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'OATH OR AFFIRMATION

John E. Lekas . o0 S swear(orafﬁrm)that tothe4

best of my Lnowledoe and belief the accompanymg fmanc1al statement and suppomncr schedules pertaining to the firm of
Leader Capital Corooraj:lpn i R S SN ,asof
June 30 S , 20 02 . , dare ‘rue and  correct. 1 further swear (or afﬁrm) that neither' the company'

".nor any partner ‘proprietor, prmclpal offtcer or dlrector has any proprletary interest in any account cla.ssxfled soley as that of
a customer except as follows : A :

' . OFFICIAL SEAL
“ CANDY L. DILLON
NOTARY PUBLIC-OREGON
OMMISSION NO. 352479

Siéxature

AS  AToRMEY o Cacd
. Tide

(a) Facmgpage o . : T B coL

"(b) Statement of Financial Condmon

" (c) ‘Statement of Income (Loss).

. (d) Statement of Cash Flows : g : : :

" (e) Statement of Changes in Stockholders Equlty or ‘Partners’ or Sole Proprletor S Capttal
“°(f) Statement of Changes in Liabilities Subordmated to’ Clalms of Credltors ,

" (g) Computation of Net Capltal . .

.(h) Computation for Determmatlon of Reserve Requxrements Pursuant to Rule 15c3 3.

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

() A Reconciliation, including appropriate explanation, of the Computation of Net Capltal Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. 4
(k) A Reconciliation between the audlted and. unaudtted Statements of FlnanCIal Condmon with respect to mcthods of con- B
“solidation. . : ' ‘ o o
O An Oath or Afflrmatlon

(m) A copy of the SIPC Supp emental Report

(n) A report descnbmg any rnatenal madequames found to.exist or found to have existed since the date of the prewous audlt

**Lor conditions. of conﬁdent[a[ treatment of certain portions of ‘this ﬁling,'-see secl{on‘ 240.17a-5(e)(3). -
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© August 23,2002

To the Board of ’Dir'ecto'rs h

" Leader Capital Corporation

Portland; Oregon

We have audlted the accompanymg balance sheet of Leader Cap1ta1 Corporatlon as of June 30,
2002, and'the related statements of income; changes in stockholder equity, and cash flows forthe
- year then- ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of -

1934. These ﬁnanc1a1 statements are the responsrbrhty of the Company‘s management. Our -

_responsrbﬂrty is to express an op1n1on on these financial statements based on our aud1t

We conducted our audit i in accordance W1th audrtlng standards generally accepted in the Un1ted j

States of America. 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 bas1s evidence supporting the amounts and disclosures in - “
~ the financial statements. - An. audrt also includes assessrng the- accouniting principles used and

51gn1ﬁcant estimates made. by management, as well as evaluatmg the overall ﬁnanc1a1 statement
presentatron We beheve that our aud1t prov1des a reasonable ba51s for our opmlon

In our- oprmon the ﬁnanc1a1 statements referred to above present farrly, in all matenal respects -

) the financial position -of Leader Capital Corporation at June 30, 2002, and the results of its
operatrons and its-cash flows for. the year then ended, in conformity w1th accountrng principles
. generally accepted in the Umted States of Amenca , '_

7 Our audrt ‘was conducted for the purpose of formmg an oprnron on the basic. ﬁnanc1a1 statements’. -
takeri as a whole. ‘The 1nformatlon included in the accompanying supplementary information is - .
presented for purposes of additional analysis and is not a required. part of the ‘basic financial
statements, but is supplementary information” requ1red by Rule 17a-5 under the Securities and
_ Exchange Act of 1934. This information is the respon51b1hty of the Company's management. -
~ 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 when’ consrdered '

: 1n relatlon to the basrc ﬁnancral statements taken as a whole
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. -TOTAL ASSETS

LEADER CAPITAL CORPORATION

BALANCE SHEET

J une 30 2002

wAssETs .

‘ CURRENT ASSETS

"~ Cash and cash equivalents -
_‘Receivables from clearing orgamzatlon :
: Prepald expenses ‘

TotaI current ass_ets‘ _ |
OTHER ASSETS

Investments cost basis of $1 0, 000
. Due from afﬁhate o =

T .Total‘other assets "'

LIABILITIES AND STOCKHOLDER EQUITY

' CURRENT LIABILITIES

Income taxes payable -
Deferred income taxes'

T otal current liabilities

STOCKHOLDER EQUITY ;. :
Common stock — authonzed 1 OOO shares ofno
- par value; issued and outstandmg 100 shares
Addltlonal pald in capital. '
Retained earnings . ,
' Accumulated other comprehenswe income- net unreahzed loss}:, L

) 'Total stockholder equ1ty

'TOTAL LIAB‘ILITIES‘ AND STOCKHOLDER EQUITY -

- Auditors' report and

notes to financial statements
‘ : 4- .

