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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: OFFICIAL USE ONLY

L & M Securities Company, Inc.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM I.D. NO.

969 Main Street, Suite 206
(No. and Street)

Walpale MA 02081
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Robert Auditore (603) 668-4200
(Area Code ~ Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Medaglia & Co., Tnc
(Name - if individual, state last, first, middie name)

26 East Pearl Street Nashua NH 03060
{Address) (City) (State) (Zip Code)

CHECK ONE:

& Certified Public Accountant Pﬂ@ CESSED

[J Public Accountant

O Accountant not resident in United States or any of its possessions. (‘ JAN 05 ZUUS
FOR OFFICIAL USE ONLY V IHOMSON
EINANGHAL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)
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OATH OR AFFIRMATION
1, Robert Auditore , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
I. & M Securities Company, Inc , as
of October 31, ,20 04 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

b A

Ak

Signature

Treasurer

_ Title
/oy

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

&l (a) Facing Page.

&) (b) Statement of Financial Condition.

& (c¢) Statement of Income (Loss).

&l (d) Statement of Changes in Financial Condition. :
BJ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
[J (b Statement of Changes in Liabilities Subordinated to Claims of Creditors. :
k! (g) Computation of Net Capital.

S (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O

&l

&l

a

a

X

otary Public

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(0) Independent Auditors' Report on Internal Control

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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. FINANCIAL STATEMENTS:

g M SECURITIES COMPANY, ' INC.

~ INDEPENDENT ‘AUDITORS' REPORT |
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SUPPLEMENTALiINFORMATION: ‘

: ,SeheduIe YT- Computatlon of Net Capltal Under
: L : _Rule 15¢3-1 of the. Securltles .and
~Exchange Comm1551on

Reserve Requlrements Under Rule 15c3 3
of the. Securltles and Exchange R
'~Comm1551on '

Schedule III_—AInformatlon Relatlng to Posse551on

.- . or Control Requlrements Under Rule
©15¢3-3 of ‘the Securltles and Exchange
'~Comm1551on o ' ' 4

MfSchedulefII"—~Computatlon for Determlnatlon of -T:f

: FINANCIAL STATEMENTS AND SUPPLEMENTAL INFORMATION
CFOR THE YEARS ENDED OCTOBER 31 2004 AND 2003
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.+ INDEPENDENT AUDITOR'S REPORT

'4To the Board of Dlrectors and Stockholders
L& M Securltles Company, Inc L 'tn"u?.‘- . .
L Walpole, MassachusettS'y '»ufj\»*-fs ;‘[ “jgf_guy‘-; L -t;_’

‘ We have audlted the accompanylng statements of flnanc1al condltlon

of L& M Securities Company, Inc. as of’ October 31, 2004 and 2003, and
. ‘the rélated statements of operatlons, changes in stockholders equlty,
'-and ‘cash . flows for - the. years ‘then - ended These financial statements -
are .the respon51blllty of .the: Company S management Our respons1blllty“
. is" to- express an oplnlon on these flnanc1al statements based on our

audlt

e conductedgfour' audlt in . accordance~ w1th generally accepted”‘

"audltlng ‘standards. .. Those- standards require. ‘that’ we plan _and perform
V~'»the audit to obtaln réasonable assurarice about whether the financial
B ';'statements are  free. of materlal - misstatement. - 'An audit includes
' ~... eXamining, .on La test “basis, evidence ~ supportlng the .amounts‘tand"
Adlsclosures in' the .financial" .statements.. -Ah. audit also ‘includes-

assessing the, accountlng pr1nc1ples used and 51gn1f1cant estimates made

jf:byﬂmanagement as well '‘as evaluating the ‘overall financial statement
Z‘presentation‘: We belleve that our. audlt prov1des a reasonable ba51s
‘:for our oplnlon : : S : : o » '

In our oplnlon, the flnanc1al statements referred to above present5

';_"falrly, ln all . materlal respects, the . flnanc1al p051tlon. of .\L & M
 Securities. Company, ‘Inc. .as. of October 31, 2004 and 2003, and the
fvresults of their operatlons ‘and their ‘cash flows for the years: then
*~ended 1n conformlty w1th generally accepted accountlng pr1nc1ples o

