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OATH OR AFFIRMATION

John E. Iekas , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Leader Capital Corporation as of

June 30 20 03 , 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 soley as that of
a customer, except as follows:

OFFlCIALSEAL Mw i/(/Q(JLS M ,@MJ«V% QJL [

AEBY GJERSTAD ture
NOTARY FUBLIC-OREGON

COMMISSION NO. 369555 '
MYCOMMISSION EXPIRESJUNE 12, 2007 &S *W%« . JDo\OL .
e

This report** contains (check all applicable boxes):

DON N HOORODEEEE

(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).

. (d) Statement of Cash Flows

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetor 3 Capxtal

(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.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() 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. _

(1) An Oath or Affirmation.

(m)A copy of the SIPC Supplemental Report.

(n) A report describing any material lnadcquames found to exist or found to have existed since the date of the prewous audit.

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




l ‘ .‘ leader Capital Corp

FINANCIAL STATEMENTS AND
SUPPLEMENTARY INFORMATION

For the Year Ended June 30, 2003



TABLE OF CONTENTS

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
FACING PAGE

OATH OR AFFIRMATION
AUDITORS’ REPORT
FINANCIAL STATEMENTS
Balance Sheet
Statement of Income
Statement of Changes in Stockholder Equity
Statement of Cash Flows
Notes to Financial Statements
SUPPLEMENTARY INFORMATION
Computation of Net Capital under Rule 15¢3-1
Exemption from Reserve Requirements Under Rule 15¢3-3

Independent Auditors’ Report on Internal Accounting Control
Required by SEC Rule 17a-5.

12

13

14




Y o

. WILLIAMSON
& ASSOCIATES, LLP
CERTIFIED PURLIC ACCOUNTANTS P. 503.546.9346
F. 503.546.9275
WWW. WILLIAMSONCPA.COM

ONE S.W. COLUMBIA, SUITE 625
PORTLAND, OREGON 87258-2004

SETTING A NEW STANDARD

To the Board of Directors
Leader Capital Corporation
Portland, Oregon

We have audited the accompanying balance sheet of Leader Capital Corporation as of June 30,
2003, and the related statements of income, changes in stockholder 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.

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 Leader Capital Corporation at June 30, 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 conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information included in the accompanying supplementary information 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 and
Exchange Act of 1934. This information is the responsibility of the Company's management.
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 when considered
in relation to the basic financial statements taken as a whole.

\AJ*LMW\% "-—‘ASSQ'CGC-—&?-—O' L-L.«P

August 27, 2003




LEADER CAPITAL CORPORATION

BALANCE SHEET
June 30, 2003
ASSETS
CURRENT ASSETS . :
Cash and cash equivalents $ 279,418
Receivables from clearing organization 58,669
Prepaid expenses 4,472
TOTAL ASSETS : $ 342,559

LIABILITIES AND STOCKHOLDER EQUITY

CURRENT LIABILITIES
Income taxes payable $ 13,070
Deferred income taxes 511

Total current liabilities

_13.581

STOCKHOLDER EQUITY
Common stock — authorized 1,000 shares of no
par value; issued and outstanding 100 shares 1,000
Additional paid-in capital 144,773
Retained earnings \ 183.205
Total stockholder equity 328.978
TOTAL LIABILITIES AND STOCKHOLDER EQUITY $ 342.559

See auditors’ report and
notes to financial statements
-4-




LEADER CAPITAL CORPORATION

STATEMENT OF INCOME

For the year ended June 30, 2003

REVENUES
Commissions
Investment income
Managed account fees

Total revenues

OPERATING EXPENSE ‘
Broker dealer licenses and registration
Commission and clearing fund
Other expenses

Total operating expenses
Income from operations

OTHER INCOME (EXPENSE)
User fee income
‘Management fee
Occupancy fees
Profit sharing expense
Loss on investment

Total other income (expense)

