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OATH OR AFFIRMATION

. 5{\0“@/# g [ a U‘JW , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Fallb rell copdr? Securd2s  Cosptastdn s
of (22 Le A ot 21 20 1T are true and correct. 1 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:
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Title

KATHLEEN BRONTSEMA
Commission # 1849759
Notary Public - California Z

Los Angeles County 2
My Comm. Expires Jun 4, 2013

This report ** contains (check all applicable boxes):
(a) Facing Page.
(b) Statement of Financial Condition.
(¢) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

El
&
Kl
O
O
% (g) Computation of Net Capital.
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(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢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 Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

® (n) A reportdescribingany material inadequacies found to existor found to have existed since the date of the previous audit.

%% For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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WADE ] BOWDEN & COMPANY
CERTIFIED PUBLICACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

To the Shareholder and Directors
FALLBROOK CAPITAL SECURITIES CORPORATION

We have audited the accompanying statement of financial condition of Fallbrook Capital
Securities Corporation as of December 31, 2011 and the related statements of operations,
changes in stockholder’s equity and cash flows for the year then ended that you are filing
pursuant to rule 17a-5 under the 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 Fallbrook Capital Securities Corporation as of December 31, 2011 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 conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the supplementary schedule 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 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 a whole.

Atlanta, Georgia
February 12, 2012

1720 EPPS BRIDGE PARKWAY, SUITE 108-381
ATHENS, GEORGIA 30606
PH 770-500-9798
FAX 678-868-1411

WBOWDEN@ZVOT.CPA C.OM




FALLBROOK CAPITAL SECURITIES CORPORATION

STATEMENT OF FINANCIAL CONDITION
December 31, 2011

ASSETS
CURRENT ASSETS:
Cash $ 126,655
Accounts receivable 19,700
Prepaid expenses 8,500
TOTAL | % 154,855
LIABILITIES AND STOCKHOLDER'S EQUITY
CURRENT LIABILITIES:
Accounts payable $ 488
Commissions payable 67,941
_ Total liabilities | 68,429
STOCKHOLDER'S EQUITY:
Capital stock no par value, 100 shares authorized, issued and
and outstanding
Additional paid-in capital 17,500
Retained earnings 68,926
Total stockholder's equity | 86,426
TOTAL | $ 154,855

See Independent Auditors’ Report and
- Notes to Financial Statements.
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FALLBROOK CAPITAL SECURITIES CORPORATION

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2011

REVENUE:
M&A fees
Commissions

Total revenue
EXPENSES:
Commissions, salaries and benefits
Reimbursable expenses
Legal and professional fees
Taxes, licenses and permits
Occupancy and administrative
Total expenses
Net income before interest income

Interest income

NET INCOME

$ 2,259,643
3,750

— 2,263,303

1,844,918
216,750
89,547
38,362
26,834

| 2,216,411

46,982

55

I $ 47,037

See Independent Auditors’ Report and
Notes to Financial Statements.
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FALLBROOK CAPITAL SECURITIES CORPORATION

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2011

STOCKHOLDER'S EQUITY, JANUARY 1 $ 39,389
Net income ‘ 47.037
STOCKHOLDER'S EQUITY, DECEMBER 31 } | $ 86,426

See Independent Auditors' Réport and
Notes to Financial Statements.
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FALLBROOK CAPITAL SECURITIES CORPORATION

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2011

OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net cash provided by
operating activities:
Increase in accounts receivable
Increase in prepaid expenses
Increase in commissions payable
Increase in accounts payable
Net cash provided by operating activities

NET INCREASE IN CASH
CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

$ 47,037

(19,700)
(8,500)
50,768

488

I 70,093 |

70,093

56,562

[s 126,655 |

See Independent Auditors' Report and
Notes to Financial Statements.
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FALLBROOK CAPITAL SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS
| SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Fallbrook Capital Securities Corporation (the "Company”) is a broker-dealer registered
with the Securities and Exchange Commission (SEC) and the Financial Industry
Regulatory Authority ("FINRA"). In 2000, the Company reached an agreement with

the NASD (now FINRA). The agreement was amended in March, 2007 to include
additional services. Currently the Company can engage in business set forth as follows:

"The firm will engage in the business of structuring private placements of both debt
and equity securities, on the client's behalf and act as a mergers and acquisitions
consultant on a fee for service basis."

Basis of Presentation

The Company's main office is located in Calabasas, California and has twenty-one
registered persons. The Company's revenue is derived from (1) commissions generated,
on a best-efforts basis, from the sale of private placements of direct participation programs
of tax incentive investments to corporate and institutional investors; and (2) From fees
generate from mergers and acquisitions activities, also on a best efforts basis.

Income Taxes

The Company, with the consent of its sole stockholder, has elected to be taxed as an

S corporation under Subchapter S of the Internal Revenue Code that provides, in lieu of
corporate income taxes, the stockholder separately accounts for his share of the
Company's items of income, deductions, losses and credits. Therefore, these financial
statements do not include any provision for corporate income taxes.

Estimates

The presentation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assefs
and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results couid differ from
those estimates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Company defines cash equivalents
as highly liquid investments with original maturities of less than ninety days that are
not held for sale in the ordinary course of business.




SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Revenue Recognition

The Company recognizes revenue when fees are billed to clients for services rendered,
and has determined the fees to be collectible.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (SEC Rule 15¢3-1), which requires the maintenance of minimum net
capital and requires that the ratio of aggregate indebtedness to net capital, both as
-defined, shall not exceed 15 to 1 (and.the rule of the "applicable" exchange also
provides that equity capital may not be withdrawn or cash dividends paid if the resulting
net capital ratio would exceed 10 to 1). At December 31, 2011, the Company had net
net capital of $58,226, which was $53,226 in excess of its required net capital of $5,000.
The Company's percentage of aggregate indebtedness to net capital was 117.52%.

