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OATH OR AFFIRMATION

1, John Kuhns swear (or affirm) that, to the -
best of my knowledge and belief the accompanying financial statement and suppomng schedules pertaining to the ﬁrm of

Kuhns Brotheis Securities Corporation .

as of

., are true and correct. I further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or dlrector has any proprietary interest in any account classn‘ned soley as that of"
a customer, except as follows

December 31, 2001

" o ;Q Ag ' ‘ - Title
|2y A @Al ) - o ‘ ‘ :
DIANE T. BOYAN

NOTARY PUBLIC

MY COMMISSION EXPIRES MAR. 31, 2003

This report** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condmon

(c) Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Eqmty or Partners’ or Sole Propnetor s Capltal

(f) Statement of Changes in Liabilities Subordmated to Clauns of Credltors

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Reqmrements Pursuant to Rule 15c3-3

() Information Relating to the Possession or control Requirements Under Rule 15¢3-3. , '

() A Reconciliation, including appropriate explanation, of the Computatton of Net Capital Under Rule 15¢3-1 and the -

Computation for Determination of the Reserve Requirements Under Exhibit A of Ruje 15¢3-3.

(k) A Reconciliation between the audlted and unaudited Statements of Financial Condmon with respect to methods of con-
solidation.

(1) An Oath or Affirmation.
{m)A copy of the SIPC Supplemental Report. :
{n) A report describing any material inadequacies found to exist or found to have exlsted since the date of the previous audit.

DoR O ammauaaaaa

**For conditions of confidential treatment of ‘certain portions of this filing, see section 240.17a-5(e)(3).
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STEPHEN J. SUSSMAN
Bt Pl Aecintant

12 PARMENTER ROAD ‘ ' LONDONDERRY. NH 03053 TEL. (603) 4371910
’ FAX (603) 437-3676

Independent Audit()r’s Report

To the Board of Directors of
- Kuhns Brothers Securities Corporatlon
Stamford, CT

We have audited the accompanying statement of financial condition of Kuhns Brothers Securities
Corporation (the Company) as of December 31, 2001, and the related statements of income, -
changes in stockholders’ equity, and cash flows for the year then ended that you are: ﬁhng pursuant
to rule 17a-5 of the Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company s management. Our responsibility is to express an oplmon on these
financial statements based on our audlt

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 ﬁnan01a1 statement‘
presentatlon ‘We believe that our audit provides a reasonable ba51s for our oplmon

In our opinion, the ﬁnancial statements referred to above present fairly,v in all material respects, the -
financial position of Kuhns Brothers Securities Corporation as of December 31,.2001, and the
results of their operations and their cash flows for the year then ended in conform1ty with
accountlng prlnc:lples generally -accepted i in the United States of America.

Our audit was conducted for the purpose of formmg an opinion on the basic financial statements

_taken as a whole. The information contained in Schedules I and II.is presented for purposes of
additional analysis and is-not a requlred 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.

?LL.Q

Stephen J. Sussman, PLLC
Certified Public Accountant
Londonderry, New Hampshire -
February 20, 2002




KUHNS BROTHERS SECURITIES CORPORATION

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2001
ASSETS
Cash and cash equi\}alents L ' | $ 6,685
Receivable from broker-dealer , o 3,338
Deposit with clearing organization ‘ ' , 25,017
-Due from officer o e | 14,226
‘Prepaid expenses \ , : - 28,000
Deferred tax asset- - . : 23,800
Equ1pment at cost less accumulated deprec1at1on of $335 . 3,019
Total assets : o - $ 104,085

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities: ,‘ |
Accounts payable 3 6,909

Stockholders equity
 Common stock, $.01 par Value author1zed 100 shares

100 issued and outstanding \ < o $ 1
Additional paid-in capital | o - 181,499
Retained earnings (deficit) . A (84,324)
Total stockholders' equity - - $ 97176
Total liabilities and stockholders' equity - ‘ $ 104,085

The accompanying notes are an integral part of these financial statements.




KUHNS BROTHERS SECURITIES CORPORATION
STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2001

- Revenues:
Commission income - o $ 3,963
- Interest income - g - , 1,434
Total re\‘/enue"’ | ‘ I 5,397
Expenses: _ , ;
~ Communications - - ‘ ‘ - .. 4,023
Occupancy . - o 2,835
Regulatory and professional fees L . 27,650
Other expenses | o - 14,153
Total expehses o 4 ‘ . 48,661
Income (loss) before income taxes - (43,264).
Benefit from income taxes S o (9,800)
“Net income (loss) , - o $ (33,464)

The accompanying notes are an integral part of these financial statements.




