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OATH OR AFFIRMATION

I, Theodore Schofield , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Hyundai Securities (America), Inc. and Subsidiary ,asof
March 31 ,2005 , are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

ignature

Title

kind KSCHUS @
NOTARY PUBLIC, State of Naw York
Qualiioa i Naseats Cou
Commission Expires June 13, 1LZ00®
This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(1) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
(J) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation.
() An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent auditor's report on internal accounting control,

OO [ ERAOICOEAC B BRI

(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Hyundai Securities (America), Inc.

We have audited the accompanying consolidated statement of financial condition of Hyundai Securities (America),
inc. and Subsidiary as of March 31, 2005. This consolidated statement of financial condition is the responsibility of
the Company's management. Our responsibility is to express an opinion on this consolidated statement of financial
condition 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
consolidated statement of financial condition is free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the consolidated statement of financial condition. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall consolidated statement of financial condition presentation. We believe that our audit of the
consolidated statement of financial condition provides a reasonable basis for our opinion.

in our opinion, the consolidated statement of financial condition referred to above presents fairly, in all material
respects, the consolidated financial position of Hyundai Securities (America), Inc. and Subsidiary as of March 31,
2005, in conformity with accounting principles generally accepted in the United States of America.

New York, New York
April 29, 2005
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HYUNDAI SECURITIES (AMERICA), INC. AND SUBSIDIARY

CONSdLIDATED STATEMENT OF FINANCIAL CONDITION ¢

March 31, 2005

ASSETS
Cash and cash equivalents $ 142,697
Receivables from broker-dealers and clearing organizations,
including clearing deposit of $100,000 594,497
Securities owned, at market 6,064,658
Receivable from parent | 131,933
Accrued interest receivable 94,132
Other assets 923,749
$ 7,951,666

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Accounts payable and accrued expenses $ 15,578

Stockholder’s equity
Common stock, $.01 par value,
1,000 shares authorized,

100 shares issued and outstanding 1
Additional paid-in capital 19,999,999
Accumulated deficit (12,063,912)

Total stockholder's equity 7,936,088
$ 7,951,666

See accompanying notes to consolidated financial statements. 2




HYUNDAI SECURITIES (AMERICA), INC. AND SUBSIDIARY

NSOLIDATED FINANCIAL STATEMENTS

1. Nature of operations

Hyundai Securities (America), Inc. (the "Company") was incorporated on September 1, 1995, under the laws of the
State of Delaware, and commenced operations on March 26, 1996. The Company is registered as a broker-dealer
with the Securities and Exchange Commission (“SEC") and is a member of the National Association of Securities
Dealers, Inc. (‘“NASD”). The Company is a subsidiary of Hyundai Securities Co., Ltd. (the "Parent"), located in Seoul,
South Korea. The Company is principally involved in the brokerage of U.S. and Korean securities and also engages
in underwriting activities.

Hyundai Securities (America) Investment Advisors (*HSAIA”) is a wholly-owned inactive subsidiary of the Company.
At March 31, 2005, HSAIA had no assets and no liabilities, and no income or expenses for the year then ended.

2. Summary of significant accounting policies

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly-owned inactive subsidiary.
All significant intercompany balances and transactions have been eliminated in consolidation.

Cash and Cash Equivalents

The Company considers U.S. treasury bills with maturities less than 90 days and money market accounts to be cash
equivalents.

Securities Owned, at Market
Securities owned are valued at market and unrealized gains and losses are reflected in operations.
Translation of Foreign Currency

The Company's functional currency is the United States dollar. Assets and liabilities denominated in nonfunctional
currencies are translated into U.S. dollar amounts at the year end exchange rate. Purchases and sales of
investments, and income and expenses that are denominated in nonfunctional currencies are translated into U.S.
dollar amounts on the transaction date. Adjustments arising from currency translation are reflected in the statement
of operations.

The Company does not isolate that portion of the results of operations resulting from changes in foreign exchange
rates on investments from the fluctuations arising from changes in market prices of securities held. Such fluctuations
are included with the net trading and investment loss in the statement of operations.




' SECURITIES (AMERICA), INC. AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. Summary of significant accounting policies (continued)

Income Taxes

The Company complies with Statement of Financial Accounting Standards No. 109, “Accounting for Income Taxes”,
which requires an asset and liability approach to financial reporting for income taxes. Deferred income tax assets and
liabilities are computed for differences between the financial statement and tax bases of assets and liabilities, which
will result in taxable or deductible amounts in the future based on enacted tax laws and rates applicable to the periods
in which the differences are expected to affect taxable income. Valuation allowances are established, when
necessary, to reduce the deferred income tax assets to the amount expected to be realized.