$ 121,864

61,522

1.150

184,536

027 .

_70.568

71495

$ 8139
. 6283

_ 14,422

1,000
144,773
104,909

T (0073)

241600
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LEADER CAPITAL CORPORATION

STATEMENT OF INCOME

For the year ended June 30 2002

REVENUES

~* Commissions ‘
Investment income " -
Managed account fees

‘ Total reven'ues L

Lo _OPERATING EXPENSE.

- Broker dealer 11censes and reglstratlon »"
-Commission and clearing fund .. .-
. Other expenses :
, Total operating expenses .',
. Income from'opevrat‘ions ot
OTHER INCOME (EXPENSE)

Insurance i 1ne0me c
' User‘ fee income

o ‘Management fee

"‘,"Commlssmns ‘
" Occupancy fees .
, Proﬁt sharmg expense

Lo

Total other income. (expense) o

NET INCOME BEFORE INCOME TAXES

o INCOME TAX PROVISION

NET INCOME

| OTHER COMPREHENSIVE INCOME NET OF TAX .

Unreahzed ]oss on securities

TOTAL COMPREHENSIVE INCOME

- -See auditors' réport and
notes to financial statements

:_5__ .

"$ 210,005
549012

5802

766619

9830
21,017

35061

731358

360,000 -
© 725,000
©(633,734)
(360,117)
© (542,426)

| _(153.250)
L (604,527)

- 126,831

21922

104,909

iy |



LEADER CAPITAL C()RPORATION
STATEMENT OF CHANGES IN STOCKHOLDER EQUITY

~ Balance at Juné 30, 2001
- Reorganization - -

' Sto‘clgAP'ufehaée »

Netincome- - -

Accumulated other

‘comprehensive income @

Balanice at June 30, 2002

,' : ‘;.‘For the year ended June 30 2002 ‘“

‘ , Addltlonal
Common .- Pald in Retamed

Other

- Comprehensive

. Accumulated -

 _Stock Capltal - Earnings

144 773 AR

104909

Income .

S(B308) .

quél

136 465‘, .
1 ooo

104 909,.‘ |

(765)

g

_ae9)

51000 $ 144773 § 104909

. See-auditors' report and |
‘notes to financial statements -+

. -6-

(9.073)
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LEADER CAPITAL CORPORATION
STATEMENT OF CASH FLOWS

For the year ended J une 30 2002

CASH FLOWS FROM OPERATING ACTIVITIES |

~ ' 'Seeauditors'report and -
- notes to financial statements

_7_ ‘

8 104,900

Net income
’ Adjustments to’ reconc1le net income to net cash
' used by operating activities:
© (Increase). decrease n assets , .
:Receivables from clearmg orgamzatlon 4,562
Receivables from afﬁhate : (70,568)
Prepaid expernses - 469 -
~ Increase (decrease) in 11ab111t1es
- Income taxes payable - 8,139
- Deferred income taxes - - .6.283
- Net cash used by operating activities T (5L115)
CASH FLOWS FROM FINANCING ACTIVITIES - : R B ,
. “Sale of stock ' - - 1000
 Net cash pr0v1ded by ﬁnancmg act1v1t1es ‘ - 1,000
‘ vNET INCREASE IN CASH 54,794
' CASH TRANSFERRED IN REORGANIZATION 67070
| "CASH END OF YEAR 5121864



LEADER CAPITAL CORPORATION
STATEMENT OF CASH FLOWS contmued

For the year ended June 30 2002

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION ,

Schedule of non- cash mvestmg and’ ﬁnancmg transactlons

. Unreahzed loss on 1nvestments held avallable for salev $ - 765 R |

Assets transferred under the plan of reorgamzatlon L :
Cash - el . o8 67,070

-~ Accounts receivable . - R T 66,084
" . Prepaid expenses - - R DI 1,619
Investments ‘ S - ' o 1,692
| T‘ota]‘aSSet’s ,"7 " o SRR o § 1364 5
Stockholderscqmty k . AT B S
Additional paid in éapital . .~ . . $ 144,773
Accumulated other comprehensrve income - L 1(8.308)
Total stockholders equlty ‘ P o f 3 $' 13’@,4@; -

