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OATH OR AFFIRMATION

;, Glenn Cutler : , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Cutler Securities, Inc. . as

of December 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:

)\/k/» e/

Signature

PRESIN T

Title
yz % | &a CARLOS RICARDO
7= |

T Notary Public, State of Florida
} My comm. expires Dec. 20, 2008
No. DD 380826

This report ** contains (check all applicable boxes):
& (a) Facing Page.

& (b) Sratement of Financial Condition.

© (c) Statement of Income (Loss).

4] (d) Statement of Changes in Financial Condition.
& (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
& (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

&l (g) Computation of Net Capital.

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

©

Py

(W]

©

d

a

X

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

(J) 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 Reconcihation 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) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Independent auditor's report on internal accounting control.
**For conditions of confidential treatment of certain portions of this filing, see section 240. 17a S(e)(3).
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January 21, 2005

INDEPENDENT AUDITORS' REPORT

Board of Directors and Stockholder
Cutler Secunties, Inc.

We have audited the accompanying statement of financial condition of Cutler Secunties, Inc, (an S
corporation) as of December 31, 2004 and the related statements of income/(loss), changes in stockholder’s
equity, and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of the Company's management.
Our responsibihity is to express an opinion on these financial statements 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 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 statements referred to above present fairly, in all matenal respects, the financial
position of Cutler Securities, Inc. as of December 31, 2004, and the results of 1ts operations and its cash
flows for the year then ended in conformity with accounting principles generally accepted in the United

States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules I, II, IIl and TV 1s presented for purposes of additional
analysis and is not a required 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 1n all material respects 1n relation to the basic financial statements taken as a whole.

W@W ,%w@&f&ﬂg\
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CUTLER SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2004

ASSETS

Cash

Receivable from clearing broker
Deposit with clearing broker
Prepaid expenses

Deposits

TOTAL ASSETS

LIABILITIES AND STOCKHOLDER’S EQUITY

LIABILITIES
Accounts payable and accrued expenses
STOCKHOLDER’S EQUITY
Common stock, par value $.02 per share;
100,000 shares authorized, 520 shares
1ssued and outstanding
Additional paid-in capital
Retained eamings

Total Stockholder®s Equity

TOTAL LIABILITIES AND STOCKHOLDER’S EQUITY

The accompanying notes are an integral
part of these financial statements.
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$580,361
60,093
100,000
679
3,700

3744833

10
723

507.604
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729.337
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CUTLER SECURITIES, INC.
STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2004

REVENUES

Commissions
Trading profits

Total Revenues
EXPENSES
Brokerage and clearing
Quotations, research and regulatory fees
General and administrative
Rent
Telephone
Total Expenses
Income From Operations
OTHER INCOME

Interest income

NET INCOME

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

onfll

30,171
94,666
200,369
8,560
6,223

_ 6,143

$169.285

GOLDSTEIN, ZUEMAN,
WEINSTEIN & POGLE, LLC

Certified Public Accountants and Consultants




CUTLER SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2004

Additional
Common Paid-In Retained
tock Capital Eamings Total
Balances ~ January 1, 2004 $10 $200,888 $572,217 §773,115
Net income , 169,285 169,285
Contributions from stockholder 20,835 20,835

(233,898) (233.898)
5221,723 $ 507,604 $ 729337

Distributions to stockholder

BALANCES - DECEMBER 31, 2004

E

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

A BB GOLOSTEIN, ZUGMAN,
i A WEINSTEIN & POOLE, LLC
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CUTLER SECURITIES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income S 169,285
Adjustments to reconcile net income to
net cash provided by operating activities:

Decrease in prepaid expenses 2,410
Increase in receivable from clearing broker (50,566)
Decrease in deposits 25
Increase in accounts pavable and accrued expenses 1.708
Total Adjustments (46.423)
NET CASH PROVIDED BY OPERATING ACTIVITIES 122,862
CASH FLOWS FROM FINANCING ACTIVITIES
Contributions from stockholder 20,835
Distributions to stockholder (233.898)
NET CASH USED IN FINANCING ACTIVITIES (213.063)
NET DECREASE IN CASH (90,201)
CASH - January 1, 2004 670,562
CASH — December 31, 2004 $ 580,361

The accompanying notes are an integral
part of these financial statements.
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CUTLER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

NOTE 1 - NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Cutler Secunties, Inc. (the "Company") 1s a general securities broker/dealer registered in
Flonda. The Company is a fully disclosed introducing discount broker/dealer.

Revenue Recognition

Revenue is derived from trades introduced to the clearing broker, who completes the
transactions with the customers and subsequently remits a commussion to the Company. Also,
the Company derives revenue from proprietary trades. Income trom securities transactions and
related expenses are recorded on the settlement date.

Income Taxes

The Company, with the consent of its stockholder, has elected under the Internal Revenue
Code, to be an S Corporation. In lieu of corporation income taxes, the stockholders of an S
Corporation are taxed on their proportionate share of the company's taxable income. Therefore,
no provision or liability for federal income taxes has been included in these financial
statements.

Estimates

The preparation of financial statements in conformuty with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and habilities and disclosures of contingent assets and lLiabilities 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.

NOTE 2- NET CAPITAL REQUIREMENT

The Company, as a registered broker/dealer in securities, 1s subject to the Securities and
Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1), which requires that the
Company maintain "Net Capital” equal to the greater of $100,000 or 6 2/3% of "Aggregate
Indebtedness", as defined. At December 31, 2004, the Company's "Net Capital” was $713,689
and "Required Net Capital" was $100,000. The ratio of aggregate indebtedness to net capital
should not exceed 15 to 1. At December 31, 2004, the Company's ratio was .02 to 1.

