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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 CORPORATICN ; , as
of DECEMBER 31 ,20.08 , 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:
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NCTARY PUBLID | veof /\/

4 Y COMMISSION EXPIRES APR. 30, 2008
. ” . ..\ Q

) ‘ ! Signature -
I Vite . predipent

Title

Notary Public

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.

i 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.

(I} An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report. i

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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O
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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* Brace & Sussman, PLLC - \
 Certified Public Accountants -

- 12 Parmenter Road - e
- ‘Londondetty, NH 03053 .-

 Independent Auditor’s Report

‘ To'ihe Board of Directors of
- Kuhns Brothers Securities Corporation
- Lakeville, CT. ‘

We 'havc audited theaccompanymg statement of financial condition of Kuhns Brothers Securities -

- -Corporation (the Company) as of December 31; 2005, -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. Qur responsibility 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 Amierica. ‘Those standards require that we plan and perform ‘theaudit .to obtain
‘reasonable assurance about ‘whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence'support‘ing‘the amounts and-disclosures in
-~ the financial statements. An audit also includes assessing the accounting priniciples 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 statéments referred to above present fairly, in all material respects,
~ the financial position of Kuhns Brothers Securities Corporation as of December 31, 2005, and the
- results of their operations and their cash flows for the -year then ended in conformity with
" dccounting principles generally accepted in the United States of America. = - - o

. Our audit was conducted for the purpose of forming an opinion on the basw financial statements
. 'taken as-a whole. The information-contained in Schedules I'and 1I is presented for purposes of

- additional analysis and is not a required part: of the basic financial _Statements, . but is
- supplementary »infortnation'requir,ed";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 material respects in relation to the
basic financial statements taken as a whole. | ‘ C

/,/W et /AAWW(P C -
Brace & Sussman, PLLC ‘ 1 .
Certified Public Accountants

Londonderry, New Hampshire -
February 23, 2006 '



KUHNS BROTHERS SECURITIES CORPORATION
STATEMENT OF FlNANCIAL CONDITION

DECEMBER 31, 2005

ASSETS

- Cash and cash. equivalents . R 11,289
Receivable from broker-dealer . o R 64,895 - -
- . Demand note receivable . S 116,334
. .Accounts Receivable - o ‘ _ 1,164
L Deposit with clearing orgamzatlon - ' 25,546
. Prepaid expenses - . o 4239
- Due from- employees?- SRR Sl 4780
" Rental deposit - U e e 2,500
-~ -Customerlist, at cost less accumulated amortlzanon of $18 250 ‘”3.7715750: R
.fDeferredtaxasset R - S 44915
h Equlpment ‘at cost less accumulated deprec1at10n of $7 740. . o 1208
Total assets S e 8 048,620

'LIABILITIES AND STOCKHOLDERS' EQUITY -

L1ab111t1es

: Accounts payable o _ | $ 5211
Accrued payroll taxes: | ‘ S 4197
- ‘Accrued clearing expenses o o o - 6,588

Accrued commissions - - B T - 27,887
CDuetoNASD o el

; .Total"lialﬂili'ues‘ . o : T 3 " ‘, - $ ‘ 54 708

~Stockholders' equity

Common stock, $.01 par value; authorized lOO shares |

3

100 issued and outstanding Lo o $

" Additional paid-in capital S _ S - 327,828

= Retamed earmngs (deﬁcn)

Total stockholders equlty

Total lisbilities and stockholders' equity

_(33917) -

,

s 193 912

:

$ 248,620

II

The accompanying notes are an integTal,pm of these financial statements.



. KUBN 'SB‘kOTHER’S ‘S'ECURIT‘IES:C(SRPORATIGN
STATEMENT OF INCOME

- FORTHE YEAR ENDED DECEMBER 31 2005 B

Revenues: o o - |
‘Commission income ' R . $ 644,585
- Feeincome - " S RS ‘ S. 530,633
Interestmcome 133

| '1'_"'_.-T0tal'r'evenu-e ‘ . S .'1',17'5,3-51”_-~
~ Expenses: ‘ : _ o o |
~ Communications R b 20,0220
" Occupancy o e B o 48,672
.+ Employee compensation and beneﬁts‘ ; - . 647255
: ,Consultmg Expense = R PETL R S 275179
~ Regulatory and professional fees T 36,385
" Clearing Expense . e - o 51,865
- Other expenses ' ‘ o 80,983
_'Deprematlon & amortization : 10,110
| 7,_Tota1¢xpenses P B /) N
- 'Nét'irict)ﬁié,b‘é:fdretzbiés' , o R | 4,780 -
"Prdvi“sion'for‘ income taxes - . o 2,431