Supplemental D1sclosure of Cash Flow Informatlon N

o Cashpald durmgtheperlod formcometaxes ‘ " s 7,500 -

.o “ See auditors' report.and’
notes to financial statements

-8-



~ basis. Drfferences between trade date and settlement date if any, are not si gnlﬁcant

\

LEADER CAPITAL CORPORATION
NOTES TO THE FINAN CIAL STATEMENTS

J une 30 2002

- SUMMARY OF SIGNIFICANT ACCOUNTIN G POLICIES

' "BUSINESS ACTIVITY o ' o

o ‘,Leader Capital Corporation (the "Company") is an Oregon corporatlon formed in 1997 In 1999
- the Company registered with both ‘the Secur1t1es and’ Exchange Commission and the National -

" Association of Securitiés Dealers, Inc.. as a broker/dealer, pursuant to the relevant provisions of

the Securities Exchange Act of 1934 as amended. On July 1,.2001, ‘the Company- reorganized

- _into. two separate -entities comprrsed of a broker/dealer (Leader Capital Corporatron) and a-
o _management and-advisory entlty (Leader Capltal Investments Inc) as descnbed in the related
o party transactlons footnote

‘ CASH AND CASH EQUIVALENTS S : ' S
~ For purposes of the statement of cash ﬂows the Company consrders cash and cash equ1valents to.. .
- include all time deposns money market accounts, repurchase. agreements and. highly- liquid
~ investments purchased. with origirial maturlt1es of three months or less at the date of purchase.
B At June 30 2002 cash balances mcluded approx1mately $67 OOO in money ‘market funds

SECURITIES TRANSACTIONS

Security. transactions and related ‘commission, revenue and expense are. recorded on a trade date :

-

‘Fees for managed accounts are recelved quarterly, but are, recognlzed as earned over the term of

the contract

 INCOME TAX o ~ -
. v,Income taxes are provrded for the tax effects of transact10ns reported in the ﬁnan01al statements
and consist of taxes currently due ‘plus deferred taxes. * Deferred - taxes are provided for the -
. temporary differences in basis of the Company' s assets and liabilities and their reported amounts.
' These differences relate prmc1pally to the income recognition differences of the-accrual method
- used for financial reportlng purposes and ‘the cash method’ used for income tax reporting -
purposes. Deferred tax assets and. liabilities are determined based on the enacted rates that are
- expected to be in effect when these drfferences are expected to reverse. Deferred tax expense or
benefit is- the result of the changes in the deferred tax assets and liabilities. . -

See auditors' report - -
S 9 - ,
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LEADER CAPITAL CORPORATION
NOTES TO THE FINAN CIAL STATEMENTS

June 30 2002

'USE OF ESTIMATES : ‘ . : , :
The preparation . of financial statements 1in, accordance w1th generally accepted -accounting -

principles requires management to make estimates and assumptions that affect certain reported .

: amounts and dlsclosures Accordmgly, actual results could dlffer from those estlmates

RECEIVABLES FROM CLEARING ORGAN IZATION S
Receivables from clearing’ organization represent amounts owed to the Company by its clearm g .

' »-agent First Allied’ Securltres at June 30 2002

g ‘INVESTMENTS : .
'The Company is an investor in an investment partnershlp The Company has elected to classxfy
| its irivestment partnershlp holdlng as held to maturity. and reports this investment at fair value,
“with unreahzed gain and losses excluded from earnings and reported as a- separate component of

equity. (See related party footnote dlsclosure) The unreahzed losses on: mvestments 1nc1uded as '

a separate component of equrty was $9, 073 as of June 30, 2002

Fair Market 7 U‘nre_alized

. Cost_ L Value‘ __Loss
,:Investment partnersnip' 810,000 s 97§ (9073)

See audltors report
10 '
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LEADER CAPITAL CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

June 30 2002

. INCOME TAXES

. For the year ended June 30, 2002 the Company s. income tax prov1s1on cons1sts of the followmg
: components . : » : '
o . 2002
- Current i 1ncome tax expense P S - -
" Federal A o s 11,328
State ‘f‘ T L 4311
- < 15639
‘Deferred i mcome tax expense (beneﬁts) - S S
. Federal = o S 5,194
' ._'State, P T o e 1,089
6283
'Ineome-tax-'p‘rovision. L o B 8 2192

The net deferred tax hab111t1es and assets in. the accompanymg balance sheet at June 30, 2002 ,

