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AUDITED FINANCIAL STATEMENTS

RP&C INTERNATIONAL (SECURITIES) INC.
NEW YORK, NEW YORK

December 31, 2002
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INDEPENDENT AUDITOR’S REPORT

Board of Directors
RP&C International (Securities) Inc.
New York, New York

We have audited the accompanying statement of financial condition of RP&C
International (Securities) Inc. as of December 31, 2002, and the related statements of income, changes in
shareholder’s equity and cash flows for the year then ended that you are filing pursuant to rule 17a-5
under the Securities Exchange Act of 1934. 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 U.S. 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 RP&C International (Securities) Inc. as of December 31, 2002, and the
results of its operations and its cash flows for the year then ended in conformity with U.S. generally
accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements, taken as a whole. The information contained in Schedules I, II and III 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 of the Securities 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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HALL, KISTLER & COMPANY LLP
Canton, Ohio
February 25, 2003
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STATEMENT OF FINANCIAL CONDITION

RP&C INTERNATIONAL (SECURITIES) INC.

December 31, 2002

ASSETS
Cash $ 79,759
Accounts receivable:
RP&C International, Inc. 227,255
Organization costs — net of $13,420 accumulated amortization 6,000
$ 313,014
LIABILITIES AND SHAREHOLDER’S EQUITY
LIABILITIES
Accounts payable:
Trade $ 3,000
3,000
SHAREHOLDER'’S EQUITY
Capital stock:
Common, $1 par value:

1,000 shares authorized, 1 share issued and outstanding 1
Additional paid-in capital 184,999
Retained earnings 125,014

310,014
$ 313,014

See notes to financial statements.



STATEMENT OF INCOME

RP&C INTERNATIONAL (SECURITIES) INC.

For the year ended December 31, 2002

REVENUES
Investment advisory fees $ 185,000
Miscellaneous income 18,000
Interest 981
203,981

EXPENSES
Administrative expenses 88,000
Legal fees 5,610
FINOP fees 18,000
Accounting and auditing 1,900
NASD membership costs 872
Conferences and training 500
Miscellaneous 34
114,916
INCOME BEFORE INCOME TAX 89,065
Income tax - current 13,300
NET INCOME $§ 75,765

See notes to financial statements.



STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

RP&C INTERNATIONAL (SECURITIES) INC.

For the year ended December 31, 2002

Balance at January 1, 2001
Net income
Balance at December 31, 2002

See notes to financial statements.

ADDITIONAL TOTAL
COMMON PAID-IN RETAINED SHAREHOLDERS'
STOCK CAPITAL EARNINGS EQUITY
$ 1 $ 184,999 $ 49,249 $ 234,249
- - 75,765 75,765
$ 1 $ 184,999 $ 125,014 $ 310,014




STATEMENT OF CASH FLOWS

RP&C INTERNATIONAL (SECURITIES) INC.

For the year ended December 31, 2002

Cash flows from operating activities:

Net income $ 75,765
Changes in assets and liabilities:

(Increase) in accounts receivable (72,218)
(Decrease) in accrued expenses (500)

Net cash provided by operating activities 3,047

Net increase in cash 3,047

Cash at beginning of year 76,712

Cash at end of year $ 79,759

See notes to financial statements.



NOTES TO FINANCIAL STATEMENTS

RP&C INTERNATIONAL (SECURITIES) INC.

December 31, 2002

NOTE A - ORGANIZATION AND NATURE OF BUSINESS
RP&C International (Securities) Inc. (the “Company”) is a registered broker/dealer
in New York and is a member of the National Association of Securities Dealers
(NASD). The Company is a wholly-owned subsidiary of RP&C International, Inc.
(“RP&C, Inc.”). The Company receives income related to private placements of
securities to U.S. investors. It also provides investment banking and advisory
services.

NOTE B - ACCOUNTING POLICIES
The Company uses the accrual method of accounting.

The Company considers all highly liquid investments with maturities of three
months or less at the date of acquisition to be cash equivalents.

Organization costs consist of legal and other fees incurred in drafting and formation
of documents such as bylaws and articles of incorporation. Amortization was
computed using the straight-line method over a five-year period.

Membership in the NASD is carried at cost. Management accesses impairment
from time to time, and no write-down was necessary as of December 31, 2002.

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets, liabilities, revenues and expenses. Actual
results could differ from those estimates.

The Company and RP&C, Inc. file a consolidated Federal income tax return.
Federal income tax expense is calculated utilizing the current enacted tax rate of
RP&C, Inc. (15%). The Company records its share of the consolidated income tax
expense (benefit) and that amount is either remitted to or received from RP&C, Inc.



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE C - TRANSACTIONS WITH RELATED PARTY
During 2002, RP&C, Inc. was charged $15,000 in investment advisory fees and

paid expenses of the Company totaling $29,085. Amounts receivable from RP&C,
Inc. as of December 31, 2002 are $227,255, net of $13,300 income tax payable.

