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SCHENKER & ROSENBLATT, L.L.C.
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HACKENSACK, NJ 07601-6328

INFO@SandRCPAS.COM (201) 525-1222 . WWW.SandRCPAS.COM
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INDEPENDENT AUDITORS' REPORT

To the Members of;
Thor Capital, LLC

We have audited the accompanying balance sheet of Thor Capital, LLC as of December 31, 2003, and the
related statements of income, changes in stockholder'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 auditing standards generally accepted in the United 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 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 Thor Capital, LLC as of December 31, 2003, and the results of its operations and its cash flows
for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The Supplemental Schedule 1, required by Rule 17a-5 of the Securities and Exchange
Commissian, on page 10 is presented for the purpose of additional analysis and is not a required part of
the basic financial statements. 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.

PR TN iee

Hackensack; NJ Schenker & Rosenblatt, LLC
February 5, 2004 Certified Public Accountants



Thor Capital, LLC
Balance Sheet

December 31, 2003

Current assets:
Cash
Due from clearing brokers
Securities owned at market value
Prepaid expenses
Total Current assets

Property and equipment:
Furniture, fixtures and equipment
Accumulated depreciation

Total Property and equipment - net

Other assets:
Web site development
Accumulated amortization
Total Other assets

Total Assets

Current liabilities:

Accounts payable and accrued expenses

Broker commission payable
Capital lease obligations
Total Current liabilities

Members’ equity

Total Liabilities and Members' equity

Assets

Liabilities and Members' equity

$ 69,559
157,920
125,422

1,020

353,921

243,163

(144.,541)
98,622

60,175
(60,175)

$ 452,543

$ 53,717
18,593

5,758

78,068

374,475

$ 452,543

See accompanying notes to the financial statements



Thor Capital, LLC
Statement of Income
For the year ending December 31, 2003

Operating revenue:

Commissions (net of clearing charges of $135,042) $ 1,139,868
Net realized and unrealized gains on securities sales and positions 16,503
Interest and dividends : 3,306
Other ' 9,800

Total Operating revenue 1,169,577

Operating expenses , :
Commissions ' 241,989

Research 180,064
Professional fees ‘ 149,402
Staffing, employee compensation and benefits 141,832
Marketing and conferences . 132,083
Occupancy and equipment rental , : 93,720
Communications and market data : 91,521
Office ‘ 54,034
Depreciation and amortization 48,992
Travel ' 41,025
Other _ ) 9,858
Interest 678
Total Operating expenses _ ' 1,185,298
Net income (loss) $ (15,721)

See accompanying notes to the financial statements



Thor Capital, LLC
Statement Of Changes In Members' Equity
For the year ending December 31, 2003

Members' equity @ January 1, 2003 s v $ 448,546
Net income - (15,721)
Members' capital contributions 150,000
Members' capital distributions , : (208,350)
Members' equity @ December 31, 2003 v $ 374,475

See accompanying notes to the financial statements



Thor Capital, LLC
' Statement Of Cash Flows
For the year ending December 31, 2003

Cash flows from operating activites:
Net income (loss) :
Adjustments to reconcile net income to net cash
provided (used) by operating activities:
Depreciation and amortization
Changes in operating assets and liabilities:
(Increase) decrease in:
Due from clearing brokers
Due from employee
Prepaid expenses
Increase (decrease) in:
Accounts payable and accrued expenses
Broker commissions payable

Net cash provided (used) by operating activities
Cash flows from investing activities:

Purchases of securities

Purchases of equipment and furniture and fixtures

Repayments on notes receivable - related parties

Net cash provided (used) by investing activities
Cash flows from financing activities:

Principal repayments of capital lease obligations

Members’ contributions

Members' distributions

Net cash provided (used) by financing activities

Net increase (decrease) in cash
Cash, beginning

Cash, ending

Supplemental Cash Flow Information

Cash paid for: Interest

($15,721)
48,992

2,386
17,500
(1,020)

27,910
18,593

98,640
(125,422)

(9,787)
115,000

(20,209)

(6,208)
150,000
(208,350)

(64,556)

13,875
55,684

$ 69,559

3 678

See accompanying notes to the financial statements



Thor Capital, LLC
Notes To Financial Statements
December 31, 2003

NOTE 1 - DESCRIPTION OF THE COMPANY

The Company is a limited liability company which was organized in the state Delaware on June 18, 1998.
The Company acts as an introducing broker to engage in equity securities transactions for its customers.
The Company is registered as a broker-dealer in securities with the Securities and Exchange Commission
(the “SEC") and became a member of the National Association of Securities Dealers, Inc. on February 11,
1999.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Commission revenues and expenses are generally recorded on a settlement-date basis.
Securities owned are valued at market value.