~ include the following components :

2002

Current g S e S ‘ . ,
Deferred fax 11ab111t1es o - T $ 7,371
‘ v;‘Defelrec‘lﬂtax assets. - - o R 1,088
S N g :gs i :

| Taxes prov1ded differ from’ the federal effective rates for ‘the period - ended June 30, 2002 °
“primarily due to timing dlfferences that result from using the accrual method for accountlng for ‘
. book purposes ‘and the cash method for 1ncome tax purposes ’ :

: . See auditors' report R
o211 -



LEADER CAPITAL CORPORATION
NOTES TO THE FINAN CIAL STATEMENTS

J une 30 2002

RELATED PARTY TRANSACTIONS . : : A
The stockholder of the Company also owns a maJorrty 1nterest in a related entrty, Leader Capltal

"~ Investments; Inc. (Leader Investments) This ent1ty provrdes ‘the Company with professional -
'management and investment adv1sory services. The Company advances funds under

uncollateralized rece1vables to the related entity. The receivables are non-interest bearing and

~ totaled $70,568 as of June 30, 2002. Management of the Company believes all receivables will -+ -
- be collected and therefore no provision for doubtful accounts has been made.

- ‘Le_ader Investments proyrdes ‘managementrser_vwes\ to Vthe Company.’ -Management fee expense. - . .
- for the year ended June 30, 2002 totaled $633,734. Leader Investments also is reimbursed by the - -
‘Company for its share of lease and related office expenses. For the year ended June 30, 2002.
‘occupancy fees totaled $542,426. Leader Investments pays Leader Capital Corporation a user
fee for the management rights to their clients. - For the year ended June 30, 2002 user fee income- -
 ‘totaled $725,000. In addition, Leader, Capital Corporation pays Leader Investments a. profit

sharmg expense based upon net income carned by the broker/dealer: activities. For the year

. ended June 30,-2002, profit sharmg expense totaled $153,250. Leader Capital Corporation also f ‘

agreed to. broker specrﬁc transactions for Leader Invéstments. One such transaction occurred

. durmg the year ended June 30, 2002 which resulted in' commission expense at $360,117.

" The Company is the general partner in Leader Partners II L P. The lrmlted partnersh1p investsin
‘ ‘various securities classified as trading securities. ‘The. Company manages the limited partnership
- and receives nominal commissions. ‘The Companys investment in Leader Partners 11, L P. was:
$10; OOO and had a fair market Value of $927 at June 30, 2002 -

CONCENTRATION OF ‘CREDIT RISK ‘
“For the year ended June 30, 2002, three customers’ represented approx1mately $540,000 of the

Company's commission revenue. ‘Revenues from the customers accounted for. 36%, 21% and

: 15% of the Company s total comm1ss1on revenue.

NET CAPITAL

‘The Company is subJect‘to the Un1form Net Caprtal Rule (the "Rule") adopted by the SEC,

which. requires the maintenance of minimum net capital to be greater than 1/ 15" of aggregate
indebtedness or $5,000 under Rule 15¢3-1(a)(2).” At June 30, 2001, the Company has net capital
and required net caprtal of $168 964 and $5,000, respectively, and a ratio of aggregate
indebtedness to net cap1tal of .09 to l Net capltal and requrred net caprtal may ﬂuctuate ona

’ da1lybasrs o

S‘ee‘ aud‘itors" report .
a12e
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LEADER CAPITAL CORPORATION

June 30 2002

NET CAPITAL

- Total s;ockhold’ef equ1ty IR
Less nonallowable assets:
_‘Due from affiliate -
Prepald expenses
Total nonallowable assets
© Tentative net capital -
~ Less haircuts on sechrities:'

Net Cap1tal

. Y‘AGGREGATE INDEBTEDNESS

Total 11ab111t1es from balance sheet

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS:‘

' Mmunum net capltal required .
: Ex,cess net eapital‘ SR
“Excess-of capital at 1000% B

Ratlo of aggregate 1ndebtedness to net capltal

RECONCILIATION WITH COMPANY’S COMPUTATION

Net capital, as reported in Company S Part IIA o
(unaudlted) Focus Report :
> Additions to retained earnmgs for aud1t ad]ustments
'  primarily related to: ‘
~Tax-accrual .
_Correction of an error

© Net capltal per above

, See‘aﬂdi’tors"report '
13-

"'; COMPUTATION OF NET CAPITAL UNDER RULE 15 C3 1

- $ 241,609

70,568

1150

71718

169,891

B (927)