NOTE D - MAJOR CUSTOMERS

The Company had commission income from two customers amounting to $120,000
and $50,000, respectively, that comprised 83% of total revenues for the year ended
December 31, 2002.

NOTEE - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission (SEC)
Uniform Net Capital Rule (rule 15¢3-1) which requires the maintenance of $5,000
minimum net capital as a broker who does not carry customers’ accounts. The SEC
requires that the ratio of the aggregate indebtedness to the net capital shall not
exceed 15 to 1. As of December 31, 2002, the Company had net capital, as defined,
of $76,759, which was $71,759 in excess of its required net capital of $5,000, and
the net capital ratio, as defined, was .039 to 1.




SCHEDULE I

COMPUTATION OF NET CAPITAL UNDER SEC RULE 15¢3-1

RP&C INTERNATIONAL (SECURITIES) INC.

December 31, 2002

NET CAPITAL
Total shareholder’s equity qualified for net capital $ 310,014

Deduct nonallowable assets:
Accounts receivable:

RP&C International, Inc. (227,255)
Organization costs — net of $13,420 accumulated
amortization (6,000)

NET CAPITAL $§ 76,759

TOTAL AGGREGATE INDEBTEDNESS $ 3,000

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS

Minimum net capital required $ 5,000
Excess net capital at 1,500% $ 71,759
Ratio: Aggregate indebtedness to net capital .039t0 1

10



SCHEDULE II
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER SEC RULE 15¢3-3

RP&C INTERNATIONAL (SECURITIES) INC.

December 31, 2002

The Company operates under SEC Rule 15¢3-3(k)(2)(i) (the Customer Protection Rule), clearing
all transactions on a fully disclosed basis through its clearing firm and therefore does not hold
customer funds, safe-keep customer securities or have any customer accounts.

11



SCHEDULE Il
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER SEC RULE 15¢3-3

RP&C INTERNATIONAL (SECURITIES) INC.

December 31, 2002

The Company operates under SEC Rule 15¢3-3(k)(2)(i) (the Customer Protection Rule), clearing
all transactions on a fully disclosed basis through its clearing firm and therefore does not hold
customer funds, safe-keep customer securities or have any customer accounts.

12
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Board of Directors
RP&C International (Securities) Inc.
New York, New York

In planning and performing our audit of the financial statements of RP&C
International (Securities) Inc. for the year ended to December 31, 2002, we considered its
internal control, including control activities 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 internal control.

Also, as required by rule 17a-5(g)(1) of the Securities Exchange Commission
(“SEC”), we have made a study of the practices and procedures followed by RP&C International
(Securities) Inc. that we considered relevant to the objectives stated in rule 17a-5(g) in making
the periodic computations of aggregate indebtedness (or aggregate debits) and net capital under
rule 17a-3(a)(11) and by rule 15¢3-3(e). We also made a study of the practices and procedures
followed by the Company in making the periodic computations of aggregate indebtedness and
for determining compliance with the exemptive provisions of rule 15c¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions relating
to customer securities, we did not review the practices and procedures followed by the Company
in any of the following:

1.  Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

The management of the Company is responsible for establishing and maintaining
internal control and the practices 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 controls 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 SEC’s above-mentioned objectives. Two of the objectives of internal control 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

BKR
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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 U.S. 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 internal control or the practices and procedures
referred to above, errors or fraud 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 internal control 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 the specific internal control components does not reduce to a
relatively low level the risk that 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
employees in the normal course of performing their assigned functions. However, we noted the
following matter involving the control environment, and its operation that we consider to be a
material weakness as defined above. This condition was considered in determining the nature,
timing, and extent of the procedures to be performed in our audit of the financial statements of
RP&C International (Securities) Inc. for the year ended December 31, 2002, and this report does
not affect our report thereon dated February 25, 2003. The Company has one bookkeeper who
signs all checks, makes most deposits, and reconciles the bank account. We believe that the lack
of segregation of duties is a material weakness due to the limited number of employees.

We understand that practices and procedures that accomplish the objectives
referred to in the second paragraph of this report are considered by the SEC 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 December 31, 2002, to
meet the SEC’s objectives.

This report is intended solely for the use of management, the Board of Directors,
the SEC, 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 intended to
be and should not be used by anyone other than these specified parties.
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HALL, KISTLER & COMPANY LLP
Canton, Ohio
February 25, 2003
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HALL, KISTLER & COMPANY LLP
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Board of Directors
RP&C International (Securities) Inc.
New York, New York

No material differences existed at December 31, 2002 between the audited
computation of net capital to the corresponding unaudited computation for RP&C International
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HALL, KISTLER & COMPANY LLP
Canton, Ohio

February 25, 2003
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