NET INCOME BEFORE INCOME TAXES
INCOME TAX PROVISION |

NET INCOME

OTHER COMPREHENSIVE INCOME, NET OF TAX
Prior year unrealized loss on securities

TOTAL COMPREHENSIVE INCOME

See auditors’ report and
notes to financial statements
-5-

$ 295,653
494,582
15,887

806122
6,951
22,911
3,604
33.466
772,656
404,000
(261,964)

(440,544)
(360,850)

' (9.154)

668,512

104,144
25.848

78,296

9.073

$ 87369




LEADER CAPITAL CORPORATION

STATEMENT OF CHANGES IN STOCKHOLDER EQUITY

For the year ended June 30, 2003

Accumulated
Additional Other
Common Paid-in Retained =~ Comprehensive
Stock Capital Earnings Income Total

Balance at June 30, 2002 $ 1,000 $ 144,773 § 104909 § (9,073) § 241,609
Net income : - - © 78,296 - 78,296
Accumulated other

comprehensive income - - - 9073 » 9073
Balance at June 30, 2003 $ 1,000 § 144773 § 183205 § - $§ 328,978

See auditors’ report and
notes to financial statements

-6-




LEADER CAPITAL CORPORATION

STATEMENT OF CASH FLOWS

For the year ended June 30, 2003

CASH FLOWS FROM OPERATING ACTIVITIES _ ‘
Net income $ 78,296

Adjustments to reconcile net-income to net cash
used by operating activities:

Loss of sale of investment 9,154
(Increase) decrease in assets: _
Receivables from clearing organization : 2,853
Receivables from affiliate 70,568
Prepaid expenses (3,322)
Increase (decrease) in liabilities: v
Income taxes payable 4,931
Deferred income taxes (5.772)
Net cash provided by operating activities 156.708

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of investments 846

Net cash provided by investing activities : 846

NET INCREASE IN CASH | 157,554
CASH, BEGINNING OF YEAR 121.864
CASH, END OF YEAR $§ 279418

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Schedule of non-cash investing and financing transactions:

Unrealized loss on investments held available for sale | $ 9,073

Supplemental Disclosure of Cash Flow Information -
Cash paid during the period for income taxes $ 26,689

See auditors’ repbrt and
notes to financial statements
-7-




LEADER CAPITAL CORPORATION

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BUSINESS ACTIVITY

Leader Capital Corporation (the "Company") is an Oregon corporation formed in 1997. In 1999,
the Company registered with both the Securities and Exchange Commission and the National
Association of Securities Dealers, Inc. as a broker/dealer, pursuant to the relevant provisions of
the Securities Exchange Act of 1934, as amended. On July 1, 2001, the Company reorganized
into two separate entities comprised of a broker/dealer (Leader Capital Corporation) and a
management and advisory entity (Leader Capital Investments, Inc.) as described in the related
party transactions footnote.

CASH AND CASH EQUIVALENTS

For purposes of the statement of cash flows, the Company considers cash and cash equivalents to
include all time deposits, money market accounts, repurchase agreements and highly liquid
investments purchased with original maturities of three months or less at the date of purchase.
At June 30, 2003, cash balances included approximately $5,406 in money market funds.

SECURITIES TRANSACTIONS )
Security transactions and related commission revenue and expense are recorded on a trade date
basis. Differences between trade date and settlement date, if any, are not significant.

Fees for managed accounts are received quarterly, but are recognized as earned over the term of
the contract.

INCOME TAX

Income taxes are provided for the tax effects of transactions reported in the financial statements
and consist of taxes currently due plus deferred taxes. Deferred taxes are provided for the
temporary differences in basis of the Company's assets and liabilities and their reported amounts.
These differences relate principally to the income recognition differences of the accrual method
used for financial reporting purposes and the cash method used for income tax reporting
purposes. Deferred tax assets and liabilities are determined based on the enacted rates that are
expected to be in effect when these differences are expected to reverse. Deferred tax expense or
benefit is the result of the changes in the deferred tax assets and liabilities.

