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Together as One. Farkouh, Furman & Faccio  
is a member of the Alliott Global Alliance  
of independent professional firms.     

 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 

To the Member 
of Brownstone Investment Group, LLC: 

Opinion on the Financial Statement 

 We have audited the accompanying statement of financial condition of Brownstone Investment 
Group, LLC as of December 31, 2021, and the related notes (collectively referred to as the “financial 
statement”). In our opinion, the financial statement presents fairly, in all material respects, the financial 
position of Brownstone Investment Group, LLC as of December 31, 2021 in conformity with accounting 
principles generally accepted in the United States of America. 

Basis for Opinion 

This financial statement is the responsibility of Brownstone Investment Group, LLC’s 
management. Our responsibility is to express an opinion on Brownstone Investment Group, LLC’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 
Brownstone Investment Group, LLC 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. 

 

 

         CERTIFIED PUBLIC ACCOUNTANTS  

 

We have served as Brownstone Investment Group, LLC’s auditor since 2007. 

New York, New York 
February 28, 2022 
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BROWNSTONE INVESTMENT GROUP, LLC

STATEMENT OF FINANCIAL CONDITION
AS AT DECEMBER 31, 2021

ASSETS

Cash and cash equivalents .................................................................................................... 1,901,332$        
Securities owned, at fair value................................................................................................ 119,965,695
Due from broker...................................................................................................................... 23,338,588
Interest receivable................................................................................................................... 1,101,226
Furniture, fixtures, software and equipment (less $1,473,858 of depreciation)...................... 54,106
Leasehold improvements (less $813,539 of amortization)..................................................... -                    
Prepaid expenses................................................................................................................... 240,993
Security deposits..................................................................................................................... 472,966
Other assets............................................................................................................................ 7,023,689

         Total assets…………………………………………………………………………………… 154,098,595$    

LIABILITIES AND MEMBER'S EQUITY 

Securities sold short, at fair value........................................................................................... 73,934,527$      
Due to broker.......................................................................................................................... 28,419,020
Interest payable on securities sold short................................................................................. 154,694
Accounts payable and accrued expenses.............................................................................. 16,769,564        

         Total liabilities…………………………………………………………………………………… 119,277,805

Member's equity...................................................................................................................... 34,820,790

         Total liabilities and member's equity………………………………………………………… 154,098,595$    

The notes to statement of financial condition
are made a part hereof.
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BROWNSTONE INVESTMENT GROUP, LLC 

 
NOTES TO STATEMENT OF FINANCIAL CONDITION 

 
AS AT DECEMBER 31, 2021 

 
 
ORGANIZATION AND NATURE OF BUSINESS: 
 
 Brownstone Investment Group, LLC (the “Company”) is organized under the laws of the State of 
New York.  The Company is registered as a broker-dealer in securities with the Securities and Exchange 
Commission (“SEC”) and Municipal Securities Rulemaking Board (“MSRB”) and is also a member of 
Financial Industry Regulatory Authority, Inc. (“FINRA”) and the New York Stock Exchange (“NYSE”).  The 
Company operates primarily to engage in fixed income securities transactions for its own account. Revenue 
is derived principally from trading profits executed for the Company’s own account. 
  
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
 
 METHOD OF ACCOUNTING - The accompanying financial statements have been prepared on the 
accrual basis of accounting.  The accrual basis of accounting recognizes revenues in the accounting period 
in which revenues are earned regardless of when cash is received, and recognizes expenses in the 
accounting period in which expenses are incurred regardless of when cash is disbursed. 
 
 MANAGEMENT’S USE OF ESTIMATES AND ASSUMPTIONS – The preparation of financial 
statements in accordance 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 disclosures of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reported period.  Actual results could differ from 
those estimates. 
 
 REVENUE RECOGNITION - Securities transactions and the related revenue are recorded on a 
trade date basis, which is the day the transaction is executed.   
 
 CASH AND CASH EQUIVALENTS – Cash equivalents consist of highly liquid investments with 
original maturities of three months or less. 
 

SECURITIES – Securities owned and securities sold short are recorded on trade date and are 
valued at fair value in accordance with FASB ASC 820 as described below. Realized and unrealized gains 
and losses from securities traded in the normal course of business and applicable interest and dividends 
are reflected in net gain from principal transactions on the statement of income.   