Our audlt was' conducted for the purpose of formlng an oplnlon on the;

w‘,fba51c flnanc1al statements ‘taken as.a whole.: The information contained ..
Cooodn Schedules I, II.'and IIT is. presented for purposes of additional
'ianalys1s and. is not ‘a. required part of the’ basic . firiancial stateménts,
~-but - is supplementary information.. requlred By - rule 1l7a- 5 of . the:
‘»Securltles ‘and " Exchange - Commission. | 'Such” information has. been
’1]subjected to the auditing procedures applled 'in the audit of the basic.

financial- statements ‘and, in ‘our: oplnlon,» is' fairly stated in all
materlal respects 1n relatlon to ‘the ba31c flnanc1al statements taken

if2€‘ff;

'PHONE 603 889 4411 * FAX 603 882- 7673 * TOLL FREE 800 833 3693
O E- MAIL * tom@medagllaco com q&
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'*_CURRENT ASSETS

- EQUIPMENT

P

TOTAL ASSETS:

Cash restrlcted fund g

}Other/current'aSSets

'"TOTAL CURRENT ASSETS

Cr

: Offlce equlpment

,'EQuiPMENT;,NET‘gjff1~"‘ |

RS

‘I\ASSETS‘

Cash unrestrlcted A;f e

rrlf"lj:-""'f 'L '& M SECURITIES COMPANY - ‘I ne. T
R STATEMENTS OF FINANCIAL CONDITION
L e OCTOBER 31 2004 AND 2003 |

2604

s 5,740 s
25,000

‘ Marketable securltles, at market o f fvﬂ‘i;o .‘ 2,256
‘Accounts recelvablev; stockholders‘nl "‘afll ‘jd, 35,930

110,528

2003

4,627
25,000

16,727

83,018

79,454

" 47,880

Less accumulated deprec1atlon P”;“SM. S 7,880

147,880
47,880

Sr

s 79,454 s

83,018

’CURRENT LIABILITIES

S

Accounts payable —.tradeg

Accrued corporate taxes l

cVTOTAL'CURRENTALIABILLTIESif:

I STOCKHOLDERS' EQUITY‘

: AAf 200, 000 shares authorlzed

Accumulated def1c1t

.
o

'”fTOTAt’STOCKHOLDERsK EQUITY¢31

- UE N BN I BN B O BE I B I b B b B B EE =
. . - . - . Lo . 5 D N -
S . X . Lot

‘See accomoahying‘hotes

A
.-

1.LIABILITIES'ANDISTocKaOLDERSF‘EQUITYr-

Common stockv~'no par value,‘

A

L fost 32000 s
Accrued payroll and related llabllltles V:‘:f T

3,375 7
403
456

E S S 1-1:

3,656 -

1,000 shares lssued and outstandlng ‘Q‘ : “.' 1 000.
Addltlonal pald in capltal .’ ' : '

214 985

4,234

1,000 -
214,985

.(137 201)-"

(140 187) -

75,798

. TOTAL’ LIABILITIES-AND STOCKHOLDERS' EQUITY . =" s 79,454 S

~78,7841

83,018

\

e

and 1ndependent audltors ’report.

KRt

| 283t'ﬁ'
- 36,381



: »TQTAL'OPERATINGfExPENsEst‘VV; - fﬂﬁ343h7o3 10009 376,752 99

s . Lo . . B R : . . - - . L. .
. . . L . . TS . . Lol .

i

- A e et -
: . . R . . . . . )
. - . A . - . - .

: QREVENUE

A Los M SECURITIES COMPANY INC '1U‘u’}“
Lou.w 77 STATEMENTS - OF OPERATIONS '
] FOR THE YEARS ENDED  OCTOBER 31, 2004 “AND 2003

(
. B

2004 o o003
N ' .. Amount

oo

Amount

oo

oo N

Comm1551ons and

B dealer proflt C. s 340,717.0 -, .100.0 . - 380,071 ' 100.

'gTofAL!REVENUE,Q‘z:”“‘f_.* ... 340,717 100.0. - ' 380,071 - 100.

_:Comm1531ons : "f o J"ll 517 f“'~3;
. ' Salaries- and wagesﬂ,“,,i-f;" J e, 000' i'l_¢
Rent - - R f:guj,“loo 544 .29,
;ﬂDepre01atlon and e o

VU s

”Insurance . o ;'f ..; f‘_51z045_ ‘ ~ 15;
'Massachusetts corporate S ‘ o S

. éxcise R e owse s ol T ase .
Office expenses e e 5\;;80‘962 Co:o23.8 0. 81,462 o 21,
' Payroll taxes.. R “ﬁa 1,691 . 0i5L e T 2,141 w . 0.

