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INDEPENDENT AUDITORS REPORT

The Board of Directors of

FBN Securities Inc

We have audited the accompanying statement of financial condition of FBN Securities Inc the
Company as of March 31 2013 and the related statements of income changes in

shareholders equity and cash flows for the year then ended that are filed pursuant to rule 7a-

under the Securities Exchange Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with accounting principles generally accepted in the United States of

America this includes the design implementation and maintenance of internal control relevant

to the preparation and fair presentation of financial statements that are free from material

misstatement whether due to fraud or error

Auditors Responsibility

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 involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements The procedures selected depend on the auditors

judgment including the assessment of the risks of material misstatement of the financial

statements whether due to fraud or error In making those risk assessments the auditor

considers internal control relevant to the entitys preparation and fair presentation of the

financial statements in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the

entitys internal control Accordingly we express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of

significant accounting estimates made by management as well as evaluating the overall

presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
basis for our audit opinion



Opinion
In our opinion the financial statements referred to above present fairly in all material respects
the financial position of FBN Securities Inc as of March 31 2013 in accordance with

accounting principles generally accepted in the United States of America

Garden City New York

May 28 2013
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FBN SECURITIES INC

STATEMENT OF FINANCIAL CONDITION

MARCH 31 2013

ASSETS
Cash and cash equivalents 551902

Certificate of deposit 79246

Receivable from clearing organizations 109189
Receivable from customers 142126

Property and equipment at cost less accumulated depreciation

and amortization of $83012 26101
Deferred income tax asset 72016

TOTAL ASSETS 980580

LIABILITIES AND SHAREHOLDERS EQUITY

LIABILITIES

Loan payable bank 142014

Accounts payable and accrued expenses 187000
Due to officer 13600

Deferred rent expense 49033

TOTAL LIABILITIES 391 647

COMMITMENTS AND CONTINGENCIES

SHAREHOLDERS EQUITY

Common stock no par value 200 shares

authorized 100 shares issued and outstanding 6000
Additional Paid-in capital 334406
Retained earnings 249527

589933

Less 90 shares of common stock in treasury at cost 1000

TOTAL SHAREHOLDERS EQUITY 588933

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 980580

See accompanying notes to financial statements
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FBN SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31 2013

LINE OF BUSINESS

FBN Securities Inc the Company is broker dealer registered with the Securities and

Exchange Commission SECand the Financial Regulatory Authority FINRA engaged

primarily in the execution of stock transactions for customers The Company is non-

clearing broker and does not handle any customer funds or securities The Company
derives revenues mainly in the form of commissions from the sale of stocks traded on

various stock exchanges and consulting income from research conducted on behalf of its

clients The Company maintains offices in New York and California

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

REVENUE RECOGNITION

The Company records its revenues in the form of commissions using the trade-dale

basis

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 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

CASH AND CASH EQUIVALENTS

The Company considers cash and all highly liquid instruments with original maturities of

three months or less that are not held for sale in the ordinary course of business to be

cash equivalents for cash flow statement purposes The Company maintains its cash in

bank deposit accounts which at times may exceed federally insured limits The

Company has not experienced any losses in such accounts and believes it is not

exposed to any significant credit risk on cash and cash equivalents

FINANCIAL INSTRUMENTS

The Companys financial instruments include cash and cash equivalents certificate of

deposit receivables from customers and clearing organizations accounts payable and

bank debt for which carrying values approximate fair values due to the short maturities of

those instruments

FIXED ASSETS DEPRECIATION AND AMORTIZATION

Fixed assets are stated at cost and consist of furniture fixtures equipment and leasehold

improvements Major expenditures for fixed assets and those which substantially

increase useful lives are capitalized Maintenance repairs and minor renewals are

expensed as incurred When assets are retired or otherwise disposed of their costs and

related accumulated depreciation and amortization are removed from the accounts and

resulting gains and losses are included in income Depreciation and amortization is

provided by both straight-line and accelerated methods over the estimated useful lives of

the assets
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FBN SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

RECEIVABLE FROM CLEARING ORGANIZATIONS

The Company maintains brokerage accounts with clearing organizations through which

all trading transaOtions are cleared The receivable and all securities owned are with

these same organizations The company is subject to credit risk if these organizations are

unable to repay the receivable or return securities in their custody

INCOME TAXES

The Company follows the provisions of the FASB Accounting Standards Codification as

revised on Uncertainty in Income Taxes The guidance imposes threshold for

determining when an income tax benefit can be recognized for financial statement

purposes The threshold now imposed for financial statement reporting generally is

higher than the threshold imposed for claiming deductions in income tax returns Under
the revised guidance the tax benefit from an uncertain tax position can be recognized for

financial statement purposes only if it is more likely than not that the tax position will be

sustained upon examination by the taxing authorities including the resolution of appeals
or litigation processes if any The revised rules also provide guidance on classification of

current and deferred income tax assets and liabilities accounting for interest and

penalties associated with tax positions and income tax disclosures Management
believes there were no material liabilities related to uncertain tax positions as of either

