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OATH OR AFFIRMATION

Gus Blass III swear or affirm that to the best of

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

Falcon Securities Inc
as

of December 31 201-1 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

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

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

Statement of Changes in Liabilities Subordinated to Claims of Creditors

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 15c3-3

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

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

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 ofthe previous audit

classified solely as that of as follows

Signature

/cJ
cA Cc42

Title

Notary Public

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



CONTENTS

Report of Independent Registered Public Accounting Firm

Financial statements

Statements of Financial Condition

Statements of Operations

Statements of Stockholders Equity

Statements of Cash Flows

otes to Financial Statements

Supplementary information

Computation of Net Capital Aggregate

Indebtedness and Ratio of Aggregate

Indebtedness to Net Capital under rule 15c3-l

Exemptive Provisions under Rule 15c3-3

Report of Independent Registered Public Accounting Firm

on Internal Control Required by SEC Rule 17a-5gl 10 11

Report of Independent Registered Public Accounting Firm

on Applying Agreed-Upon Procedures Related to an

Entitys SIPC Assessment Reconciliation 12 14



Erwin
Company

ER TU Ps si AN

Report of Indepenen Rcgistered ub ic AccountingIiri

Die Board of Directors and Stockholder

con Securities he

have audited the accompanying statements of finrnciai condition ot Falcon Securities Inc as of

December 31 2011 and 2010 md the relat statements of oper atious stockholders equity and cash

flows for the years then ended that yo are filing pursuant to Rule 17a5 under the Securities lsxchange

Ac of 1934 These financial statements are the responsibility of the Companys management Our

es ionsihii ity is to express an opinion on these inancral statements based on our audits

We conducted our audits in accordance with US generally accepted auditing standards fhosc tandaids

require
that we plan and

pci form the audits to obtain reasonable assura ice 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 firm icial statements An audit also includes assessing the

accounting principles used and significant estimates made by management as well as evalu ltrng the

we raIl financial statement presentation We believe that or audits provide asoi able basis for our

nion

In our opinion the financial statements referred to abos ii esent fairly in all material respects the

financial position of Falcon Securities Inc as of December 31 2011 and 2010 and the results of its

operations and its cash flows for the ears then ended in conformity with US penerally acceptect

Iccounting principles

Our audits were made for the purpose of forming an opinion on the financial statements as whole he

sul plementary inforniation contained on pages and required by Rule 7a under the Securities

Exchange Act of 1934 is presented for purposes of additional analysis and is not is quired part of the

financial statements Such informatioi is ti responsibility of iiimnagement and was derived from md
elites directly to the under lying acco mting and other records used to prepare the financial statements

he information has been subjected to the auditing procedures applied in the audit of tire financial

statements and certain additior al procedures including co nparing mud reconciling such infoi mation

hrectly to the underlying accou 0mg arid oft ci records used to prepare the financial statements or to time

financial statement themselves and them additional procedures in accordance with US enerally

accepted auditing standards in cur opinion the inforniatic is fairly stated ii all material nepccts in

