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- DEMETRIUS & COMPANY, LLC.
CERTIFIED -PL‘JBLIC’ACCOUNTANTS ‘ : '
INDEPENDENT AUDITORS’ REPORT
Tothe Board of Directors and Stockholder of |

‘ _Abacus_lnternationél Capital Corp.

‘We have auditéd_ the accompanying statement of financial condition of Abacus international

- Capital Corp. (the “Company”) (a wholly owned, subsidiary of Abacus Federal Savings Bank) as

~ of December 31, 2005 and the related statements of operations, changes instockholder"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. o E ‘ ‘

" 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 consideration of internal -control over financial reporting as a basis for

. designing auditvprocedures’that are appropriate in the circumstances, but not for the purpose of | .

expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. . Accordingly, we express no such opinion. 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 opinibn,_the financial statements referred to above present fairly, in all material res.pec'ts,r

| _the financial position of Abacus international Capital, Corp. at December 31, 2005, 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 conducted for the purposé of forming an opinion on the basic financial statements

taken as-a whole. The information contained in Schedule | 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 under 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. | : : -

brssTiic  Comramg Al

'DEMETRIUS & COMPANY, LL.C.

February 23, 2006 : _ _ BT
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ABACUS INTERNATIONAL CAPITAL CORP.’Z‘, R

STATEMENT OF FINANCIAL CONDITION

YEAR ENDED DECEMBER 31 2005 E - :

L ',”ASSE,TVS?‘

Cash
~ Clearing deposnts -at market )
‘Investments

Stock warrants -
- Receivable from’ Parent .
Prepald msurance

* LIABILITIES AND STOCKHOLDER'S EQUITY - -

g Liabilities: - . ,
Accrued expenses

Loan payable to Parent

' Stockholders equaty
Common stock - no par value S
200 shares authorized, |ssued and outstandmg .
Addltlonal paid-in capltal v
Def|C|t

" Toatl Stckholder's Equity -

* The accompanying notes are an integrai part of the financial statements.”

| $ 294255

103,551

74,248,000

T 3,300
© 172,441

‘ 15,348 .-

$ 4,836,895

0§ 24850

4,248,000

500
- 869,375

(305,630) -

" '564.245

$. 4,836,895



ABACUS INTERNATIONAL CAPITAL CORP,,_ I}-

} STATEMENT OF OPERATIONS

o .yz_-:AR ENDED DECEM_B_ER 31,‘20_05,

Revenues
Commlssmns
" Interest and dividends

Expense: -
- “Interest expense -
~ Employee compensat:on and beneﬁts
- "Administrative expenses
Payroll taxes : :
Exchange and clearance fees ~
" Insurance . 2
" Professional fees
. Deprematlon )
‘Dues and subscriptions
Quotes . .
i‘Other expenses

- Loss Before Income Tax . -
". Income Tax Benefit = .’

 Net Loss

The accompénying notes are an i_ntegraI part of the financial statements.

s e
120280 .

<0 132,197

116,466
67,529
21,000

. 5434
124,459
15,505
3,000
195

© 4,044

" 1,519 -

798

250,949

(127,752)

. .--58,127

$  (69,625)



L

ABACUS INTERNATIONAL CAPITAL CORP
‘ .;‘.STATEMENT OF CHANGES IN STOCKHOLDER S EQUITY Lot =

YEAR ENDED DECEMBER 31 2005

. ‘Addiional - -
"~ Common "~ Paid-In .
Stock . . Capital (Deficit) -~ Total

. Balance, January 1,2005 © $' © 500,  $ 494,375 " $(236,005). § 258870
Netloss " ‘

Additions - ... 375000 . - 375000

ST (eee2s) T (69,625)

" ‘Balance December 31,2005 ~ $ 500  $ 869,375  $(305630) $ 564,245

. j’he aqéompanying notes a(e ah integral p'a‘rt.claf‘ the financial statém-e'nts.‘




ABACUS INTERNATIONAL CAPITAL CORP

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2004

Cash ﬂows from operatmg actlvmes
“Net. loss - g

Adestments to reconcile net loss to net cash
used in operatlng actrvmes ‘
Deprematron . .
(lncrease) decrease in operatlng assets

