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| Halpern & Associates, LLC
— Certified Public Accountants and Consultants
143 Weston Road « Weston, CT 06883 ¢ (2031227 0313 » FAX (203]226-6909 * Infs@Halpernassoc.cam
INDEPENDENT AUDITORS' REPORT
To the Member of

J & D Securities, LLC.

We have audited the accompanying statement of financial condition of J & D
Securities, LLC (the “Company”), as of December 31, 2004. 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 United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether this financial statement is 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 J & D Securities, LLC as of December 31, 2004, in
conformity with accounting principles generally accepted in the United States of
America.

Weston, Connecticut
February 2, 2005




J & D SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2004

ASSETS

Cash and cash equivalents
Receivable from brokers
Memberships in exchanges:
Contributed for the use of the Company,
at market value
Computer equipment, at cost net of accumulated
depreciation of $718
Other assets

TOTAL ASSETS

LIABILITIES AND MEMBER'S EQUITY

LIABILITIES
Accrued expenses and other liabilities

Exchange memberships:
Contributed for the use of the Company,
at market value
TOTAL LIABILITIES
SUBORDINATED LIABILITIES AND MEMBER'S EQUITY
Liability subordinated to claims of
general creditors
TOTAL MEMBER'S EQUITY
TOTAL SUBORDINATED LIABILITIES AND MEMBER'S EQUITY

TOTAL LIABILITIES AND MEMBER'S EQUITY

The accompanying notes are an integral part of this statement.

$ 650,779
86,580

1,050,000
1,816

172,171

$ 1,961,346

$ 113,846

1,050,000

1,163,846

500,000

297,500

797,500

$ 1,961,346




J & D SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION

FOR THE YEAR ENDED DECEMBER 31, 2004

1. NOTES ON SIGNIFICANT BUSINESS ACTIVITIES

J & D Securities, LLC (the “Company”) was approved to do public customer
business as a broker-dealer registered with the Securities and Exchange Commission on
July 10, 1998. In this capacity, it conducts business as a broker on the floor of the New
York Stock Exchange. Execution of transactions for non-member organizations by
means of a direct phone access system can also be conducted by the Company.

In the normal course of its business, the Company enters into financial trans-
actions where the risk of potential loss due to changes in market (market risk) or failure
of the other party to the transaction to perform (credit risk) exceeds the amounts
recorded for the transaction.

The Company's policy is to continuously monitor its exposure to market and
counterparty risk through the use of a variety of financial, position and credit exposure
reporting and control procedures. In addition, the Company has a policy of reviewing the
credit standing of each broker-dealer, clearing organization, customer, and/or other
counterparty with which it conducts business.

The clearing and depository operations for the Company's transactions are
performed by its clearing broker, LaBranche Financial Services, Inc. (“LaBranche”),
pursuant to the clearance agreement. At December 31, 2004, the receivable from
brokers and dealers reflected on the statement of financial condition included $1,163
due from LaBranche, which was substantially in cash.

2. SIGNIFICANT ACCOUNTING POLICIES

The Company records securities transactions and related revenues and expenses
on a trade date basis.

Security transactions and financing with LaBranche are classified as operating
activities on the statement of cash flows since this is the Company's principal business.

The Company maintains its books and records on an accrual basis in accordance
with accounting principles generally accepted in the United States of America, which
requires the use of estimates by management. Actual results could differ from these
estimates.

Depreciation of furniture and equipment is provided for using straight-line and
accelerated methods over the estimated useful lives of the related property.




J & D SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

FOR THE YEAR ENDED DECEMBER 31, 2004

3. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include $99,988 being held in money market funds.

4. LIABILITY SUBORDINATED TO THE CLAIMS OF GENERAL CREDITORS

The liability subordinated to the claims of general creditors consists of a
subordinated loan agreement of $500,000, which pays interest at the prime rate (4
percent on December 31, 2003) plus 2 percent per annum. The loan matures on
October 30, 2004, and includes a provision for automatic renewal.

The subordinated liability has been contributed under an agreement pursuant to
the rules and regulations of the New York Stock Exchange and the Securities and
Exchange Commission.

The subordinated loan agreement can be withdrawn by the lender only at the
stated maturity date or may be prepaid under limited circumstances. Any subordinated
debt can be repaid only if, after giving effect to such repayment, the Company meets net
capital requirements governing withdrawal of subordinated debt.

5. PROVISION FOR INCOME TAXES

The Company is recognized as a Limited Liability Company (an "LLC") by the
Internal Revenue Service. As an LLC, the Company is not subject to income taxes. The
Company's income or loss is reportable by its member on his individual tax return. The
Company is however, subject to New York City unincorporated business tax, which is
reflected in the financial statements.

6. RULE 15C3-3

The Company is exempt from the provisions of Rule 15¢3-3 under paragraph
(k)(2)(B) in that the Company carries no customer accounts.

7. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission's Net Capitai
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 $621,513, which exceeded
the minimum requirement of $7,590 by $613,923. The Company's ratio of aggregate
indebtedness to net capital was .18 to 1.




