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{b) Statement of Financial Condition

(¢] Statement of Income {loss)
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Report of Independent Accountants

To the Board of Directors of
U.S. Securities International Corp.

In our opinion, the accompanying statement of financial condition presents fairly in all material
respects, the financial position of U.S. Securities International Corp. (the “Company™) at September 30,
2002, in conformity with accounting principles geﬁerally accepted in the United States of America.
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 of this
statement in accordance with auditing standards generally accepted in the United States of America,
which require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement. An audit includes examining, on a
test basis, evidence suppbrting the amounts and disclosures in the statement of financial condition,
assessing the accounting principles used and significant estimates made by management, a;xd

evaluating the overall statement of financial condition presentation. We believe that our audit provides

a reasonable basis for our opinion.

November 5, 2002




U.S. Securities International Corp. 2
Statement of Financial Condition
September 30, 2002
Assets
Cash and cash equivalents, including $140,209
of money market mutual fund shares, at market value § 144,504
Receivable from brokers and dealers 8,082
Receivable from employees 40,182
Deferred tax asset. 69,610
Exchange membership, at cost (market value $160,000) 1
Other assets 18,900
Total assets $ 281,279
Liabilities and Stockholders' Equity
Liabilities
Accounts payable and accrued expenses $ 41,700
Stockholders' equity
Common stock, $1 par value
Nonvoting, authorized 10,000 shares; issued and outstanding 86 shares 86
Voting, authorized 10,000 shares; issued and outstanding 6 shares 6
Paid-in capital 10,146
Retained eamings 241,293
Less, advances to stockholders (11,952)
Total stockholders' equity 239,579
Total liabilities and stockholders' equity $ 281,279

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




U.S. Securities International Corp.
Notes to Statement of Financial Condition

1. Organization and Summary of Significant Accounting Policies

U.S. Securities International Corp. (the “Company”), was purchased from Fidelity Management and
Research Co. in 1974 by the operating personnel who have owned and operated the Company since
that date. The Company is a registered broker-dealer with the Securities and Exchange Commission
and the National Association of Securities Dealers, Inc. and is a member of the Chicago Board
Options Exchange (CBOE).

Cash and cash equivalents consist of cash and investments in short-term money market funds.
Furniture and equipment‘are fully expensed in the year acquired.

Other assets consist of non-marketable securities which are valued at cost.

The Company records all securities transactions on a trade-date basis.

The preparation of this statement of financial condition in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the statement of financial condition. Actual results could differ
from those estimates. :

2. Receivable from Brokers and Dealers

Receivable from brokers and dealers represents net commissions receivable from a clearing broker.
The same nationally recognized clearing broker acts as custodian for money market mutual fund
shares valued at $130,494 of the $140,209 of money market mutual fund shares at September 30,
2002.

3. Stockholders’ Equity - Regulatory Requirements

The Company is subject to the Securities and Exchange Commission (“SEC”) Net Capital Rule,
which requires that the ratio of aggregate indebtedness to net capital, as defined, shall not exceed 15
to 1. The SEC may require a reduction in, or prohibit the expansion of, a firm’s business activities if
the net capital ratio exceeds 12 to 1'or 10 to 1, respectively.

As of September 30, 2002, the Company had net capital of $106,680 as compared with the required
‘minimum net capital of $5,000. The ratio of aggregate indebtedness to net capital was .39 to 1.

The Company operates as an introducing broker by clearing all transactions with and for customers
on a fully disclosed basis with a clearing broker. Accordingly, the Company is exempt from the
requirements of SEC Rule 15¢3-3. Under its clearing agreement, the Company could ultimately be
held liable for the non-performance of its customers.

4. Income Taxes

At September 30, 2002, the Company had a deferred tax asset of $69,610, determined in accordance
with FASB Statement No. 109, Accounting for Income Taxes, which is attributable to net operating
loss carryforwards. A valuation allowance has not been placed against the deferred tax asset, as




-U.S. Securities International Corp.
Notes to Statement of Financial Condition

management believes that the benefit related to the deferred tax assets is more likely than not to be
realized.

The Company files its tax return on a June 30 fiscal year.
5. Leases
The Company entered into a lease for office space which expires on October 30, 2003. The lease

requires monthly rental payments of $3,084 and is subject to escalation based on taxes and other
costs. At September 30, 2002, future minimum payments were as follows:

For the Year Ended September 30 Lease
Payments

2003 ‘ $ 37,008
2004 _ 3.084

Total minimum lease payments $ 40.092

The Company rents property on a monthly basis from a firm owned by an officer of the Company.
The Company has an agreement to lease its seat on the Chicago Board Options Exchange. The lease

is cancelable at six-month intervals. Lease payments are based on the average fair market value of
the seat multiplied by a monthly interest factor.

6. Pension Plan

The Company has a qualified, self-directed, defined contribution pension plan covering all eligible
employees. \

7. Shafeholder Advances
In 1974, concurrent with the formation of the Company, the Company advanced $12,702 to the

shareholders under 4% demand notes. At September 30, 2002, shareholder advances net of
repayment was $11,952. All interest on the advances has been waived through September 30, 2002.




