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OATH OR AFFIRMATION

I, ROBERT DRAKE , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
KUHNS BROTHERS SECURITIES CORPORATION ’ , 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:

/i
Mary E. Foilows l/ %77( A/ M

Notary Public
State of Cpmecﬁqut Signature
My c:g?é%c’gdegg res VICE PRESIDENT
Title
Notary lic

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

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) 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.

NEONONNER

0od o

**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 |

12 PARMENTER ROAD . . . LONDONDERRY, NH 03053 R . TEL. (603) 437-1910

FAX (603) 437-3676

Independent Auditor’s Report

To the Board of Directors of
Kuhns Brothers Securities Corporation
Lakeville, CT ,

We have audited the accompanying statement of financial condition of Kuhns Brothers Securities

Corporation (the Company) as of December 31, 2004, and the related statements of income,

changes in stockholders’ equity, and cash flows for the year then ended that you are filing pursuant

to rule 17a-5 of the Securities Exchange Act of 1934. These financial statements are the

responsibility of the Company's management Our responsrblhty 1s to- express an oplmon on these
~ financial statements based on our audit. -

We conducted our audit in accordance with auditing standards- generally acceptedlin 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 examnung, on a test basis, evidence supportmg the amounts and disclosures in

- the ﬁnanmaﬂ statements. An audit also includes assessing the accounting prmc1ples used and -
51gmf1cant estimates made by management, as well as evaluating the overall financial statement
presentatlon We beheve that our audit prov1des a reasonable basis for our opinion.

In our opnnon the financial statements referred to above present. falrly, in all matenal respects,

the financial position of Kuhns Brothers Securities Corporatlon as of December 31, 2004, and the
results of their operations and their cash flows for the year then ended in conforrmty W1th
accountmg principles generally accepted in the Umted States of America. ‘

Our audtt was corducted for the purpose of fonmng an opuuon on the ba51eﬁnancial statements

taken as a whole. The information contained in Schedules I and II is presented for purposes of

additional analysis and is not a.required part of the basic financial statements, but is

supplementary information requlred 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

ﬁnanc1al statements and, in our opinion, is fairly stated in all materxal respects in relation to the
inancial gtatements tAken as awhole

Stephen J. Sussman, PLLC _
- Certified Public Accountant
'Londonderry, New Hampshire

February 25, 2005




KUBNS BROTHERS SECURIT[ES CORPORATION
o STATEMENT OF FINANCIAL CONDITION

DECEMBER 31,2004

| ASSETS, -

Cash and cash equivalents ~ . n " oo $ _9;-240._ :
Receivable from broker-dealer . B L 107,129..
Demand note receivable . - . o . - 728,000

"Accounts Receivable - T T 11,583 L

Depos1t Wlth cleanng orgamzatlon EEEE L +. 25,000
" Due from officer o S ’; R S 2,515
Rental depos1t S ' ' o 2,500

Customer list, at cost less accumulated amortxzatlon of $12 250 77,750 |
o Deferred tax asset - S o T ,_,43‘,700 .

‘ Equlpment at cost less accumulated deprecxatlon of $3 630 2,288 a |
Total as_sets- R l B o . . 8 -309,705}"
LIABILITIES AND STOCKHOLDERS’ EQUITY .~

Liabilities: T
~ Accounts payable - R A T $ 7,1.92' o
"+ Accrued payroll taxes B 5473.‘
Accrued clearing expenses | L 5,996

- Accruedcommlssnons J T 91229
“Total liabiliies .. 5 108,990

3 Stockholders equﬁy " - . ‘
~ Common stock, $.01 par value; authonzed 100 shares

1001ssuedamdoutstand1ng o $ D

o AddmonaR paid-in capital . . " »A Ll = 33‘6,‘08_(_)‘ A
" Retained earnings (deﬁc1t) L L R L (136,266)

‘To_'tal' stockholders’ equity '} o g 199,815

Total liabilities and stockholders’ eciuity . n 8 309,705

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



KUHNS BROTHERS SECURITIES CORPORATION |
 STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31,2004

- _'Revenues g , T o
Comrmssmnmcome S % 940,711,

Fee income ‘ - R R 153,091 .
~Otherincome ~ | o - o ".19,‘9933 o
Interest income - - . Y B

Total revenue L - “1',‘013,866&.