relation to the financial statements as whole

Little RocK Arkansas

January 10 2012

0111 Ranch 1nrve Linde Rock rkair 12 501808 80 tax iP 808 770 1110 cOin



FALCON SECURITIES INC

STATEMENTS OF FINANCIAL CONDITION

December 31 2011 and 2010

2011 2010

ASSETS

Cash and cash equivalents 121614 119169

Certificate of deposit 38479 38230

Prepaid expenses 405 405

Total assets 160498 157804

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Stockholders equity

Common stock $1 par value 1000 shares

authorized 300 shares issued and outstanding 300 300

Additional paid-in capital 140525 140525

Retained earnings 19673 16979

Total stockholders equity 160498 157804

160498 157804

See accompanying notes



FALCON SECURITIES INC

STATEMENTS OF OPERATIONS

Years ended December 31 2011 and 2010

2011 2010

Consulting income 7500

Interest income 270 657

Total income 7770 657

Operating expenses

Professional fees 3050 2600

FINRA fees 810 570

Franchise and privilege taxes 350 350

SIPC fees 150

Telephone and other 866 705

Total operating expenses 5076 4375

Net income loss 2694 3718

See accompanying notes



FALCON SECURITIES INC

STATEMENTS OF STOCKHOLDERS EQUITY

Years ended December 31 2011 and 2010

Additional

Common Paid-in Retained

Stock Capital Earnings Total

Balance-December 31 2009 300 140525 20697 161522

Net loss
______ __________

3718 3718

Balance-December 31 2010 300 140525 16979 157804

Net income _____ ________ 2694 2694

Balance-December 31 2011 300 140525 19673 160498

See accompanying notes



FALCON SECURITIES INC

STATEMENTS OF CASH FLOWS

Years ended December 31 2011 and 2010

2011 2010

Cash flows from operating activities

Net income loss 2694 3718

Net cash provided used by operating activities 2694 3718

Cash flows from investing activities

Purchase of certificate of deposit 249 38230

Net cash used by investing activities 249 38230

Net cash provided by financing activities

Net increase decrease in cash and cash equivalents 2445 41948

Cash and cash equivalents

Beginningof year 119169 161117

End of year 121614 119169

See accompanying notes



FALCON SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

December 31 2011 and 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and nature of business

Falcon Securities Inc the Company is registered as broker/dealer with the

Securities Exchange Commission under the Securities Exchange Act of 1934 the Act and is member of

the Financial Industry Regulatory Authority FINRA No securities were held for customers at December

31 2011 and 2010 or during the years then ended

Cash equivalents

For purposes of the statement of cash flows cash and cash equivalents include cash on hand

and demand deposits in commercial banks and brokerage firms

Statement of changes in subordinated liabilities

The accompanying financial statements do not include statement of changes in liabilities

subordinated to the claims of general creditors as required under Rule 17a-5 of the Act since no such

liabilities existed at December 31 2011 and 2010 or during the years then ended

Use of estimates

The preparation 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 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

Subsequent events

The Company has evaluated subsequent events through January 30 2012 the date these

financial statements were available to be issued

INCOME TAXES

The Companys stockholders have elected to be taxed under Subchapter of the Internal

Revenue Code whereby the income or loss of the Company is in general reported by the stockholder

Accordingly the Company does not recognize provision for income taxes The Companys income tax

returns are no longer subject to federal or Arkansas income tax audits by tax authorities for years prior to

2008



NET CAPITAL REQUIREMENTS

The Company is required to maintain minimum net capital as defined in Rule 15c3-1 of the

Securities Exchange Act of 1934 The Company uses the aggregate indebtedness method which requires

the Company to maintain minimum net capital of 2/3% of aggregate indebtedness or $25000 whichever

is greater unless the broker-dealer does not receive directly or indirectly or hold funds or securities for

or owe funds or securities to customers does not carry customer accounts and clears all trades through

another broker-dealer in which case minimumnet capital of $5000 is required The Act also requires that

the ratio of aggregate indebtedness to net capital not exceed 15 to

The Company does not carry customer accounts and does not transact trades and

accordingly the Company is required to maintain $5000 minimum net capital The Companys net capital

as defined under Rule 15c3-1 was $157205 and $154515 at December 31 2011 and 2010 respectively

The Company had no indebtedness at December 31 2011 and 2010

STOCK PURCHASE WARRANT

During the year ending December 31 2011 in exchange for consulting services rendered to

client the Company received cash of $7500 and warrant to purchase shares of common stock of

privately-held entity The warrant enables the Company to purchase 25000 shares of the entitys stock for

an exercise price of $.50 per share prior to expiration on April 20 2015 In managements opinion the

value of the warrant is not material to the Companys financial statements and no value has been assigned

to the warrant

RELATED PARTY TRANSACTIONS

The Company uses certain office facilities and general and administrative services provided

by company affiliated through common ownership without charge
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FALCON SECURITIES INC

COMPUTATION OF NET CAPITAL AGGREGATE INDEBTEDNESS
AND RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

UNDER RULE 15c3-1

December 31 2011 and 2010

2011 2010

Net Capital

Total stockholders equity 160498 157804

Less nonallowable assets prepaid expenses 405 405
Less 1.5% haircut on certificate of deposit 577 573
Less 2.0% haircut on money market funds 2311 2311

