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OATH OR AFFIRMATION

swear or affirm that to the best of

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

MA as
of D-c4 20 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 customer except as follows

NE1LRC4
NOTARY PUBLiC State of NewYotle

No 02CA46089092L /E
Qualified in Nassau County

Notary Public Commission Expires January 31 2O1O

This
report contains check all applicable boxes

Facing Page
13 Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

2e Statement of Changes in Stockholders Equify orPaitners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

El Computation of Net CapitaL

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

El Reconciliation betwecn the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation

ETl An Oath or Affirmation

copy of the SJPC Supplemental Report

report describing any material inadequacies found to exist orfound 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-5e3
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Independent Auditors Report

The Board of Directors of

Whitestone Securities Inc

We have audited the accompanying statement of financial condition of Whitestone Securities

Inc as of December 31 2009 and the related statements of income changes in stockholdefs

equity and cash flows for the year then ended that you are filing pursuant to rule 7a-5 under the

Securities exchange Act of 1934 These financial statements are the responsibility of the

Companys 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 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 reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of Whitestone Securities Inc as of December 31 2009 and the results

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 made for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in the schedules of computation of minimum

capital requirement and computation of net capital is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementary

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 whole

Colabella Company LLP

Brooklyn New York

February 20 2010

Certified Public Accountants



Whitestone Securities Inc

Statement of Financial Condition

December 31 2009

Assets

Current Assets

Cash and cash equivalents 172169

Marketable securities 91395

Commissions receivable 1480

Prepaid expenses 3101

Total Current Assets 268145

Property and equipment

Furniture 2115

Computer 6842

Total property and equipment 8958

Less accumulated depreciation 8958

Property and equipment net

Total Assets 268145

Liabilities and Shareholders Equity

Liabilities

Accounts payable accrued expenses 4461

Deferred income taxes 15162

Total Liabilities 19623

Shareholders Equity

Common stock 1000

Retained earnings Includes $40133 of unrealized gains 247522

Total Shareholders Equity 248522

Total Liabilities and Shareholders Equity 268145

See accompanying notes to financial statements



Whitestone Securities Inc

Notes to Financial Statements

For the Year Ending December 31 2009

Note Nature of Business

Nature of operations Whitestone Securities Inc the Company was incorporated on July

1984 under the laws of the State of New York for the purpose of doing business as

Securities Broker-Dealer The Company is registered with the National Association of

Securities Dealers NASD and the Securities and Exchange Commission SEC to serve as

broker for U.S Government and corporate securities The Company derives the majority of

its revenue through securities commissions and proprietary trading profits The Company
clears all of its securities transactions with and for customers on fully disclosed basis

through clearing arrangement

Note Summary of Significant Accounting Policies

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 reported amounts of revenues and

expenses during the reporting period Actual results could differ from those estimates

Securities transactions Proprietary securities transactions in regular-way trades are

recorded on the trade date as if settled Profit and loss from all securities transactions entered

into for the account and risk of the Company are recorded on trade date basis Customers

security transactions and related commissions and expenses are reported on trade date

basis

Cash equivalents Holdings of highly liquid investments with maturities of three months or

less when purchased are considered to be cash equivalents

Restricted cash Restricted cash consists of funds on deposit pursuant to contractual

agreement

Concentration of credit risk The Company maintains its cash at various financial

institutions The cash balances at these institutions do not exceed the available Federal

Deposit Insurance Corporation FDIC as of December 31 2009

Marketable securities Securities owned are valued at quoted market prices The

unrealized gain or loss resulting from the difference between cost and market is included in

income

Property equipment Property equipment are recorded at cost and depreciated over

the estimated useful lives of those assets using the straight-line method Expenditures for

routine maintenance and repairs are charged to expenses as incurred



Whitestone Securities Inc

Notes to Financial Statements

For the Year Ending December 31 2009

Note Net Capital Requirements

The Companys Net Capital requirement is subject to the Securities and Exchange

Commission Uniform Net Capital Rule Rule 15c3-1 as defined which requires the

maintenance of minimum net capital of $100000 and requires that the ratio of aggregate

indebtedness to net capital not exceed to As of December 31 2009 the Company had

net capital of $242163 which was $142163 in excess of its $100000 requirement and

ratio of aggregate indebtedness to net capital of .018 to .8%

Note Investments

The following is summary of securities at December 31 2009

Gross

Unrealized

Cost Gains Losses Fair Value

U.S corporate securities 51262 40133 91395

Note Capital Structure

At December 31 2009 the Company has one share of no par value common stock issued and

outstanding Common shares are voting and dividends are paid at the discretion of the Board

of Directors All common shares are restricted from transfer to third parties without the