Expenses:

‘Communications SR ,1_6,140‘3 L

- Occupancy T B 31,4147
‘Consulting Expense ~ -+ o 313,989 o :
Regulatory and professaonal fees S 64,991
Cleanng]Expense S ' S " S 51 209 . -

Other expenses o 512242\.:" L

: Deprematlon&amomzatlon P A 7602? o

" Total expenses ‘» S o . o ‘99‘7,8"50'

ANet income (lfoss) , _ L .  $ ;o 16,016 -

* The accompanying notes are an integraﬂ part of these financial étaténienis. ‘



KUHNS BROTHERS SECURITIES CORPORATION .
STATEMENT OF CHANGES IN STOCKHOLDERS” EQUITY .

FOR THE YEAR ENDED DECEMBER 31, 2004

s AR Addjﬁﬁnal .L_ “Ret‘hine_d"j‘l-" |
'Common . Paidln . Earnings =~
Stock __Capital . _ (Deficity ~- ~__ Total -

Balance at January1,2004  § 1§ 318773 . $(15228) . 'S 166492

' Cpital contributions o 17307 L o 17307

| Net(inc‘ome‘ (loss) - : T - T - - .'16.016 16.016

- Balance at December 31,2004 -~ §.. 1.~ ‘S 336080 ~  $(136266)  $ 199815

The accompanying notes are an ii;te’gral part of these financial statements. -



]KUHNS BROTHERS SECURITIES CORPORATION
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2004

e

Cash flows from operating activities: o S o
Netmcome ! S 16,016 °
Adjustments to reconcilé net mcome : R

to net cash usedmoperatmg act1v1t1es ‘ . . S S
Depreciation .~ ..o o 1,600
Amortization S 6,000

. Increasemdue ﬁ'om broker-dealer S o :, S (28,287) - ‘
Increase in due from officer © AR o '(2,5'15). I
Increase in accounts receivable S anssy
Increase in rental deposit . - o ! " ST 100y -~
Decrease in otherassets~ -~ . .- ' R R VA

: Decreasemaccounts payable G LT T '(5,682). :

B Increa.semaccruedpayrolltaxes o T e o ,A(16',O.1'1)' :

' Increase in accrued clearing expense S R 85

‘Increasemaccrued cormmssmns I : R 7. .33418
Net cash used by operatmg. activities .. o $ “gl5,84'2)’ .
Cash flows from investing act1v1t1es R

Purchase ofequlpment o o ‘_ e - - B (522)

Cash ﬂows fromﬁnancmg act1v1t1es » Lo T
~ Issuance ofdemandnoterecewable LT (28,000)

Capltal contnbutlons IR IR AN C 17,307 R

Net cash used by ﬁnancmg act1v1t1es f | a ,\ - ) ‘51'0,69;3), b‘

' .‘Net incsegse (decrease)meash 7 o “ : L - . (17 057).

| _ Cesh‘at' beginniﬁg of‘theyea‘r. -, : | “ 26 297“..
_,Cashatendoftheyear B - - ‘_ :$ “ 9240."

_‘SUPPLEMENTAL DISCLOSURES OF CASH FLOW ]NFORMATION | '

‘ ‘_Cash pa1d during the year for: . _ L o
" Interest payments - - PR e AP ST | C- b_
Incometaxpayments o S ' ‘_<$ . 300

o D1sclosure of accounting pohcy

» ~ For purposes of the statement of' cash ﬂows the Company cons1ders all hlghly 11qu1d debt
mstruments purchased with a maturity of three months or less to be cash equwalents S

The accompanymg notes are an integral part of these ﬁnam:lal statements .



KUBNS BROTHERS SECURITIES CORPORATION" :

-

NOTES TO FINANCIAL STATEMENTS "

; DECEMBER 31 2004

NOTE1- SIGNIFICANT A_‘CCOUNT]NG POLICIES

Organization and Nature of Busmess - o
The Company ‘was incorporated under the laws of the State of Connectrcut on March 15 1999
It serves as a lBroker Dealer in- securrtles and prov1der of ﬁnanc1al servrces S :

Revenue And Expenses , : o : S CoLh
. Comrmission revenue and related expenses are recogmzed on, the accrual bas1s usmg the trade
date method. ' : ce : .

