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BRADFORD R. DOOLEY & ASSOCIATES
Accountants and_Auditors
209 WEST JACKSON BLVD - SUITE 404
CHICAGO, ILLINOIS 60606

Member
AMERICAN INSTITUTE OF OFFICE FAX
CERTIFIED PUBLIC ACCOUNTANTS (312) 939-0477 (312) 939-8739

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
of Forest Securities, inc.

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Forest Securities, Inc. as of December 31,
2018, and the related notes (collectively referred to as the “financial statement”). In our opinion, the statement of
financial condition presents fairly, in all material respects, the financial position of Forest Securities, Inc. as of
December 31, 2018 in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of Forest Securities, Inc.’s management. Our responsibility is to express
an opinion on Forest Securities, Inc.’s financial statement based on our audit. We are a public accounting firm
registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be
independent with respect to Forest Securities, Inc. in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audit provides a reasonable basis for our opinion.

We have served as Forest Securities, Inc.’s auditor since 2012.

AR gl

. Bradford R. Dooley & Asgoclates

Chicago, lllinois
February 28, 2019



FOREST SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31,2018

ASSETS

Cash and cash equivalents $ 52,792
Receivable from broker/dealers 34,769
Deposit with broker ‘ 50,000

Furniture and equipment, net of $63,591
~ accumulated depreciation -0-
Other assets 1,460
Total assets $ _139.021

LIABILITIES AND STOCKHOLDERS’ EQUITY
. Liabilities

Accounts payable and accrued expenses $ 102,657

Stockholders’ Equity

Common stock, no par value; authorized
1,000 shares; issued and

outstanding 1,000 shares $ 1,000

Additional paid in capital 60,000

Retained earnings (24.636)
Total stockholders’ equity 36,364
Total liabilities and stockholders’ equity $ __139.021

The accompanying notes to the financial statements are an integral part of this statement.



FOREST SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

¢ Organization and Description of Business

Forest Securities, Inc. (the Company) was incorporated in the State of Towa on June 16, 1992,
The Company became registered as a broker/dealer with the Securities and Exchange
Commission and is a member of the Financial Industry Regulatory Authority, Inc. (FINRA).

On December 10, 2012, the Company transferred to an Illinois Corporation and filed a notice
of dissolution of the lowa Corporation.

The Company operates exclusively as a securities broker/dealer and is accordingly required to
abide by all applicable rules and regulations of the Securities and Exchange Commission, the
Financial Industry Regulatory Authority, Inc., and other regulatory bodies. All trades are
cleared on a fully disclosed basis.

The Company operates under the provisions of Paragraph (k)(2)(ii) of Rule 15¢3-3 of the
Securities Exchange Act of 1934 and, accordingly, is exempt from the remaining
provisions of that rule. Essentially, the requirements of Paragraph (k)(2)(ii) provide that
the Company clear all transactions on behalf of customers on a fully disclosed basis with
a clearing broker-dealer and promptly transmit all customer funds and securities to the
clearing broker-dealer. The clearing broker-dealer carries all of the accounts of the
customers and maintains and preserves all related books and records as are customarily
kept by a clearing broker-dealer.

2 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 at the date of the financial statements, as well as the reported
amounts of revenues and expenses during the reporting perlod Actual results could differ
from these estimates.

Revenue Recognition
Securities transactions (and related revenue and expenses) are recorded on the trade date of the

transactions.

Furniture and Equipment

Furniture and equipment are stated at historical cost and are depreciated based upon their
useful life, generally five or seven years. Maintenance and repairs are charged to income as
incurred.

Cash Equivalents
The Company considers all highly liquid investments with an original maturity when
purchased of three months or less to be cash equivalents.

Income Taxes
The Company files its corporate income tax return on the cash basis. Investment tax credits
and job credits are applied as a reduction of federal income taxes using the flow-through

PR A ]



FOREST SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

2) Summary of Significant Accounting Policies (continued)

Income Taxes (continued)

FASB guidance requires the evaluation of tax positions taken or expected to be taken in the
course of preparing the Company’s tax returns to determine whether the tax positions are
“more-likely-than-not” of being sustained “when challenged” or “when examined” by the
applicable tax authority. Tax positions not deemed to meet the more-likely-than-not threshold
would be recorded as a tax benefit or expense and liability in the current year.