Company or other shareholders first being offered the right to purchase those shares at the

current market price

Note Income Taxes

The Company accounts for income taxes in accordance with the Statement of Financial

Accounting Standards No 109 Accounting for Income Taxes which requires the

recognition of deferred tax liabilities and assets at currently enacted tax rates for the expected

future tax consequences of events that have been included in the financial statements and tax

returns

deferred tax liability has been established due to temporary differences between book and

tax in accordance with GAAP from unrealized gains on marketable securities being held by

the Company



Whitestone Securities Inc

Notes to Financial Statements

For the Year Ending December 31 2009

Note Income TaxesContinued

Deferred tax liability January 2009 28421

Adjustment due to decrease in market value of

securities in 2009 13.259

Deferred tax liability December 31 2009 15162

Note Off Balance Sheet Risk

In the normal course of business the Companys customer activities involve the execution

settlement and financing of various customer securities transactions These activities may
expose the Company to off balance sheet risk in the event the customer or other broker is

unable to fulfill its contracted obligations and the Company has to purchase or sell the

financial instrument underlying the contract at loss

The customer transactions are transacted on cash basis through the facilities of its clearing

broker In the event the customers fail to satisfy their obligations to the clearing broker the

Company may be required to compensate the clearing broker for losses incurred on behalf of

the customer



Whitestone Securities Inc

Computation of Net Capital Pursuant to SEC Rule 15c3-1

December 31 2009

Computation of Net Capital

Shareholders Equity 248522

Deferred income taxes 15162

Tentative Net Capital 263684

Deductions andlor charges

Non-allowable assets 3101
Haircuts on securities 18420

Net Capital 242163

Required Capital 100000

Net Capital in Excess of Requirement 142163

Computation of Aggregate Indebtedness

Accounts payable accrued expenses 4461

Total Aggregate Indebtedness 4461

Ratio of aggregate indebtedness to net capital .018 to

Percentage of aggregate indebtedness to net capital 1.8%

Reconciliation with Companys calculation as reported on December 31 2009 FOCUS report

Net Capital as reported in December 31 2009 Form X-1 7A-5 Part 11A unaudited FOCUS report 242163

Adjustments to record prepaid expenses ______________

Net Capital Per Above 242163

See accompanying notes to financial statements



Whitestone Securities Inc

Information Relating to the Possession Or

Control Requirements Under Sec Rule 15c3-3

As of December 31 2009

WHITESTONE Securities Inc operates pursuant to the k2ii exemption under SEC Rule

15c3-3 and does not hold customer funds or securities The Company is therefore exempt from

the reserve formula calculations and possession and control computations

II
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Report of Independent Accountants on Internal Control Structure

as Required By Sec Rule 17a-5G1

To the Stockholders of

Whitestone Securities Inc

In planning and performing our audit of the financial statements of Whitestone Securities Inc as

of and for the year ended December 31 2009 in accordance with auditing standards generally

accepted in the United States of America we considered the Companys internal control over

financial reporting internal control as 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 Companys internal control Accordingly we
do not express an opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made 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 7a-5g in

making the periodic computations of aggregate indebtedness and net capital under rule 17a-3a

11 and for determining compliance with the exemptive provisions of rule 5c3 -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

Making quarterly securities examinations counts verifications and comparisons and

the recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section

of Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System

The management of the Company is responsible for establishing and maintaining an internal

control structure 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

III

Certified Public Accountants
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achieve the SECs 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

managements authorization and recorded properly to permit preparation of financial statements

in conformity with generally accepted accounting principles Rule 17a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to

above errors 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

control deficiency exists when the design or operation of control does not allow management
or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or

combination of control deficiencies that adversely affects the entitys ability initiate authorize

record process or report financial data reliably in accordance with generally accepted

accounting principles such that there is amore than remote likelihood that misstatementof the

entitys financial statements that is more than inconsequential will not be prevented or detected

by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented by the entitys 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 internal control and

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 material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2009 to meet the SECs objectives

This report is intended solely for the use of management the SEC and other regulatory agencies

that rely on Rule 17a-5g 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

Colabella Company LLP
Brooklyn New York

February 20 2010
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