 
FURNITURE, FIXTURES, SOFTWARE, EQUIPMENT AND DEPRECIATION - Furniture, fixtures, 

software and equipment are recorded at cost.  Depreciation for financial accounting purposes is computed 
on the straight-line method over their estimated useful lives of 3 to 7 years. 
 

LEASEHOLD IMPROVEMENTS AND AMORTIZATION - Leasehold improvements are recorded 
at cost. Amortization is computed over the life of the lease including the renewable option years. 
 

INCOME TAXES – The Company is a single member limited liability company and was structured 
as a disregarded entity for U.S. Federal, state and local income tax purposes. Accordingly, no provision for 
income taxes is made in these financial statements. 
 
 
 
 
(Continued) 
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BROWNSTONE INVESTMENT GROUP, LLC 
 

NOTES TO STATEMENT OF FINANCIAL CONDITION 
 

AS AT DECEMBER 31, 2021 
   
MARKETABLE SECURITIES MEASURED AT FAIR VALUE ON A RECURRING BASIS: 
 

The Company uses FASB ASC 820, Fair Value Measurements and Disclosures, for fair value 
measurements and disclosures.  FASB ASC 820 defines fair value and establishes a framework for 
measuring fair value.  It also expands the disclosure about the use of fair value to measure assets and 
liabilities.  

 
The Company has categorized its financial instruments, based on priority of inputs to the valuation 

technique, into a three-level fair value hierarchy.  The fair value gives the highest priority to quoted prices 
in active markets for identical assets or liabilities (level 1), then to quoted prices for similar assets or liabilities 
and other observable inputs (level 2) and the lowest priority to unobservable inputs (level 3).  If the inputs 
used to measure financial instruments fall within different levels of the hierarchy, the categorization is based 
on the lowest level input that is significant to the fair value measurement of the instrument.  
 

Securities owned and securities sold short are measured at fair value on a recurring basis.  At 
December 31, 2021, the amounts consist of: 

 

Securities Owned    
Description Level 1 Level 2 Total 

Corporate bonds  $8,303,657   $664,641   $8,968,298  

Equity securities  5,042,552   33,005   5,075,557  

Municipal bonds 
 

 80,420,567   80,420,567  

MBS/Government Agency  24,205,712  
 

 24,205,712  

Mortgage-backed 
 

 1,295,561   1,295,561  

Total Securities Owned  $37,551,921   $82,413,774   $119,965,695  

    

Securities Sold Short    
Description Level 1   
Corporate bonds  $    1,660,459    
U.S. Treasury      46,556,640    
MBS/Government Agency 25,717,428    
Total Securities Sold Short  $  73,934,527    
    

Level 2 values reference to quoted market prices and other observable inputs.  Other observable 
inputs are inputs that reflect assumptions that market participants would use in pricing the asset based on 
market data obtained from sources independent of the reporting entity.  Level 3 values reference 
performance measures of comparable marketable assets. 
 
SECURITIES SOLD SHORT:  
 

The Company has sold securities short that it does not currently own and will therefore be obligated 
to purchase such securities at a future date. The Company has recorded these obligations in the financial 
statements at December 31, 2021 at fair value, and will incur a loss if the fair value of the securities 
increases subsequent to December 31, 2021. The Company monitors its positions continuously to reduce 
the risk of potential loss due to changes in the fair value. 
  
(Continued)    
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BROWNSTONE INVESTMENT GROUP, LLC 
 

NOTES TO STATEMENT OF FINANCIAL CONDITION 
 

AS AT DECEMBER 31, 2021 
 

 
LEASES AND OCCUPANCY:  
 
  In 2018, the Company entered into a lease agreement for office space through May 30, 2021. In 
2021, a new lease was signed with a commencement date of June 1, 2021 and an expiration date of May 
31, 2032.  Included in security deposits on the statement of financial condition is $459,491 for this lease.  
Rent expense on this office space in 2021 was $320,070.  The minimum lease payments for the following 
five years and thereafter are: 
  
Year ending December 31,   Sublease 

2022...............................................            760,907  
2023...............................................            760,907  
2024...............................................            760,907  
2025...............................................            760,907  
2026...............................................            697,498 
Thereafter......................................         4,072,460  
Total...............................................  $   7,813,586  

 
In 2020, the Company entered into a membership agreement for office space through July 31, 

2021. In 2021, a new agreement was signed with a commencement date of August 1, 2021 and an 
expiration date of January 31, 2022. Included in security deposits on the statement of financial condition is 
$1,575 attributable to this lease.  Rent expense on this office space for 2021 was $8,979. The minimum 
lease payment for 2022 is $747. 

