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OATH OR AFFIRMATION

1, JOSHUA MELTZER , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
SENTINEL SECURITIES, INC. as

of DECEMBER 31 , 20 04 , are true and correct. [ 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:

= _Z
‘ Slg@un//
PRESIDENT

Title

J Notary Pubfic //////07

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c¢) Statement of Income (Loss).

(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.

(g) Computation of Net Capital.

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

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

(1) 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.

NEOUORENEEE

o 0o

**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
M@%W

12 PARMENTER ROAD' . ’ LONDONDERRY NH 03053 : : TEL. (603) 437-1910
o ' FAX (603)437-3676

- Independent Auditor’s Repor_t- B

* To the Board of Directors of -
Sentinel Securities, Inc. -
, ‘Wakeﬁeld, MA |

" We have audited. the accompanymg statement of financial condition of Sentmel Secuntles Inc (the
Company) as of December 31, 2004 and.the related statements of income, changes in stockholders’
equity, changes. in liabilities subordlnated to claims of general credrtors and cash flows for the
period July 1, 2004 to December 31, 2004 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 respon51b111ty is to express an opnnon on these ﬁnanc1a1 statements

‘ based on our audlt : . :

- We conducted our audlt in accordance thh audltlng 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
, presentatlon We beheve that- our audlt prov1des a reasonable ba515 for our opmlon

In our op1mon the ﬁnanc1a1 statements referred to above present faxrly, in all material respects, the
- financial position of Sentinél Securities, Inc. as of December 31, 2004, and the results of their

operations and their cash flows for the perlod July 1, 2004 to December 31, 2004 in confonmty ‘

w1th accountmg pr1n01ples generally accepted in the Umted States of America. S '

Our- audlt was conducted for the purpose of forrmng an oplmon on the basic ﬁnancral statements
- taken as a whole. The information contained in Schedules I, II, III, and IV, is 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 in all matenal respects in relation to the
basw ﬁnan01al statements take a whole '

‘ ﬁ | P l\Lc,
,{_/1/'\/\/\/\)\_
' ‘StephenJ Sussman, PLLC ‘ ’ -
Certified Public Accountant

. Londonderry, New Hampshlre
February 25, 2005




: SENTINEL SECURITIES INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2004

| ASSETS‘ .

¥

ACashandcashequwalents o P L _J$ 259106

’ iRecelvable from broker dealers and clearrng orgamzatlons o I " j25 078
.Recelvable fromnoncustomers S R B o . 30,000 e

" Prepaid expenses S 6,000
"';Depos1ts with clearing orgamzatlons R R SR 50,000
. Furniture and equipment at cost, less, E S

» accumulated deprec1at1on of$5 119 o - R 113,452

TotalAssets S »J R ' '_"7..;,‘.;: . R $_V 383,636 )

L LTABH';"IT[ES‘ AND STOCKHOLDERS’ EQUITY .

: ;Accounts payable accrued expenses and other l1ab111t1es . $ 42,495 .

, _‘-Incometaxespayable FT L A s LT 33947

Deferred taxes payable S IR L4201
',Subordmated loans." % RS 100,000 © .

o ,Tota,lLiabihﬁe’s; S sees

Stockholders Equlty C o S
“Common stock, no par value shares authonzed_j. o

120,000; 2,966 issued: and outstandmg shares . : _ o D 20,000 S
Retamedemmgs e 182993 ¢

- Total Stockholders Equlty '_ o _’ - = N 202,99-3,1_‘_

Iotal StockholdefS’ EqUity.and.Liahiliries"'..A‘;_" o 8383636

- The accompanying notes are an integral part of thése financial statements. -




SENTINEL SECURITIES, INC.
~ STATEMENT OF INCOME

~ FOR THE PERIOD JULY 1, 2004 TO DECEMBER 31,2004 =

. ,Reyennes': f

| :Cor'nrnis‘sions' ‘_":,___l - L e - $ ‘6“0-5_;622
‘Feeincome ~ .. T 52,206 .