Management has reviewed the Company’s tax positions for the open tax years (current and
prior three tax years) and concluded that no provision for income tax is required in the
Company’s financial statements. Such open tax years remain subject to examination by tax
authorities.

3) Fair Value Measurement

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an-orderly transaction between market participants at the measurement date. In
determining fair value, the Company may use various valuation approaches, including market,
income and/or cost approaches. The fair value hierarchy requires an entity to maximize the
use of observable inputs and minimize the use of unobservable inputs when measuring fair
value. Fair value is a market-based measure considered from the perspective of a market
participant. As such, even when market assumptions are not readily available, the Company’s
own assumptions reflect those that market participants would use in pricing the asset or
liability at the measurement date. The fair value measurement accounting guidance describes
the following three levels used to classify fair value measurements:

Level 1
Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting

entity has the ability to access at the measurement date.

Level 2

Inputs other than quoted prices within Level 1 that are observable for the asset or liability,
either directly or indirectly; and fair value is determined through the use of models or other
valuation methodologies. A significant adjustment to a Level 2 input could result in the Level
2 measurement becoming a Level 3 measurement.

Level 3

Inputs are unobservable for the asset or liability and include situations where there is little, if
any, market activity for the asset or liability. The inputs into the determination of fair value are
based upon the best information in the circumstances and may require significant management
judgment or estimation.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair
value hierarchy. In such cases, an investment’s level within the fair value hierarchy is based on
the lowest level of input that is significant to the fair value measurement. The Company’s
assessment of the significance of a particular input to the fair value measurement in its entirety
requires judgment and considers factors specific to the investment.



FOREST SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

3) Fair Value Measurement (continued)

The Company assesses the levels of the investments at each measurement date, and transfers
between levels are recognized on the actual date of the event or change in circumstances that
caused the transfer in accordance with the Company’s accounting policy regarding the
recognition of transfers between levels of the fair value hierarchy. There were no significant
transfers among levels 1, 2, and 3 during the year. All investments were sold in 2013.

4 Deposits with Broker

The company introduces customer transactions for clearance by another broker-dealer under a
clearing agreement on a fully disclosed basis. The Company is required to maintain a deposit
with its clearing broker.

The Company is obligated for nonperformance by customers it has introduced to the clearing
broker. The Company actively monitors its exposure under this obligation by requesting
substantiation of its customers’ activities from the clearing broker on a daily basis. No such
nonperformance by a customer, based on refusal or inability to fulfill its obligations occurred

in 2018.

5) Net Capital Requirements

The company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1). Under this rule, the Company is required to maintain “net capital”
equivalent to $5,000 or 6 2/3% of “aggregate indebtedness”, whichever is greater, as these
terms are defined.

Net capital and aggregate indebtedness change from day to day, but at December 31, 2018, the
Company had net capital and net capital requirements of $34,604 and $6,844, respectively.
The net capital rule may effectively restrict the payment of cash dividends.

6) Commitments

The Company leased its office facilities under a lease that expired in April 2017. The Firm is
on a month to month lease. For the year ended December 31, 2018, rent expense was $56,171

for linois.

The Company leases office facilities under this non-cancellable lease agreement which
provides for future minimum rents as follows:

Year Ended December 31, Minimum Rent
2018 -0-
Total $ -0-

There are two five-year extension options available to the Company on the same rent

bl b e AL 228 L2k wrnna Vannn



FOREST SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

(6a) Contingent Commitments

The Firm has been named in 2 Customer arbitrations regarding an ex-broker and 1 Arbitration
regarding a current broker. The firm’s Legal representation believes these nuisance suits to
be frivolous, however the cost to defend them may affect the firm as a going concern. The
parent Company [the sole shareholder of the Broker Dealer] reimbursed $45,000 in legal fees
during 2018.