 
In 2020, the Company entered into a membership agreement for office space which expired on 

July 31, 2021. Rent expense on this office for 2021 was $9,250. 
 
The Company entered into a membership agreement for office space with a commencement date 

of June 1, 2021 and an expiration date of May 31, 2022. Included in security deposits on the statement of 
financial condition is $1,900 attributable to this lease.  Rent expense on this office space for 2021 was 
$13,300. The minimum lease payment for 2022 is $9,500. 

 
Rent expense for all office leases and occupancy commitments for 2021 is $351,599 
 
In February 2016, FASB issued ASU 2016-02, Leases (FASB 842), which took effect for years 

beginning after December 31, 2018, FASB 842 requires the recognition of right of use assets and lease 
liabilities for those leases classified as operating leases. The Company has elected to treat leases 12 
months or less as operating leases similar to FASB 840 accounting requirements. 

 
On January 1, 2021, the Company right of use assets were $273,814 and operating lease liabilities 

were $273,814. During 2021 the Company has made $273,814 of operating lease liability payments. In 
2021, the Company entered into a new lease, and has made a total of $51,281 of operating lease liability 
payments. As of December 31, 2021, right of use assets totaled $7,013,689, which is included in Other 
Assets on the statement of Financial Condition and operating lease liabilities totaled $7,013,689 which is 
included in Accounts Payable and Accrued Expenses on the Statement of Financial Condition. This has no 
impact to the Company’s net capital as the right of use assets is allowable to the extent of the lease 
liabilities. 
 
 
 
 (Continued)  
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BROWNSTONE INVESTMENT GROUP, LLC 
 

NOTES TO STATEMENT OF FINANCIAL CONDITION 
 

AS AT DECEMBER 31, 2021 
 
CONCENTRATION OF CREDIT RISK: 
 

At December 31, 2021, virtually all the securities reflected in the statement of financial condition 
are positions held with two domestic brokers.  The clearing and depository operations for the Company’s 
security transactions are provided by such brokers.  At December 31, 2021, due to broker and due from 
broker in the statement of financial condition represents the Company's net purchases of securities and 
cash collateral for its short positions.  During the course of the year ended December 31, 2021, the bank 
balances on occasion were in excess of the FDIC insurance limit.  
 
 
NET CAPITAL REQUIREMENTS: 
 
 The Company is subject to the Securities and Exchange Commission 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 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, 2021, the Company had net capital of 
$23,613,424 which was $22,952,719 in excess of its required net capital of $660,705.  The Company’s net 
capital ratio was .42 to 1 at December 31, 2021. 
 
 
RETIREMENT PLAN: 
 

The Company has a 401(k) profit sharing plan for all eligible employees.  Contributions to the plan 
are made at the discretion of the employees and the Company. For the year ended December 31, 2020, 
the Company did not accrue a profit sharing plan contribution. 
 
 
FURNITURE, FIXTURES, SOFTWARE AND EQUIPMENT: 
 
 The Company’s furniture, fixtures, software and equipment at December 31, 2021 consist of the 
following: 
 
        Equipment…………………………….. $    1,294,319 
  Software………………………………..       53,100 
                          Furniture and fixtures…………………          175,781 
                          Artwork………………………………….             4,764 
  Total…………………………………….       1,527,964 
 
  Less accumulated depreciation……...     (1,473,858)    
 
               $        54,106 
 

Depreciation expense amounted to $40,317 for the year ended December 31, 2021. 
 
 
SUBSEQUENT EVENTS: 
 
The date to which events occurring after December 31, 2021, the date of the most recent statement of 
financial condition, have been evaluated for possible adjustment to the financial statements or disclosure 
is February 28, 2022, which is the date on which the financial statements were available to be issued.  
Capital withdrawals subsequent to December 31, 2021 and to the date of this report were $5,700,000 
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