~J
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CUTLER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

NOTE 3- CLEARING ARRANGEMENTS

The Company clears on a fully-disclosed basis through First Southwest Company. Pursuant to
the clearing agreement, the Company is required to maintain a certain minimum capital with the
clearing broker dealer in the form of cash. The level is agreed upon from time to time based on
the nature of the clearing activities. As of December 31, 2004, the aggregate required level
under the clearing agreement was $100,000.

NOTE4- COMMITMENTS

The Company has entered into agreements to lease automobiles. The future minimum lease
payments under these non-cancellable agreements will be $7,239 for the year 2005. The leases
terminate in 2005,

NOTE 5- CONCENTRATION OF CREDIT RISK

Financial instruments that potentially subject the Company to concentrations of credit risk
consist principally of cash investments and receivables from the clearing broker.

The Company maintains a cash balance in a financial institution located in Miami, Flornda. The
balance 1s insured by the Federal Deposit Insurance Corporation up to $100,000. At December
31, 2004, the Company had no uninsured cash balances in {inancial institutions.

The Company maintains a $100,000 deposit and a cash balance of $563,474 in a firm deposit
account with its clearing broker. These amounts are not insured by the Federal Deposit
Insurance Corporation.

FE GOLOSTEIN, ZUGMAN,
235l WEINSTEIN & POOLE, LLE
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SUPPLEMENTARY INFORMATION
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CUTLER SECURITIES, IN
SCHEDULE 1
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2004

NET CAPITAL
Total stockholder’s equity qualified for net capital $729,337
Allowable liabilities subordinated to claims of general creditors 0
Total Equity Capital and Allowable Subordinated Liabilities 729.337

DEDUCTIONS AND/OR CHARGES
Non-allowable assets:

Prepaid expenses 679

Deposits 3.700

Total Non-Allowable Assets From Financial Statements 4379

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES POSITION 724 958

HAIRCUTS ON SECURITIES 11,269

NET CAPITAL 713,689
COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS:

Minimum dollar net capital requirement of reporting broker or dealer 100,000
EXCESS NET CAPITAL $613,689
AGGREGATE INDEBTEDNESS:

Accounts payable and accrued expenses 3 15496
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 02101

RECONCILIATION WITH COMPANY'S COMPUTATION
(INCLUDED IN PART II OF FORM X-17A-5 AS OF DECEMBER 31, 2004):

Net capital, as reported in Company’s Part II (unaudited) FOCUS report £709,519

Aggregate of auditor adjustments 4,102

Non-allowable assets 68

NET CAPITAL PER ABOVE $713,689
-10 -
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CUTLER SECURITIES, INC,
SCHEDULE [I
STATEMENT PURSUANT TO RULE 17a-5(d)(2) OF THE
SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2004

The Company had no liability subordinated to claims of general creditors as of January 1, 2004. [n addition,
there were none 1 existence during the year ended December 31, 2004 and, accordingly, there are no
changes to report.

- 11 -
[ GOLDSTEIN, ZUGMAN,
ELLL WEINSTEIN & PODLE, LLC
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CUTLER SECURITIES, INC.
SCHEDULE Il
STATEMENT PURSUANT TO INFORMATION RELATING TO THE
POSSESSION AND CONTROL REQUIREMENTS UNDER RULE 15¢3-3
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2004

Cutler Secunties, Inc. 1s exempt from Rule 15¢3-3 under (k)(2)(i1) because all customer transactions are
cleared through another broker/dealer on a fully disclosed basis. During the year, the Company did not hoid
customers' funds or securities. Cutler Securities, Inc. was in compliance with the conditions of exemption.

; EEB GOLOSTEIN, ZUGMAN,
Bt WEINSTEIN & POOLE, LLE
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CUTLER SECURITIES, INC.
SCHEDULE IV
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2004

As of December 31, 2004, Cutler Securities, Inc. had no credit items that would result in a reserve
requirement.

EB GOLOSTEIN, ZUGMAN,
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January 21, 2005

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5 FOR A BROKER - DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

Board of Directors and Stockholder
Cutler Securities, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of Cutler
Securities, Inc. (an S corporation) for the year ended December 31, 2004, we considered its internal control,
including control activities for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing owr opinion on the financial statements and not to provide assurance on internal

control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “Commission™), we
have made a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by the Company 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
the procedures for determining complance with the exemptive provisions of Rule 15¢3-3.  We did not
review the practices and procedures followed by the Company in making the quarterly securities
examinations, counts, verifications and comparisons, and the recordation of differences required by Rule
17a-13 or in complying with the requirements for prompt payment for securities under Section & of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System, because the Company does
not carry security accounts for customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining 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 internal
control policies and procedures 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 Commission'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 accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding

paragraph.

-4 -
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Cutler Securnities, Inc.
January 21, 2005
Page Two

Because of inherent limitations in internal control or the practices and procedures referred to above, errors
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 the 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 1s a condition in which the design or operation of the specific internal
control component does not reduce to a relatively low level the nsk that errors 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 emplovees in the normal course of performing their assigned functions. However, we
noted no matters involving internal control, including procedures for safeguarding securities, that we
consider 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 Commission 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 that the Company's practices and procedures were
adequate at December 31, 2004 to meet the Commussion's objectives.

This report 1s intended solely for the use of the Board of Directors, management, the Securities and
Exchange Commission and the National Association of Securities Dealers and other regulatory agencies
which 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 shall not be used by anyone other than those specified

parties.
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