. Netincome . o . ‘. 8. 2349

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



KUIINS BROTEERS SECURITIES CORPORATION

STATEMENT OF CHANGES IN. STOCKHOLDERS' EQUITY

- FOR THE YEAR EN]’)ED‘DECEMBER31, 2005

Balanice o Ja.nuary 1,2005 |
* Additional paid in capitél
" Capital divst'ribuiti-ons'
: k"vNet.inAc.ohiie‘(lbs.s) = ;‘ h

‘Balance at Deéérﬁbér 31, 2005

- Common
Stock

s

Additional .

Paid In
Capital

© Retained

Earnings
- (Deficit)

Total

$ 336,080

15000

(23,252)

$ 327.828

$(136,266)

2349

5(133917)

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

©'$ 199815

15,000
(23,252)

2,349

$ 193,912



KUHNS BROTHERS SECURITIES CORPORATION
: Sl o : S STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2005

Cash flows from opefa’ting activities: ! o —

- Net income 4 | ’ $ 2,349

- Adjustments to reconcile het income o o :
-to netcash used in operatmg actlvmes

. Depreciation .~ T PR R o C4n0 2
~ Amortization R 6,000 -
“‘__Deferredtaxes o S T (1,215)
Decrease in due from broker-dealer ; R ) C.42,234
- Decrease in due from officer . - - . . 2,515
Decrease in accounts receivable - : » 10,419 .
Increase in deposit with clearing organization . o o (546)
" Decrease in demand hote receivable o S 11,666
o 'Increase'iin’prepaid'expenses . ‘ 4 - - (4,239)
- Increase in due from employees o ‘ Lo (4,780)
Decrease in accounts payable : S e - (1,981)
- Decrease in accrued payroll taxes o ‘ o - (1,276)
"Increase in accrued clearing expense I 592
RS -:]'Increase 1n due to NASD B TR 5 R FREE 10,825
e -_Decrease in accrued commlssmns Ll S "163,342»}‘:,”
‘ "Net-cash provxded by operatmg actlvmes’ - S “$' 13,331
' Cash ﬂows from 1nvest1ng acnvmes A_ ; : R .
' j Purchase of equipment . e v S (3,030)

_ Cash ﬂows from ﬁnancmg act1v1t1es - ‘ Y o
“Additional paid in capital - BT o T 15,000
Capital distributions .~ R B L (2325 ‘

Net cash used by financing activities i T (8252) -
,Net increase (décfease‘) imcash o F 2,049
Cash at beginning of the year. - o | - 9,240
Cashatendoftheyear . o v‘ R ', $ 11,289 -
i : SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
iCash pald during the year for: ‘ L - N S
'  Interest payments - o i o8 94
Iricome tax payments : I 8 4321

" Dlsclosure of accounting pohcy

o ‘For purposes of the statement of cash flows, the Company considers-all highly liquid debt '
o 1nstruments purchased with a maturity of three months or less 1o be cash' equxvalents

- The accompanying notes are an. mtegra] part of these ﬁnanc1al statements.‘ )



* KUHNS BROTHERS SECURITIES CORPORATION | |
' NOTES TO FINANCIAL STATEMENTS

S DECEMBER31,32005"3 S

" NOTE1- " SIGNIFICANT ACCOUNTING POLICIES |

. Org anization and Nature of Business = f - Lo S C
The Company was incorporated under the laws of the State of Connecticut on March 15, 1999. It
serves as a Broker Dealer in securities-and provider of financial services.

" Revenue And Expenses o N , L
Commission revenue and related expenses are recognized on the accrual basis using the trade

- - date method. |

| - Useof Estimates

" The ' preparation_of financial statements in -conformity with accounting principles generally -
‘accepted in. the United States of America ‘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 during the reporting period.
- Actual results could differ from those estimates. S a

o Prog‘em’»'hnd:Egu-ip ment

Property and equipment are recorded at cost. The cost of-maintenance and repairs are charged'to . -
expense as incurred. - Major' improvements to' property and . equipment are -capitalized.
Depreciation is computed using the straight-line method over the estimated useful lives of the
- assets. Depreciation expense for 2005 was $4,110. ‘ '

' -:]‘ Coﬁip’enSéﬁeﬂ:A’bseﬁces o o

. Compensated absences for sick pay and personal time have not been accrued since they cannot be
- reasonably estimated. The' Company’s policy is to recognize these costs when actually paid.