Deposits with cleanng broker ‘
- Receivable from Parent
.. Prepaid assets = -
Increase (decrease) in operatmg Inabllmes
Accrued expenses - S
‘ Due clearance broker

' Net ﬂca‘sh used by operating ac{iVities o

: Net cash used by mvestlng actuvmes
"Purchase of mvestments ‘

Cash flows from fmancmg actrvrtles
Stockholder's contribution
.Loan payable - Parent .. -
Net cash f)reyi'dej‘d‘ by' financing aetivities -
o Increase' in Cash ;
Cash at begmmng of year
: Cash at end of year :

. vSuppIemental cash flow drsclosure
’ Expenses paid by Parent '

The accompanying notes are an integral part of the financial state'men,ts"

g (69,625) |

195
27,952
(58,127)
849

23,945,

 (17.403)
R (92,214) -

375,000

4,248,000

- 4623000

282,786

11,469

5 58127

(4,248,000




ABACUS INTERNATIONAL CAPITAL CORP
| NOTES TO FINANClAL STATEMENTS

; DECEMBER 31 2005

| V‘NOTE 1- ORGANIZATION AND NATURE OF BUSINESS
'_Abacus lnternatronal Capltal Corp (the Company) is a broker dealer reglstered wuth the""‘
'Secuntres ‘and Exchange - ‘Commission -(SEC) ‘and " is a member -of the National

Assomahon of Securities Dealers (NASD) The Company was incorporated on March

’»'15 1993 in the State of New York and marntalns an offlce ln New York Clty

T The Company rs engaged in a smgle l|ne of busmess as a secuntles broker- dealer that |

- comprises agency- transactions. The Company acts as a.broker-dealer and is exempt

from Securities and Exchangée Commrssron Rule 15c3 3 under paragraph k(2)(ii) since it:
j uses other securlty flrms for cleanng oo

o Secuntres transactions are cleared through Pershlng LLC pursuant to an agreement. ‘
. between the Company and Pershing. - Customers are introduced and cleared on a fully .~

disclosed - basrs The Company is not responsible for compliance with Section 4(c)of -

Regulation T of the Board of Governors of the Federal Reserve System because Lo

Pershlng as defrned by such rules carnes all customer accounts
NOTE 2 SIGNIFICANT ACCOUNTING POLICIES
‘Securltres Transactlons

o ;Proprretary secuntles transactlons in regular way trades are recorded on the trade date.

* Profit and loss arising from all securities transactions entered into for the account and

_ risk of the company are recorded on trade date. Customers securities transactions are:
‘reported on settlement basrs wrth related commlssron mcome and expenses reported on ..
atrade date basrs TR : : : o

“_AUse.of Estlmates

_The preparatlon of ﬂnancral statements in conformlty wrth accountrng pnncrplesv .

generally accepted in the United States of America, requires management to make e

~ estimates and assumptions that affect the reported amounts of assets' and liabilities and‘ .
“disclosure of assets ‘and- lrabllltles at the date of the fmancral statements and’ the
reported amounts of revenues and expenses durlng the reporttng penod Actual results o
- could differ from those estlmates - '

R .Commlssrons :

_Commlssmns and related cleanng expenses are. recorded on a trade date basrs as
'_secuntles transactlons occur : , : -




ABACUS INTERNATIONAL CAPITAL CORP.}-‘_‘ "
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2005

o NOTE 2 SIGNIFICANT ACCOUNTING POLICIES (contmued)
"lncome Taxes / - | o

, lncome taxes are’ calculated and recognlzed as of the date of fmancual statements i
. gutrllzmg currently enacted tax laws and rates. o

L Statement of Cash Flows

For purposes “of the Statement of Cash Flows the Company ‘has defined cash
’ equrvalents as highly liquid mvestments with’ onglnal maturities of less then ninety days,

~ and if they-are not held for sale in the ordinary course of business. ' Deposits in banks

L may at times exceed FDIC msurance Irmlts ‘To mrtrgate thls nsk weII quallfred fmanmal e
_|nst|tutrons are utrllzed o L

{Depreclatron

. Deprecratron is. prov;ded ona strarght -line baS|s for. frnancral reportlng purposes and the;_
. modrfled accelerated cost recovery system for federal rncome tax purposes - '

- Fmanclal Instruments

. The carrylng amount’ of cash deposnts wrth the clearlng house and accrued expenses :
, -approxmates fair value due to the short matunty of these mstruments -

