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AN ACCOUNTANCY CORPORATION
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INDEPENDENT AUDITOR’S REPORT

To the Shareholder
Regency Securities, Inc.
Irvine, California

I have audited the accompanying balance sheets of Regency Securities, Inc., as of
December 31, 2001 and 2000, and the related statements of income (loss) and retained
earnings and cash flows for the years then ended. These statements are the responsibility
of the Company’s management. My responsibility is to express an opinion on these
financial statements based on my audits.

I conducted my audits in accordance with generally accepted auditing standards.
Those standards require that I plan and perform the 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 amount 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. I believe that my audits provide a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Regency Securities, Inc., as of December 31,
2001 and 2000, and the results of its operations and its cash flows for the years then ended
in conformity with generally accepted accounting principles.

My examination was made for the purpose of forming an opinion on the basic
financial statements taken as a whole. The information contained in the statements of
changes in stockholder’s equity, computation of basic net capital requirement, computation
of net capital and reconciliation of computation of net capital is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of
1934. Such information has been subjected to the auditing procedures applied in the
examination of the basic financial statements and, in my opinion, is fairly stated in all
material respect in relation to the basic financial statements taken as a whole.

}m/;/

. LAI, CPA, MBA
Febru ry22 2002
Irving, California




REGENCY SECURITIES, INC.

BALANCE SHEETS
ASSETS
Current assets:
Cash $
Interest receivable
Solicitor's fee receivable
Total assets $

LIABILITIES AND STOCKHOLDER'S EQUITY

Current liabilities:
Commissions payable N

Stockholder's equity:

Common stock-par value of $10, authorized 2,000 shares;
issued and outstanding 1,000 shares
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity $

See notes to financial statements.
2

December 31,

2001 2000
13,664 $ 12,961
43 62
4.826 1,309
18,533 $ 14,332
4,098 $ 1,093
10,000 10,000
4,435 3,239
14,435 13,239
18,533 $ 14,332



REGENCY SECURITIES, INC.

STATEMENTS OF INCOME AND RETAINED EARNINGS

For the years ended
December 31,

2001 2000
REVENUES:
Solicitor's fee income $ 664,503 $ 673,564
Commission income 326,100 437234
Registration fee income - 172
Interest income 426 557
991,029 1,111,527
EXPENSES:
Commission expense 978,958 1,099,860
Other operating expenses 10,075 10,643
' 989,033 1,110,503
INCOME BEFORE INCOME TAXES 1,996 1,024
Income taxes 800 800
NET INCOME 1,196 224
RETAINED EARNINGS, BEGINNING OF YEAR 3,239 3.015
RETAINED EARNINGS, END OF YEAR $ 4,435 $ 3,239

See notes to financial statements.
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REGENCY SECURITIES, INC.

STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income

Noncash items included in net income
(Increase) Decrease in:
Interest receivable

Accounts receivable

Increase (Decrease) in:
Commissions payable

Net cash provided (used) in operating activities

CASH AT BEGINNING OF PERIOD

CASH AT END OF PERIOD

See notes to financial statements.
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For the years ended
December 31,

_2001

$ 1,196

19
(3,517)

3,005

703

12,961

13,664

2000

$ 224

(10)
(1,309)

1,093

2)




REGENCY SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2001

Organization:

Regency Securities, Inc. ( the Company ) was incorporated on December 1, 1978 under
the laws of the state of California. The Company is an introductory firm that only deals in
investment company shares such as mutual funds, variable annuities and variable life. As
an introductory firm the Company does not hold securities for its clients nor do any other
organizations hold securities on behalf of the Company.

On January 26, 1979, the Company received approval from the Securities and Exchange
Commission to conduct operations as a broker-dealer.

On February 15, 1979, the Company received approval from the Department of
Corporations, State of California, to conduct operations as a broker-dealer.

On January 16, 1996 the NASD District Business Conduct Committee approved Regency
Securities Inc. request to:

A. Change the firm’s business to include the wholesale and retail sales of
redeemable investment company shares and variable contracts on a

subscription or application basis only.

B. To increase the number of branch offices to two (2). The number of branch
offices was reduced back to one (1) in year 2000.

C. To increase the number of registered representatives to fifteen (15).

Summary of Accounting Policies:

A. Basis of Accounting: The accompanying financial statements are
prepared on the accrual basis of accounting.

B. Revenue Recognition:  The nature of income is generated from doing
business in the retail sales of redeemable investment company shares and
variable contacts on a subscription or application basis only. Securities
transactions (and related commission revenue and expense) are recorded on a
settlement date basis, generally the third business day following the
transaction date.

C. Use of Estimates: Management of the Company has made estimates relating
to the reporting of assets at the balance date and reporting of income during
the period to prepare these financial statements in conformity with generally
accepted accounting principles. Actual results could differ from those
estimates even though the differences should be insignificant.




REGENCY SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2001

Related Party Transactions:

The following transactions occurred between the Company and the sole shareholder:

A. The office rents and other miscellaneous office expenses in the amount of $8,938 was
paid by the shareholder in 2001 to compensate his personal utilization of office space,
furniture and equipment.

B. The Company paid commission in the amount of $134,798 to the shareholder based
on the agreed-upon percentage of the stock sales closed by the shareholder.

Net Capital Requirements:

Under Rule 15¢3-1(a)(2) of the Securities and Exchange Commission, the Company is
required to maintain net capital of $5,000. Under Rule 15¢3-1(a)(1) of the Securities and
Exchange Commission, aggregate indebtedness must not exceed net capital, as those
terms are defined, by a ratio of more than 15 to 1. The Company was in compliance with
these requirements. Specifically, at December 31, 2001 the Company had excess net
capital of $9,435 and indebtedness of $4,098, and at December 31, 2000 the Company
had excess net capital of $8,177 and indebtedness of $1,093.

Common Stock:

On March 1, 1983, the stockholders and board of directors authorized and approved the
recapitalization of the Company. The Company decreased the par value of its stock from
$20.00 to $10.00 per share. This decrease in capital was within the rules set by the
Securities and Exchange Commission.



REGENCY SECURITIES, INC.

STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY

Common Stock $
Retained earnings, beginning of year $
Net income

Retained eamnings, end of year $

For the years ended

December 31,

2001

10,000 $
3,239 $
1,196
4,435 $

See notes to financial statements.
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2000

10,000

3,015

224

3,239




REGENCY SECURITIES, INC.

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

December 31,

2001
Minimum net capital required
6 2/3% of aggregate indebtedness of $4,098 (2001); $1,093 (2000). § 273
Minimum dollar net capital requirement of broker-dealer $ 5,000
Net capital requirement $ 5,000
Excess net capital
$14,435 - $5,000 (2001); $13,177 - $5,000 (2000) $ 9,435

See notes to financial statements.
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2000

73

5,000

5,000

8,177




REGENCY SECURITIES, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

December 31,

2001 2000 :
Total ownership equity $ 14,435 $ 13,239
|
Less non-allowable assets (43) (62)
Total capital 14,392 13,177
Net capital before haircuts _
on securities positions 14,392 13,177
Net capital $ 14,392 $ 13,177

See notes to financial statements.
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REGENCY SECURITIES, INC.

RECONCILIATION OF COMPUTATION OF NET CAPITAL

December 31,

2001 2000
Net capital per FOCUS part I1A report $ 14,435 $ 13,239
Less:
Interest receivable (43) (62)
Net capital reported under Rule 15¢3-1 $ 14,392 N 13,177

See notes to financial statements.
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