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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Stockholder of

The Hina Group Inc

Palo Alto California

We have audited the accompanying statement of financial condition of The Hina Group Inc as of

December 31 2009 and the related statements of operations 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 Companys 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 consideration of

internal control over financial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose
of expressing an opinion on the effectiveness of the Companys

internal control over financial reporting Accordingly we express no such opinion An audit includes

examining on 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 reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of The Hina Group Inc as of December 31 2009 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 purpose
of forming an opinion on the basic financial statements taken as

whole The information contained in Schedules II and III is presented for purposes of additional analysis

and is not 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 whole

Stephen Wan Accountancy Corporation

Sunnyvale California

February 27 2010



THE HINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

Statement of Financial Condition

December 31 2009

ASSETS

Cash and cash equivalents 76265

Accounts receivable net 327184

Prepaid expenses 38117

Property and equipment net 33769

Deferred tax asset Options 50241

Security deposits
10711

Total assets 536287

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts Payable

Total liabilities __________________

Stockholders equity

Common stock $1 par value 10000000 shares

authorized 150000 issued and outstanding

Additional paid in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

205

205

150000

109526

276556

536082

536287

See accompanying notes to financial statements



THE HINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

Statement of Operations

for the Year Ended December 31 2009

Revenues

Fee income 952900

Interest income 21

952921

Expense

Compensation 436076

Rent 134450

Professional services 14641

Depreciation 11060

Dues and licenses 32463

Insurance 45637

Telephone 42800

Travel 68562

Tax other than income taxes 37412

Other expense 37458

860559

Income from operations 92362

Impairment expense on investment 70000

Income before provision for income taxes 22362

Income taxes expense 17964

Net income 4398

See accompanying notes to financial statements



THE HINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

Statement of Stockholders Equity

for the Year Ended December 31 2009

Total

Number Common Additional stockholders

__________________________
of shares stock oaid-in caital equity

Balance January 2009 as

previously reported

Prior-period adjustment

Intangible assets correction

Prior-period adjustment

deferred tax assets correction

Net Income

Balance December 31 2009
_______________________________________________________________

Retained

earninqs

150000 150000 109526 367651 627177

29360 29360

66133

4398

276.556150000 150000 109526

66133

4398

536082

See accompanying notes to financial statements



THE HINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

Statement of Cash Flows

for the Year Ended December 31 2009

Cash flows form operating activities

Net income loss 4398

Adjustments to reconcile net income

to net cash provided by operating activities

Depreciation 11060

Impairement loss of the investment 70000

Prior period adjustment deferred tax assets correction 66133
Decrease in accounts receivable 116375

Decrease in other assets 59704

Increase in prepaid expenses 38117
Decrease in other liabilities 16641
Decrease in income taxes payable 10700
Increase in accounts payable

205

Net cash used by operating activities 102599

Net change in cash and cash equivalents 102599

Cash and cash equivalents at beginning of year 178864

Cash and cash equivalents at end of year 76265

Supplemental cash flows disclosures

Income tax payments 24575

See accompanying notes to financial statements



THE HINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

for the Year Ended December 31 2009

NOTES TO FINANCIAL STATEMENTS

NOTE Business Overview

The Company

The Hina Group Inc the Company California corporation is broker-dealer registered under

the Securities Exchange Act of 1934 and member of FINRA The Company advises clients

regarding MA transactions and private placements primarily in the China and United States

communications and IT industries

The Company is 100% owned subsidiary of The Hina Group Holdings in George Town The

Island of Grand Cayman Cayman Island The Hina Group Holdings is comprised of the

following companies The Hina Group Inc Hina Group Beijing and Hina Group Singapore

NOTE Summaryof Significant Accounting Policies

Basis of Presentation

The accompanying financial data has been prepared using the accrual basis of accounting and in

accordance with the generally accepted accounting principles

Cash and Cash Equivalents

The Company defines cash equivalents as all higlily liquid investments with an original or

remaining maturity of three months or less at the date of purchase Cash and cash equivalents

primarily consist of cash deposited in checking and savings accounts

Fair Value of Financial Instruments

The canying amounts of certain of the Companys financial instruments including cash and cash

equivalents accounts receivable accounts payable accrued expenses and other liabilities

approximate fair value due to their short-term maturities

Income Taxes

We adopted accounting guidance for the computation of income taxes Deferred income tax assets

and liabilities are determined based on the difference between the financial statements and tax

bases of assets and liabilities and are measured using the currently enacted tax rates laws

Valuation allowances are established when necessary to reduce deferred tax assets to the amount

expected to be realized

Revenue Recognition

Revenue is recognized when service is performed There are two types of revenue which are

called retainer fees and success fees Retainer fees are called out in the Company and customer

engagement letter as non-refundable monthly fee for services these revenues are recognized as

invoices are issued Success fees are dependent upon completion of funding or an acquisition and

are not earned if the transaction is not success defined in the engagement letter The Hina



