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OATH OR AFFIRMATION

1, Marc Teal , swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Boston Capital Securities, Inc. , as
of Mareh 31 ,20 08 , 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 follows:

M
7 i
Marc N84
Senior Vice President

S A Title

[

=,

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

{2) Facing Pagc.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

(f) Statement ol Changes in Liabilities Subordinated to Claims of Creditors,

(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 [5¢3-3.

(i) 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.

(1) An Qath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O08 0O O00ROAOEEE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Eg;i Reznick Reznick Group, PC. Tel: (301) 652-9100

Group 7700 Old Georgetown Road  Fax: (301) 6521848
Suite 400 www.reznickgroup.com
Bethesda, MD 20814-6224

INDEPENDENT AUDITORS” REPORT

The Board of Directors
Boston Capital Securities, Inc.

We have audited the accompanying statement of financial condition of Boston Capital
Securities, Inc. as of March 31, 2008, and the related statements of operations, changes in
stockholders’ equity and cash flows for the year then ended that you are filing pursuant to rule
17a-5 under the Securitics Exchange Act of 1934, These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinton 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 tcst basis, cvidence 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 matenal
respects, the financial position of Boston Capital Securities, Inc. as of March 31, 2008, and the
results of its operations, changes in stockholders’ equity and 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 supplemental information on page 16 is presented for purposes
of additional analysis and i1s 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.
/??f?uoé W L.

Bethesda, Maryland
May 20, 2008

Atlanta m Austin m Baltimore m Bethesda m Birmingham s Charlorte ® Chicago @ Los Angeles m Sacramento m Tysons Corner



Boston Capital Sccurities, Inc.
STATEMENT OF FINANCIAL CONDITION

March 31, 2008

ASSETS
ASSETS
Cash $ 135,906
Fees receivable 89,753
Investments 4,800
Deposits 500
Total assets $ 230,959
LIABILITIES AND STOCKHOLDERS’ EQUITY
LIABILITIES
Accrued expenses $ 120,459
Total liabilities 120,459

STOCKHOLDERS’ EQUITY
Common stock, $.01 par value, 300,000 shares authorized

1,000 shares issued and 750 shares outstanding - 10
Additional paid-in capital 2,246,479
Accumulated deficit (2,135,739
Treasury stock, 250 shares at cost (250)

Total stockholders’ equity 110,500

Total liabilities and stockholders’ equity § 230,959

See notes 1o financial statements

-6 -



Boston Capital Securities, Inc.
STATEMENT OF OPERATIONS

Ycar ended March 31, 2008

REVENUE
Commission income $ 2,210,353
Dealer-manager fee income 511,396
Total revenue 2,721,749
EXPENSES
Commission expense 2,210,353
Professional fees 365,193
Dealer-manager reallowance 218,842
Travel and entertainment 52,904
Due diligence and filing fees 29,873
Seminars and conventions 24,001
Office expenses 22,046
Total cxpenses 2,923,212
Loss from operations (201,463)
Other income 37,512
Interest income 626
Loss before provision for income taxes (163,325)
Provision for income taxes (1,730)
Net loss $ (165,055)

See notes to financial statements

-7-
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Boston Capital Securities, Inc.
STATEMENT OF CASH FLOWS

Year ended March 31, 2008

Cash flows from operating activities:
Net loss $ (165,055
Adjustments to reconcile net loss to net cash used in
operating activities:

Increasc in fees receivable (89,753)
Decrease in accrued expenses (53,534)
Decrease in due to affiliate (192,766)
Net cash used in operating activities (501,108)
Cash flows from financing activities:
Capital contributions 92,000
Net cash provided by financing activities 92,000
Net decrease in cash (409,108)
Cash, beginning 345,014
Cash, end $ 135,906

Supplemental disclosure of cash flow information:
Cash paid for income taxes $ 1,730

Significant noncash financing activities:
Forgiveness of intercompany debt 3 84,989

See notes to financial statements

-0.



Boston Capital Sccurities, Inc.
NOTES TO FINANCIAL STATEMENTS

March 31, 2008

NOTE | - ORGANIZATION

Boston Capital Securities, Inc. (the Company) is registered with the United States Securities
and Exchange Commission {the SEC) under the Securities Exchange Act of 1934 as a
broker/dealer primarily selling investments to individuals and corporations. The Company
currently is offering two types of investments, which contain multi-family residential real
estate as the underlying assets. The first is a tax advantaged product structured as a limited
partnership (the Fund or the Funds). Investors in the Fund reccive low-income and historic
rehabilitation tax credits based upon the type of real cstate acquired by the Fund.
Additionally, certain investors in the Fund will be able to utilize the passive losses generated
from the Fund to defer federal income taxes. The second investment is a mortgage fund
formed to make fixed-rate first priority mortgage loans, cach of which is secured by a
multifamily affordable housing apartment complex expected to qualify for the Low-Income
Housing Tax Credit and Historic Rehabilitation Tax Credits. The offering for a third
investment in a real estate investment trust (the REIT) was terminated in April 2007.