) ‘New Authorrtattve Accountmg Pronouncemenis

":AThe Company does not antrc1pate the adoptlon of recently |ssued accountlng"_j.\

. pronouncements- to have a significant effect.on the Companys results of operations,
_ﬂnanmal posmon or cash flows ' ' : . 4

_‘;l'nve’S'tmen'ts“are"c’:arried at cost, wthh approximates ma‘rhet-“value. o
) NOTE 3 RELATED PARTY TRANSACTIONS

. The Company has an agreement wrth lts Parent whereby the Parent |ncurs and. pays all -

.of the overhead and administrative costs. The amount of $21 000 was allocated to thel

. Company in 2005 See Notes 6 and 7 for other related party transactrons




| ABACUS INTERNATIONAL CAPITAL CORP |
i S NOTES TO FINANCIAL STATEMENTS
ST o f DECEMBER 31, 2005. 'f‘._ T
NOTE 4 CONTINGENCIES | |
: ‘vThe Company engages in various tradrng and brokerage actrvrtres on’an agency basrs ,

.__through a clearing broker. In connection .with- these  activities, - unsettled customer
transactrons may expose the Company to off-balance risk in the event the customer is,

unable to fulfill his contractual obligation: Srgnrflcant credit exposure may also resuIt |nsf .

fthe event that the clearrng broker is unabIe to fulfrll its: contractual obhgatron L

| ‘NOTE 5 NET CAPITAL REQUIREMENTS

: The Company is a member of the NASD and is subject to. the Secuntres and Exchange-. FVRN .

Commrssron Uniform Net Capltal Rule. (SEC rule 15¢3- 1). This rule prohibits a firm from

‘engaging in securities transactions ‘at a time when its aggregate mdebtedness

o exceeds 15 times its “net capital”, as those terms are defined. by the rule, and when a -

firm’s net capital falls below a requrred ‘minimum . net capital”; whrch limit is set wrthln'v o
- the rule. The Company is required to-maintain minimum net caprtal of $5 000. ‘As’ of )
\_._December 31 2005 the Company had net caprtal of $368 156 ‘

| o NOTE 6 - INCOME TAXES (BENEFIT)

o For the year ended December 31 2005 the tax beneflt is comprrsed of the foIIowrng

Currentfederal taxes _. | $43,436 |
. Current state taxes .~~~ -~ 14,691
'TotatBeneﬁt' o sssaar

. ,The Company is. mcluded in the Parents consolrdated tax return filing with the- Internal‘

:- Revenue- Service and the combined. filing with the New York State Department of

- Finance.- Accordrngly, the Company's share of the.benefit is. allocated to-it. As of

December 31, 2005, the accumulated benefit amounted to $172 441 represented as .,

| '-;;_“Recervable from Parent in the Statement of Condrtlon T

: NOTE 7= INVESTMENTS AND LOAN PAYABLE TO PARENT

Investments of $4 248 OOO at December 31, 2005 oonsrst of forty three (43) Certrfrcates~f E

- of Deposit held in various thrift institutions throughout the United States. They have one
- year terms. and pay approxrmater 4% interest per annum. ._In order to purchase the

CDs, the Parent lent the Company funds equal to the amount of the investment, with ..
- interest. due equal to the ‘interest income earned As the CDs mature in 2006 the

‘ Company will repay the Ioan




' . Total aggregate indebtedness .. L L s

ABACUS INTERNATIONAL CAPITAL CORP

COMPUTATION OF NET CAPITAL UNDER RULE 15c3 1

OF THE SECURlTlES AND EXCHANGE COMMISSION o

DECEMBER 31 2005

o Total ewne'rshiple‘quiw o 8

- Deductlons :
' Non-allowable assets: -
" Receivable from Parent
" Stock warrant
Prepaid’ expenses -
Fldellty bond deductsble m excess of $5 000

172,441

564,245

. 3.300.