THE IIINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

for the Year Ended December 31 2009

NOTES TO FiNANCIAL STATEMENTS

Group Inc has service agreement with The Ilina Group Holdings its parent company which

allows it to bill its parent for all costs plus an eight percent profit margin where the eight percent

profit margin is based on transfer pricing study

Accounts Receivable

Accounts receivable are stated at net realizable value Given that the only accounts receivable of

the Company is its parent holding company an allowance for doubtful accounts would not be

deemed necessary

Property and Equipment

Property and equipment are stated at cost Depreciation is provided using the straight-line method

over the estimated useful lives of the respective assets generally three to seven years

Expenditures that extend the useful lives of assets are capitalized and maintenance and repairs are

expensed Gains and losses upon asset disposal are taken into earnings in the year of disposition

Use of Estimates

The preparation of fmancial 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 and the reported amounts of revenue and expenses during the reporting

period Actual results could differ from those estimates

Certain Risks and Concentrations

Present accounting standards require disclosure of concentrations of credit risk including bank

balances in excess of Federal Deposit Insurance Corporation FDIC guarantee At December 31

2009 the Company did not have bank balance in excess of FDIC guarantee

In 2009 The Hina Group Holdings accounted for 100% the total revenues

NOTE 3Prior-period Adjustment

At the time of the Company recorded the organization cost and start-up cost on 2003 and 2004 the

company amortized these costs over the estimated lives instead of expensing those cost during the

respective years Retained earnings at the beginning of 2009 have been adjusted to correct for this

error Had the error not been made accumulated retained earnings from 2003 to 2008 would have

decreased by $29360

At the time of the Company recorded the bonus tax expense on 2006 the Company had booked

$66133 in deferred tax asset instead of in tax expense on 2006 Retained earnings at the beginning

of 2009 have been adjusted to correct for this error Had the error not been made net income for

2006 would have decreased by $66133



THE HINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

for the Year Ended December 31 2009

NOTES TO FiNANCIAL STATEMENTS

NOTE Property and Equipment

Property and equipment consists of the following

Furniture and fixture 65699

Equipment 19117

Less Accumulated depreciation 51047

Net property and equipment 33769

We recorded $11060 of depreciation for year 2009

NOTE 5Impairment of cost-based equity method investment

In December 2005 the Company performed services in exchange for 100000 shares of Vweb

stock at $0.70 per
share Subsequent to the receipt of the stock the Company did not have

significant influence over the investee and the market value of the stock could not be readily

determinable

We periodically evaluated this cost-based equity investment by reviewing factors such as the

financial condition and current business trend of the issuer During 2009 we incurred $70000

charge within the statements of operations related to the write-off of our cost-based equity

investment that was determined to be impaired on other-than-temporary basis

NOTE 6-Income Taxes

The provision for income taxes consists of the following

Federal 16668

State 8089

Total current income tax 24757

We had $50241 of deferred tax assets as of December 31 2009 due primarily to temporary

differences between the book and tax basis of assets and liabilities

NOTE 7- Lease

The Company entered its operating lease agreement on September 2005 and the term of the lease

through December 31 2010 The Company does not renew lease agreement yet The landlord

holds securities deposit in the amount of $8645 The futhre minimum obligation under the

operating lease at year ending December31 2010 approximates $134959

Rent expense for the year ended December31 2009 was $134450



THE HINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

for the Year Ended December 31 2009

NOTES TO FINANCIAL STATEMENTS

NOTE Related Party Transaction

The Company is member of group of companies owned by or affiliated with The Hina Group

Holdings The relationships are as follows

Related Parties Relationship

Chen Hong Shareholder of The Hina Group Holdings

The Hina Group Holdings Cayman Island Shareholder of The Hina Group Inc

Hina Group Beijing Subsidiary of The Hina Group Holdings

Hina Group Singapore Subsidiary of The Hina Group Holdings

The significant transactions with the aforementioned parties are summarized as follows

Accounts receivable The Hina Group Holdings 327184

NOTE 9- Options granted

The Company granted 1770000 shares of common stocks in 2006 with exercise price $0.50 per

share The total Options cost during 2006 is $444085 With tax rate 40% total deferred tax asset

Options is 50241 as of December 31 2009

NOTE 10 Regulatory requirements

The Company is exempt from the provisions of Rule 15c3-3 of the Securities Exchange Act of

1934 reserve requirement for brokers and dealers in that the Company does not hold funds or

securities of customers and it promptly transmits all funds and delivers all securities in connection

with its activities as broker or dealer

Pursuant to the net capital provisions of Rule 5c3-1 of the Securities Exchange Act of 1934 the