o Interestanddmdends S S 2526

660354,

_-;Exp‘_enses:“ o

Employee compensatmn and beneﬁts AR o ) R 42‘7,363.‘

Comrmssmns floor brokerage exchange and clearance fees : N : 5;1‘:,44'0;

Other expenses . 91,480

570283 .
. ’_IncoxneBefore IncomeTaxes o : | o 90,071
- ‘Provision for Income Taxes -+ . o . . 39957

Netlncome .o ool 00850114

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




SENTINEL SECURITIES INC
- STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

' FOR THE PERIOD JULY 1 2004 TO DECEMBER 31 2004

' Common =~ Retaimed . .
" .Stock ' Earnings ~ __ Total

. BalanceatTuly1,2004  $ 20,000 ,$ 132 879 "152,;87:9

 Netloome . 50114”;7*‘} 50114

Bélgnce"at Decémbe_r 31,2004 ~§:20,000 $”"182’993 $ 202,993

" The atcompanying notes are an integral part of these financial ‘stétements.‘




P S SENTINEL SECURITIES INC:
STATEMENT OF CHANGES IN SUBORD]NATED BORROWINGS
FOR THE PERIOD JULY 1 2004 TO DECEMBER 31 2004

- vSﬁbOrdmated‘bo’rr‘dWing:s-at_J’ufly:_l,.ZO'Oﬁf" s 100,000

: Increases ‘ _ ‘ _
' Issua.nce of subordmatednotes o R

- S,libo'rdiﬁatéd b‘o_rfoviffmgsﬂat D'ece;"rnbe'r 31, 2004 o $ . ‘iO0,000 o |

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



e SENTINEL SECURITIES INC
STATEMENT OF CASH FLOWS

FOR THE PERIOD JULY 1 2004 TO DECEMBER 31 2004

‘Cash ﬂows from operatmg actrvmes
. Neti mcome e :
AdJustments to reconcﬂe net'income . l»
© . tonet cash provided by operatmg act1v1t1es .

g Deprec1atron T R 1‘ S o S $ : 1,4.29‘"

"DeferredTaxes e o ' o 715 \
L (Increase) decrease in operatmg assets ‘ 'v / o o - R
Decrease mrecervable from: broker dealers - . " L R -14,720
Tricrease in receivable. from noncustomers - B T (30,000)
Decreasemprepard expenses Sl g R 448
Increase (decrease)moperatmg Labilites: -~ . o h o |
} I_ncrease n accounts payable accrued expenses - '_ S 11,759
Increasemmcome taxes payable .' o - - 15,144

| 'Total adJustrnents ‘] L

- Net cash provrded by operatmg act1v1t1es

_ Cash ﬂows from mvestmg act1v1t1es
‘ None

' Cash ﬂows from ﬁnancmg act1v1t1es
None ' .

‘;'Net mcrease in cash

o :'Cash at July 1, 2004

3 Cash at December 31, 2004

co SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

. ‘Cash pard dunng the year for ‘
' Interest payments B

Income tax payments o

' D1sclosure of accountmg pohcy

' For purposes of the statement of cash flows, the Company consrders all hlghly hquld debt
' mstruments purchased with a maturity of three months or less to be cash equivalents. o

.. The aceompanyin;g notes are an integral part of these ﬁnancialr statements.

8§ 50,114

14215

64329

643200
104777

© §2s59106°

©'$ 24,098



SENTINEL SECURITIES INC
NOTES TO F]NAN CIAL STATEMENTS

- DECEMBER 31 2004

L NO.TE‘*I- SIGNIFICANT ACCOUNTING POLICIES

: Orgamzatlon and Nature of Busmess o . o :
‘The Company was mcorporated on February 1, 2000. It serves as a broker/dealer n securities.
, Related comnnss1on revenue and expenses are recorded ona settlement date basis." ’

Use of Estlmates '

The- preparatlon ‘of financial statements n confonmty w1th generally accepted accountmg B ‘
principles in the -United States 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 durmg the reportmg period. Actual results could_ -
- C dlffer from: those estnnates : . :

) 'Allowance for Bad Debts .