© NOTE2- " NETCAPITAL

As a broker-dealer, the Company is subject to'the Securities and Exchange Commission’s (SEC)

- regulations and operating guidelines, that require the Company to maintain a specified amount of v
. net_capital, as defined, and a ratic of aggregate indebtedness to net capital,. as’ defined, not
. exceeding 15 to 1. ‘The- Company’s ‘net capital, as computed under 1 5c¢3-1, was $46,476 at
.. December 31, 2005, ‘which exceeded required net capital of $5,000 by $41,476. ' The ratio of
- aggregate indebtedness to netcapital at December 31, 2005 was 117.7%. * o



R KUHNS BROTHERS SECURITIES CORPORATiON o
 NOTESTO FINANCIAL STATEMENTS (Confinued)
ERSTI T DECEM‘BER'si-, 20015” | .
| .'NOTﬁ,S-." INCOME TAXES | |
i As of béceﬂibér 31’,.2005 the Con’ipahy héd ;a total. federal ﬁet operating ‘vlossj carry forwérd of
~ $221,993. These net operating losses.can be carried forward for 20 years to offset any 'future
; ._ea'rning‘s',‘ L o . ' . . : ‘ . ,

. There .b’e)'{’i:st‘ibdifferences in timing of 'reVenli‘ef and exp’énsa ‘items between Generally Accept'edv

" Accounting Principles; the Internal Revenue Code, and the CT Tax code. Deferred income taxes

* summarizes these differences-at the balance sheet date.

- The provision for income taxes consists of the following: :
' Federal : State . Total

Current s 0 $3646 - . - $3,646 .

. Deferred ..~ o (6833) . - .Se18 az1s
e S 8(6,833) 89,264 e $24310

" NOTE4- CONCENTRATION OF CREDIT RISK

The Company is éngaged in various trading and brokerage activities with counterparties. 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 review, as necessary, the credit standing of each counterparty with
which it conducts business. ' R

 NOTES5- ‘COMMITMENTS AND CONTINGENCIES -

. " 'The Company is committed to an operating lease for office space. ‘Apprbvximate future minimum "~
" lease payments of all noncancelable operating leases for the next five years are as follows:

2006 $ 40500

L2007 40,500
S2008 0 40,500

2009 © 40,500
L2010 _40.500

~ Total - . © $202.500

* Rent expense for the year ending Decernber 3 1, 2005 was $46,072.



KUHNS BROTHERS SECURITIES CORPORATION
NOTES TO F]NAN CIAL STATEMENTS (Contmued)

DECEMBER 31,2005

'NOTE ‘67-‘ NOTE PAYABLE NASD

‘_ Durmg the year ended December 31, 2005 the Company mcurred a $1 5, 000 fine from the NASD

. "f-m regards to a dxsc1phnary proceeding. The’company-paid $3,750 at the time: the . ﬁne was
# " imposed and signed a promissory note.for the remaining balance of $11, 250 plus interest at 10%,

.- . payable in 24 monthly installments. The first payment was paid December 21, 2005, so the
* - balance due as of Decemiber 31; 2005 was $10,825. Approx1mate future mlmmurn pnnmpal and .
- “interest payments for the next two years are as follows:

20060 S 6228

2007 5712

" Total .. - 11940



KUHNS BROTHERS SECURITIES CORPORATION

 SUPPLEMENTARY SCHEDULES

© " FORTHE YEAR ENDED DECEMBER 31,2005



KUHNS BROTHERS SECURITIES CORPORATION
| SCHEDULE I ;S

COMPUTATION OF AGGREGATE ]NDEBTEDNESS AND NET CAPITAL
PURSUANT TO RULE 15c3 1. '

DECEMEER 31,2005

S jTo‘té.l”ownership equity from statement of financial conditioh : R 8 193912
Total nonallowable assets from statement of financial condition . - __(147436)
o Net capltal befofe“hétiréuts en'sectirities .positions« o S s 46,476
. Hairetite on s_e(:urities o - _ L -

= «’Nétcapitél o 1" s 4416

y “ Aggregate 1ndebtedness

Total AL liabilities from statement of financial COI‘ldlthIl % 54,708 ‘-
o . Total.aggTegate indebtedness : - - L .' _‘ $ 54,708
. "_._’Q.Pereentage'.df' ‘aggreg'ate'"ihc{ebtedness'fto~net eepital R BT - 117.7%