L@,&“

$ 182,835

(14,422)
551



LEADER CAPITAL CORPORATION

EXEMPTION FROM RESERVE REQUIREMENTS UNDER
FERE A RULE15C31

‘Jun,e 30,‘ 2002

. :EXEMPTIVE PROVISIONS

'The Company is exempt from the prov1s1ons of Rule 15c3 3 under the Secuntres Exchange Act 3

of 1934, in that the Companys activities are limited to those set. forth in the condmons for

: exemptlon appearmg in paragraph (k)( 1)(11) in the Rule

- See augi‘tvors' report
-14- -



o o INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL

REQUIRED BY SEC RULE 17a-5

"To the 'Board'_o'f-Directors .‘ |
Leader Capital Corporation . "

»Portland Oregon

o In plannmg and performmg our audlt of the ﬁnan01a1 statements of Leader Capltal Corporatron- .

for the year ended June 30, 2002, we cons1dered its internal control structure, including control

- activities for safeguardmg securrtres in order to determme our auditing procedures for the
. purpose:of expressing our op1n1on on the ﬁnanc1al statements and not to provide assurance on
- the internal control structure. : - :

Also as requlred by Rule 17a-5(g)(1) of the Securltles and Exchange Commrssron we have ~
* made a study of the practrces and procedures followed by Leader Capital Corporation that we

con51dered relevant to the obJectrves stated- in Rule '17a-5(g), in making the periodic

'computauons of aggregate mdebtedness and net caprtal under Rule 17a-3(a) (11) and for -
determining comphance with the exemption provisions of Rule 15¢3-3." We did not review the N
practices and procedures followed by the Company (1) in making the quarterly securities - .-

examination, counts, verifications and comparisons, and the recordation of differences required

by Rule 17a-13 or (2) in complying. ‘with the requirernents 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 securlty accounts for customers or perform custod1a1 :

functlons relatmg to customer secuntles

_ The management of the Company is respon81b1e for estabhshmg and mamtarnmg an internal
" control . structure - and practlces and procedures referred to in the preceding paragraph In
fulfilling this responsibility, estimates and judgments 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 Securities and Exchange 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 responsrblhty are - safeguarded against loss from
_‘unauthorlzed usé or disposition and that transactions. are executed in accordance with

management’s authorization . and recorded properly to permit the preparation of financial -
statements in accordance with generally ‘accepted ‘accounting. priniciples. Rule 17a-5(g) hsts )

- addrtlonal objectives of the practlces and procedures 11sted in the’ precedmg paragraph

Because. of mherent 11m1tat10ns in any 1nterna1 control or the practices and procedures referred to

. above, misstatements due to error or fraud. :may, occur and not be detected. Also, projections of
. any evaluation of the internal control or of such practlces and procedures to future periods are -
“subject to the risk that they may become madequate because of changes in conditions or that the -

degree of comphance w1th the practlces or procedures may. deterrorate :
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- ‘-Page 2

: To the Board of Drrectors o

Leader Capltal Corporanon
August 23, 2002 '

Our consrderatron of the Company s, internal control would not necessarrly drsclose all matters in.

the Company's internal control that might be material weaknesses under standards established by

~the Amencan Instltute of Certified Public Accountants .A’ material weakness is a condition'in- . .

which the design or operation of one or more of the 1ntemal control components does not reduce
to a relatively low. level the-risk that mlsstatements caused by error or fraud 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 employées in the normal course of performing their assrgned

- functions.. However, we noted no matters involving the Company's internal control and its -

operation, mcludmg control. activities for safeguardmg secuntres that we consrder to be materral

Weaknesses as deﬁned above

. We understand that practrces and procedures that accomphsh the obJectrves 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 regulatrons and that

practices and procedures that do not accomphsh such objectives in all material respects, indicate a
material 1nadequacy for such purposes. . Based on-this understanding .and on our study, we\ y

~ believe that the Company’s practrces and procedures were: adequate at June 30, 2002 to meet the
o Commrssron S obJectrves C » : '

Thrs report is mtended solely for the 1nformat1on and use of the Board of Drrectors ‘management,
tHe. Securities and Exchange Commission, the. Natlonal Association of Securities Dealers, and

~other regulatory agencies which rely on Rule 17a-5(g) under ‘the Securities Exchange Act of

1934 in their regulation of registered brokers and dealers, ~and is not 1ntended to be and should'

not be used by anyone other than these specrﬁed partres :

Loterm e e Assec., wiP

YAugust 23 2002



