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OATH OR AFFIRMATION
I, Robert K Mah _ swear (or affirm) that, to the best of my knowledge and
belief the accompanying financial statement and supporting schedules pertaining to the firm of
NSC Securities (USA) Ltd. .. . asof
December 31 ,20__01 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:

None

/M/f/é

Signature

[zl

@7‘? Title-
7 YOLANDA C. AQUINO

Notlx,’ry Public _ Vo o Commission # 1324694
L .. Notary Public - California

his 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) A report describing any material inadequacies found to exist or found to have existed since the date of the prevmus audit.

ooa o muummawzmﬁiz:

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT

To thé Board of Directors of
NSC Securities (USA) Ltd.:

We have audited the accompanying balance sheet of NSC Securities (USA)
Ltd. (a Delaware corporation) as of December 31, 2001, and the related statements of
operations, shareholders’ investment, and cash flows for the year then ended. These
financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards in the United States of America. Those standards require that we plan and
perform the audit to obtain réasonable 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 material respects, the financial position of NSC Securities (USA) Ltd. as of December
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31, 2001, and the results of its operations and its cash flows for the year then ended in

conformity with generally accepted accounting principles in the United States of America.
M 7 Qusecatis , 1P

San Ffancisco, California
January 8, 2002




NSC SECURITIES (USA) LTD.

BALANCE SHEET - DECEMBER 31. 2001

ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 282,337
Prepaid expenses v 800
Total current assets : $ 283,137
i’ROPERTY AND EQUIPMENT:
Office equipment $ 7,517
Less - accumulated depreciation - (2,624)
3 4,893
DEPOSITS ' $ 5,140
Total assets : $ 293,1 70
LIABILITIES AND SHAREHOLDERS' INVESTMENT
CURRENT LIABILITIES:
Accounts payable $ 2,709
Accrued liability 1,132
Total current liabilities ' $ 3,841
SHAREHOLDERS' INVESTMENT:
Common stock, $0.01 par value -
Authorized -- 2000 shares
Issued and outstanding -- 750 shares $ 8
Additional paid-in-capital 749,992
$ 750,000
Accumulated deficit (460,671)
Total shareholders' investment $ 289,329
Total liabilities and shareholders' investment $ 293,170

The accompanying notes are an integral part of this financial statement.
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C RITIE A)ILTD

STATEMENT OF OPERATIONS
FOR TH RE DECEMB 2
REVENUES $ 112,500

GENERAL AND ADMINISTRATIVE

EXPENSES:
Salaries $ 203,333
Employee housing expenses 30,000
Rent 27,183
Professional fees 20,944
Payroll taxes 12,143
Licenses and permits 8,524
Foreign tax expense 7,500
Insurance : 7,069
Telephone 6,181
Office expenses : 4,027
Travel and entertainment 2,333
Depreciation 1,474
Dues and subscriptions 192
$ 330,903
Loss from operations $ (218,403)
OTHER INCOME (EXPENSES):
Interest income $ 6,714
Other expense (70)
$ 6,644
Loss before provision for income taxes $ (21 1,759).
PROVISION FOR INCOME TAXES 800
NET LOSS $ (212,559)

The accompanying notes are an integral part of this financial statement.
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NSC SE | A) LTD.

TATEMENT HAREHOLDERS' 1 E

R THE RE D DECEM

Common Accumulated
Stock Paid-in-Capital Deficit Total
BALANCE - DECEMBER 31, 2000 5 5 by 149,995 $ (248,112) § (98,112)
Issuance of common stock 3 3
Additional paid in capital 599,997 599,997
Net loss - : - (212,559) (212,559)
BALANCE - DECEMBER 31, 2001 b g8 3 749,992 3 (460,671) % 289,329

The accompanying notes are an integral part of this financial statement.




