,000 $ (223806) § 93,194
Capital contributed 45,000 45,000
Net Income (Loss) (8,639) (8,639)
Balance, December 31, 2006 6,605,274  § 0 § 362,000 $ (232,445) § 129,555

See accompanying notes to financial statements
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FORTUNE SECURITIES, INC.
STATEMENT OF CASH FLOWS
FOR YEAR ENDED DECEMBER 31, 2006

Cash Flows from Operating Activities:

Net loss $ (8,639
Depreciation 18,147
Changes in operating assets and liabilities:
Clearing broker deposit (143)
Commissions receivable (63,315)
Accounts payable and accrued expenses (5,226)
Bank overdraft (9,136)
Commissions payable 60,485
Net cash provided in operating activities (7,827)
Cash Flows from Investing Activities:
Addition of furniture and equipment (501)
Leasehold improvement (8,990}
Cash flow for Investing Activities (9,491)
Cash Flows from Financing Activities:
Paid in capital 45,000

Total Cash Flows from Financing Activities 45,000

Net decrease in cash 27,682
Cash at beginning of year 0
Cash at December 31, 2006 $ 27682

Supplemental Cash Flow Information

Cash paid for interest $ 0
Cash paid for income tax $ 800

See accompanying notes to financial statements
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FORTUNE SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

NOTE 1 - ORGANIZATION

Fortune Securities, Inc. (the Company) is a registered broker-dealer incorporated
under the laws of the State of California maintaining its principal office in
Alhambra, California. The Company operates pursuant to the (K)(2)(ii)
exemptive provision of the SEC Rule 15¢3-3 and does not hold customer funds or
securities. The Company was incorporated in California on November 20, 1995
and became a member of the NASD on May 7, 1997.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

Furniture and equipment are stated at cost and are depreciated over estimated
useful lives. Security transactions are recorded on the basis of settlement data.

NOTE 3 - NET CAPITAL REQUIREMENT

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities and
Exchange Act of 1934, the Company 1s required to maintain a minimum net
capital as defined under such provisions. At December 31, 2006 the Company
had complied with the requirement. The computation of net capital requirements
pursuant to Rule 15¢3-1 appears on page 10.

NOTE 4 - DEPOSIT - CLEARING ORGANIZATION
The Company has an agreement with a clearing broker which requires a minimum
deposit of $25,000 and has a remaining deposit with another clearing broker of
$10,000.

NOTE 5§ - INCOME TAXES

The Company files its corporate income tax returns on the accrual basis. The
provision for income taxes for the year consists of the following:

Federal $ 0
State 800
$ 800




FORTUNE SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS - Continued
DECEMBER 31, 2006

NOTE 6 - COMMITMENTS AND CONTINGENCIES

The Company leases facilities in the County of Los Angeles under a [ong-term
agreement expiring in 2008. The annual rental commitments for years ending
December 31, are as follows:

2007 $ 46,968
2008 27,398
$121,334

NOTE 7 - OFF BALANCE-SHEET RISK

The customers’ securities transactions are introduced on a fully disclosed basis
with its clearing broker-dealer. The clearing broker-dealer carries all of the
accounts of the customers of the Company and is responsible for execution,
collection and payment of funds, and receipt and delivery of securities relative to
customers’ transactions. Off balance-sheet risk exists with respect to these
transactions due to the possibility that a customer may charge any losses it incurs
to the Company. The Company seeks to minimize this risk through procedures
designed to monitor the credit worthiness of its customers and to ensure that
customer transactions are executed properly by the clearing broker-dealer.

NOTE 8 - USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted
accounting principles 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 during the reporting period. Actual
results could differ from those estimates.

NOTE 9 - COMPUTATION OF DETERMINATION OF RESERVE REQUIREMENTS
PER RULE 15¢3-3.

A computation of reserve requirements is not applicable to the Company as the
Company qualifies for exemption under Rule 15¢3-3 (K)(2)(ii). All customer
transactions cleared through another broker-dealer on a fully disclosed basis.