Furniture, fixtures and equipment are recorded at cost. Depreciation is computed using the straight-line
~ method over the estimated useful lives of the assets.

Website development costs are amortized using the straight-line method over a three year period.

No provision for federal and state income taxes has been made since, as a limited liability company, the
Company is not subject to income taxes. The Company's income or loss is reportable by its Members on
their individual tax returns. The Company is however, responsible for city unincorporated busmess tax and
prowsmn has been made for such. ‘

The carrying amounts of cash, current assets and current liabilities are a reasonable estimate of fair value.
The preparation of financial statements in conformity with generally accepted accounting principles require
management to make estimates and assumptions that affect the reported amounts of assets and liabilities

at the date of the financial statements and the reported amounts of revenues and expenses during the
reported period. Actual results could differ from those estimates.

NOTE 3 — RECEIVABLE FROM CLEARING BROKER

The clearing and depository operations for the customers’ securities transactions are provided by one
clearing broker pursuant to a clearance agreement.

The Company has agreed to indemnify its clearing broker for losses that the clearing broker may sustain
from the customer accounts introduced by the Company. At December 31, 2003, these accounts were
fully collateralized by securities owned by the customers.

At December 31, 2003, the receivable from clearing broker represents cash maintained at the clearmg
broker and fees recelvable from the clearing broker. _



Thor Capital, LLC
Notes To Financial Statements
December 31, 2003

NOTE 4- CAPITAL LEASE OBLIGATIONS

The Company has entered into lease for office equipment. The lease is classified as capital and
accordingly, assets have been capitalized and have the following book value at December 31, 2002:

Capitalized cost — equipment $19,378
Accumulated depreciation 17.118)
Net book value 2,260

The‘ following is a schedule of the minimum payments required under the leases together with their present
value at December 31, 2003:

2004 $5,857
Less: Amount representing interest 99

Present value of minimum lease payments  $5.758

Interest expense under capital lease obligations for the year ended December 31, 2003 was $666.

Based on current borrowing rates, the fair value of the capital lease obligations approximates their carrying
amounts. ‘

NOTE 5 — OPERATING LEASE

The Company has a sublease agreement for office space expiring on July 15, 2004. Minimum future
lease payments are as follows:

2004 | 40,328

Rent expense for the year ended December 31, 2003 amounted to $83,730.

. NOTE 6 — NET CAPITAL REQUIREMENT

The Company is a registered broker-dealer and, accordingly, is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (15¢3-1), which requires the maintenance of minimum net capital of
8-2/3% of aggregate indebtedness, as defined or $100,000, whichever is greater. At December 31, 2003,
the Company had net capital of $156,298 which was $56,298 in excess of its required net capital of
$100,000. '



Thor Capital, LLC .
Notes To Financial Statements
December 31, 2003

NOTE 7 — RELATED PARTY TRANSACTIONS

Thor United Corp. performs quantitative and industry research for the Company. The Company has
paid $165,327 to Thor United Corp during 2003 for this service.

Fifth Avenue Research & Advisory Group, Inc. (Fifth Avenue) performs certain administrative, back
office, paralegal, computer, staffing and other supporting services. Fifth Avenue was paid $99,382 in
2003 for providing such services to the Company.

Thor Asset Management, Inc., an investment adviser to institutions and high net worth individuals, also
performed industry research services for the Company. Thor Asset Management, Inc. was paid $2,300
in 2003 for providing such services. '
In addition, the Company along with Thor United Corp. have sponsored various conferences throughout
the year as a way to promote its corporate image and obtain exposure to perspective institutional clients
and high net worth individuals worldwide. :

All entities noted above are related to the Company by virtue of common management.

NOTE 8 — FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

In the normal course of business, the Company enters into various equity transactions as an agent. The
execution, settlement, and financing of those transactions can result in off-balance sheet risk of loss not
reflected on the accompanying balance sheet.