- Use of Estimates o I ST ” g
~ The preparatlon of ﬁnancral statements in conforrmty w1th accountmg pnnmples generally‘
~ accepted in the United States of Amenca requires management to make estimates and-

- assumptions that affect the reported amount of assets and liabilities as. of the daté of the ﬁnanc1al '
‘statements, and the reported amounts of revenues and expenses durmg the reportmg penod IR

o Actual results could drffer from those estlmates

‘ Propertv and Equmment , : S : - : o

‘Property and equipment are recorded at cost. ’l'he cost of mamtenance and repalrs are’ charged to

-~ expense as mcurred Ma_]or 1mprovements to property and equlpment are capitalized.
Depreciation is computed using the straight-line method over the estrmated useful l1ves of the
assets. Deprecratron expense for 2004 was $l 600 Co : -

. '.‘NOTE 2- NET CAPITAL

~Asa broker-dearer the Company 18 subJect 0 the Secuntles and Exchange Commrssmn s (SEC) ”

' regulations and operating gurdehnes that require the Company to maintain-a spec1ﬁed amount of
© '+ net capital, as defined, and a ratio of aggregate indebtedness . to net ‘capital, as deﬁned not .

~ exceeding 15 to T. The Company s miet capital, as computed under 15¢3-1, was $31,479 at
December 31, 2004, which exceeded required net- capital of $7,326 by $24, 153 The ratro of
R aggregate indebt edness to net capltal at December 31, 2004 was 3.5t0 1. ' e

NOTE 3- INCOME TAXES _’"‘"_:I o

As of December 31, 2004 the Company had a total federal net operatmg loss of $242 119 A net
- operating loss carry forward of $199,571 from previous years, and the current year loss of
- $42,548., These net operatrng losses can be carned forward for 20 years to offset any future

earnings. - ‘ , -



KUHNS BROTHERS SECURITIES CORPORATION ‘ ‘
NOTES TO FINAN CIAL STATEMENTS (Contmued)

g DECEMBER31 2004 o

There exist differences in ‘timing”of revenue and expense items between Generally Accepted
Accounting Principles, the Internal Revenue Code, and the CT Tax code Deferred income taxes
- summarizes these drfferences at the balance sheet date o o - : '

NOTE 4- @(DNCENTRATION OF CREDIT RISK §

" The Company is mgaged in vanous tradmg and brokerage act1v1t1es w1th counterpartles In the

event counterparties do not fulfill their obligations, the Company. may be exposed to risk: The

risk of default depends on the credit worthiness of the counterparty or issuer of the instrument. It

. is the Company’s policy to revrew as necessary, _the cred1t standmg of each counterparty w1th .
whrch it conducts busmess : :

B NOTE S5- RELATED PARTY TRANSACTIONS

The shareholder paid certain expenses on behalf of the company, wh1ch totaled $17 307 in 2004

. The shareholder ccnsiders these payments to be capltal contnbutlons and therefore no amounts- D

» are due to the shareholder as of December 31, 2004



: KUHNS BROTHERS SECURITIES CORPORATION

SUPPLEMENTARY SCHEDULES

- FOR THE YEAR ENDED DECEMBER 31 2004 L



KUHNS BROTHERS SECURITIES CORPORATION
SCHEDULE I . ‘

: COMPUTATION @F AGGREGATE INDEBTEDNESS AND NET CAPITAL -
‘ , ' PURSUANT TO RULE 15c3 1 ' C

o | ‘~DECEMBER 31,2004

.Tvbtel ownership equity ﬁeﬁ etetefne;it of ﬁnanc1a1 ’cop'di'tiony - »; . | o $ | 199,815 :

_Total noneilowable assets ﬁom etetement._of ﬁn'anci‘all.eenc'litjonﬁ . :' ] | . : ‘_.-(1:68,33‘6). A
- ,.Net eepiiaI'before haircﬁfe"on' SééIlfItI/CSji)OSIﬁOIISi | '~ SRR . ; 3 :" 31,479 4} _‘
Hei‘reilitson’securitlies. L. ,.
Netcapri:al F' | : «1 $ 31479

'Aggregate mdebtedness S - : o T
Total A.L hablh’ues from statement of ﬁnanc1al cond1t10n T - $ 109,890 - -

Total a;ggregatve indebtednes_s . o R " : SRR I09,89_O .
".Percentage Ofaggrégafe:ir‘idebtedness t0 het'c‘apital 349.1%

‘ Computatlonofbaswnet capltalrequlrement S e e D
‘ -~ Minimum net- capltal requlred (6 -2/3% ofAI) e 8 7,326

| Mmunum dollar net capi-tal_requirement of reporting br_ok'er“o_r' deétler T $. 5,000 g -

- Net capital requigreme‘r.l{t_ﬂ L i - ' ) A - $ 7,326 k I

, ;Excéssnete_a?’itaﬂj"_"" Lo o SRR T80 24153 R N

'Eﬁcess net cap_ita]l ale_OQ%_ “ E ':,: v % 20,490, ’ )

There were no matenal dlfferences between the audlted and unaudlted computatlon g
of net capital.