. OPERATING EXPENSES O O P T P

’ ‘ .04 63,399 . -1s.
124,000 . 6.3
160,305 - 15.

o amortlzatlon - Vﬁ’i, J'i“i’;‘s.""; aQMof'an7“~'.}‘~”: 606 . 0:1
'(Profe551onal fees"w L ... 74,5000 1.3 0T 7,100 _ L.
0 - v =~ 57,682 .15.

[\

Other operatlng expenses ‘;4 76,988 . 22.6 . - . 79,601, 20

NET (LOSS) INCOME. . ' ' 3. .. (2.986) ' (0.9) s~ - 3,319 0.

- See accompanying noteS‘andjindépeﬁdent'auditois“'report.
R
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o ‘L & M SECURITIES coMPANY, Ich]ﬂ‘*f”“
g 'STATEMENTS .OF CASH.FLOWS .-~ -

FOR THEIYEARS ENDED OCTOBER 31 2004 AND 2003

e

P

: c e 5 2004 2003 .
\»CASH FLOWS FROM OPERATING ACTIVITIES . o . e - o
‘ "Net (loss). income = .- o ?J:‘“ - s §2,986Y‘ﬁ $ 3,319 -
'UAdjustments £o’ reconc1le ‘net. (loSs) lncome R o . Lo
"toe net cash prov1ded (nsed) by operatlng
;act1v1t1es ) LA : : Soerno ol C _ , _
‘ Ieprec1atlon and amortlzatlon o T I o 606
‘”,Change in operatlng assets and llabllltles L s B
Decrease (lncrease) cin: ’; / e s S

‘ Marketable securities iﬂI:‘ﬁgiirl\‘ ,»ﬂljfi ff(1!973) S (138) .
Other ‘currernt “assets: S e 6,19 © o (6,996)
Increase (decrease) ik e Tl T B
'REccounts payable - trade Ll o uﬂg)[=4(175)v ’ L (210).

v,

Iﬁ' Accrued payroll and related llabllltles o403y . (53)

';NETjCASHQPROVIDEDf(USED)}quOEERATINGﬁACTIVITIES iﬁ?fgﬂ‘f’662,°:f, (3,472) ¢

CASH FLOWS FROM FINANCING ACTIVITIES

Advances from stockholders JL”'S;_be ‘j33 lf—jﬂ”; 4s1 7,400
UNET INCREASE IN CASH o *~‘1‘3 A U B R 3,928
CASH  INCLUDING RESTRICTED CASH T A S
_BEGINNING OF YEAR - o s Pl Tl 29,627 25,699

- o \ . I g . R B v . r . ,‘ 4 .
. ~ . . N ST '

x;ngsH; INCLUDING.RESTRIOTED_CASH;:END‘OF YEAR . 5 °.30,740 S 29,637 .-

-

'nSUPPLEMENTAL DISCLOSURES OF CASH FLOW- INFORMATION;;‘-'

',Cash pald durlng the perlod for lnterest B ;35 o - =L

I; See accompanylng notes and 1ndependent audltors report.
R K "—6—W ‘ o
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\Income Taxes f'

L &M SECURITIES COMPANY INC“
"NOTES TO FINANCIAL STATEMENTS
’ {‘OCTQBER__Bl 2004 AND 2003

B SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES If

f Orqanlzatlon

L.& M- Securltles Company, Inc (the Company) was'incorporated;undern
the. laws of the Commonwealth- of Massachusetts on November 1, 1996..' The

‘L’ICompanyl is’ prlmarlly engaged ln brokerage and 1nvestment advisory .-
" services. ; RO : oL

“‘Revenue Recognltlon RS

Customers securltles and commodltles transactlons are recorded on a

_M‘ﬂﬂsettlement date "basis . Wlth related commrssron 1ncome and expenses
" recorded . on - a .trade date “basis. Securltles and ‘commodltles
’:jtransactlons of the Company are recorded on a trade date basis.