115,348
' 5000

Total non- aIIowabIe assets

o ~Net capit_al before.hawcuts on securvities‘bosit.ions‘ '

" Haircuts on securities positions

' 196,089

368,156

368,156

4,272,650

"M_inim‘um, net capital redUired (6;2/3‘79)' g SR 3

284,986

- Minimum dol!rar',netrcapEi‘ta}" ' o S _ B

5,000

‘Excess heteapiial o o R N

363,156

(59,109)-

_-'ExcessnetcapltalaHOOO% - s

-1161%

- Percentage of aggregate mdebtedness to net capltal

The above computatlon does not dlffer matenally from the December 31 2005 calculatlon
of net capltal filed electromcally by-the Company on FOCUS Form X- 17A—5 Part HA.

SCHEDULE |




o rND‘EPE_NDENT:AuonoRsﬁ' REPORT oN‘ INTERNAL CONTROL

: ‘To the Stockholder of Abacus Internatronal Capltal Corp

In pIannrng and performrng our audrt of the frnancrat statements and supplemental )
*. schedules of Abacus International Capital. Corp. (the “Company”), for the year ended -

- December 31, 2005; ‘we’ considered its internal control, ‘including. control activities for
: ‘safeguardrng secuntres in‘order to determine our auditing procedures for the.purpose of

expressing .our: oprnron on the flnancral statements and not to provrde assurance on .- -

mternal control

Also as requrred by rule 17a 5( )(1) of the Securrtres and Exchange Commlssron
(SEC) we have made a study of the practrces and procedures followed by the

- Company- mcludrno tests of such practices and procedures that we considered relevant

. “to the objectives stated in rule 17a-5(g) in making the- perrodrc ‘computations of ..

aggregate mdebtedness (or aggregate debits) and net caprtal under rule 17a-3(a)(11) f

-~ and for determrnlng compliance with the exemptive provisions of rule 15¢3-3. Because ‘
L the Company does not carry securrtres accounts for customers or perform custodial -

- functions. relating. to customer securities, we . did- not revrew the practrces and' I
' procedures foIIowed by the Company in any of the foIIowmg : ,

S R Makrng quarterly secuntres examrnatrons counts venfrcatrons and
S }comparrsons = - : :

2 ‘ _<"‘:‘Recordatron of drfferences requrred by Rule 17a 13
| 3. Complyrng wrth the requrrements for prompt payment for securltles under

- Section 8 of Federal Reserve Regulatron Tof. the Board of Governors of .
" the Federal Reserve System ' S ~

. The management of the Company is. responsrble for establrshlng and marntarmng S
“internal control and the practices and procedures referred to in- the preceding. = . -

| paragraph In fulfrllrng thrs 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
- unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of fi nancral_
fstatements in conformrty wrth us. generally accepted accountrng prrncrples R

-10-




3 "_-15;: .

: Rule 17a 5( ) lists addrtronal objectrves of the practrces and procedures lrsted rn the:
o ~.preced|ng paragraph l _ . oL

Because of rnherent lrmrtatrons in mternal control or the practrces and procedures""; l

referred to above ‘error’or fraud may occur and not be detected. Also, projection of any.
. evaluatron of them to- future -periods is subject to the risk that they may become
- inadequate because of. changes in condrtlons or that the effectrveness of their desrgn Lo

, and operatron may deterrorate

o Our consrderatlon of mternal control would not necessanly drsclose all matters in.

- internal control that mrght be material weaknesses under standards established by the.]'

"~ American. Institute of Certified Public Accountants A material weakness is a condition

Cin which the design or operation of the specific internal control. components does not . .

reduce to a relatively low level the risk that. misstatements caused by 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 -
. performrng their assigned functions. . However, we noted no matters involving internal’
. control, including control activities, for. safeguardrng securrtres that we consrder to be'f

: -materral weaknesses as defrned above

o We understand that practrces and procedures that accomplrsh the objectrves 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 purposés. Based on this.

B ‘_ '}understandrng and on our study, we believe that the Companys practices and*

'procedures were adequate at December 31 2005, to meet the SEC S objectrves

' Thrs report is intended solely for the- mformatlon and use of the stockholder the Board '

) of Directors, management, the SEC, the’ National Assocratron of Securities Dealers, and. -
other regulatory agencies that rely on rule 17a- 3(9) under the Securities Exchange Act . .

f of 1934 in their regulation -of registered brokers and dealers and is not mtended to be‘ -

o .‘ and should not be used by anyone other than these specrfred partres

L DEMETRIUS & COMPANY L. L C.

- "Wayne New Jersey
‘ ?'.v‘February 23 2006
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