For the year ended March 31, 2008, the Company did not carry securities accounts for
customers or perform custodial functions relating to customer securities. Accordingly, the
Company is exempt from SEC Rule 15¢3-3.

The Company is a member of the Financial Industry Regulatory Authority (FINRA),
formerly the National Association of Sccurities Dealers, Inc. The Company is a registered
FINRA Broker Dealer in all fifty states and the District of Columbia. The Company i1s also a
member of the Securities Investor Protection Corporation.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenuc Recognition

The Company carns selling commissions and dealer-manager fees in connection with the sale
of interests in the investments. The commissions and fees are based on a percentage of the
equity raised by the offerings and are recognized as revenue upon the admission of investors.
The Company is also entitled to a non-accountable expense allowance equal to accountable
and non-accountable expenses paid to an affibate for due diligence expenses and
administrative costs related to the Fund offerings. The allowance is discretionary and limited
to a specified percentage of the equity raised by the Fund.

-10-



Boston Capital Sccuritics, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

March 31, 2008

Income Taxes

The Company accounts for income taxes in accordance with Statement of Financial
Accounting Standards (SFAS) No. 109, “Accounting for Income Taxes,” which requires the
recognition of deferred income taxes for differences between the basis of assets and liabilities
for financial statement and income tax purposes. Deferred tax assets and liabilities represent
the future tax consequence for those differences, which will either be taxable or deductible
when the assets and liabilities are recovered or settled. Deferred taxes arc also recognized for
operating losses that are available to offset future taxable income. Valuation allowances are
established when necessary to reduce deferred tax asscts to the amount expected to be
realized. Deferred tax assets and liabilities are measured using enacted tax rates in effect for
the year in which those temporary differences are expected to be recovered or settled.

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 labilities and disclosure of
contingent assets and liabilitics at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ
from those estimates.

Concentration of Credit Risk

The Company maintains its cash balances in one financial institution located in Boston,
Massachusetts. The balances are guaranteed by the Federal Deposit Insurance Corporation up
to $100,000. At March 31, 2008, the uninsured cash balance was $35,955.

Marketable Securities

The Company accounts for marketable securities in accordance with SFAS 115, “Accounting
for Certain Investments in Debt and Equity Securities,” which requires that securities that arc
available-for-sale be presented at fair value on the balance sheet. Unrealized gains and losses
are recognized as a separate component of stockholders’ equity until realized. Marketable
securities that have restrictions on the sale that will exceed one year are held at cost until
such restrictions are removed. The Company has investments in common stock of $4,800
recorded at cost as of March 31, 2008. In April 2008, the restriction was rcmoved and the
stock was sold.

-1l -



Boston Capital Sccuritics, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

March 31, 2008

NOTE 3 - INCOME TAXES

The provision for income taxes for the year ended March 31, 2008, is comprised of the
following:

Federal State Total
Current tax expense $ - $ (1,730) 8§ (1,730)
Deferred tax benefit 108,798 30,399 139,197
Increasc in valuation allowance (108,798) (30,399) (139,197)
Provision for income taxes $ - $ (1,730) § (1,730)

Components of the provision for deferred income taxes for the year ended March 31, 2008,
consist of the following:

Net operating loss carryforwards  $ 47,755
Accrual-based expenses 91,442

Deferred tax benefit $ 139,197

Temporary differences that give rise to deferred tax assets and liabilities at March 31, 2008,
result from the use of the cash method of accounting for tax purposes and the accrual method
for financial reporting purposes, along with federal and state loss carryforwards that may be
uscd against future federal and state taxable income,

The federal and state loss carryforwards at March 31, 2008, each totaled $2,105,731. The
federal and state tax rate used to calculatc the deferred tax asset was 34% and 9.5%,
respectively. 1f not used, the federal and state carryforwards will cach begin to expire March
31, 2021. Deferred tax assets are not expected to be realized in future years. Accordingly, a
valuation allowance was recorded at March 31, 2008,

S12-



Boston Capital Sccurities, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

March 31, 2008

Net deferred tax benefit consists of the following:

Net operating loss carryforwards § 915,993

Accrual-based expenses 91,442
Total deferred tax assets 1,007,435
Valuation allowance (1,007,435)
Net deferred tax assets 5 -

NOTE 4 - NET CAPITAL REQUIREMENT

The Company, as a registered broker/dealer, is subject to the SEC Uniform Net Capital Rule
(Rule 15¢3-1), which requires the Company to maintain “net capital” equal to the greater of
$5,000 or 6 2/3% of “aggregate indebtedness,” as the terms are defined i the Rule. As of
March 31, 2008, Boston Capital Securities, Inc. had a “net capital” requirement of $8,031,
whereas its actual “net capital” was $15,447. The Rule also provides that an “aggregate
indebtedness” to “net capital” ratio of no greater than 15 to | be maintained. The Company’s
net capital ratio amounted to 7.8 to | as of March 31, 2008.