‘ :{Use of Estlmates

“The preparatlon of- flnanc1al statements 1n conformlty w1th generally

\'”accepted accountlng pr1nc1ples requlres management to make estlmates
-and assumptions  -that -.affect the- reported amounts of assets .and

llabllltles and dlsclosure of- contlngent assets and liabilities at the

. date of; the financial statements and. the reported ‘amounts of revenues
__xﬁﬁand expenses durlng the reportlng perlod Actual results could dlffer
'IEﬁAfrom those estlmates : -

- AR

»'Egulpment

) Equlpment 1s stated at cost - Major 1mprovements and addltlons are
‘capltallzed Expendltures for nmlntenance ‘and repairs which do not

f;.extend the llfe ‘of the appllcable assets are - charged to. expense as
‘,1ncurred ‘.When items become: fully. deprecrated ‘or are disposed of, the

cost and accumulated deprec1atlon are ellmlnated from the accounts

- Deprecratlon

. Deprec1at1on of- equlpment has been prov1ded for by the use of the,
straight-1line ‘method, to extlngulsh the cost: of the ‘assets over thelr

;_”estlmated useful lives. = DR I

\ 1.

=

"Income taxes vare prov1ded for the tax effect of transactions '’

, ireported 'ih the, financial statements: . There ‘are no materlal tlmlng‘?
ﬁdlfferences between flnanc1al statement and tax reportlng ‘

~}AMarketable Securltles L

:Marketable- securltles“are valued at nmrket “value.-. The»resulting,
dlfference between cost and market 1s 1ncluded 1n 1ncome SR

See 1ndependent audltors répprt;‘
L ‘ . .. - —7— . v' i‘:m.
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o MARKETABLE SECURITIES

~";-‘2004 and 2003:

YL & M SECURITIES COMPANY, INC.
“NOTES TO FINANCIAL STATEMENTS
“OCTOBER 31,2004 AND 2003,

"SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

"gCash and Cash Equlvalents :uf”\

‘For purposes ‘of - the statement of cash flows, the Company‘bonsiders

s{all hlghly llquld debt’ Ainstruments . purchased w1th a maturlty of - three'
-months or. less to be cash equlvalents .

’;CLEARING AGREEMENT AND' RESTRICTED CASH L

.The - Company ‘has - entered .into a one year clearlng agreement with

' ijes1row Financial, ‘Inc. ,' ‘whereby * the -Company’ executes all customer
~trades- through Mesirow. = Net commrssrons earned are credited: to an
vjaccount in. the ‘Company's name at. Mesirow. “The agreement - ‘will be
: Iautomatlcally ‘extended ~for- one- year’ perlods‘ unless. terminated by a
'lthlrty day written notlce by elther party Under. this agreement the‘“_
- Company :'i5 required  to keep '$25;000 on dep051t“ at Me51row \for theff
V”,duratlon of the clearlng agreement ‘ ‘

Marketable securltles consrst of" the. follow1ng -as of October 31,

. ‘ . - QQQE"iC‘:; o 2003
5aMarketable securltles, ati"'(',' e S .
cost" . : S .2,283: 3« 145
”Unreallzed (deprec1atlon) o ' A
" appreciation = .- e e 2emy. 138 .-
. Marketable securities, at.ga T TR S
- market.: value e L T 812,256 s 283 .

A”_NET CAPITAL REQUIREMENTS

In accordance w1th Securltles and Exchange Comm1551on Rule 15c3 1

v"~f\the Company is requlred ‘to. maintain. a minimum net capital of $5,000 and .

a ratio-of - aggregate 1ndebtedness to net capltal (both as. deflned)‘ ofy

no greater than 15 to 1.

At October 31 2004 and 2003 the Company s - net capltal was’ $39 8681d

“.and $42,403 respectlvely ‘and” the aggregate: ‘indebtedhess. to net . capltal

ratlo ‘was. O9 to 1 and lO to l respectlvely

'{INCOME TAXES

The Company has net operatlng losses of approx1mately $55 341 47The

}net operatlng loss carryover w1ll explre between. the. year 2017 and_"

2022

'J:RELATED BARTY TRANSACTIONS

The Company * ‘leases its facrlltles as’ a tenant at will fron1 the

v»stockholders of the Company . The .total amount pald in 2004 and 2003_”
- -was, $lOO 544 and- $6O 305 respectlvely e _ : :