RELATED PARTY TRANSACTIONS

During 2011, the Company paid its sole shareholder commissions totaling $80,000
which is reflected on the statement of operations as commissions, salaries and benefits.

COMPUTATION FOR DETERMINATION OF RESERVE RQUIREMENTS UNDER
RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

The Company is exempt from the provisions of Rule 15¢3-3 under the Security Exchange
Act of 1934 pursuant to paragraph (k)(2)(i) of the rule. '

INFORMATION RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

The Company is exempt from the provisions of Rule 15¢3-3 under the Security Exchange
Act of 1934 pursuant to paragraph (k)(2)(i) of the rule.




FALLBROOK CAPITAL SECURITIES CORPORATION

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2011

[ SCHEDULE1 |
TOTAL STOCKHOLDER'S EQUITY QUALIFIED FOR NET
CAPITAL ’ 1$ 86,426
DEDUCTIONS AND/OR CHARGES:
Nonallowable assets:
Accounts receivable (19,700)
Prepaid expenses (8,500)
NET CAPITAL B 58,226 |
AGGREGATE INDEBTEDNESS -
Commissions payable 67,941
Accounts payable 488
Total aggregate indebtedness 1 . 68,429
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT -
Minimum dollar net capital requirement I v 5,000
Excess net capital B 53,206 |
Excess net capital at 1,000 percent I — 57,383
Percentage of aggregate indebtedness to net capital I 117.52%

See Independent Auditors’ Report
8

There is no difference in the above computation and the Company's net capital, as reported in
Company's Part IlA (unaudited) FOCUS report as of December 31, 2011.



WADE ] BOWDEN & COMPANY
CERTIF.‘IED PUBLICACCOUNTANTS&CONSULTANTS

INDEPENDENT ACCOUNTANTS’ REPORT
REQUIRED BY
SECURITIES EXCHANGE COMMISSION (SEC) RULE 17A-5(e)(4)
AGREED-UPON PROCEDURES RELATED TO AN ENTITY’S SIPC
ASSESSMENT RECONCILIATION

To the Shareholder and Directors _
FALLBROOK CAPITAL SECURITIES CORPORATION

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, | have
performed the procedures enumerated below with respect to the accompanying General
Assessment Recongiliation Form SIPC-7 — page 11 and 12 - to the Securities investor Protection
Corporation (SIPC) for the year ended December 31, 2011, which were agreed to by Fallbrook
Capital Securities Corporation and the Securities and Exchange Commission, Financial Industry
Regulatory Authority, Inc., and the SIPC, solely to assist you and the other specified parties in
evaluating Fallbrook Capital Securities Corporation’s compliance with the applicable instructions
of the General Assessment Reconciliation (Form SIPC-7). Fallbrook Capital Securities
Corporation’s management is responsible for the Fallbrook Capital Securities Corporation’s
compliance with those requirements. This agreed-upon procedures engagement was conducted
in accordance with attestation standards established by the American Institute of Certified Public
Accountants. The sufficiency of these procedures is solely the responsibility of those parties
specified in this report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested or for
any other purpose. The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement records entries in the general ledger noting no differences.

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2011, as applicable, with the amounts reported in Form SIPC-7 for the
year ended December 31, 2011 noting no differences. :

3. Compared adjustments reported in Form SIPC-7 with supporting schedules and working
papers, noting no differences.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers.

5. There was no application of overpayment, thus, no difference between the current '
assessment and the original computation.

See Independent Auditors’ Report and
Notes to Financial Statements
9
1720 EPPS BRIDGE PARKWAY, SUITE 108-381
ATHENS, GEORGIA 30606
PH 770-500-9798

FAX 678-868-1411

WBOWDEN@VOLCPA.COM




We were not engaged to, and did not conduct an examination, the objective of which would be the

- expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have
been reported to you. :

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specific parties.

Atlanta, Georgia
February 12, 2012

See Independent Auditors' Report and
Notes to Financial Statements.
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WADE ] BOWDEN & COMPANY
CERTIFIED PUBLICACCOUNTANTS & CONSULTANTS

REPORT ON INTERNAL CONTROL

, . REQUIRED BY
SECURITIES EXCHANGE COMMISSION (SEC) RULE 17A-5
FOR A BROKER-DEALER CLAIMING AN EXEMPTION FROM
(SEC) RULE 15C3-3

To the Shareholder and Directors
FALLBROOK CAPITAL SECURITIES CORPORATION

In planning and performing our audit of the financial statements and supplementary schedule of
Fallbrook Capital Securities Corporation (the “Company”), as of and for the year ended December
31, 2011, we considered its internal control, including control activities for safeguarding securities,
in order to determine our auditing procedures for the purpose of expressing our 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"), we
have made a study of the practices and procedures followed by the Company, including 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 indebtedness (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;
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 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 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 accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph. ‘
' See Independent Auditors’ Report and
Notes to Financial Statements
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Because of inherent limitations in any 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 that they may become inadequate because of changes in
conditions or the effectiveness of their design and operation may deteriorate.

Our consideration of the 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, we noted no matters involving the internal control, including
control activities for safeguarding securities that we consider to be material weakness 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 as of December 31, 2011 to meet the SEC's
objectives.

This report recognizes that it is not practicable in an organization the size of the Company to achieve
all the division of duties and cross-checks generally included in a system of internal control, and that
alternatively, greater reliance must be placed on surveillance by management.

This report is intended solely for the information and use of the Board of Directors, 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 used by
anyone other than these specified parties.

Atlanta, Georgia
February 12, 2012

See Independent Auditors' Report and
Notes to Financial Statements.
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