Company is required to maintain minimum net capital as defined equal to the greater of $5000

or 6-2/3% of aggregate indebtedness Net capital and the related net capital ratio may fluctuate on

daily basis At December 31 2009 the Company had net capital of $75862 which was $70862

in excess of its net capital requirements of $5000



Supplementary Information



THE HINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

Schedule

Computation of Net Capital Pursuant to Rule 15C3-1 of the

Securities and Exchange Commission

As of December 31 2009

Net Capital

Total shareholders equity 536082

Add subordinated borrowings allowable for net capital

Total capital and allowable subordinated borrowings 536082

Deductions and/or charges

Nonallowabte assets

Receivable related party 327184

Prepaid expense 38117

Fixed asset 33769

Deferred tax asset 50241

Security deposits
10711

460022

Net capital before haircuts on securities positions 76060

Haircuts 198

Net capital
75862

Aggregate Indebtedness

Accounts payable
205

Total aggregate indebtedness 205

Computation of Basic Net Capital Requirement

Minimum net capital under rule 15c3-1a1i 14

Minimum net capital under rule 15c3-1a2i 5000

Required minimum net capital greater of 5c3-I a1 rule 503-1 a2i 5000

Excess Net Capital
70862

Excess Net Capital At 1000% 69862

Ratio Aggregate Indebtedness to Net Capital

Reconciliation with Companys Computation

Included in Part II of Form X-1 7A-5 as of December 31 2009

There were no material differences between the computation of net capital under Rule 150-1 in the above

computation and the corresponding unaudited part hA filing by the company for the year ended December 31

2009

11



THE HINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

Schedule II

Computation for Determination of Reserve Requirements Under Rule 15c3-3

of the Securities and Exchange Commission

As of December 31 2009

The Company is exempt from the provisions of Rule 5c3-3 under the Securities Exchanges Act of 1934 in that

the Companys activites are limited to those set forth in the conditions for exemption appearing in paragraph

k1 of the Rule

12



THE HINA GROUP INC

Wholly Owned Subsidiary of The Hina Group Holdings

Schedule Ill

Information Relating to Possession or Control Requirements Under

Rule 15c3-3 of the Securities and Exchange Commission

As of December 31 2009

State the market valuation and the number of items of

No

Customers fully paid securities and excess margin securities not Applicable

in the respondents possession or control as of the report date for

which instructions to reduce to possession or control had been

issued as of the report date but for which the required action was not

taken by respondent within the time frames specified under Rule

5c3-3

Number of items

Customers fully paid securities and excess margin securities for
NO

which instructions to reduce to possession or control had not been Applicable

issued as of the report date excluding items arising from temporary

lags which result from normal business operations as permitted

under Rule 15c3-3

Numberof items

The system and procedures utilized in complying with the

requirement to maintain physical possession or control of customers Applicable

fully paid and excess margin securities have been tested and are

functioning in manner adequate to fulfill the requirements of Rule

15c3-3

13



INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL STRUCTURE

REQUIRED BY RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

To the Board of Directors and Stockholder of

The Hina Group Inc

Palo Alto California

In planning and performing our audit of the financial statements of The Hina Group Inc the Company as of and

for the year ended December 31 2009 in accordance with auditing standards generally accepted in the United States

of America we considered the Companys internal control over financial reporting internal control as basis for

designing our auditing procedures for the purpose of expressing our opinion on the financial statements but not for

the purpose of expressing an opinion on the effectiveness of the Companys internal control Accordingly we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commissio.n SEC we have made study of

the practices and procedures followed by the Company including consideration of control activities for safeguarding

securities This study included tests of compliance with such practices and procedures that we considered relevant to

the objectives stated in Rule 7a-5g in making the periodic computations of aggregate indebtednss or aggregate

debits and net capital under Rule 17a-3a1 and for determining compliance with exemptive provisions of Rule

15c3-3 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

Making the quarterly securities examinations counts verifications and comparisons and the recordation

of differences required by Rule 7a-l

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation 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 SECs 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 managements authorization and recorded properly to permit the

preparation of fmancial statements in conformity with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above error of 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

control deficiency exists when the design or operation of control does not allow management or employees in

the normal course of performing their assigned functions to prevent or detect misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal control that is less severe than

material weakness yet important enough to merit attention by those charge with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the companys financial statements will not be prevented or

detected and corrected on timely basis

14



Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

would not necessarily identify all deficiencies in internal control that might be material weaknesses We did not

identify any deficiencies in internal control and control activities for safeguarding securities that we consider to

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 that do not accomplish such objectives in all

material respects indicate material inadequacy for such purposes Based on this understanding and our study we

believe that the Companys practices and procedures as described in the second paragraph of this report were

adequate at December31 2009 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the SEC and other

regulatory agencies that rely on Rule 17a-5g 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

Stephen Wan Accountancy Corporation

Sunnyvale California

February 272010
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