' * Computation of basic net capital requirement: . .
_ Minimum net capital required (6-2/3% of AL) ~ . § - 3647

_.It/‘I._iyrtirrtumidol‘lar net capital requirerlient of repertin'g'br'oket" or dealer .. $ 5,000
‘:'gi-.Netcatpi‘ta.lrequh‘"ement': b' v _ : ‘ o _'_ $ 5;000_‘
'Et(ceesﬁnetcapitali | . " " $ .41,476

'Excéss'net'capitalat1600% ) e o | § 41,005

There were no material dlfferences between the audlted and unaudlted computatlon
of net capltal N L o




h SCHEDULE i
KUHNS BROTHERS SECURITIES CORPORATION

. , COM]’UTATION FOR DETERMINATION OF . |
e ;RESERVE REQUIREI\'IENTS FOR BROKER/DEALER UN])ER»» e
- : RULE 15c3-3 OF THE SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31 2005

*‘Kuhns Brothers Securities Corpora‘uon is exempt from the reserve requlrements 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 requlrements pursuant to Rule 15¢3-3

and information- relatmg to the possession or control requirement pursuant to. Rule 15¢3-3 are not
- apphcable »



 Brce&Suwsman,PLLC
- Certified Public Accountants
12 Parmenter Road

~ Londonderry, NH 03053

N " Independent Auditér’s Répoi'.t-bnilntermil‘ SR
- Control Structure Required by SEC Rule 17a-5 =~

Board of Directors | _
- Kuhns Brothers Securities Corporation

- “In planning and peffotniing our audit of the financial $taierhent§ and supplemental schedules of _

-~ Kuhns Brothers Securities Corporation (the-Company), for the year ended December 31, 2005,

.Wc"canid'e’rﬂed_ 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 internal control. S

- Also, as required by rule 17a-5(g)(1) 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 proceduires 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 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 practices and procedures followed by the C
Company in'any of the following; ‘ '

1. .""Makjng qua‘nerly securities examinations, counts, verifications, and comparisons
22, Recordation of di.fferences'required,by rule 17a-13

- 3 Complylng With_thé.'requifemenfs of prompt'péymeﬂt for Sedﬁrifciés under Section 8 of
I_Federal,Rese‘rve’ ‘Regulation' T of the Board of Governors of the Federal Reserve
" ."System. R ‘ - AU

" The managerhént of the 'Cdm'p’any is 'rcsponsibl_‘e\-for ’cstabl‘ishihg.a;ndﬁr'naintaining irvlter_r"ialcohtrol
--and the practices and procedures féferred to in the preceding paragraph. - In fulfilling this

- ‘:re_spOnsjvbi_lity,.‘estima_te's 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
* unauthorized use or. disposition and . that transactions are executed in accordarce. 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. ' ‘ :



- Because: of 1nherent 11m1tat10ns in - internal 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 penods is- subject to the risk that’ they may become inadequate because of changes in -
i condltlons or that the effectlveness of the1r de51gn and operatlon may detenorate

Our cons1derat10n of mtemal 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 is a condition in which design or operation

" of the specific internal control components does not reduce to a. relatively lowlevel 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: tlmely period by employees in- the normal course
= of performmg their-assigned functions. However, we noted no matters involving internal control,

1nclud1ng control activities for- safeguardmg securities, that we consider to be material
- “weaknesses as-defined above. '

- We understand that practlces ‘and procedures that accomplish the obJectwes referred to in the

second paragraph of this report -are considered by the' SEC to be ‘adequate ‘for its purposes in

raccordance ‘with the Securities Exchange Act of 1934 and related regulations, and that practices

“and procedures that do not accomplish such obJectlves in all material respects indicate a material -

o inadequacy for such purposes.. Based on this understanding and on our study, we-believe the

- Company’s practices and procedures were adequate at December 31 2005 to. meet the SEC’s
. -,obJectlves } | . L

. This report is. 1ntended solely for the information and use of the Board of Directors, management,
. the. Securities and Exchange Commission, The National Association of Securities Dealers, Inc.
- ‘and other’ regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange-Act of

1934 in their regulation of registered brokers and dealers, and is not mtended to be and should»
* not be used by anyone other than. these spe(‘lﬁed parties. :

- Brace & Sussman PLLC
- Certified Public Accountarts )
L ;_"Londonderry, New Hampshue
. February 23,2006

/&/MM) Ww PLLL

Brace & 'Sussrrl‘an, PLLC
Certified Public Accountants



