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T OATH OR AFFIRMATION

I,  Dennis M. Naso , swear {or affirm) that, 10 the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

FBN Securities, Inc. ,
of March 31 ,20 08 , are true and correct. 1 further swear (or affirm) that

as

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:
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This report ** contains (check all applicable boxes): N ~{ifivd in Now York Coun ‘
(a) Facing Page. 'é‘:« oy, .2jon Exh ?\-.J.....-_}»,'ILL*‘ oo :
(b) Statement of Financial Condition. RS N S SRR S T

Kl (c) Statement of Income (Loss).

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

[ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

Bd ¢f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

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

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

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

Gd (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

|

O

consolidation.

(I} An Qath or Affirmation,

(m) A copy of the SIPC Supplemental Report.
[J (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit,

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

The Board of Directors of
FBN Securities, Inc.

We have audited the accompanying statement of financial condition of FBN Securities, Inc. (the
"Company"), as of March 31, 2008, and the related statements of operations, changes in
shareholders' equity and cash flows for the year then ended that you are filing pursuant to rule
17a-5 under Securities Exchange Act of 1934. These financial statements are the responsibility
of the Company's management. Our 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 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 opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of FBN Securities, Inc. at March 31, 2008, and the resuilts 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in the additional schedules 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 of 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.

\Zﬂ/ml% Paltoin £Co, VS

Garden City, New York
May 22, 2008




FBN SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION

FOR THE YEAR ENDED MARCH 31, 2008

ASSETS

Cash and cash equivalents 274,368
Certificates of deposit 224,099
Receivables from clearing organizations 16,568
Receivables from customers 162,775
Fixed assets - net of accumulated depreciation

of $69,731 3,395
Deferred income tax asset 17,688

TOTAL ASSETS
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES

Loan payable - bank
Due to officer
Accounts payable and accrued expenses

COMMITMENTS AND CONTINGENCIES

Subordinated loan payable

TOTAL LIABILITIES

SHAREHOLDERS' EQUITY
Common stock, no par value, 200 shares
authorized, 100 shares issued and outstanding
Paid-in-capital
Accumulated deficit

Less: Cost of 90 shares of common stock in treasury

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

85,592
47,930
201,227

6,000
327,794
(38,650)

295,144
(1,000)

See Accompanying Notes To Financial Statements
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698,893

334,749

70,000

404,749

294.144

698,893




FBN SECURITIES, INC.

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED MARCH 31, 2008

Income
Commissions $ 5,158,224
Research $ 195,000
Interest 17,546
Total income 5,370,770
Expenses
Employee compensation, benefits and
trading commissions $ 2,453,001
Seat leasing expense, floor brokerage, exchange
and ciearance fees 529,781
Administrative and general 1,672,196
Officer's salary 481,403
Depreciation 5,789
Total expenses 5,142,170
Income before income tax expense 228,600
Income tax expense 137,710
Net Income $ 90,890

See Accompanying Notes To Financial Statements
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FBN SECURITIES, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 90,890
Adjustments to reconcile net loss to net cash provided
by operating activities:

Depreciation $ 5,789
Deferred tax asset 43,225
Changes in assets and liabilities:
Certificates of deposit (108,198)
Accounts receivable from clearing organization 5,089
Accounts receivable from customers (50,847)
Prepaid income taxes 1,931
Accounts payable and accrued expenses (69,031)
Total adjustments (172,042)
Net cash provided by operating activities (81,152)
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for property and equipment (3,751)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of loan payable - bank (12,655)
Contribution from Shareholder 160,000
Due to Officer 47,930
Net cash used by financing activities 195,275
NET INCREASE IN CASH 110,372
CASH AND CASH EQUIVALENTS - BEGINNING 163,996
CASH AND CASH EQUIVALENTS - END 3 274,368

SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid during the year for:

Interest $ 14,377
Income taxes $ 65,454

See Accompanying Notes To Financial Statements
-5-



FBN SECURITIES, INC.

