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OATH OR AFFIRMATION

Kevin Patrick swear or affirm that to the best of my
knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Freestone Securities LLC as

of December 31 20 09 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

NONE

__________________________________Kevm Patrick

Signature

Title

NotaryPublic

This report contains check all applicable boxes
FI Facing Page

IEI Statement of Financial Condition

JEI Statement of Income Loss
LE Statement of Changes in Financial Condition

El Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

El Computation of Net Capital

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

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

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

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

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

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



BRIAN ANSON
Certified Public Accountant

18425 Burbank Blvd Suite 606 Tarzana CA 91356 Tel 818 401-8800 Fax 818 401-8818

Report of Independent Registered Public Accountant

Board of Members

Freestone Securities LLC

Seattle Washington

have audited the accompanying statement of financial condition of Freestone Securities LLC

as of December 31 2009 and the related statements of operations changes in members 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 My responsibility is to express an opinion on these financial

statements based on my audit

conducted my audit in accordance with auditing standards of the Public Company Accounting

Oversight Board United States Those standards require that plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free of material

misstatements 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 believe that my audit provides reasonable basis for my

opinion

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

the financial position of Freestone Securities LLC as of December 31 2009 and the results of its

operations and cash flows for the year then ended in conformity with accounting principles

generally accepted in the United States of America

My audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained on Schedule 1-111 is presented for purposes of

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

supplementary information required by Rule 7a-5 of the Securities and Exchange Act of 1934

Such information has been subject to the auditing procedures applied in my audit of the basic

financial statements and in my opinion is fairly stated in all material respect in relating to the

basic financial statements taken as whole

This opinion is intended solely for the information and use of the board of directors The

Securities and Exchange Commission and other regulatory agencies which rely on Rule 7a 5g
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers

and is intended to be and should not be used by anyone other than these specified parties

t_--Cj
Brian Anson

Certified Public Accountant

Tarzana California

February 2010



FREESTONE SECURITIES LLC

Statement of Financial Condition

December 31 2009

ASSETS

Cash $110192

Commissions receivable 18794

Other assets
8655

Total assets
$137641

LIABILITIES AND MEMBERS EQUITY

LIABILiTIES

Accounts payable
$19216

Total liabilities
19216

MEMBERS EQUITY

Members equity
118425

Total liabilities and members equity $137641

The accompanying notes are an integral part of these financial statements



FREESTONE SECURITIES LLC

Statement of Income

For the year ended December 31 2009

REVENUES

Commissions $207899

Interest 759

Total revenues 208658

EXPENSES

FINRA registration fees $6593

Occupancy 7000

Professional fees 15360

Compensation and benefits 49083

Other expenses 19450

Total expenses 97486

Net income $111172

The accompanying notes are an integral part of these financial statements



FREESTONE SECURITIES LLC

Statement of Members Equity

For the year ended December 31 2009

Members

Equity

Net

Income

Total Members

Equity

Beginning balance Janauiy 2009 257253 257253

Distributions 250000 250000

Net income 111172 111172

EndingbalanceDecember 31 2009 7253 111172 118425

The accompanying notes are an integral part of these financial statements



FREESTONE SECURITIES LLC

Statement of Cash Flows

For the year ended December 31 2009

CASH FLOWS FROM OPERATING ACTiViTIES

Netincome $111172

Adjustments to reconcile net income to nd cash

provided by operating activities

Increase decrease in

Commissions receivable 16153

Other assets
2438

Increase decrease in

Acccunts payable
6964

Total adjustments 11627

Net cash provided by operating activities 99545

CASH FLOWS FROM FINANCING ACTI VIES

Distributions
250000

Net cash used in financing activities 250000

Decrease in cash 150455

Cash beginning of period 260647

Cash end of period
110192

Supplemental cash flows disclosures

Cash paid during the year foc

interest
$0

Income taxes
$0

The accompanying notes are an integral part of these financial statements



FREESTONE SECURITIES LLC

Notes to Financial Statements

December 31 2009

Note GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

Freestone Securities LLC the Company was formed in 2002 under the laws of the State of

Washington

The firm received its independent broker dealer registration on January 21 2003 is currently

registered in twenty-three 23 states as well as with The Financial Industry Regulatory Authority

FINRA The Securities and Exchange Commission SEC SIPC and MSRB The firm is licensed as

an Insurance Agent in six states

The Company conducts business as limited broker dealer effective October 25 2004 The Company

accepts orders in mutual funds variable annuities and IRS Section 529 Plans Transactions in mutual

funds annuities and Section 529 plans are accepted on an application basis and therefore the firm is

not required to maintain clearing relationship with another self-clearing broker dealer

Summary of significant accounting policies

Trades are recorded on trade date basis with related commissions income and expenses also recorded

on trade date basis

Property and equipment purchases over $500 individually are capitalized Depreciation is calculated

using straight-line balance method over useful life of five and seven years

Cash equivalents include highly liquid investments purchased with an original maturity of three

months or less The Company maintains its cash in bank deposit accounts which at times may exceed

uninsured limits The Company has not experienced any losses in such accounts

The Company has an agreement with an affiliate to share common expenses such as rent telephone

and overhead For the year ended December 31 2009 the estimate of such value is $58234