Revenue and Expense Recognition From Securities Transactions
Securities transactions and the related revenues and expenses are recorded on a trade-date basis. Dividends are
recorded on the ex-dividend date and interest is recognized when earned.

Use of Estimates

The preparation of financial statements 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 consolidated financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

3. Securities owned, at market value

At March 31, 2005, securities owned, at market vaiue, consisted of the following:

Korean debt securities $ 2,078,657
U.S. Treasury bills 3,986,001
$ 6,064,658

]

4. Transactions with parent

Receivable from parent includes commissions due to the Company and balances resulting from securities trading in
the Company's brokerage account. Substantially all of the Company's commission income was derived from
transactions executed on the Parent's behalf. The Parent also provides clearing services for the execution of all
Korean security transactions.



ik

HYUNDAI SECURITIES (AMERICA), INC. AND SUBSIDIARY

ZNO"J'ES TO CONSOLIDATED FINANCIAL STATEMENTS

5. Income taxes

At March 31, 2005, the Company has reserved a deferred tax asset of approximately $3,438,000 comprised primarily
of the tax effect of capital loss carry-forwards that can only be used to offset capital gains. The federal, state and city
capital loss carry-forwards of approximately $7,446,000 can be carried forward 5 years and expire beginning in March
2006. Management of the Company has no assurance that the potential future benefit of these capital loss carry-
. forwards will be realized before they expire. Additionally, the Company has unrealized capital losses of approximately
$319,000 which are only deductible to offset future capital gains and can be carried forward five years from the year
of recognition.

The current year taxable loss can be carried forward 20 years for federal, state and city income tax purposes. At
March 31, 2005, the Company recorded a deferred tax asset of $1,119,000 which has been fully reserved by the
Company. The deferred tax asset is primarily attributable to approximately $2,706,000, $3,343,000, and
$3,364,000 of federal, state, and city, respectively, of net operating loss carry-forwards that expire beginning in
March 2021,

The Company's effective tax rate differs from the statutory rate due to the increase in the reserve in 2005 to fully
reserve the tax benefits of the Company’s net operating loss carry-forwards as realization of these benefits is not
certain.

6. Net capital requirement

The Company, as a member of the NASD, is subject to the Securities and Exchange Commission’s Uniform Net
Capital Rule (rule 15¢3-1), which requires the maintenance of minimum net capital. The Company has elected to
use the alternative method, permitted by the rule, which requires that the Company maintain minimum net capital,
as defined, equal to the greater of $250,000 or 2 percent of aggregate debit balances arising from customer
transactions, as defined. (The net capital rule also provides that equity capital may not be withdrawn or cash
dividends paid if resuiting net capital would be less than & percent of aggregate debits.) At March 31, 2005, the
Company had net capital of $4,797,376, which was $4,547,376 in excess of its required minimum net capital of
$250,000.

7. Exemption from Rule 15¢3-3

The Company is exempt from SEC Rule 15¢3-3 pursuant to the exemptive provisions under sub-paragraphs
(K)(2)()) and (ii), and therefore, is not required to maintain a *Special Reserve Bank Account for the Exclusive
Benefit of Customers”, as “all customer transactions are cleared through another broker-dealer on a fully disclosed
basis.”

8. Concentrations of credit risk

In the normal course of business, the Company's customer activities involve the execution, settlement, and financing
of various customer securities transactions. These activities may expose the Company to off-balance-sheet risk in
the event the customer or other broker is unable to fulfill its contracted obligations and the Company has to purchase
or sell the financial instrument underlying the contract at a loss.

The Company maintains its cash balances in various financial institutions. These balances are insured by the
Federal Deposit Insurance Corporation up to $100,000 per institution.

5
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HYUNDAI SECURITIES (AMERICA), INC. AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

9. Commitments and contingencies

The Company is obligated under a lease for its New York office space that expires in November 2008.

Future minimum annua! rental payments (exclusive of other charges as defined in the lease) are approximately as
follows:

Year ending March 31,

2006 $ 194,000
2007 197,000
2008 133,000

$ 524,000

Rent expense under this lease for the year ended March 31, 2005 was approximately $184,000.

10. Off-balance sheet risk

Pursuant to clearance agreements, the Company introduces all of its securities transactions to clearing brokers on a
fully-disclosed basis. All of the customers' money balances and long and short security positions are carried on the
books of the clearing brokers. In accordance with the clearance agreements, the Company has agreed to indemnify
the clearing brokers for losses, if any, which the clearing brokers may sustain from carrying securities transactions
introduced by the Company. In accordance with industry practice and regulatory requirements, the Company and the
clearing brokers monitor collateral on the customers' accounts.

In addition, the receivables from the clearing brokers are pursuant to these clearance agreements.