AfThe, Company‘ made unsecured advances' to“ its” Stockholders.'f. The
advances were unsecured and non interest’ bearlng : Balances'due'under

_.this agréement - were $35 930 and $36 381 as of October 31, 2004‘and
| '2003 respectlvely T

See lndependent audltors report
‘ —8- o




"v“ADD:

: L & M SECURITIES COMPANY INC .
SCHEDULE I -- COMPUTATION OF: NET' CAPITAL
oo N UNDER RULE 15c3 1
. OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF OCTOBER 31 2004 AND 2003

.TOTAL OWNERSHIP R ‘,.*1,7g"1 - .. %5 ..75,798 §. .78,784

DEDUCT OWNERSHIP EQUITY NOT . S L ' :
ALLOWABLE FOR NET CAPITAL = S 0 0

. TOTAL OWNERSHIP EQUITY QUALIFIED FOR NET ",yl7f» o o
CUCAPITAL. - - ol oo 075,798 78,784

_)aﬁjULlabllltleS subordlnated to clalms .
" of ‘general credltors allowable ln“:w e o
‘Computatlon of net capltal L] “i;A"5 0 o 0

Io.UfOther (deductlons) or allowable credlts B CI;; 0 ' Q.
FTOTAL CAPITAL AND ALLOWABLE SUBORDINATE o S ‘ .
‘LIABILITIES e ol 5,798 78,784

iDEDUCTIONS AND/OR CHARGES
/Non-allowable assets. - ) N ‘ - :
_Officé equipment . R L 0 ‘ 0

Accounts recelvable:— stockholders . (35,930) ‘ (36,381)‘.>

- Aged fail-to-deliver . ‘ o o0 0
"_‘du Aged short securlty dlfferences R . 0

‘:‘NET CAPITAL BEFORE HAIRCUTS ON SECURITY

. . . . - - ) - - . - . . - .
. ‘ ° . 2 P Tl Bt aoL : Ty . N R . T .

POSITIONS | ,1m~. Sl e ,,lif‘ “;: 39,868 42,403

HAIRCUTS ON SECURITIES (COMPUTED WHERE
APPLICABLE PURSUANT TO RULE. 15C3~- -1 (f))
Tradlng ‘and. 1nvestment securities - stocks o ‘ ‘ o
and warrants PR S St w0 D

i

PfNET CAPITAL 5'~l‘“ T ...t s 39,868 $ 42,403

See accompanylng notes and 1ndependent audltors - report
ST AR —9— '




jAGGREGATE INDEBTEDNESS

s

oL s M SECURITIES COMPANY INC
SCHEDULE I —= COMPUTATION OF NET CAPITAL
: : . UNDER RULE-15¢3-1.
OF THE SECURITIES AND EXCHANGE' COMMISSION
T AS OF. OCTOBER 31, 2004 AND 2003

‘Items . 1ncluded in statement of
flnaHC1al condltlon

' Accounts payable - trade‘f EVT" s '3,200 $

ttAccrued payroll and related llabllltles

3,375
403
456

. Accrued corporate taxes o o - 456

‘fTOTAL AGGREGATE INDEBTEDNESS ~rE_jf"»;¥0a . 5 3,356 _s

4,234

-GGCOMPUTATION OF BASIC NET CAPITAL REQUIREMENT

5,000

JMlnlmum net capltal requlred U -‘~$:"'5'OOO S

37,403

TExcess net capltal _' 7f;‘?ﬁ'-.’, Lo ; 34,868

..Excess net capltal at 1, OOOO(‘.-” S . s 39,502 8

41,980

"*ERatlo of aggregate 1ndebtedness

10 to 1

to net capltal R o ‘_:‘. ’ " .09 to 1

-10-

See accompanylng notes and 1ndependent audltors' report.
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’ o o , L & M SECURITIES COMPANY INC : ‘ o
SCHEDULE II‘— COMPUTATION FOR DETERMINATION: OF RESERVE REQUIREMENTS-
- RS UNDER .RULE 15¢3-3 .
OF THE SECURITIES AND. EXCHANGE COMMISSION
AS OF OCTOBER 31 2004 AND 2003

