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OATH OF AFFIRMATION

'i, RANDY STRAUSBERG , swear {or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporling schiedules pertaining to the tirm of

NATIVE AMERICAN SECURITIES CO., INC. __asof

. March 31, 2002 . are frue and correct. [ further swear (or affirmn) that neither the company
nor any partner, proprietor, principal officer or directar has any proprietary interest in any account classified solely as that
of a customer, except as follows:

Tile
)?L P SHOSHANA R. KALMAN
Notary Public, State of New York ‘
Notary Public No. 01KA5005583

Qualified in Queens Count
Commission Expires Dec. 14,

This report ™ containg (chebk all applicable buxes) ‘
(a) Facing page. /

v | (b) Statement of Finenciai Condition,

Yoo

—

¥ | { ¢) Statement of Income {loss)
¢ (d) Statement of Changes in Financial Condilivn.

v/ | (¢) Statement of Changes in Stockhelders' Equity or Partaers' cr Sale Proprictor's Capital.

LI

{f) Statement of Changes in Liabilities Subordinated to Claims of Creditars.

N

(g) Curnputation of Net Capital.

(h) Computation for Determination of Reserve Reguirements Pursuant 1o Rule 15¢3-3.

() Information Relating i the Passession or controi Requirsments Under Rule 15¢3-3.

{j) A Reconciiiation, including eppropriats explanation, of the Computation of Net Capital Under Rule {5¢3-1 and the
Computation for Determination o1 :fie Rescrve Requirements Under Rule 15¢3-3.

(k) A Reconciliation between the auditec and unaudited Statements of Financial Condition with respect to methods of con-
solidatien.

v 1 (1) An Qath or a Affirmation.

{m) A copy of the SIPC Suppiemental Report.

(r) A report describing any aterial inadequacies found to exist or found to kave existed since the date of the previous audit.

ERSENERERN

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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OATH OF AFFIRMATION

1, RANDY STRAUSBERG , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supportmg schedules pertammg to the ﬁrm of
NATIVE AMERICAN SECURITIES CO., INC. . as of
March 31, 2002 , 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: »

Signature

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 Proprietor's Capital.

[___l (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.
(D) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

I:]

L]

L]

. (1) An Oath or a Affirmation.
I:] (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 previous audit.

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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BPKCPAS@aol.com

INDEPENDENT AUDITORS' REPORT

Board of Directors and Stockholder

Native American Securities Co., Inc.
New York, New York

We have audited the accompanying statement of financial condition of Native American
Securities Co., Inc. as of March 31, 2002 and the related statements of operations,
stockholders' equity 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. Those
standards require that we plan and perform an 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
estimats made by management, as well as evaluating the overall finacial 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 Native American Securities Co., Inc. as of March 31,
2002 and the results of its operations and cash flows for the year then ended in conformity
with generally accepted accounting principles.

Our audit was conducted for the purpose of expressing an opinion on the basic financial
statements taken as a whole. The information contained on pages 8 through 10

is presented for purposes of additional analysis and is not a required part of the basic
financial statements, but is supplementary information required by rules 15¢3-1, 3-3 and
17a-5 of the Securities and Exchange Commission. 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.

2 £ '
[«)&‘vwx@w, ./(/l/c/w,/c lg ]éa %”w;{?
New York, New York

May 16, 2002




NATIVE AMERICAN SECURITIES CO., INC.
STATEMENT OF FINANCIAL CONDITION

MARCH 31, 2002
ASSETS

rrent Assets :
Cash (Note 2) $ 9,980
Cash equivalents-Treasury bills due May 2002 at market value (Note 2) 57,895
Restricted equity securities- at market value 69,000
Nue from affiliate broker dealer (Note 3) 65,000

Total current assets $ 201,875

LIABILITIES AND STOCKHOLDER'S EQUITY

irrent Liabilities

Accounts payable $ 850
Jue to affiliate (Note 3) 1,050
Accrued liability-NASD dues payable 583
Total current liabilities 2,483
ockholder's equity
Zommon stock, par value $.001, authorized 3000 shares, issued and
outstanding 100 shares 40,052
Additional paid in capital ' 162,000
Accumulated deficit (2,660)
Total stockholder's equity : 199,392
$ 201,875

See the accompanying notes to the financial statements.



NATIVE AMERICAN SECURITIES CO., INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED MARCH 31, 2002

Revenues

Commission income, including $115,540 from affiliate (Note 3)

Interest income
Trading income (loss)

Total revenues

Expenses
Compensation of employees
Commission paid to parent company (Note 3)
Fees and licenses
Interest

Office
Minimum corporation taxes (Note 2)

Total expenses

Net income

Accumulated deficit at beginning of year
Accumulated deficit at end of year

See the accompanying notes to the financial statements.