KUHNS BROTHERS SECURITIES CORPORATION

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31,2001

 Balance at January 1, 2001
Additional paid in capital

Net income (loss)

Balancé‘at December 31, 2001

The accompanying notes are an integral part of these financial statements.

| ~Additional Retained '
- Common ‘Paid In - Earnings
Stock Capital (Deficit) - Total
$ 1 $ 112,499 $ (50,860) $ 61,640
i 69,000 i 69,000
- - - (33,464) (33,464)
$ 1 $ 181,499 $ (84,324) $ 97,176




KUHNS BROTHERS SECURITIES CORPORATION
STATEMENT OF CASH FLOWS

' FOR THE YEAR ENDED DECEMBER 31, 2001

Cash flows from operating activities:
Net income (loss) a . o $ (33,464)
Adjustments to reconcile net income
to net cash used in operating actlvmes ‘ : : o
Deferred taxes beneﬁt _ . ‘ , (9,800)

Deprec1at10n ‘ , ‘ . o , 335
(Increase) decrease in operatlng assets: ’
Increase in due from broker-dealer , - (3,338)
* Increase in deposit with clearing organization » L (25,017) -
Non- cash interest income, due from ofﬁcer ; _ (li,054)~ \
* Increase in prepaid assets N S L (2,000)
Increase in accounts payable . o o ‘ 6,909
Net cash used by operating activities : $ (67,429)

Cash flows from investing aetivities:

Acquisition of equipment ' - § (3359
Cash flows from financing 'a.cti“y‘ities: ,
Repayment of due from officer B , A v - 3,000
Addmonal paid in capital = : : 69,000
Net cash provided-from ﬁnancmg act1v1t1es , o 72,000
Net increase incash = _ 3 1,217
Cash at beginning of the-year e ‘ o 5,468
~ Cashatend of the year o I 8 6685

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
‘Cash paid during the year for: S
Interest payments o | . $ -
Income tax payments S , : $ -
* Non-cash financing activities ‘

Interest income on due from officer was earned by increasing ‘
receivable balance ‘ _ $ 1,053

Disclosure of accounting policy:
For purposes of the statement of cash flows, the Company considers all highly 11qu1d debt
_instruments purchased with a maturity of three months or less to be cash equivalents.

The accompanying notes are an integral part of these financial statements.




KUHNS BROTHERS SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31,2001

" NOTE 1- SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Busmess
The Company was incorporated under the laws of the State of Connectlcut on March 15, 1999. It
serves as a Broker Dealer selhng securities in private placements and corporate debt. '

Revenue And Expenses ' / - ‘
Commission revenue and related expenses are recogmzed on the accrual basis usmg the trade date
.method

Use of Estlmates : ,

The preparation. of financial statements in conformlty with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities as of 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.-

Property and Equipment

Property and equipment are recorded at cost. The cost of maintenance and repalrs are charged to
expense as incurred. - Major improvements .to property and equipment .are capitalized.
Depreciation is computed using the straight-line method over the estlmated useful lives of the
assets. Deprec1atron expense for 2001 was $335. ‘

- NOTE2- NET CAPITAL

'_As a broker-dealer, the Company is subject to the Securities and Exchange Commission’s (SEC)
‘regulations and operating guidelines, that require the Company to maintain a specified amount of
" net capital, as defined, and a ratio of aggregate indebtedness -to net capital, as defined, not
exceeding 15 to 1. The Company’s net capital, as computed under 15c3-1, was $28,131 at
December 31, 2001, which exceeded required net capital of $5,000 by $23,131. The ratio of
aggregate indebtedness to net capital at December 31, 2001 was 24.6%. '

' NOTE3- INCOME TAXES

The deferred portion of the income tax expense included in the statement of operations as
determined in accordance with FASB Statement 109, Accounting for Income Taxes, are as
follows:

Federal ’ $ (5,800)
State (4,000)

Total deferred tax benefit $ (9.800)




KUHNS BROTHERS SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)

DECEMBER 31, 2001

As of December 31, 2001 the Company had a total federal net operating loss of $100,588. A net
operating loss carry forward of $34,895 was from 1999, $24,915 from 2000 and $40,778 from
2001.  These net operating losses can be carried forward for 20 years to offset any future
. earnings. ' ’ : S ‘ ‘ ‘

There exist differences in timing of revenue and expense items between Generally Accepted '
Accounting Principles, the Internal Revenue Code, and the CT Tax code. Deferred i income taxes
 summarizes these differences at the balance sheet date.