CREDIT BALANCES 1IN CUSTOMERS' SECURITY ACCOUNTS ,$7jx' S 0°s 0

‘-_“'CUSTOMERS SECURITIES FAILED 10 RECEIVE T L P « MR

.‘TOTAL CREDITS !_;E;,» ;"“‘- R T AR

. 'DEBIT BALANCES IN CUSTOMERS' CASH ACCOUNTS - e |
‘ (net of 1% dlscount) C a.:-} SR ’:.‘fv[v“v'_‘ 0 N 0

'*UCUSTOMERS,SECURITIES_FAILED'TOUDELIVER. L R

* TOTAL DEBITS = e 0 0

"fCREDITs OVER DEBITS - ijifs*;:_sf ‘U.' Lo o

RESERVE REQUIRED (105° Of credlts over deblts) . 0. | 0

?,AMOUNT HELD ON DEPOSIT oN RESERVE BANK ACCOUNTS .0 0 $ Q@

‘See accompanylng notes and 1ndependent audltors report.
‘ . —11— ‘ ; :




o L s M SECURITIES. CoMPaNY,: INC. L
SCHEDULE III -- INFORMATION RELATING TO POSSESSION OR -
v - CONTROL REQUIREMENTS
» “UNDER RULE 15c¢3-<3 .. .
- OF. THE 'SECURITIES AND EXCHANGE. COMMISSION
- AS. OF OCTOBER 31, 2004 AND 2003

A

I Customers fully' pald securltles and_~ S
‘ '-eXCGSS margin securities not in ‘the ' )
respondent S posse551on or. control as. |
A _0f .. the report .date (for whlchr
'.w‘instructlons to reduce to posse581on
-or control had been issued as of the. .-
‘[report’ date) . ‘but . for o whlch -the
ﬂrequired,jactiony,WaS not taken - by"
- respondent . within the .time  frames = FEE '
- 'specified under rule 15¢3-3 - 0 8 None $ None

-a. Number of items - - T o7 ios . 0 0

2. Customers" fully paid Securltles and’

' excess margln :securitiés . for - which Sl

_instructions to reduce. to possession. = S S
or control had ot been issued as.of & - ‘ ' o
the " report. date,.,excludlng‘ items -

qarisingt‘froml'"temporaryzilags “which'

i.result - o from'r"normal . business .|

_‘operatlons"v permltted under -rule o : R :
15¢3- 3 " o T o s o8- None $ None

~ “

‘a.‘*Numbertof_itéméﬂ“‘_g e s L 0s 0

. LR . PR . L. . . . . . - N o . P
e . . P - . L L., . - - TR . 5 N . B 4

See accompanylng notes and 1ndependent audltors report,
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'MEDAGLIA & CO., INC.

Certlfled Publlc Accountants]

A 26 EAST "PEARL STREET - -
e e T NASHUA NEW HAMPSHIRE 03060- 3459 oo

uTo the Board of Dlrectors and Stockholders.f{‘
CLE ™ Securltles Company,,Inc s
' Walpole, Massachusetts a

T,’

. In plannlng and performlng our. audlt of the - flnanc1al statements of‘

~3L &M Securltles Company, Inc.: (the Company) for the year ended October
.31, 2004° and-. 2003, cons1dered its “internal - ¢control structure,
.\:1nclud1ng procedures for safeguardlng securltles,\ln order to.determine
- our auditing- procedures for the purpose of- ‘expressing our ‘opinion on
if.the financial statements .and- not to provrde assurance on the 1nternal
[;control structure '_f.-,: :\ o L o :

Also,'as requlred by Rule l7a5(g)(1) of'the‘Securities and- EXchange.;

~‘Comm1ss1on (the -Commission),. we made  a study " of.the practices, and
*procedures followed by the Company 1ncludlng tésts of such practices.
.~ and procedures - that we. con51dered relevant to . the objectlves ‘stated 1n'
. Rule 17a- S(g) R T LS Co

e

,_‘* In - maklng “ the perlodlc computatlons of ' aggregate'l’
‘_ylndebtedness (or aggregate deblts) -and net capltal under Rule
"u_l7a 3( )(ll) and the reserve requlred by Rule 15c3 3(e).