FORTUNE SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS - Continued

DECEMBER 31, 2006

NOTE 10 - INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS PER RULE 15¢3-3.

Information relating to possession or control requirements is not applicable to the
Company as the Company qualifies for exemption under Rule 15¢3-3 (K)(2)(ii).
All customer transactions cleared through another broker-dealer on a fully

disclosed basis.




ELIZABETH ceimmen

FUBLIC

TRACTENBERG accountant

Independent Auditor’s Report on Supplemental Information

Fortune Securities, Inc.
Alhambra, California

My report on my audit of the basic financial statements of Fortune Securities, Inc., for
December 31, 2006 was conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole. The schedules of operating expenses on Page 9 are
presented for the purposes of additional analysis and are not a required part of the basic
financial statements. Such information has not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, I express no
opinion on them.

-~

™My ’ ’
L ‘(,\’; el s € /l-’tt-")

Elizabeth Tractenberg, CPA
Los Angeles, California
February 19, 2006

415 NORTH CAMDEN DRIVE, SUITE 220, BEVERLY HiLLs, CA 90210-4403
3832 SHANNON ROAD, LOS ANGELES, CA 90027-1442
PHONE (323) 669-0545 Fazx (323) 662-0575 CELL PHONE {310) 435-0745 EMAIL ELIZABETH@TRACTENBERG.NET
WWW. TRACTENBERG.NET




FORTUNE SECURITIES, INC.
OPERATING EXPENSES
DECEMBER 31, 2006

OPERATING EXPENSES
Advertising $ 5,492
Depreciation and amortization 18,147
Fees 2,508
Miscellaneous expenses 9,130
Office expenses 3,535
Professional fees 13,976
Rent 54,755
Telephone and utilities 5,432
Temporary help 24,414
Travel 14,073

TOTAL OPERATING EXPENSES § 151,462

See accompanying notes to financial statements
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FORTUNE SECURITIES, INC,

COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT

TO RULE 15¢3-1
DECEMBER 31, 2006

COMPUTATION OF NET CAPITAL
Total ownership equity from statement of financial condition
Commissions receivable - non allowable pertion
Furniture and equipment, net of accumulated depreciation of $65,568
Leasehold improvement, net of accumulated ameortization of $12,321
Deposits
NET CAPITAL

COMPUTATION OF NET CAPITAL REQUIREMENTS

Minimum net aggregate indebtedness -
6.67% of net aggregate indebtedness

Minimum dollar net capital required

Net Capital required (greater of above amounts)

EXCESS CAPITAL
Excess net capital at 1000% (net capital less 10% of

aggregate indebtedness)

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities

Percentage of aggregate indebtedness to net capital

RECONCILIATION

The following is a reconciliation of the above net capital computaticn with the

Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):

NET CAPITAL PER COMPANY'S COMPUTATION
VARIANCE
Non allowable portion of commissions receivable
Accrued income taxes

Rounding
NET CAPITAL PER AUDIT

See accompanying notes to financizl statements
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129,555

(30,362)
0

(48,772)

(4,598)

45,823

7,120

5,000

5,000
40,823

35,148

106,753

76,984

(30,362)
(800)

1
45,823




FLIZABETH cermiFeD

FUBLIC

TRACTENBERG  accountan

REPORT OF INDEPENDENT ACCOUNT
ON INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC Rule 17a-5

Board of Directors
Fortune Securities, Inc.

In planning and performing my audit of the financial statements and supplemental
schedules of Fortune 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 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 such practices and procedures that I 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-5(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 quarterly securities examinations, counts, verifications, and
comparisons

2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board 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 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
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Board of Directors
Fortune Securities, Inc.

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.

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
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 material weaknesses under standards established by the American
Institute of 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 the 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, | noted no matters involving internal control, including control activities for
safeguarding securities, that I consider to be material weaknesses as defined above.

[ 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 on
December 31, 2006 to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,

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 for anyone other than these specified parties.

£loy i Tre (bt

Elizabeth Tractenberg, CPA

Los Angeles, California

February 19, 2006
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