NOTE 4- CONCENTRATION OF CREDIT RISK |

The Company is engaged in various trading and brokerage activities with counterparties. In the
- event counterparties do not fulfill their obligations, the Company may be exposed to risk. The
risk of default depends on the credit worthiness of the counterparty or issuer of the instrument. It
is the Company’s policy to review, as necessary, the credit standing of each counterparty with
which it conducts business. :

NOTES5- RELATED PARTY TRANSACTIONS |

The shareholder of the-Company has been advanced money from the ‘Co’rporation Interest was
“accrued at 8% for 2001 for a total of $1,054. The ending balance due from the shareholder was
$14, 226 at December 31, 2001. _

NOTE 6- LEASE COMMITTMENTS

Approx1mate future minimum lease payments of all non- cancelable operatmg leases for the next
three years is as follows

2002 $79,500

2003 79,500 .
2004 53,000

$212,000




KUHNS BROTHERS SECURITIES CORPORATION
| SUPPLEMENTARY SCHEDULES

'FOR THE YEAR ENDED DECEMBER 31,2001




KUHNS BROTHERS SECURITIES CORPORATION
SCHEDULE I

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL
PURSUANT TO RULE 15¢3-1

DECEMBER 31,2001
Total Oanrship equity from statemenf of financial condition . % 97,176
Total nonallowable ass¢ts from statemént of financial conditipn | - (69,045)
Net gapifal bgfore haircuts on securities pdsitions o - 'v $ 28,131
‘ Haircufs on seéurities | | x - | , - - -
Net capital | ‘, | | | | | | : “ $ 28,13 1

Aggregate indebtedness:

Total AL liabi}ities from‘statemer.ltbof financial cohdition 09_
Total aggregate indébtg:dness $ 6,‘9‘09
Pércentage of éggr'egate jndebtcdness to net capital : | A B 24.6%
Computation of iaasic net capital require’tﬁent: o | |
~ Minimum net capital required (6-2/3% of A.I) | ) 3 4?1
, ‘Minimum dollar net ;:apital requiremeI;t of reporting brpker or dealer $ 5,600
“Net capital requiremeﬁt -‘ | : , o - ,‘ $ , 5,000
Excess nét cap.ital’ o : . - . $ 23,131

Excess net capital at 1000% | S $ 27,440




KUHNS BROTHERS SECURITIES CORPORATION

RECONCILIATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

(X-17A-5)
AT DECEMBER 31, 2001

SCHEDULE I (CONTINUED)

FOCUS
REPORT -
PART IIA

QUARTER ENDED

12/31/01 ADJUSTMENTS
COMPUTATION OF NET CAPITAL
Total ownership equity from

statement of ﬁnancial condition ~ § 57,390 $ 39,786

Deductions and/or charges:
Total nonallowable assets
from statement of financial :
condiion . $ 20050 $ 48,995
Haircuts on securities ‘ - -

. Total deductions $ 20,050  $ 48,995

ANNUAL
"~ FINANCIAL
STATEMENTS
- AT
12/31/01
$ 97,176
$ . 69,045
$ 169,045
$ 28131

Net capital : . $ 37,340 - $  (9,209)




- SCHEDULE II
KUHNS BROTHERS SECURITIES CORPORATION

COMPUTATION FOR DETERMINATION OF
RESERVE REQUIREMENTS FOR BROKER/DEALER UNDER
RULE 15¢3-3 OF THE SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31,2001

Kuhns Brothers Securities Corporation is exempt from the reserve requirements of Rule 15¢3-3 as
its transactions are limited, such that they do not handle customer funds or securities, accordingly,

" the computation for determination of reserve requirements pursuant to Rule 15¢3-3 and
information relating to the possession or control requirement pursuant to Rule 15¢3-3 are not
applicable. : ‘ ‘




STEPHEN J. SUSSMAN
Gt Pty ALlvvurdons

12 PARMENTER ROAD . LONDONDERRY. NH 03053 ‘ TEL. (603)437-1910
FAX (603) 437-3676

Independent Auditor’s Report on Internal
Control Structure Required by SEC Rule 17a-5

Board of Dlrectors ‘
Kuhns Brothers Secuntles Corporatlon

In planning and performing our audit of the financial statements and supplemental schedules of
Kuhns Brothers Securities Corporation (the Company), for the year ended December 31, 2001, we
considered its internal ‘control, including control activities for safeguarding securities, in order to
determme our auditing procedures for the purpose of expressing our opmlon on the financial
statements and not to provide assurance on the mternal 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 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 followmg

1. Making quarterly securities eXaminations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the. requirements of 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 ma1nta1n1ng 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 of 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 preparation of financial statements
in conformity with general accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.
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.

Our consideration of 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 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 internal control,
including control activities for safeguardrng securities, that we con51der to be material weaknesses
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 the
- Company’s practices and procedures were adequate at December 31, 2001 to meet the SEC’s
objectives. :

This report is intended solely for the information and use of the Board of Directors, management
the Securities and Exchange Commission, The National Association of Securities Dealers, Inc. -
-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 and should not
‘be used by anyone other than these: specified parties. :

?L(_L

Stephen J. Sussman, PLLC
Certified Public Accountant
Londonderry, New Hampshire
February 20, 2002 |

STEPHEN J. SUSSMAN
Cortsfood Pobltly Alcountant