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

FOR THE YEAR ENDED MARCH 31, 2008

Liabilities subordinated to the claims of general creditors - April 1, 2007

Increase in liabilities subordinated to the cltaims of general creditors

Liabilities subordinated to the claims of general creditors - March 31, 2008

See Accompanying Notes To Financial Statements
-6-
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FBN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
LINE OF BUSINESS

FBN Securities, Inc. (the “Company”) is a registered broker dealer engaged primarily in
the execution of stock transactions for customers. The Company is a non-clearing broker
and does not handle any customer funds or securities. The Company derives revenue
mainly in the form of commissions from the sale of stocks traded on various stock
exchanges. The Company maintains offices in New York and California.

The Company is a subsidiary of Richard C. Naso Company, Inc., the “Parent”, which
owns 100% of common stock of the entity. Richard C. Naso Company, Inc. is 100%
owned by an officer of the Company and his family.

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

CASH AND CASH EQUIVALENTS

The Company considers cash and all highly liquid instruments with original maturity of
three months or less to be cash equivalents. The Company maintains its cash in bank
deposit accounts which, at times, may exceed federally insured limits. The Company has
not experienced any losses in such accounts and believes it is not exposed to any
significant credit risk on cash and cash equivalents.

PROPERTY, EQUIPMENT AND DEPRECIATION

Property and equipment is stated at cost. Major expenditures for property and those
which substantially increase useful lives are capitalized. Maintenance, repairs, and minor
renewals are expensed as incurred. When assets are retired or otherwise disposed of,
their costs and related accumulated depreciation are removed from the accounts and
resulting gains or losses are included in income. Depreciation is provided by both
straight-line and accelerated methods over the estimated useful lives of the assets.

INCOME TAXES

The Company prepares its corporate tax returns on the cash basis; consequently,
temporary differences arise due to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are expected to be recovered or
settled.



FBN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
REVENUE RECOGNITION

The Company records its revenues in the form of commissions using the trade date
basis.

RECENT ACCOUNTING PRONOUNCEMENTS

The Financial Accounting Standards Board (FASB) has issued several accounting
pronouncements, including those related to "uncertainty in income taxes" and "fair value
measures”, which are not yet effective for the Company's financial statements. The
Company has not completed evaluating the impact of these pronouncements on its
financial statements, but does not believe the effects, if any, will be material.

RECEIVABLES FROM CLEARING ORGANIZATIONS

The Company maintains brokerage accounts with clearing organizations through which
all trading transactions are cleared. The receivable and all securities owned are with
these same organizations. The Company is subject to credit risk if these organizations
are unable to repay the receivable or return securities in their custody.

RECEIVABLES FROM CUSTOMERS

Accounts receivables have been adjusted for all known uncollectible accounts and are
stated at the amount management expects to collect from outstanding balances. Based
on management's evaluation of collectibility, an allowance for doubtful accounts is not
required.

PROPERTY AND EQUIPMENT
Major classes of property and equipment consist of the following:

estimated useful

lite-years
Furniture, fixtures and equipment 5-7 $ 57,709
Leasehold improvements 10 15,417
73,126
Less: Accumulated depreciation 69,731
Net property and equipment $__3,395

LOAN PAYABLE

The Company has a revolving line of credit that calls for principal and interest (at prime
plus 0.75%) payments that vary from month to month depending on the outstanding
balance.

Interest expense for the year ended March 31, 2008 was $7,377.



FBN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2008

SUBORDINATED LOAN PAYABLE

On September 16, 2005, the Company borrowed $70,000 from the wife of an officer of the
Company under a subordinated loan agreement. The loan had an original expiration
date of September 16, 2006 but has been renewed an additional year with interest due
monthly at the rate of 10% per annum. Interest expense for the fiscal year ended
March 31, 2008 amounted to $7,000.

In a letter dated September 16, 2005, the New York Stock Exchange confirmed that the
subordinated loan is available in computing net capital under the SEC’s Uniform Net
Capital rule. To the extent that such borrowing is required for the Company’s continued
compliance with minimum net capital requirements, it may not be repaid.

COMMITMENTS AND CONTINGENCIES

Effective March 8, 2006, the Company began renting seats from the NYSE on a month-to-
month basis. The seat lease expense for the year ended March 31, 2008 was $132,498.

The Company leases an office facility under a non-cancelable operating lease in New
York expiring in 2010. In addition to base rent payments, the Company is liable for real
estate taxes and certain operating expenses. In addition, the Company rents office space
in California on a month-to-month basis and is obligated under an operating lease for
office equipment. Total rent expense for the year ended March 31, 2008 is $123,737.