Net capital 157205 154515

Net capital requirement 5000 5000

Excess net capital 152205 149515

Aggregate Indebtedness

Ratio of Aggregate Indebtedness to Net Capita 0.00 to 0.00 to

Reconciliation with Companys Computation

Net capital as reported in Companys Part II of

Form X-17A-5 unaudited 157205 155088

Net audit adjustments-haircut on certificate of deposit 573

Net capital per above 157205 154515



FALCON SECURITIES INC

EXEMPTIVE PROVISION UNDER RULE 15c3-3

December 31 2011 and 2010

An exemption from Rule 15c3-3 is claimed under Section k2ii

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

AND

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

The Company clears all customer transactions with and for customers on fully

disclosed basis with clearing broker promptly transmits all customer funds and

securities to the clearing broker does not carry securities accounts for customers

or perform custodial functions related to customer securities Accordingly no

reconciliation between the computation of the reserve requirement under Rule

15c3-3 and the computation filed with Part II of Form X-17A-5 is necessary
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Report of Indepetident Registered Public Accounting_ Firm

on 1itefnal Control Required by 5Ff Rule l7agl

he Board of Dii ectors and Stockholcki

falcon Sc cur ities Inc

In planning and performing ow audit of the bnancF statemer ts and supplementary information of Falcon

Sec unties Inc the ompany as of and for the year ended Deceniber 31 201 in accordance ith

auditing standards
goner ally accepted in the United Stales America we considered the Company

internal control over financial reporting internal control basis for designing our auditing procedures

for the purpose of expressing our inion on tire financi ii statements but not for the purpose of

expressm2 an opinion on the elfectiveness of the Company internal control Accordingly we do not

express an opinion on tire ci fectiveness of the Company internal conti ol

Also as required by Rule là Sçg of the Securiries and Fxchange oinmission fSFe we have made

study of the practices and procedures lollowed by the Company including consideration of control

ret situs for safeguarding securities his study included tests of such practices and piocedures that we

cor sidered relevant to the objectives stated in Rule 7a 5g in making the periodic comput itrons of

aggregate indebtedness or aggregate debits and net capital under Rule Ia 11 and for detei mining

compliance with the exernptive 05 isions of Rule Sc Because the Company does rot carry

securities accounts for customers or prfonrT custodial funct ons relating to customer securities we did

nor review tIre
practices and pio edures followed by the Company ni any the following

Making quarterly securitic examinations counts venificatic ns md comparisons and

recordation of differences required by Rule l7a

omplying with the requirements for prompt payment lot securities under Sect ion of Rderal

Reserve Regulation of the Board of Governors of the Feder il Reserse Systeni

Fhe mariagenlent of the Comp roy
is responsible for establish rig and ma rntaini

rig inter rral control and the

pra trees and procedures referred to in the preceding paragraph In fulfilling rhis responsibility estimates

and judgments by management iie required to assess the expected bend ts md related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices arid procedures cart he exp cted to achieve tire SE ahovem eritroned ohjec lives wt the

objectrves ol internal control and tire practices and procednrres are to provide management with

easonable but not absolute assurance th it assets for which the Company has responsil ilrty are

safeguarded against loss front rrnauthoni7ed use or cirsposr ion and that transaction are executed in

accordance with managements authoniiationr arid record ml properly to permit preparatronr of financial

sta crneirts in accordance with generally accepted accounting pi ineiples Rule 7a ag lists additional

objectives of the practices arid procedures 1istd in the preceding paragraph

10
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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

deficiency in internal control 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 and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet important

enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be

prevented or detected and corrected on timely basis

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 previously However we
identified certain deficiencies in internal control that we consider to be significant deficiencies and

communicated them in writing to management and those charged with governance on January 30 2012

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 2011 to meet the SECs

objectives

This
report is intended solely for the use of the Board of Directors stockholder and management of

Falcon Securities Inc the SEC the Financial Industry Regulatory Authority the Arkansas Securities

Department 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

C70r
Little Rock Arkansas

January 30 2012
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Report of Independent Rqgjstered Pub ic Aecouning inn

on Applying Agreed Wpon Procedures Related to Fntity

SIlk Assessment Reconciliation

he Boat of lirectors and Stockholder

I- aleon Securities Inc

lute Rock At kansas

in accordance with Rule 7a5e4 under the Six unties hxchange Act of 1914 we have perfot med the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

Assessment Reconciliation fF0 in SlPC7J to the Securities lnv stor Pioteclion Corporati SIPC
tor the year ended lecember 11 Ii which were agreed to by alcon Securities Inc the ompany and the

Set unties and xchange Commission hinancial Industry Regulatory Authority Inc and SIPC solely to assist

ou and the other specified parties
in evaluating the Companys compliance with the applicable instructions of

the ien ral Assessment Reconciliation Form SlPC7 he Company rntnagement is responsible for the