The Companys member has elected Limited Liability Company status under federal tax laws The

Company is single member LLC which is disregarded entity for income tax purposes The State of

Washington has no state income tax As result the Company is not liable for corporate income taxes

or state imposed LLC fees



FREESTONE SECURITIES LLC

Notes to Financial Statements

December 31 2009

Note GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

CONTINUED

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 disclosures of contingent assets and liabilities at the date of the financial statements

Actual results could differ from those estimates

Concentrations of Credit Risk

The Company and its subsidiaries are engaged in various trading and brokerage activities in which

counterparties primarily include broker-dealers banks and other financial institutions In the event

counterparties do not fulfill their obligations the Company may be exposed to risk

Management estimates that 100% of the revenues were generated in the State of Washington

Comprehensive Income

The Company adopted SFAS No 130 Reporting Comprehensive Income which requires that an

enterprise report by major components and as single total the changes in equity There were no

other comprehensive income items for the year ended December 31 2009

Note NET CAPITAL REQUIREMENTS

The Company is subject to the uniform net capital rule Rule 15c3-l of the Securities and Exchange

Commission which requires both the maintenance of minimum net capital and the maintenance of

maximum ratio of aggregate indebtedness to net capital Net capital and aggregate indebtedness change

day by day but by December 31 2009 the companys net capital of $62706 exceeded the minimum

net capital requirement by $57706 and the Companys ratio of aggregate indebtedness $19216 to net

capital was 0.31 to which is less than 151 ceiling



FREESTONE SECURITIES LLC

Statement of Net Capital

Schedule

December 31 2009

109770

47064

$62706

5000

$57706

$0

$0

Focus 12/31/09 Audit 12/31/09 Change

$118425 $118425 $0

8655 8655

Members equity December 31 2009

Subtmct Non allowable assets

Tentative net capital

Haircuts

NET CAPiTAL

Minimum net capital

109770

47064

$62706

5000

Excess net capital $57706

Aggregate indebtedness

Accounis payable 19216 19216

Percentage of aggregate
indebtedness to net capital

0.31% 0.31%

There were no reported differuces in t1 amounts stated above atil that filed by the firm

in its Focus report as of December 31 2009

The accompanying notes are an integral part of these financial statements



FREESTONE SECURITIES LLC

December 31 2009

Schedule

Determination of Reserve Requirements

Under Rule 5c3-3 of the Securities and Exchange Commission

The Company is exempt from the reserve requirement of computation

acccrding to the provision of Rule 15c3-3 k1

Schedule III

Infomialion Relating to Possession or Control

Requirements Under Rule 15c3-3

The Comnny is exempt from the Rule 5c3-3 as it relates to Possession and Control

requirements under the exemptive provision

The accompanying notes are an integral part of these financial statements 10



BRIAN ANSON
Certified Public Accountant

18425 BurbankBlvd Suite 606 Tarzana CA 91356 Tel 818 401-8800 Fax 818 401-8818

REPORT OF INDEPENDENT REGISTERED

PUBLIC ACCOUNTANT ON
INTERNAL CONTROL STRUCTURE

REQUIRED BY SEC RULE 17A-5

Board of Members

Freestone Securities LLC

Seattle Washington

In planning and performing my audit of the financial statements of Freestone Securities LLC for

the year ended December 31 2009 considered its internal control structure 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 the

internal control structure

Also as required by Rule l7a-5g1 of the Securities and Exchange Commission have made

study of the practices and procedures including tests of such practices and procedures followed

by Freestone Securities LLC including test of compliance with such practices and procedures

that considered relevant to objectives stated in Rule 17a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 7a-

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 did not review the practices and procedures followed by the

Company in any of the following in making the quarterly securities examinations counts

verifications and comparisons ii recordation of differences required by Rule 7a- 13 or iii in

complying with the requirements for prompt payment for securities of Section of 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 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 internal control structure policies and procedures and of the

practices and procedures referred to in the proceeding paragraph and to assess whether those

practices and procedures can be expected to achieve the Commissions 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 17-5g lists additional objectives of the practices and procedures

listed in the preceding paragraph

11



Board of Members
Freestone Securities LLC

Page Two

Because of inherent limitations in internal control or 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 they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

My consideration of the internal control structure would not necessarily disclose all matters in

the internal control that might be material weaknesses under standards established by the

American Institute of Certified Public Accountants and the Public Company Accounting

Oversight Board United States material weakness is condition in which the design or

operation of the specific internal control components does not reduce to 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 timely period by employees in the normal

course of performing their assigned functions However noted no matters involving the internal

control structure including control activities for safeguarding securities which consider to be

material weaknesses as defined above

In addition my consideration of the internal control structure indicated that the Company was in

compliance with the conditions of the exemption under Paragraph of Rule 15c3-3 and no

facts came to my attention indicating that such conditions had not been complied with during the

period The scope of my engagement did not include the Anti Money Laundering provision of

the U.S Patriot Act

understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the Commission to be adequate for its purpose

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 my study believe

that the Companys practices and procedures were adequate at December 31 2009 to meet the

Commissions objectives

This report is intended solely for the information and use of the board of directors the Securities

and Exchange Commission and other regulatory agencies which rely on Rule l7a-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

Brian Anson

Certified Public Accountant

Tarzana California

February 2010
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