.~ The Company considers accounts rece1vable to be fully collectlble accordmgly, no allowance for
'-doubtful accounts 1s requ1red R e _
- Intanggble

The Company has adopted the prov1s1ons of SFAS No.’ 142 Goodwzll and Other Intangrble Assets E
 and therefore expensed the orgamzatlon costs for ﬁnanc1a1 statement purposes For 1ncome tax
purposes these costs w1ll be amortrzed over 5 years ' -

'leed Assets' S . » Sl
‘Furniture and equ1pment are belng depremated ‘using the strarght hne method over the1r estunated o
© - useful. lives, rangmg from five to seven years: - For the penod ended December 31 2004 3
B .'deprec1at1on expense was $1 429 B ’ . /

NOTE z- NET CAPITAL
: As a broker dealer the Company is subJect to’ the Secuntres and Exchange Comrmssron s

E '_rregulatrons and operatmg guidelines, ‘which require the Company to maintain a specified amount
- of net capital as defined, and a ratio ‘of aggregate indebtedness to net capital ‘as denved not

L :exceedmg 15 to 1. The Company s.net capital as computed under 15¢3-1, was $243,152at

- December 31, "2004, which exceeded required net capital of $5, 376 by $237 776 The ratlo of ,‘ o
‘ ,'aggregate mdebtedness to net capltal at December 31 2004 was 33 2%. . o




SENTINEL SECURITIES ]NC
NOTES TO FINANCIAL STATEMENTS (Contmued)-

DECEMBER 31 2004

NOTE3- TAXES‘I'ONTNC‘OME
- Taxes on 1ncome con51st of the followmg

5:‘_ Fede_ral‘ Lo ‘_‘~ SS-tate"’ ‘- . Total] o

Cument 5 .32646  § 6596 . $ 39, 2
Defered 155 (0 75

$ 3;;401- o s’ 7_6,55@‘ s 39 ,251‘;_'

o Deferred income taxes arise from temporary drfferences resultmg from income and expense 1tems" '
o 'reported for financial accountmg and tax purposes in différent periods. 'Deferred tax assets are .
L’ recorded to -reflect deductlble temporary differences.and operating loss carryforwards wh11e
E deferred tax 11ab1ht1es are recorded to reﬂect taxable temporary d1fferences : : N

NOTE 4 SUBORDINATEDLOANS STOCKHOLDERS

o The stockholders agreed to subordmate the nght to recelve pr1n01pal and mterest to the pnor".

. payment or provision for payment in full agalnst all clalms of all present and future creditors of . -

B the:«Company. The pnnmpal '$100,000, is due.in full with interest at 8% per annum in July 2006.

" - The subordmated borrowmgs are available in computmg net capltal under the SEC’s-uniform net -

. .caprtal rule. " To the éxtent that such borrowmgs are: requlred for the Company s contmued
- Acomphance w1th mmnnum net capltal requrrements they rnay not be repald : .
| v"NOTE s- CONCENTRATION OF CREDIT RISK

”The Company maintains- its checkmg account in one commercral bank Cash in thJS checkmg o
account at times exceeded $100,000. The checking account 1s secured by the Federal Depos1t .

AInsurance Corporatlon (F DIC) up to $100, OOO

; The Company is engaged in various tradmg and brokerage act1v1t1es wrth counterpartles In the

event counterparties do not fulfill their obhgat10ns the Company may be exposed to risk. The.
~ - risk of default depends on the credit worthmess of the counterparty or issuer of the instrument. It

- is the Company’s pohcy to review, as necessary, the credrt standmg of each counterparty wrthv
* which it conducts busmess o . :




‘, SENT]NEL SECURITIES INC.
NOTES TO FINANCIAL STATEMENTS (Contmued)

DECEMBER 31 2004

o NOTE’6- RELATED PARTY TRANSACTIONS

The Company is related to Sentmel Beneﬁts Group through common ownership and management :
Any transactions with this entity are minimal and at arm’s length. The Company reimbursed the
 related party for payroll and commission transactions paid from its bank accounts to employees of
- the Company. This related party paid all overhead expenses for the Company These expenses
- were not allocated back to the Company S