SCHEDULE II
: KUHNS BROTHERS SECURITIES CORPORATION
\ COMPUTATION FOR DETERMINATION OF S
. RESERVE REQUIREMENTS FOR BROKER/DEALER UNDER ‘
’RULE 15c3-3 OF THE SECURITIES EXCHANGE ACT OF 1934
DECEMBER 31 2004
) 'Kuhns Brothers Securities Corporatlon is exempt from the reserve requlrements of Rule 1503 3

as its transactions are limited; such that they do not handle customer funds or securities,
accordingly, the computation for detenmnatlon of reserve requlrements pursuant to Rule 15¢3-3

and information re]latmg to the possess1on or control requlrement pursuant to Rule 1503 3arenot o

,apphcable



STEPHEN J. SUSSMAN -

12 PARMENTER ROAD - LONDONDERRY, NH 03053 ' . A TEL. (603) 4371910
- : FAX (603) 437-3676

Kndependent Auditor’s Report on Internal
: Control Structure Reqmred by SEC Rule 17a-5

Board of Directors
Kuhns Brothers Securities Corporatlon

In planmng and performing our audit of the financial ‘statements and supplemental schedules of

Kuhns Brothers Securities Corporation (the Company), 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 our opinion on-the financial
: statements and not to provide assurance on the mternal control

Also as required by rule 17a- S(g)(l) of the Secuntles 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 capital undet Rule
17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practlces and procedures‘
followed by the Company in any of the followmg

"1. Makmg quarteﬂy secur1t1es exammatlons counts venﬁcatlons and compansons
2. Recordatmn of d1fferences requlred by rule 17a-1 3

3 Complying with the requirements of prompt paym'ent‘foir securities under Section 8 of
‘ Federal Reserve Regulation T of the Board of Govemors of the Federal Reserve ‘
System o 1 :

. The management of the Company is respon51ble for establishing and mamtamlng 1nternal control
. and the practices and procedures referred to in the precedlng 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. paragranh 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
unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit preparatlon of fman01al 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 hsted in the preceding

pa.ragraph



~ . Because of rnherent hrmtatlons in mternal control or the practrces and procedures referred to-

“+ above, error or fraud may eccur and not be detected Also, ‘projection of any evaluation of them

~ to_future periods is subject to the r1sk that' they may become inadequate because of changes in
condltrons or that the effectrveness of therr desrgn and operatlon may deterlorate e

 Our cons1deratlon of internal control would not necessanly drsclose a11 matters in mternal control ’
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants."A. materral weakness is a condition in which design or operation

- of the specific internal control components does not reduce to a- relatlvely low level the risk that
error 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 ernployees in the normal course .

of performing their assigned functrons However, we noted no matters involving mternal control,

including control activities. for safeguardmg secunnes ‘that we con51der to be matenal
weaknesses as deﬁned above. : -

We understand thet practrces and procedures that accomphsh the obJectrves referred to in the

second paragraph of this report are consrdered by the SEC to. be adequate for its. purposes in .

. accordance with the Securities Exchange Act of 1934 and related regulations, and that practrces :

S and- procedures thet do net accomplish such objectives in all materidl respects indicate a material .
. madequacy for such purposes. Based on this understandmg and on our study, we believe the =

. “Stephen J. Sussman, PLLC -

Company’s practrces and procedures were adequate at December 31, 2004 to' meet the SEC’ s
'obJectrves : '

This report 1s 1ntended sole]ty for the mformatron and use. of the Board of Drrectors management
- the Securities and Exchange Comrmssron The National Assocratlon of Securities Dealers, Inc.

o and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of

- 1934 'in therr regulation of regrstered brokers and. dealers, and is not mtended to be and should
A an these specrﬁed partres : .

mac, L

* Certified Public Accountant ,
.~ Londonderry, New Hampshire - A
- February 25, 2005 o

STEPHEN J SUSSMAN o