NSC SECURITIES (USA) LTD.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (212,559)
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation $ 1,474
Changes in assets and liabilities:
Payables 2,710
Accrued liability 1,132
Deferred revenues (75,000)
Total adjustments $ (69,684)
Net cash used in opérating activities $ (282,243)

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of property and equipment $ (385)
Net cash used in investing activities ‘ $ (385)

CASH FLOWS FROM FINANCING ACTIVITIES:

Decrease in notes payable $ (100,000)
Proceeds from issuance of common stock 600,000
Net cash provided by financing activities $ 500,000
NET INCREASE IN CASH $ 217,372
CASH - BEGINNING OF YEAR 64,965
CASH - END OF YEAR $ 282,337

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the year for:
Interest $ -

Income taxes , 3 800

The accompanying notes are an integral part of this financial statement.
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NSC SECURITIES (USA) LTD.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

1. Summary of Significant Accounting Policies

General - NSC Securities (USA) Ltd. (a Delaware corporation) (the
company), is a 67% owned subsidiary of National Investment Trust Co. (NITC) (Cayman
Islands) Ltd. and 33% owned by NSC (Cayman) Holding Limited. The company serves '
as a conduit for National Securities and Finance Group (NSFQG) to provide services and
products relating to the Greater China marketplace for U.S. investors.

Method of Accounting -- The company uses the accrual method of
“accounting for financial reporting purposes and income tax purposes.

Cash and Cash Equivalents -- The company considers all short-term
investments purchased with a maturity of three months or less to be cash equivalents for
the statements of cash flows.

Property and Equipment -- Property and equipment is recorded at cost.
Depreciation of office equipment is calculated on’ a straight-line basis over the five-year

estimated useful lives of these assets.




2) Concentration of Credit Risk

Financial instruments, which potentially subject the company to
concentration of credit risk, consist principally of deposits greater than $100,000 with
each financial institution. The company had cash deposits subject to risk in excess of this
amount not insured by the Federal Deposit Insurance Corporation during the year.
Manag.ement'periodically réviews its cash policies and believes any potential accounting
loss is minimal.

Estimates Included in the Financial Statements -- The preparation of
financial statements in conformity with generally accepted accounting principles in the
United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities 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.

3. Major Consulting Contracts

| Revenues from a non-affiliate and an affiliated customer were 45% and
55%, respectively, of the company’s total revenues. All of the company’s revenues from
tﬁe non-affiliate and affiliate were derived from service agreements that were terminated
on May 31,2001 and April 30, 2001, respectively.

4. Commitment

The company has financial obligations to an employee of an annual salary
of $36,000, plus health insurance, benefits and housing expense of $36,000 per year,

subject to adjustments.




5.7 Net Capital Requirements

The company is required to maintain minimum capital as defined by the

Securities and Exchange Commission which requires it to maintain a ratio of aggregate

indebtedness to net capital. Aggregate indebtedness and net capital may fluctuate on a

daily basis. As of December 31, 2001, the company’s aggregate indebtedness and net

capital. were $0 and $277,600, respectively and the company’s net capital ratio was

277,600 to 0.

Net capital was as follows:

Total stockholders' equity
Stockholders' equity not allowable for net capital

Total stockholders' equity qualified for net capital
Subordinated borrowings allowable for net capital

Total capital and allowable subordinated borrowings

Nonallowable assets
Net capital before haircuts on securities positions
_Haircuts on securities

Net Capital

289,329

289,329

289,329

11,729

277,600

277,600

The company is required to maintain a minimum net capital of $100,000.

The company operates under a “fully-disclosed’ basis, whereby the company will not

hold customer funds or safekeep customer securities.

pursuant to Rule 15¢3-3 is not required.

Therefore, the computation



Statement of changes in liabilities None
Subordinated to claims of general
creditors — (d) (2)

6. Common Stock

The initial authorized shares were 1,000 at the company’s inception in
1999, -and the Board increased the authorized shares to 2,000 in 2000. The issued shared
increased from 500 to 750 during the year ended December 31, 2001.

7. Provision for Income Tax

The provision for income taxes were as follows:

Federal State Total
Current $ - $ 800 $ 800
Tax benefit of net operating
loss carryforwaded $ (59,000) $ (19,0000 $ (78,000)
Allowance for deferred '
income tax asset/liability 59,000 19,000 78,000
Total tax expense $ - $ 800 $ -

The company had net operating loss carryforwards totaling $400,351 as of
December 31, 2001. The net operating loss of $400,351 can be carried forward and
offset future taxable income. If not used, the carryforwards will expire as follows:

Operating losses

o _in9 - $_ B 58,157
2020 137,347

2021 204,847

$ 400,351
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Y The company has established a valuation reserve equal to the $146,600 tax
asset, created by the net operating losses, because future taxable income is not assured.

The valuation will be reversed in future periods as taxable income is generated by the

company.
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