The Company is exposed to off-balance sheet risk of loss on unsettled transactions between trade date
and settlement date in the event clients and other counter parties are unable to fulfill contractual
obligations.

The Company’s policy is to continuously monitor its exposure to market and counter party risk through
the use of a variety of financial, position, and credit exposure reporting and control procedure. In
addition, the Company has a policy of reviewing the credit standing of each broker/dealer, clearing
organization, client and/or other counter parties with which it conducts business. The Company monltors
the market value of collateral and requests and receives additional collateral when required.
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‘ Thor Capital, LLC
Supplemental Schedule |
. Computation Of Net Capital Pursuant To
. Uniform Capital Rule 15¢3-1
' December 31, 2003

Members' equity
Non-aliowable assets

Net capital before haircuts
Haircuts on securities

Net capital

Minimum capital requirements of the greater of 6.23%
aggregate indebtedness of $78,068 or $100,000

Excess net capital

Ratio of aggregate indebtedness to net capital

Aggregate indebtedness

Accounts payable and accrued expenses, broker commissions payable and capital
lease obligations '

Total aggregate indebtedness

Reconcilialion of net capital:

Net capital as reported in company's unaudited part 1A
of the Focus Report

increase in haircuts
Audit adjustments relating to:
“Increase in accrued expenses

Increase in capital lease obligations

Net capital per report pursuant to Rule 17a-5 (d)

374,475

199,864

174,611

18,313

156,298

100,000

56,298

S0t 1

78,068

78,068

174,592

(6,446)

(11,182)
(666)

156,298

See the accompanying notes to the financial statements
10
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SCHENKER & ROSENBLATT, L.L.C.

CERTIFIED PUBLIC ACCOUNTANTS
411 HACKENSACK AVE.
HACKENSACK, NJ 07601-6328

INFO@SandRCPAS.COM (201) 525-1222 WWW.SandRCPAS.COM

FAX (201) 525-1004

To the Members of:
Thor Capital, LLC

We have audited the financial statements of Thor Capital, LLC for the year ended
December 31, 2003 and have issued our report thereon dated February 5, 2004. As part of
our audit, we made a study and evaluation of the Company's internal control structure to the
extent we considered necessary to evaluate the system as required by generally accepted
auditing standards. The purpose of our study and evaluation, which included obtaining an
understanding of the accounting system, was to determine the nature, timing and extent of
the auditing procedures necessary for expressing an opinion on the financial statements.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission
(SEC), we have made a study of the practices and procedures followed by the Company in
making the periodic computations of aggregate indebtedness and net capital under SEC
Rule 17a-3(a)(11), and the procedures for determining compliance with the exemptive
provisions of Rule 15¢3-3. We did not review the practices and procedures followed by the
Company in making quarterly securites examinations, counts, verifications and
comparisons, and the recordation of differences required by SEC Rule 17a-13 or in
complying with the requirements for prompt payments for securities under Section 8 or
Regulation T of the Board of Governors of the Federal Reserve System, because the
Company does not carry security accounts for customers or perform custodial functions
relating to customer securities. During the year ended December 31, 2003, the Company
was in compliance with the conditions of its exemption from Rule 15¢3-3 and no facts came
to our attention to indicate such conditions had not been complied with during the year.

The management of the Company is responsible for establishing and maintaining an
internal control structure 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 control 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 Commission's above men-
tioned objectives. 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 responsibility are' safeguarded against loss from
unauthorized use 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 principles. SEC Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding

~ paragraph.

Because of inherent limitations in any internal accounting control procedures or the
practices and procedures referred to above, errors or irregularities may nevertheless 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
degree of compliance with them may deteriorate. '

Our study and evaluation made for the limited purpose described in the first paragraph
would not necessarily disclose all material weaknesses in the structure. Accordingly, we do
not express an opinion on the internal control structure of Thor Capital, LLC taken as a
whole. However, our study and evaluation disclosed no condition we believed to be a
material weakness. :

We understand that practices and procedures that accomplish the objectives 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
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 under-
standing and on our study, we believe that the Company's practices and procedures were
adequate at December 31, 2003, to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and
Exchange Commission, and the National Association of Securities Dealers, Inc. and should
not be used for any other purpose. ) "

ek fé% Rosenlatt, LLC.

Hackensack, New Jersey Schenker & Rosenblatt, LLC
February 4, 2004 Certified Public Accountants