"\* In maklng the quarterly securltles examlnatlons, counts,
veérifications - and : comparlson, ’ and the ‘ recordatlon‘ of -
dlfferences regulred by Rule l7a 13 - '

ok In complylng w1th the requlrements for prompt payment for'
ybfsecurltles under Sectlon 8 of *Regulation 'T-of - the Board of:
';Governors of the Federal Reserve System ‘ : :

T In, obtalnlng and malntalnlng physrcal possess1on or
VCOntrol (as requlred by -Rule 15¢3-30),  of customers fully

~ paid .and excess margln securltles of customers as requlred by - -

"MRule 15¢3-3. o P RE - S : ’

The management of the Company is respon51ble for establlshlng andf

‘ fmalntalnlng ~internal’ control .structure" and the practices and o
.procedures’ referred to: in the precedlng paragraph In fulfilling this -

responsibility, estimates and judgements by management are required to:

. 'assess the ‘expected beneflts and - related costs- of -internal. control

structure pollc1es -and - procedures and ‘of the- practices and procedures:

“freferred to in the proceedlng paragraph and to assess whether those =
- practlces and procedures ‘can .be - expected to. achleve -the Commrssron s .
" above-mentioned - objectlves - Two' of "the objectlves of an internal
. control: . structure and. the practlces 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;.

"¢unauthorlzed use. or . dlSpOSltlon,_and that transactions are executed in

“laccordance with management s authorization and ‘recorded properly to
. permit preparatlon of flnanc1al sStatements in 'accordance with generally
I‘accepted accountlng pr1nc1ples . Rule . . 17a- 5(g) lists. additional
c objectlves of . the practlces and procedures llsted in’ the precedlng-

paragraph

PHONE 603- 889 4411 * FAX 603- 882 -7673 * TOLL FREE 800 833 3693
- E- MAIL * tom@medagllaco com
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Because of 1nherent llmltatlons in’ any 1nternal control structure or

_the - practlces f'and “procedures referred ‘ to above, errors Tor
'lrregularltles may occur and not be detected.. “Also, projection of .any
: *evaluatlon of them 'to future perlods is subject ‘to the risk that they
Comay:” ‘become 1nadequate because ., of changes in conditions - or that: the‘
. effectlveness of. their, des1gn and operatlon may deterlorate

‘5\Ou5”7con51deratlon of the 1nternal control structure would not

;g7necessarlly disclose all. matters in the 1nternal control structure that
- might Dbe’ materlal weaknessesntunder standards established by the
- ‘American- Instltute ‘of. ‘Certified: -Public Accountants " A .material
f_Weakness is a condltlon in. whlch the de51gn Reta operatlon of the
specific, 1nternal control structure elements does not . reduce to a
- relatively 1ow level the’” rlsk that errors of: 1rregular1t1es in amounts
;. that- would be materlal in ‘relation to the- flnanc1al statements ‘being-
. audited may oc¢ur’ and " not' -be detected- within.- a tlmely period- by
" employees in the normal course of: performlng ‘their . -assigned functlons:
 However,. we noted no matters 1nvolv1ng the 1nternal control structure,
including procedures . for - safeguardlng securltles, that we conSLder to
< be materlal weaknesses as- deflned above ' : ‘ - -

‘

We understand. that practlces and procedures that accompllsh the

. objectlves referred to ‘in the second “paragraph - of this report are ' -

considered by  the Comm1s31on ‘to be adequate :for its purposes. in-

" “accordarice. with  'the SecurltleS' Exchange Act -of 1934 and related
_regulatlons,’and that- practlces and procedures that do not . accomplish-
- such objectlves in all material . .respects indicate a materlal inadequacy

.. . for such purposes - Based on: thls understandlng and -on our study, we
"believe. that the Company S practlces and- procedures were adequate at
vOctober 31 2004 to meet the Comm1551on S ob]ectlves ‘ -

ThlS report ,is 1ntended solely for the -1nformatlon and use ofl

A 'management the' Securltles“and "Exchange Comm1ss1on,]~the Natlonal
','ASSOC1atlon of - Securltles Dealers,,and other regulatory agencies that
‘rely on Rule -17a-5(g) under ‘the, Securltles Exchange. Act of 1934 .in. .
" their regulatlon of: reglstered brokers and dealers,-and should not be
-"used for any other purpose ‘ T X SV ‘ o

thMedaglla & Co Inc ’d
'rNashua,,New Hampshlre;;‘f“w;‘ﬂ A
“‘December 8 ZOoéifi‘»’r*'. <‘j~,;g;7“{5