. SENTINEL SECURITIES, INC.
. SUPPLEMENTARY SCHEDULES

" FOR THE YEAR ENDED DECEMBER 31, 2004




SENTINEL SECURITIES INC

SCHEDULE I

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

PURSUANT TO RULE 15c3 1

IDECEMBER 31,,2004___. -

'Tbtzﬂ lt.)wnc‘ér'shjp eQﬁi{y from sfa.terr_ientdofvfmanc‘iéll ‘co‘ncjiiti'c")n
B _Tofal sub:qrdinatéd 'Ii‘abilitvie"s ﬁom sté_temeﬂf of ﬁﬁqnéiél cénditibc;n _
Tétal nonalllowéb.lp' vasgets’ &61;; s-tatémevn.t'.ovf ﬁnaﬁéial' cbnd_iﬁ'on |
. Nét céﬁitél"befére halrcuts :()n-iSCUUr:i'['i'eS'pOSitiQI‘lS o
. ’.Havirc,uts ,ci)»n sécuﬁties :
) I\I-ét_‘ca‘ipijt\’al | o

'Aggregate mdebtedness j - _
' Total AI 11ab111t1es from statement of ﬁnanc1a1 condltlon _"

B Totail' aggr’ega'te indébtédness'-" S
o _Per’cént_age of ag-gregéte__iridebtédnésfs to net cj:‘apitaly" |

8 Computatlon of basw net capltal requuement ,
‘ Mlmmum net capltal requlred (6 2/3% of AlL )

o Mlmmum dollar net capital _"requir'ement of repor_tin'g broker or dealer
‘Net capifal re’qlllviremen’yc‘
L Excess ne’ﬁ Ca.pPital - "

| Exce-ss‘ net capital at 1000%

$ 202,993

7100,000

(55,855)

247,138

(3,986)

$ 243,152
$ 80,643
T8 80643

332% .

s 5000
- s s

s 235088



SENT]NEL SECURITIES INC

g RECONCILIATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1
. L X-17A5) |
AT DECEMBER 31,2004

SCHEDULE I (CONTINUED)

FOCUS '~ . ANNUAL
REPORT - - 7 FINANCIAL |

. PARTTIA , - o  STATEMENTS
QUARTERENDED AT
" December31,2004 ADJUSTMENTS  December 31,2004

" COMPUTATION OF NET CAPITAL

Tdt.al,ownershipe’quityﬁ'cz)mf' ; . s S .
statement of financial condition ~ $ . 238364 § - (35371) © 1202,993.

Add:
_ L1ab1htles subordmatcd R PO S S, ST o
L to claims ofgeneral cred1tors R o 100,000 - 100,000

Deductions énd/or 'charg'es
. Total nonallowable assets
' ﬁ'omstatementoffmancml R S S . o
" condition T Tl 64,322 o (8467) - - 55,855

‘ ‘ ‘Haircuts on secuﬁti,es'- " ‘ - 3,986 ' = - 3,986

Total dedictions . 68308 . (8467 .. 59841

Netcapitl . - § 270056 . $ (26004  § 24315



SCHEDULE II -
SENTINEL SECURITIES INC

INFORMATION RELATING TO POSSESSION OR CONTROL
c ‘ REQUIREMENTS UNDER RULE 15c3 3

DECEMBER 31 2004

The Company had no 1tems reportable as customers’ fully paJd securities: (l) not in the‘
Company’s possession or control as of’ the audit date (for which instructions to reduce to
. possession or control had been issued as of the audit date) but for which the required action was’
not taken by the Company within the time frames’ spec1ﬁed under Rule 15¢3-3 or (2) for which
mstructlons to reduce to possession or control had not been issued as of the audit date, excludmg .
. items arising: from “ternporary lags Wthh result from normal busmess operanons as permitted )
~ under Rule 15¢3- 3 ) R



SCHEDULE m
SENT[NEL SECURITIES INC.
' SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS |
1IN SEGREGATION FOR CUSTOMERS’ REGULATED
- COMMODITY FUTURES AND OPTION ACCOUNTS
| ". ERSS DECEMBER 31, 2004

; AThe Company claims exemptlon from the segregatlon requlrements of the Commodmes Futures
- Act since 1t hasno commodlty customers as the term 1s deﬁned in. Regulatlon 1.3(k).