As of March 31, 2008, the future minimum lease payments under these non-cancelable
leases are as follows:

Year Ended March 31,

2009 133,542
2010 111,826

A letter of credit in the amount of $19,256 has been issued as rent security on the
Company’'s New York office. The letter of credit expires and will automatically renew
each year. The bank has required that the letter of credit be collateralized by a certificate
of deposit.



FBN SECURITIES, INC
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2008

INCOME TAXES

The deferred income tax asset results from the Company's use of the cash basis for
income tax purposes.

The Company has recorded a deferred tax asset at March 31, 2008, for the expected
future tax benefit listed above. The Company has not provided an allowance against the
balance in deferred tax assets as management believes that it is more likely than not that
the benefits will be utilized based upon estimates of the Company's future taxable
income. In addition, the Company utilized the remaining balance of $1,101 of its federal
wage tax credits as of March 31, 2008.

Components of income tax expense are as follows as of March 31, 2008:

Current income tax:

Federal $ 50,991
State and local 35,832
Under accrual from prior year 7,662
$ 94,485

Deferred income tax
Federal 31,895
State and local 11,330
43,225
Income tax expense $__137,710

MAJOR CUSTOMERS

As of March 31, 2008, 57% of total receivables were due from four customers (15%, 15%,
14% and 13%).

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s Uniform Net
Capital Rule (Rule 15¢3-1), which requires the Company to maintain minimum dollar net
capital. At March 31, 2008, the Company had net capital of $323,067 which was
$300,749 in excess of its required net capital of $22,318. The Company’s ratio of
aggregate indebtedness to net capital is 1.04 to 1.

-10-



FBN SECURITIES, INC
SUPPLEMENTAL INFORMATION

FOR THE YEAR ENDED MARCH 31, 2008

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

Total ownership equity from the statement of financial condition
Non-allowable assets

Liabilities subordinated to claims of general creditors allowable
in computation of net capital

Haircuts on securities

Net Capital

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital

Minimum dollar net capital requirement

Excess net capital

Excess net capital at 1000%

Ratio: Aggregate indebtedness to net capital

-11-

$ 294,144

(40,339)

70,000

738

$___323.067

$___22318

$ 5,000

$ __300,749

$__ 289592




FBN SECURITIES, INC
SUPPLEMENTAL INFORMATION

FOR THE YEAR ENDED MARCH 31, 2008

POSSESSION OR CONTROL REQUIREMENTS UNDER RULE 15¢3-3

The Company claims exemption from the requirements of Rule 15¢3-3, under Section (k)
(2) (B) of the Rule.

-12.



FBN SECURITIES, INC

SUPPLEMENTAL INFORMATION
FOR THE YEAR ENDED MARCH 31, 2008

RECONCILIATION PURSUANT TO RULE 17a-5(d)(4)

Total ownership equity — April 1, 2007
Contributions
Net income for the year ended March 31, 2008
Total ownership equity — March 31, 2008
Less: Non-allowable assets
Haircuts
Add: Liabilities subordinated to claims of general creditors
allowable in computation of net capital
Audited net capital
Net capital per Focus Report Part lIA

Difference

Additional accruals of expenses

-13-

$ 43,254
160,000
90,890
294,144

(40,339)
(738)

70,000
323,067
— 334,308

$___11.241
$ 11,241



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.

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 is a control
deficiency, or combination of control deficiencies, that adversely affects the entity'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 entity's financial statements that is more than inconsequential will not be
prevented or detected by the entity'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 entity's internal control.

Our 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 control activities for
safeguarding securities 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. Based on this understanding and on our
study, we believe that the Company's practices and procedures were adequate at March 31,
2008, to meet the SEC's objectives.

This report is intended solely for the information and use of the Members of the Company,
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.

g " )
M% attzn—iCo, PC
Garden City, New York

May 22, 2008
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Board of Directors
FBN Securities, Inc.

In planning and performing our audit of the financial statements and suppiemental schedules
of FBN Securities, Inc. (the "Company"), as of and for the year ended March 31, 2008, 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 Securities 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 indebiedness (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, 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 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 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. . D i
14 _ Et