$ 163,944
1,092
(46,533)

118,503

55,574
27,150
12,288
18
12,353
705

108,088

10,415

(13,075)
b (2,660)




NATIVE AMERICAN SECURITIES CO., INC.
STATEMENT OF STOCKHOLDER'S EQUITY
FOR THE YEAR ENDED MARCH 31, 2002

Common Stock
Common stock-3000 shares $.001 par authorized, 100 shares issued

and outstanding. Initial capital received March 2001. $ 38,752
Additional payment for common stock- May 2001 1,300

Balance March 31, 2002 $ 40,052

Additional paid in capital _ _
Additional paid in capital-additional capital received February 2002

from 49.5% stockholder in parent company-Balance March 31, 2002 $ 162,000
Accumulated deficit
Accumulated deficit-balance April 1, 2001 $ (13,075)
Net income for year ended March 31, 2002 10,415
Accumulated deficit-March 31, 2002 ) (2,660)
- Total stockholder's equity at March 31, 2002 $ 199,392
\\\
\

A\
\

See the accompanying notes to the financial statements.
-4 -




NATIVE AMERICAN SECURITIES CO., INC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MARCH 31, 2002

Cash flows from operating activities
Net income

Adjustments to reconcile net income to net cash
provided by operating activities:
Increase in commissions receivable from affiliate
Increase in marketable equity securities
Increase in accounts payable
Increase in NASD fees accrued

Total adjustments

Net cash used by operating activities

Cash flow from financing activities:
Proceeds from issuance of common stock
Loan received from 49.5% stockholder in parent
Additional cash capital contributions received

Net cash provided by financing activities
Net increase in cash and equivalents
Cash and equivalents, beginning of year

Cash and equivalents, end of year

There were no significant payments for interest or income taxes.

See the accompanying notes to the financial statements.
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10,415

(65,000)
(69,000)
(145)
583.

(133,562)

(123,147)

1,300
1,050
162,000

164,350

41,203
26,672

67,875




NATIVE AMERICAN SECURITIES CO., INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2002

NOTE 1. ORGANIZATION

Native American Securities Co., Inc. ("the Company") was incorporated in 2000 under the laws of the
state of Delaware and until early 2001 was an inactive wholly owned subsidiary of Native American
Financial Services Co., Inc.("NAFSCO") a company which is 52.5% owned by native americans of the
Navajo nation in Arizona and 47.5% owned by Dupont Direct Financial Holdings, Inc.("Dupont").

In early 2001 the company received its initial capital contribution from its parent company, with the
money funded by Dupont, and began the process of being registered as a broker-dealer under the
Securities Exchange Act of 1934. During the three months ended March 31, 2002, the Company,
having been registered as broker-dealer, and having become a member of the National Association of

Securities Dealers, Inc. received a supplemental capital contribution of $162,000 from NAFSCO and
began to operate as a broker dealer.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Native American Securities Co.,Inc. is presented to
assist in understanding the company's financial statements. The finacial statements are representations
of the Company's management, which is responsible for their integrity and objectivity. These
accounting policies conform to generally accepted accounting principles and have been consistently
applied in the preparation of the financial statements. :

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
require management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and

the reported amount of revenues and expenses during the reported period. Actual results could differ
from those estimates.

Cash and cash equivalents

Cash and cash equivalents include time deposits, certificates of deposit and all highly liquid debt
instruments with original maturities of three months or less which are not used as collateral.

Marketable equity and government securities

The Company has adopted Statement of Financial Accounting Standards ("SFAS") Number 115
"Accounting for Certain Investments in Debt and Equity Securities". The Company's investments
consist mainly of clearing deposits. There is also a modest inventory account. Accordingly, all
securities are carried at market value with any unrealized gains and losses included in income.
Realized gains or losses are computed based on the average cost of the securities sold. Government
securities at March 31, 2002 consisted of Treasury bills which are being used as a clearing deposit.




NATIVE AMERICAN SECURITIES CO., INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2002

Income taxes:

The Company files separate income tax returns from those of NAFSCO, using a year ended June 30th.
The Company had a net operating loss carryover of $9,528 arising from a tax loss incurred during the
three months ended June 30, 2001 of which all but $2,660 of which was used to eliminate federal
income taxes on income earned during the nine months ended March 31, 2002. This net operating loss
carryover of $2,660 will be available to offset taxable income earned through June 30, 2021.