SCHEDULEIV - |
SENTINEL SECURITIES INC

: COMPUTATION FOR DETERMINATION OF
~ RESERVE REQUIREMENTS FOR BROKER/DEALER UNDER
» RULE 15c3 3 OF THE SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31 2004

' Sentinel Securities Inc., 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 possessmn or control requlrement pursuant to Rule 15c3 -3 are not

o 'apphcable ' » * C



STEPHEN J SUSSMAN

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 ovf Directors
iSentineI‘Securities Inc.

In planning and performmg our audlt of the ﬁnancral statements and supplemental schedules of
" Sentinel Securities, Inc., (the Company) for the period July 1, 2004 to December 31, 2004, we

considered its internal control, including control activities for safeguardmg securities, in order to

determine our auditing procedures for the purpose of: expressing our opinion on the financial -
* statements and not to provide assurance on internal control :

Also as requ:red by rule l7a-5(g)(l) 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 caprtal under rule 17a-
" 3(2)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because

the Company does not catry securities accounts for. customers or perform custodial functions

relating to customer securities, we did not Teview’ the practlces and procedures followed by the
- Company in any of the followmg o

L Makmg-quarterly securities examinations, connts, lveriﬁcatio:ns, and comparisoné :
~ 2. Recordation of differences _required by rule 17a-13.

3. Complying 'yvith the reqnirements for prompt'payrnent for securities under Secti'on 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 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 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

. unauthonzed use or dlsposmon and that transactions are executed in accordance with
management’s- authorization and recorded properly to permit preparation of financial statements
in conformity with generally accepted accounting principles. Rule 17a-5(g) lists add1t10nal
objectives of the practices and procedures listed in the precedmg paragraph




'Because of mherent 11rn1tat1ons 1n mternal control or the practlces 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 Tisk- that ‘they: may become inadequate because 'of changes in-
condrtlons or that the effectweness of therr desrgn and operatron may deterlorate

s 'Our cons1derat10n of mternal control would not necessanly dlsclose all. matters in mternal control
that might be ‘material weaknesses - ‘under standards éstablished by the American Institute of

o “Certrﬁed Public’ Accountants. " A material weakness is a condition in which the design or.

operatlon of the spe01ﬁc mternal control components does not reduce to a relatlvely low level the
risk that error or fraud n- amounts that would be materlal in relation to the ﬁnanc1a1 statements
berng audited may occur and not be detected WlthlIl a tlmely period by employees n the normal

.- course of performmg their assigned functions. However, we noted no matters involving internal DL

o control; including control activities for safeguardmg securltres that we consrder to be matenal
Weakness as deﬁned above , '

: ”We understand that practrces and procedures that accomphsh the Ob]eCthCS referred to in the
-second paragraph of this report are ‘considered by the SEC to ‘be adequate for its purposes in
" accordance with the Secuntles Exchange Act of 1934 and related regulations, and that practices
~and procedures that do not accomphsh such obJectrves in all materlal respects mdrcate a material -
.. inadequacy for such purposes. Based on this understanding and on our study, we believe that the
‘Company’ s practlces and procedures were adequate at December 31 2004 to meet the SEC s
' _obJectlves o o : - - '

. ’-Thls report s mtended solely for the mformatron and use of the Board of Drrectors management .

B ‘the Secuntles and Exchange Commrssmn ‘the National *Association of Securities Dealers |

Regulatlon Inc. and other regulatory agencres that rely on rule 17a-5(g)- under the Securities -

 ‘Exchange Act. of 1934 in their regulation of reglstered brokers and dealers, and 1S not mtended to o
o . be and should not be used by anyone other than these specrﬁed partles

Stephen J .‘ Sussman,. PLLC

- Certified Public Accountant. -
. Londonderry, New Hampshrre
: QFebruary 25, 2005

" STEPHEN J. SUSSMAN -