April 2012 or March 31 2013

The Company provides deferred income taxes resulting from temporary differences

between the financial statement and tax bases of assets and liabilities Deferred tax

assets or liabilities at the end of each period are determined using the tax rate expected
to be in effect when taxes are actually paid or recovered Valuation allowances are

established when necessary to reduce deferred lax assets to the amount expected to be

realized Temporary differences result principally from net operating losses available the

use of accelerated depreciation straight-lining of rent expense for financial statement

purposes and the use of the cash basis for income tax purposes

The Company files U.S federal income tax returns and separate state and local income

tax returns in New York and California Returns filed in these jurisdictions for tax years

ended on or after March 31 2010 are subject to examination by the relevant taxing

authorities

OFF-BALANCE SHEET RISK

In the normal course of business the Companys customer and correspondent clearance

activities involve the execution settlement and financing of various customer security

transactions These activities may expose the Company to off-balance-sheet risk in the

event the customer or clearing agent is unable to fulfill its contracted obligations and the

Company has to purchase or sell the financial instrument underlying the contract at

loss As of March 31 2013 the Company was not exposed to such risk
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FBN SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

CONCENTRATION OF CREDIT RISK

The Company is engaged in various trading and brokerage activities whose

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

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

The risk of default depends on the creditworthiness of the counterparty or issuer of the

instrument It is the Companys policy to review as necessary the credit standing of

each counterparty with which it conducts business As of March 31 2013 the Company
was not exposed to such risk

RECENT ACCOUNTING GUIDANCE

During 2012 the Financial Accounting Standards Board FASB issued various updates

to the FASB Accounting Standards Codification including updated guidance on revenue

recognition consolidation of variable interest entities and fair value disclosures

presentation of other comprehensive income and goodwill and other intangible

impairment testing These and other updates are not yet effective for the Companys
financial statements or when effective will not or did not have material impact on the

Companys financial statements upon adoption

SUBSEQUENT EVENTS

Management has evaluated subsequent events through May 28 2013 the date the

financial statements were available for issuance

RECEIVABLES FROM CLEARING ORGANIZATIONS AND CUSTOMERS

The receivable balance from the clearing organization and customers have not historically

required any write offs for credit losses and are stated at the amount management

expects to collect from outstanding balances Based on managements evaluation of

collectability an allowance for doubtful accounts is not required

PROPERTY AND EQUIPMENT

Major classes of property and equipment consist of the following

estimated useful

life-years

Furniture fixtures and equipment 5-7 83183

Leasehold improvements 25930

109113

Less Accumulated depreciation

and amortization 83012

Net property and equipment 26.101

Depreciation and amortization expense for the year ended March 31 2013 was $7269
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FBN SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH31 2013

LOAN PAYABLE

The Company has revolving line of credit with bank that calls for principal and interest

at prime pIus 1.56% payments that vary from month to month depending on the

outstanding balance As of March 31 2013 there was balance of $142014 outstanding
on the revolving line of credit

Interest expense for the year ended March 31 2013 was $6210

COMMITMENTS AND CONTINGENCIES

OPERATING LEASES

The Company leases an office facility under non-cancelable operating lease in New
York expiring on December 31 2015 In addition to base rent payments the Company is

liable for real estate taxes and certain operating expenses In addition the Company
rents office space in California on month-to-month basis

As of March 31 2013 the future minimum lease payments under this non-cancelable
lease is as follows

Year Ended March 31

2014 233574
2015 233574
2016 175181

Total 642329

The Company has straight lined rent for the years 2011 through 2015 due to escalating

clauses in its office lease agreement and has recorded deferred rent expense of

$49033 as of March 31 2013 Rent expense for the year ended March 31 2013 was
$276591 which includes deferred rent credit adjustment of $17830

letter of credit in the amount of $77858 has been issued as rent security on the

Companys New York office The letter of credit expires and will automatically renew
each year The letter of credit is collateralized by certificate of deposit

INCOME TAXES

The Company has recorded deferred income tax asset at March 31 2013 for the

expected future tax benefit listed in note above The Company has not provided an
allowance against the balance in deferred income tax assets as management believes

that it is more likely than not that the benefits will be utilized based upon estimates of the

Companys future taxable income
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FBN SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31 2013

INCOME TAXES CONTINUED

Components of income taxes are as follows

Current income tax

State and local 17371

Total current 17371

Deferred income tax

Federal 7276
State and local 11 463

Total deferred 18739

Total Income taxes 36.110

MAJOR CUSTOMERS

As of March 31 2013 35% of total receivables were due from four customers

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 15c3-1 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 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 lOto At March 31 2013
the Company had net capital of $377913 which was $351803 in excess of its required

net capital of $26110 The Companys aggregate indebtedness to net capital ratio was
1.04 to
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