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L.C. FORLENZA CPA P.C.
1214 West Boston Post Road — Suite 140
Mamaroneck, New York 10543

Tel: 914.834.8175 e-mail:louise_crystal@msn.com
Fax: 914.381.1679

INDEPENDENT AUDITOR'S REPORT
February 3, 2004

To the Board of Directors
Marco Polo Securities, Inc.
139 Centre St.,

New York, New York

I have audited the accompanying statement of financial condition of Marco Polo
Securities Inc., a wholly-owned subsidiary of Marco Polo Network Ltd., as of

December 31, 2003, and the related statement of income, changes in stockholders' 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. My responsibility is to express an opinion on these
financial statements based on my audit.

I have conducted my audit in accordance with generally accepted auditing standards.
Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatements. 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. I believe that my audit provides a reasonable basis for my
opinion.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Marco Polo Securities Inc., as of December 31, 2003
and the results of its operations and its cash flows for the year then ended in conformity
with generally accepted accounting principles.

X G Ao CRUPE




Marco Polo Securities, Inc.
STATEMENT OF FINANCIAL CONDITION
As of December 31, 2003

ASSETS

Cash
TOTAL ASSETS

LIABILITIES & STOCKHOLDERS' EQUITY

Other Current Liabilities
Total Liabilities

EQUITY
Common Stock
Paid in Capital

Retained Earnings - January 1, 2003
Net Income

Retained Earnings - December 31, 2003
Total Equity

TOTAL LIABILITIES & STOCKHOLDERS' EQUITY

$ 78,288
5 78288

&

5,467

&

5,467

$ 80,704
116,404

§ 197,108

$ (145,516)
21,229

$ (124,287)

§ 72,821
$ 78,288
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Marco Polo Securities, Inc.
STATEMENT OF INCOME
January 1, 2003 through December 31, 2003

Revenues

Fees $ 231,101
Total Revenues $ 231,101
Expenses

Compensation and Related Salaries & Wages $118,300
FICA & Medicare 9,050
Federal Unemployment 282
NY State Unemployment 1,632
NASD Registrations 3,831
US Licenses 200
State and Local Taxes 455
Payroll Expenses 1,020
Market Data Services 10,535
Consulting/Corporate Finance 12,000
Professional Development 1,495
Bank Charges 308
Office Expense and Supplies 760
Rent & Other Related Expenses 18,720
Hardware Maintenance 1,500
Service Providers 600
Travel & Entertainment 28,778
Disability Insurance 14
Food 210
Telephone 181
Interest Expense 1
Total Expenses $ 209,872

Net Income S 21,229

F-4




STATEMENT OF

Balance, January 1, 2003
Cash Contributions

2003 Net Income

Balance, December 31, 2003

Marco Polo Securities, Inc.
CHANGES IN STOCKHOLDERS' EQUITY
As of December 31, 2003

Retained Common Preferred Additional Total
Earnings Stock Stock Paid-in
Capital
$ (145,516) $ 80,704 - $ 90,724 $§ 25912
25,680 25,680
21,229 21,229
$ (124,287) $ 80,704 - § 116,404 § 72,821




Marco Polo Securities, Inc.

STATEMENT OF CASH FLOWS
January 1, 2003 through December 31, 2003

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Decrease in Other Current Asset
Decrease in Current Liabilities
Increase in Other Current Liabilities

Net cash provided by Operating Activities

"CASH FLOWS FROM FINANCING ACTIVITIES
Increase in Paid in Capital

Net cash provided by Financing Activities

Increase in Cash
Cash at Beginning of the Year

Cash at End of the Year

F-6

$ 21,229
12,571
(4,000)

2,642

$ 32,442

$ 25,680

$ 25,680

$ 58,122

20,166

$ 78,288
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NOTES TO FINANCIAL STATEMENTS

NOTE 1: NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Marco Polo Securities Inc. (the “Company”), formerly Devine Securities Inc., is a wholly-
owned subsidiary of Marco Polo Network Ltd. (the “Parent Company”). Marco Polo Network
Ltd. purchased Devine Securities Inc. on October 9, 2001. The Company is registered as a
broker-dealer with the Securities and Exchange Commission (SEC) and the National
Association of Securities Dealers (NASD).

