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"KAUFMANN,
GALLUCCILLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Shareholder of Asensio & Company Inc.:

We have audited the accompanying statement of financial condition of Asensio & Company Inc. as of
December 31, 2001 that you are filing pursuant to rule 17a-5 under Securities Exchange Act of 1934.
This financial statement is the responsibility of the Company's management. Our responsibility is to
express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statement is free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statement. 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 statement referred to above presents fairly, in all material respects, the

financial position of Asensio & Company Inc. as of December 31, 2001 in conformity with generally
accepted accounting principles in the United States of America.

New York, New York W C C p
February 14, 2002 !

One Battery Park Plaza * New York, NY 10004 * Tel: (212) 269-0572 ¢ FAX: (212) 968-1279




ASENSIO & COMPANY INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2001
ASSETS

Cash and cash equivalents $ 112,613
Receivable from clearing organization and other broker-dealers 2,452,267
Securities owned, at market value 92,180
Officer loan 12,945
Equipment, net of accumulated depreciation of $32,454 60,767
Prepaid expenses 22,677
Other assets 96,650

TOTAL ASSETS $ 2,850,099

LIABITITTES AND SHARFHOLDER'S EQUITY

LIABILITIES:
Accounts payable and accrued expenses $ 255,983
Income tax payable 135,058
Securities sold, not yet purchased 1,254,152
Loan from parent 187,703

TOTAL LIABILITIES 1,832,896

Commitments and contingencies

SHAREHOLDER'S EQUITY
Common stock, $.01 par value; 5,000,000 shares authorized;

1,130,000 shares issued and outstanding 11,300
Additional paid-in capital 793,700
Retained earnings 212,203

TOTAL SHAREHOLDER'S EQUITY 1,017,203

TOTAL LIABILITIES AND SHAREHOLDER'S EQUITY $§ 2,850,099

The accompanying notes are an integral
part of this financial statement.
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NOTE 1

NOTE 2

ASENSIO & COMPANY INC.
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2001

ORGANIZATION AND NATURE OF BUSINESS

Asensio & Company Inc. ("the Company"), is incorporated in the State of Delaware.
The Company is a securities broker-dealer, registered with the U.S. Securities and
Exchange Commission and is a member of the National Association of Securities
Dealers, Inc. and the Securities Investors Protection Corporation. The Company is a
wholly-owned subsidiary of Asensio.com, inc. (Parent).

The Company operates as an introducing "broker-dealer” and does not carry customer
accounts or perform custodial functions relating to customer securities. Customers of
the Company are introduced to a carrying broker-dealer on a fully disclosed basis (see
also Notes 3 and 7).

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(©

(d)

Cash and cash equivalents represent cash and highly liquid investments with
maturity dates of three months or less from the date of acquisition.

Securities transactions (and related commission revenue and expense) are
recorded on a trade date basis, which is generally three business days before
settlement date.

Marketable securities owned and securities sold, not yet purchased are valued at
quoted market prices i.e., the bid price for marketable securities owned and the
offered price for securities sold, not yet purchased, with the resulting unrealized
gains and losses reflected in the statement of operations.

Securities sold and not yet purchased represent an obligation of the Company to
deliver specific equity securities. To satisfy this obligation, the Company must
acquire the securities at the prevailing market prices in the future, which may
differ from the market value reflected on the statement of financial condition and
may result in a gain or loss to the Company.

Depreciation is computed using the straight-line method over the estimated useful
lives of the assets.




NOTE 2

NOTE 3 -

NOTE 4 -

ASENSIO & COMPANY INC.
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2001

CONTINUED

(e) 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,
liabilities, and the disclosure of contingent assets and liabilities at the date of the
financial statements as well as the reported evenues, and expenses during the
period. Such estimates primarily relate to unsettled transactions and events as of
the date of the financial statements. Accordingly, upon settlement, actual results
may differ from estimated amounts.

RECEIVABLE FROM CLEARING ORGANIZATION AND OTHER
BROKER- DEALERS

The receivable from clearing broker includes cash held by the clearing broker for
commissions generated in December 2001 and paid in January 2002, and cash
balances in the Company's trading accounts at the clearing organization and at other
brokers.

The Company is engaged in various trading and brokerage activities whose
counterparties primarily include broker-dealers, banks, and other financial institutions.
In the event counterparties do not fulfill their obligations, the Company may be exposed
to risk. The risk of default depends on the creditworthiness 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.

INCOME TAXES

The components of income taxes as of December 31, 2001, were as follows:

Current Deferred
Federal S 19,619 $ 82,037
State 11,228 13,731
City 9.991 12,176

5 40,838 $107,944




NOTE 4

NOTE 5 -

NOTE 6 -

NOTE 7 -

ASENSIO & COMPANY INC.
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2001

CONTINUED

The Company is included with its Parent in a consolidated tax return. The above tax
provisions represent the Company’s share of the estimated consolidated tax. For 2001,
the difference between the Company’s effective tax rates and the statutory rates for its
share of the estimated taxes is attributable primarily to disallowed entertainment
expenses and other permanent and temporary timing differences, and minimum state and
local taxes.

RELATED PARTY TRANSACTIONS

The Company has noninterest bearing loan payable on demand from its Parent in the
amount of $187,703, and a noninterest bearing loan to its President in the amount of
$12,945 with no specific terms of repayment.

COMMITMENTS AND CONTINGENCIES

The Company has a sublease agreement which calls for a monthly payment of $3,580
for the basic rent and an additional $1,790 a month for market quotation and other
occupancy services. The term of the sublease is from April 1, 2001 to March 31, 2002.

At December 31, 2001 the Company and its principal officer are defendants in a legal
action brought against the Company by a publicly traded company claiming damages
resulting from the Company’s published research related to their stock. Although the
claim is for a substantial amount, management believes, after consultation with legal
counsel, that there exist a low likelihood of a material adverse effect on the financial
condition of the Company beyond the cost allocated to conducting a defense. This cost
includes the allocation of its principal officer’s time to the administration and
management of the Company’s defense. The allegation is being vigorously defended by
management. Subsequent to December 31, 2001, a jury verdict was rendered in favor
of the Company. The Company has also filed a counterclaim for defamation.

REGULATORY REQUIREMENT

The Company is subject to the U.S. Securities and Exchange Commission Uniform Net
Capital Rule (rule 15¢3-1), which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1.




NOTE 7 -

ASENSIO & COMPANY INC.
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2001

CONTINUED

Net capital and aggregate indebtedness change from day to day, but at December 31,
2001, the Company had net capital of $493,542 which was $393,542 in excess of the
required net capital of $100,000. The Company’s net capital ratio at December 31,
2001 was 1.17to 1.

The Company clears all customer transactions through another broker-dealer on a fully
disclosed basis. Therefore, the Company is not required to maintain a separate bank
account for the exclusive benefit of customers or to segregate customer securities in
accordance with rule 15¢3-3 of the Securities and Exchange Commission.




