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SAGE SECURITIES CORP.

FINANCIAL STATEMENTS AND REPORT OF
INDEPENDENT AUDITORS

YEAR ENDED DECEMBER 31, 2004



l Nusssaum YATES & WoLrow, P.C.

l Certified Public Accountants 445 BROAD HOLLOW ROAD, MELVILLE, NY 11747

(631) 845-5252 FAX (631) 845-5279

Report of Independent Auditors

To the Officer and Director of
Sage Securities Corp.
Great Neck, New York

We have audited the accompanying statement of financial condition of Sage Securities Corp. (the
“Company”) as of December 31, 2004, that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934. This financial statement is the responsibility of the Company's
management. Our responsibility is to express an opinion on this financial statement based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the Unites
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 financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects,
the financial position of Sage Securities Corp. at December 31, 2004 in conformity with
accounting principles generally accepted in the United States of America.

gl Uflss Wt -

NUSSBAUM YATES & WOLPOW, P.C.
Melville, New York
February 14, 2005



SAGE SECURITIES CORP.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2004

ASSETS
Cash and cash equivalents $ 41,392
Due from clearing broker 133,713
Other 2,803
$ 177.908
LIABILITIES AND STOCKHOLDER’S EQUITY
Liabilities, accounts payable and accrued expenses $ 26,015
Stockholder’s equity:
Common stock, no par, authorized, 200 shares,
issued and outstanding 1 share -
Additional paid-in capital 898,710
Deficit (746,817)
Total stockholder’s equity 151,893
$ 177908

See notes to financial statements.
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SAGE SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2004

Nature of Business and Significant Accounting Policies

Nature of Business

Sage Securities Corp. (the “Company”) is a broker-dealer registered with the Securities and
Exchange Commission (“SEC") and is a member of the National Association of Securities
Dealers, Inc. The Company engages in the business of acting as a securities dealer for fixed
income and other securities. The Company is an introducing broker, and accordingly, does
not carry securities accounts for customers or perform custodial functions relating to
customer securities and, accordingly, is exempt from SEC rule 15¢3-3 pursuant to paragraph
(k)(2)(ii). All securities transactions are cleared through a clearing broker on a fully disclosed
basis. The Company’s customers are primarily related parties.

Securities Transactions and Commissions

Securities transactions and commission revenue and expenses are recorded on the trade
date basis. The clearing and depository operations for the Company’s and customers’
securities transactions are provided by the broker pursuant to a clearance agreement.
Income Taxes

The Company has elected "S" Corporation treatment for both Federal and State income tax
purposes. As such, the Company's stockholder is taxed, individually, on the Company's
earnings. Accordingly, there is no provision for Federal income taxes, but the Company
remains subject to certain New York State taxes.

Cash Equivalents

For purposes of the financial statements, the Company has defined cash equivalents to
include money market funds maintained with banks and broker.
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SAGE SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2004

Nature of Business and Significant Accounting Policies {(Continued)

Significant Accounting Policies (Continued)
Use of Estimates

In preparing financial statements in conformity with generally accepted accounting principles,
management is required to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the 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.

Financial Instruments

Fair Value of Financial Instruments

The financial instruments of the Company are reported in the statement of financial condition
at market or fair values, or at carrying amounts that approximate fair values.

Financial Instruments with Off-Balance Sheet Credit Risk

As a securities broker, the Company may engage in buying and selling securities on behalf of
its customers. These activiies may expose the Company to balance-sheet-credit risk
associated with non-performance by the Company’s clearing broker or customers in fulfiling
their contractual obligations pursuant to securities transactions and the Company’s ability to
liquidate the collateral at an amount equal to the original contracted amount. The agreement
between the Company and its clearing broker provides that the Company is obligated to
assume any exposure related to such non-performance by its customers. The Company
seeks to control the aforementioned risks by requiring customers to maintain margin
collateral in compliance with various regulatory requirements and the clearing broker’s
internal guidelines. The Company monitors its customer activity by reviewing information it
receives from its clearing broker, and requiring customers to deposit additional collateral, or
reduce positions when necessary as determined by the clearing broker.



~ SCHEDULE |
SAGE SECURITIES CORP.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2004

Financial Instruments (Continued)

Concentrations of Credit Risk

As of December 31, 2004, the Company had a substantial portion of its assets held by its clearing
broker. Also, the Company may engage in various trading and brokerage activities with its clearing
broker. In the event the clearing broker does not fulfill its obligations, the Company may be
exposed to risk.

Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), 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. At December 31, 2004, the Company had net
capital of $149,090, which was $49,090 in excess of its required net capital of $100,000. The
Company’s net capital ratio was .17 to 1.