The audited calculations of the above amounts agree to the amounts filed on the unaudited
SEC Form X-17A-5 (FOCUS filing) as of March 31, 2008,

NOTE 5 - RELATED PARTY TRANSACTIONS

Substantially all revenue is earned by acting as the registered broker dealer for the REIT and
the Funds in which an affiliate of the Company is the general partner or acts as an advisor.

For the year ended March 31, 2008, the Company eamed dealer-manager fees of $511,396
and commissions of $1,633,284 in connection with the sale of shares in the REIT, and
$577,069 in selling commissions in connection with the sale of limited partnership interests
of the Funds. For the year ended March 31, 2008, $218,842 of the dealer-manager fees and
$2,210,353 of commissions were reallowed to third-party broker dealers. As of March 31,
2008, all dealer-manager fees earned have been received by the Company. Commissions
receivable of $89,753 and commissions payable of $104,854 at March 31, 2008, are included
in fees receivable and accrued expenses, respectively, on the statement of financial condition.

-13-



Boston Capital Securitics, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

March 31, 2008

During the year ended March 31, 2008, an affiliate of the Company paid certain expenses,
relating to the selling of shares of an affiliate on its behalf. These payments totaled
$1,065,029, all of which have been reimbursed by the Company as of March 31, 2008.

NOTE 6 - OTHER INCOME

During the year ended March 31, 2008, the Company received a one-time payment in the
amount of $35,000 from FINRA. This payment, which is included in other income on the
statement of operations for the year ended March 31, 2008, was one of the benefits of the
consolidation of NYSE Regulation, Inc. and NASD in the formation of FINRA. The other
income has been treated as ordinary income for income tax purposes.

NOTE 7 - CONTINGENCIES

The Company is subject to periodic reviews by FINRA. In the prior fiscal year, FINRA
questioned that the Company may have exceeded the limitation on the organization and
offering expenses for the REIT. In the current fiscal year, this situation was examined by
FINRA. Presently, there has been no determination made by FINRA. Given the uncertainty
as to how and when FINRA will apply the rules regarding these expenses, management is
unable to determine the effect, if any, arising from this issue. Accordingly, due to this
uncertainty, the financial statements do not include any adjustments.

- 14 -
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Boston Capttal Securitics, Inc.

SECURITIES AND EXCHANGE COMMISSION

March 31, 2008

Aggregate indebtedness
Net worth:
Common stock
Additional paid-in capital
Accumulated deficit
Treasury stock
Total net worth
Deduct nonallowable assets:
Fees receivable
Investments
Deposits
Total nonallowable assets
Net capital
Minimum net capital requirement to be maintained

Net capital in excess of requirements

Ratio of aggregate indebtedness to net capital

-16-

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE

$

120,459
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2,246 479
(2,135,739

(250)

110,500

89,753
4,200
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95,053

15,447

8,031
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7.416

7.8 to |
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REPORT ON INTERNAL CONTROL REQUIRED
BY SEC RULE 17a-5 FOR A BROKER-DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

The Board of Dircctors
Boston Capital Sccurities, Inc.

In planning and performing our audit of the financial statements of Boston Capital
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 intcrnal 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 (including tests of such practices and
procedures) followed by the Company that we considered relevant to the objectives stated in
Rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net capital
under Rule 17a-3(a}(11) and for determining compliance with the exemptive provisions of Rule
15¢3-3. We did not review the practices and procedures followed by the Company in (1) making
quarterly sccuritics examinations, counts, verifications, and comparisons and recordation of
differences required by Rule 17a-13 and (2) complying with the requirements for prompt
payment for securities under Section 8 of Regulation T of the Board of Governors of the Federal
Reserve System because the Company does not carry sccurities accounts for customers or
perform custodial functions relating to customer securitics.

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 arc required to assess the expected
bencfits 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 usc or disposition, and that transactions are exccuted 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.

-7 -
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Because of inherent limitations in internal control and the practices and procedures
referred to above, crror or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods 1s 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 inconscquential 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
financtal 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 matenial weaknesses. We did not identify any deficiencies in internal control and
control activities 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. 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 March 31, 2008, 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 Financial Industry Regulatory Association, and other regulatory
agencics that rely on rule 17a-5(g) under the Secunties 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.
;?ﬂ?m/é M P

Bethesda, Maryland
May 20, 2008
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