NOTE 3. RELATED PARTY TRANSACTIONS

The Company earned $115,540 of its commission revenue from Dupont Securities Group, Inc.
("DSGI"), a wholly owned subsidiary of Dupont. Of this amount, $65,000 was receivable at March 31,
2002 and has since been collected. It paid a commission of $27,150 to its parent, NAFSCO, during the
year ended March 31, 2002. Dupont provided for use of office space without charge to the Company
during the year ended March 31, 2002. At March 31, 2002 the Company owed $1,050 to a
stockholder of Dupont.

NOTE 4. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC
- Rule 15¢3-1), which requires the maintenance of minimum net capital of $5,000 and requires that the
ratio of aggregate indebtedness to net capital, both as defined, not exceed 15 to 1. At March 31, 2002,
the Company had net capital of $181,683, which exceeded requirements by $176,683.




NATIVE AMERICAN SECURITIES CO., INC.
COMPUTATION OF NET CAPITAL REQUIREMENTS
PURSUANT TO RULE 15C3-1

MARCH 31, 2002
NET CAPITAL

Stockholder' s equity
Nonallowable assets

Net capital before haircuits

Haircuts on securities
Short term treasury bills
Marketable equity securities-15%
Marketable equity securities-undue concentration

Total haircuts taken
Net capital
AGGREGATE INDEBTEDNESS
Items included in statement of financial condition
Accounts payable

Accrued NASD fee
Due to affiliate

Total aggregate indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required based on aggregate indebtedness

- Minimum dollar net capital requirement
Minimum net capital requirement
Excess net capital
Excess net capital at 1500%

Excess net capital at 1000%

Ratio of aggregate indebtedness to net capital .0137 to 1.

Reconciliation with Company's computation included in Part IIA of Form X-17A-5 as of
March 31, 2002

Net capital as reported in the Company's Part IIA
Net audit adjustments-adjustment of haircut

Net capital as above

As of March 31, 2002 the Company has not effected any transactions for anyone defined
as a customer under Rule 15¢3-3. Accordingly there are no items to report.

See the accompanying notes to the financial statements.
-8-

199,392

199,392

(10,350)

(359
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(17,709)

181,683

850
583
1,050

2,483

166
5,000
5,000

176,683

181,517

181,435

181,670
13

181,683
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INDEPENDENT AUDITORS' REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17A-5

BernsTeIn Pincruk Board of Directors and Stockholder

& KAaMINSKY LLP

Certified Public
Accountants

Seven Penn Plaza
New York, NY 1000}

Tel 212 279-7900
Tel 516 897-7979
Fax 212 279-7901
BPKCPAS@aol.com

Native American Securities Co., Inc.
New York, New York

In the planning and performing of our audit of the financial statements of Native American
Securities Co.,Inc. for the year ended March 31, 2002, we considered its internal control
structure including procedures 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 structure.

We also made a study of the practices and procedures followed by the Company in making
the periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11)
and the procedures for determining compliance with the exemptive provisions of rule 15¢3-
3. We did not review the practices and procedures followed by the Company in making the
quarterly securities examinations, counts, verifications and the recordation of differences
required by rule 17a-13 or in complying with the requirements for prompt payment for
securities under section 8 of Regulation T of the Board of Governors of the Federal
Reserve System, because the Company does not carry security accounts for customers or
perform custodial functions relating to customers securities.

The management of the Company is responsible for establishing and maintaining an
internal control structure and the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgements by management are
required to assess the expected benefits and related costs of internal control structure
policies and procedures 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 Commission's above-mentioned objectives. Two of the objectives of an internal control
structure 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
preparation of financial statements in conformity with generally accepted accounting
principles.

Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or irregularities may occur and not be detected. Also,
projection of any evaluation of them to future periods is subject to the risk that they may
become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.




Our consideration of the internal control structure would not necessarily disclose all
matters in the internal control structure that might be material weaknesses under standards
established by the American Institute of Certified Public Accountants. A material
weakness is a condition in which the design or operation of a specific internal control
structure element does not reduce to a relatively low level the risk that errors or
irregularities 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 employees in the normal
course of performing their assigned functions. However, we noted no matters involving the
internal control structure that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the Commission to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding and
~on our study, we believe that the Company's practices and procedures were adequate at
March 31, 2002 to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the National Association of Securities Dealers and other regulatory agencies
which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 and should not be
used for any other purpose,

]

‘ (é&‘w@w, anchui % f’mw@

New York, New York
May 16, 2002
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