(7)  New Accounting Standards Mandated

Revenue from Contracts with Customers

Revenues from contracts with customers includes commission income and
fees from investment banking and asset management services. The
recognition and measurement of revenue is based on the assessment of
individual contract terms. Significant judgment is required to determine
whether performance obligations are satisfied at a point in time or over time;
how to allocate transaction prices where multiple performance obligations are
identified; when to recognize revenue based on the appropriate measure of
the Company’s progress under the contract; and whether constraints on
variable consideration should be applied due to uncertain future events.

Commissions

Brokerage commissions. The Company buys and sells securities on behalf of
its customers. Each time a customer enters into a buy or sell transaction, the
Company charges a commission. Commissions and related clearing expenses
are recorded on the trade date (the date that the Company fills the trade order
by finding and contracting with a counterparty and confirms the trade with
the customer). The Company believes that the performance obligation is
satisfied on the trade date because that is when the underlying financial
instrument or purchaser is identified, the pricing is agreed upon and the risks
and rewards of ownership have been transferred to/from the customer.

) Subsequent Events

In accordance with the provisions set forth in FASB ASC Topic 855, Subsequent Events,
management has evaluated subsequent events through February 28, 2019, the date the
financial statements were available for issuance. Management has determined that there are no
material events that would require adjustment to or disclosure in the Company’s financial
statements.



FOREST SECURITIES, INC.
EXEMPTION REPORT

DECEMBER 31, 2018




BRADFORD R. DOOLEY & ASSOCIATES
Accountants and Auditors
209 WEST JACKSON BLVD - SUITE 404
CHICAGO, ILLINOIS 60606

Member
AMERICAN INSTITUTE OF OFFICE FAX
CERTIFIED PUBLIC ACCOUNTANTS (312) 939-0477 (312) 939-8739

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
of Forest Securities, Inc.

We have reviewed management's statements, included in the accompanying exemption report, in which (1) Forest
Securities, Inc. (the "Company”) identified the following provisions of 17 C.F.R. §15¢3-3(k) under which the
Company claimed an exemption from 17 C.F.R. §240.15¢3-3: (2)(ii) (the “exemption provisions”) and (2) The
Company stated that the Company met the identified exemption provisions throughout the most recent fiscal year
without exception. The Company’s management is responsible for compliance with the exemption provisions and
its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight Board
(United States) and, accordingly, included inquiries and other required procedures to obtain evidence about the
Company’s compliance with the exemption provisions. A review is substantially less in scope than an examination,
the objective of which is the expression of an opinion on management's statements. Accordingly, we do not express
such an opinion.

Based on our review, we are not aware of any material modifications that should be made to management's
statements referred to above for them to be fairly stated, in all material respects, based on the provisions set forth
in paragraph (k)(2)(ii) of Rule 15¢3-3 under the Securities Exchange Act of 1934.

AR

Bradford R. Dooley ociates

Chicago, Hlinois
February 28, 2019



STATEMENT OF EXEMPTION
| FOR THE YEAR ENDED DECEMBER 31, 2018

! Exemption Report

Forest Securities, In;c. (the “Company™) is a registered broker-dealer subject to Rule 17a-5
promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, “Reports to
be made by certain br;okers and dealers”). This Exemption Report was prepared as required by
17 CF.R. § 240.17a-5(d)(1) and (4). To the best of its knowledge and belief, the Company states
the following; 5

(1) The Company cla:imed an exemption from 17 CF.R. § 240.15¢3-3 under the following
provisions of 17 CFR § 240.15¢3-3 (k) (2) ii

(2) The Company mét the identified exemption provisions in 17 C.F.R. § 240.15¢3-3 @i
throughout the most recent fiscal year without exception,

Forest Securities, Inc.

I, Nicholas T Avello, swear (or affirm) that, to my best knowledge and belief, this Exemption
Report is true and correct.

By: 4/M.¢M 7 w

i
¢

Title: CFO

February 28, 2019



