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OATH OR AFFIRMATION

Kaoald L. LyweLau , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

CMAD\SOR _caARITRL _TuteRranouas sgm\z‘megfﬂug as of

_O€acmDER2. S\, TRoes), are true and correct. 1 further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

Signature

Manewa DIECER,
, o . .. Ttk ‘

U”Mﬂ MVJ

ago& O QDEMDBEHEE

- Nowary Public
‘ ELIZABETH M, FISHER

NOTARY PUBLIC, STATE OF NEW YORK’
1F15052509

NO. OIF
QUALIFIED IN WESTCHESTER C
This report** contains {check all appm%iwﬁs Nov 4;%{
(2) Facing page. = -

(b) Statement of Fmancxal Condmon
(c) Statement of Income (Loss).

. (d) Statement of Ghanges-inFinancial-Condition. Coash Fls<ws.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnctor s 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¢3-1 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 con-
solidation.

() 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 previous audit.

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




2;; = | Flowers Greenberg & Beckerur

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

The Members
Madison Capital International Securities, LLC

We have audited the accompanying balance sheet of Madison Capital International
Securities, LLC (a limited liability company) as of December 31, 2001, and the related
statements of operations and member’s 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 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 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 Madison Capital International Securities, LLC as of
December 31, 2001, and the results of its operations and its cash flows for the year then
ended in conformity with generally accepted accounting principles.

Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information included in Schedules I and II 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
and 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. '
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Madison Capital International Securities, LLC.
(a limited liability company)

Balance Sheet

December 31, 2001

Assets

Cash and cash equivalents $5,123

Investment in NASD warrants 20,100

Other assets 3,726
Total assets $28,949

Liabilities and member's equity

Liabilities:
Member's equity 28,949
Total liabilities and member's equity $28,949

See accompanying notes to financial statements.




Madison Capital International Securities, LLC.
(a limited liability company)

Statement of Operations and Member's Equity

For the year ended December 31, 2001

Revenues $66
Expenses
Regulatory fees and expenses 1,997
Professional Fees 2,041
Other expenses 775
4,813
Net loss ($4,747)
Member's equity at December 31, 2000 13,096
Add member's capital contributions 20,600
Member's equity at December 31, 2001 $28,949

See accompanying notes to financial statements.




Madison Capital International Securities, LLC.

(a limited liability company)

Statement of Cash Flows

For the year ended December 31, 2001

Operating activities:
Net loss
Net cash used by operating activities

Investing activities:
Investment in NASD warrants

Financing activities:
Proceeds from member's capital contribution
Net cash provided by financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at December 31, 2000
Cash and cash equivalents at December 31, 2001

See accompanying notes to financial statements.

(84,747)
(4,747)

(16,800)

20,600
20,600

(947)
6,070
$5.123




Madison Capital International Securities, LLC.
(a limited liability company)

Notes to Financial Statements
December 31, 2001

(1) Organization and Business Activity
Madison Capital International Securities, LLC. (the Company), a New York
single-member limited liability company was organized on June 7, 1995 to
conduct a securities business exclusively with registered broker-dealers. As of
December 31, 2001 the Company had not commenced operations in security
transactions.

The Company’s member is a registered representative governed by the rules of
the National Association of Securities Dealers (NASD). The Company is a
member of the Security Investors Protection Corporation (SIPC).

(2) Summary of Significant Accounting Policies

Basis of presentation
The Company maintains its books and prepares its financial statements on the
accrual basis of accounting.

Other Assets

Other assets consist principally of organizational costs incurred prior to
commencement of operations and are recorded at cost. Amortization will be
provided on a straight-line basis over five years once the Company
commences operations

Cash and cash equivalents
The Company considers all highly liquid investments with a maturity of three
months or less at the time of purchase to be cash equivalents.

Income taxes

The accompanying financial statements do not include a provision for income
taxes because the taxable income or loss of the Company is included in the tax
return of the member.

(3) Investment in NASD Warrants

During March 2000, the NASD undertook a restructuring to broaden the
ownership in Nasdaq through a private placement of newly issued shares of
common stock, and warrants (the “Warrants™) to purchase shares of common
stock to key stakeholders. In response to Phase I of the private placement
solicitation, the Company purchased 300 Warrants at a price of $11 per
Warrant. Subject to the provisions of the Warrant Agreement, each Warrant
shall entitle its holder to purchase four shares of NASD common stock. Each




Madison Capital International Securities, LLC.
(a limited liability company)

Notes to Financial Statements
December 31, 2001

Warrant will be exercisable in four annual tranches, with one share of
common stock available for purchase in each tranche. The first tranche will
become exercisable at a price per share of $13 on the second anniversary of
the issue date. Each tranche will be exercisable for a one-year period. The
second, third and fourth tranches will be exercisable on the second, third and
fourth anniversary dates, respectively, at prices per share of $14, $15 and $16,
respectively.

During 2001, under Phase II of the private placement offering, the NASD
offered, and the Company purchased an additional 1,200 Warrants at a price
of $14 per Warrant. Similar to provisions of Phase I, these additional
Warrants are exercisable two years after their initial issuance in four annual
tranches at prices per share of $13, $14, $15 AND $16, respectively.

In the event that the Company fails to exercise any Warrant tranche prior to
the expiration of the exercise period, the warrant will be automatically
cancelled and the share of common stock subject to such unexercised and
expired Warrant tranche will no longer be available for purchase and will
continue to be owned by the NASD.

(4) Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform
Net Capital Rule (SEC rule 15c3-1), 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. At December 31, 2001,
the Company had net capital of $5,123, which was $123 in excess of its
required net capital, and its ratio of aggregate indebtedness to net capital was 0
to 1.



Schedule |

Madison Capital International Securities, LLC.
(a limited liability company)

Computation of Net Capital

For the year ended December 31, 2001

Net Capital
Total member's equity $28,949

Deductions and/or charges:
Nonallowable assets- other assets 23,826

Total net capital $5,123
There is no material difference from the Company's computation

of net capital as reported in Part IT A of Form X-17A-5 as of
December 31, 2001



Schedule i

Madison Capital International Securities, LLC.
(a limited liability company)

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

For the year ended December 31, 2001

The Company has no customer or tranactions therewith. Accordingly, it has claimed

an exemption from Rule 15¢3-3 pursuant to section (k)(1) of the Exemptive Provisions.
There is no material difference from the Company's computation for determination of
Reserve Requirements as reported in Part IJA of Form X-17A-5 as of December 31, 2001