Income Tax Status

The Company, with the consent of its stockholder, has elected to be a C-corporation under the
Internal Revenue Code.

Cash and Cash Equivalents

The Company considers all highly liquid debt instruments purchased that are not held for
sale in the normal course of business to be cash equivalents at the mark of market value.

. Use of Estimates

‘The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of
the financial statements. Actual results could differ from those estimates.

NOTE 2: CAPITAL STRUCTURE

Common Stock

The common stock is valued at $80,704.
NOTE 3: NET CAPITAL REQUIREMENT

As of December 31, 2003, the Company's net capital was $72,821 compared with the minimum
net capital requirement of $5,000. Under the rule, aggregate indebtedness may not exceed
1,500% of net capital. At December 31, 2003, the Company's ratio of aggregate indebtedness
amounted to 0% of net capital.
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L.C. FORLENZA CPA P.C.

1214 West Boston Post Road — Suite 140
Mamaroneck, New York 10543

Tel: 914.834.8175 e-mail:louise_crystal@msn.com
Fax: 914.381.1679

February 3, 2004

To the Board of Directors
Marco Polo Securities, Inc.
New York, New York

In planning and performing our audit of the financial statements and supplemental schedules
of Marco Polo Securities, Inc., a wholly-owned subsidiary of Marco Polo Network Ltd. for the
period from January 1, 2003 to December 31, 2003, 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 the internal control.

Also, as required by the rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures 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 for determining compliance with the exemptive
provisions of Rule 15¢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 of prompt payments 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 judgements 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 asses whether those practices and procedures can be
expected to achieve the SEC’s above-mentioned policies. Two of the objectives of internal
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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 unauthorized use or disposition and those 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. 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 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 internal
control 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 and operation of the specific internal control components does not reduce to a relatively
low level of 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 no
matters involving internal control, including control activities for safeguarding securities that
we consider to be material weaknesses as defined above.

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 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, 2003 to
meet the SEC’s objectives.

This report is intended solely for the use of the Stockholder, management, the SEC, the
National Association of Securities Dealers Inc., and other regulatory agencies that rely on Rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers
and dealers, and should not be used for any other purpose.

KL CHPL
L. C.FORL

ENZA CPA,P.C.




COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

As of December 31, 2003

NET CAPITAL:

Total Stockholders' Equity from the
Statement of Financial Condition

Additions / Deductions and or Changes

TOTAL NET CAPITAL

Minimum Net Capital Required
Excess Net Capital Required

Excess Net Capital at 1000%

AGGREGATE INDEBTEDNESS

Total Aggregate Indebtedness Liabilities from the
Statement of Financial Condition

Ratio of Aggregate Indebtedness to Net Capital

$ 72,821

572,821

0 %

F-9
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STATEMENT PURSUANT TO RULE 17a-5 (d)(4)
December 31, 2003

Reconciliation with Company’s computation (included in part ITA of form x-17 A-5 as of
December 31, 2003)

Net Capital, a Reported in Company’s Part ITA

(unaudited) FOCUS Report $ 72,821
Audit adjustments to Increase Accrued Liabilities $ -
Net Capital Per Above $72.821

STATEMENT IN CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

During the period from January 1, 2003 to December 31, 2003 there were no liabilities
subordinated to claims of general creditors.

STATEMENT PURSUANT TO EXEMPTIVE PROVISION
UNDER RULE 15¢3-3

The Company is currently exempt from the requirement to maintain a “Special Reserve
Account for the Exclusive Benefit of Customers” under provisions of SEC rule 15¢3-3 based

upon Paragraph k(2)(ii) of the Rule.