Company compliance with hose equu ernents This agreedmpon procedures engagement was condue ted in

iceordance with attestation stand irds established by the American Institute of Certified Public Aix ountants

sufficiency of these Procedures is solel\ the respunsihil ty uf those parties specified iii this
report

onsequently we make no rcpresentation regaiding the ifficiency of the piocedures dcscrib hel eithei

hr the puipose for which tins eport as been requested oi tin any other purpose Flie procedures we

er ormed and our findings are as follows

oinpared the listed assessment payme nts in Form SlPC with
rcsp ctise cash disbursement recoi Us

entties noting no differences

Impared the amounts epoi ted on the audited iirm i/A fin the yeai ended December It 2111

as applicable with the amounts ieported in Form SIPC for year ci ding Decenibet 31 2911 nounk

no differences

Compai eel
any adiustmnts rep ted in Orm SIP Rh supporting chedules and working papas

noting no ditterences

Pt oved the arithmetical teem acy of the calculations reflected in Form SIPC and in the related

schedules and woi king papeis noting no differences and

Compared the amount of my overpayment applied to the current assessment with the orm Silk on

which it was originally computed riot nJ no differer ces

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

of an opinion on compliance Aix ordingly we do not express such an opini lad we pcrtoi med additional

procedures other matters might iave conic to ir attention that would have been reported to ou

hs report is intended solely tor the information and use of tile specified parties listed above and 1111

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

ittle Rock Arkansas

Jan iary 30 2012
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SECURITIES INVESTOR PROTECTION CORPORATION
P0 Box 92185 Washington DC 20090-2185

202-371-8300

General Assessment RecanclUatlon

For the fiscal year ended
December 31

20

Read carefully the instructions in your Working Copy before completing this Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name ot Member address Designated Examining Authority 1934 Act registration no and month in which fiscal year ends for

purposes of the audit requirement of SEC Rule 7a-5

General Assessment item 2e trom page

Less payment made with SIPC-6 tiled exclude interest

Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interest computed on late payment see instruction for days at 20% per annum

Total assessment balance and interest due or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above $______________________________

Overpayment carried forward 110.00

Note If any of the information shown on the

mailing label requires correction please e-mail

any corrections to form@sipc.org and so

ndcate on the form tiled

Name and telephone number of person to

contact respecting his term

Subsidiaries and predecessors included in this form give name and 1934 Act registration number
N/A

---

Fa Surt fn
umo or Csiporarro Parrnp orvo omarrzaiiont

Gus Blase III

AurhoizeO Signaiure

Presidenl

inins

Dated theQ day of
_________________ _______________________________________________________________

This form and the assessment payment Is due 60 days atter the end of the fiscal year Retain the Working Copy of this form
ton period of not loss than years the latest years In an easIly accessIble place

Dates ___________
Postmarked

Calculations _________
LU

Exceptions
0.

Disposition of exceptions

Received Reviewed

Documentation _________

13

Forward Copy

SIPC-7

33-REV 7/10

SIPC-7

33-REV 7/10

031978 FINRA DEC

FALCON SECURES tNC 2020

212 CENTER ST STE 800

LJ1TLE ROCK AR 72201-2439

imirn

129.00

110 00

110.00

The SIPC member submitting this form and the

person by chom it is executed represent thereby

that all information contained herein is true correct

and complete



DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning 1/1 2011

and ending 12/s 20jj

Etiminate cents
tens No

7769
2a Total revenue FOCUS Lirru 12/Part IA Line Code 4030

2b Additions

Total revenues from the securrties business of subsidiaries except foreign subsidiaries and

xredecessors not included above

Net ioss from
principal

transactions in securities in
trading

accounts

Net loss from principal transactions in commodities in
trading

accounts

Interest and dividenc expense deducted in determining item 2a

Net loss from management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing registration
tees and legal fees deducted in determining net

xrotit from management of or participation in underwriting or distribution ot securities

7/ Net loss from securities in investment aocounts

Total additions

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business at insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy solicitation

Net gain from securities in investment accounts

/00% of commissions and markups earned from transactions in if certificates of deposit and

ii Treasury bills bankers acceptances or commerciat paper that mature nine months or less

lrom issuance date

Direct expenses of printing advertising and legal tees incurred in connection with other revenue

related to the securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

Deductions in excess of $1 00000 require documentation

Total interest and dividend expense FOCUS Line 22/PART IIA Line t3

Code 4075 plus line 2b4 above but not in excess

of total interest and dividend income $__________________________________

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS line Code 3960

Enter the greater of line or ii

Total deductions

2d SIPC Net Operating Revenues $_ 7iP

2e General Assessment .0025 19

to page line 2.A

14
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