USE OF ESTIMATES ‘

The preparation of financial statements in accordance with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

See auditors’ report
-8-




LEADER CAPITAL CORPORATION

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2003

RECEIVABLES FROM CLEARING ORGANIZATION
Receivables from clearing organization represent amounts owed to the Company by its clearing
agent, First Allied Securities, at June 30, 2003.

INCOME TAXES

For the year ended June 30, 2003, the Company's income tax provision consists of the following
components:

2003
Current income tax expense:
Federal ' } $ 23,970
State 7.649
31.619
Deferred income tax expense (benefits):
Federal : (4,790)
State (983)
(5.771)
Incomé, tax provision § 25848

The net deferred tax liabilities and assets in the accompanying balance sheet at June 30, 2003,
include the following components:

2003
Current

Deferred tax lLiabilities $ 511

Taxes provided differ from the federal effective rates for the period ended June 30, 2003
primarily due to timing differences that result from using the accrual method for accounting for
book purposes and the cash method for income tax purposes.

See auditors’ report
FaY




LEADER CAPITAL CORPORATION

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2003

RELATED PARTY TRANSACTIONS

The stockholder of the Company also owns a majority interest in a related entity, Leader Capital
Investments, Inc. (Leader Investments). This entity provides the Company with professional
management and investment advisory services.

Leader Investments provides management services to the Company. Management fee expense
for the year ended June 30, 2003 totaled $261,964. Leader Investments also is reimbursed by the
Company for its share of lease and related office expenses. For the year ended June 30, 2003
occupancy fees totaled $440,544. Leader Investments pays Leader Capital Corporation a user
fee for the management rights to their clients. For the year ended June 30, 2003 user fee income
totaled $404,000. In addition, Leader Capital Corporation pays Leader Investments a profit
sharing expense based upon net income earned by the broker/dealer activities. For the year
ended June 30, 2003, profit sharing expense totaled $360,850. Leader Capital Corporation also
agreed to broker specific transactions for Leader Investments. No such transaction occurred
during the year ended June 30, 2003. '

CONCENTRATION OF CREDIT RISK

The company maintains cash deposits at one bank, which throughout the year periodically
exceeds federally insured deposit limits of $100,000. At June 30, 2003, the company’s
uninsured cash balance totaled $174,012.

For the year ended June 30, 2003, two customers represented approximately $216,000 of the
Company's commission revenue. Revenues from the customers accounted for 16% and 11% of
the Company's total commission revenue.

NET CAPITAL

The Company is subject to the Uniform Net Capital Rule (the "Rule") adopted by the SEC,
which requires the maintenance of minimum net capital to be greater than 1/ 15™ of aggregate
indebtedness or §5,000 under Rule 15¢3-1(a)(2). At June 30, 2003, the Company has net capital
and required net capital of $324,506 and $5,000, respectively, and a ratio of aggregate
indebtedness to net capital of .04 to 1. Net capital and required net capital may fluctuate on a
daily basis.

See auditors’ report
1N
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LEADER CAPITAL CORPORATION

COMPUTATION OF NET CAPITAL UNDER RULE 15 C3-1

June 30, 2003
NET CAPITAL
Total stockholder equity $ 328978
Less nonallowable assets:
Prepaid expenses ' 4,472
Net Capital ' $§ 324506
AGGREGATE INDEBTEDNESS: :
Total liabilities from balance sheet » $ 13581
COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS:
Minimum net capital required § 5000
Excess net capital ‘ $ 319.506
- Excess of capital at 1000% $ 323,148
Ratio of aggregate indebtedness to net capital .04 to 1

RECONCILIATION WITH COMPANY’S COMPUTATION:
Net capital, as reported in Company’s Part IIA
(unaudited) Focus Report : $ 323,380
Additions to retained earnings for audit adjustments,
primarily related to:

Tax accrual , 841
Correction of an error 285
Net capital per above $ 324,506

See auditors’ report
212 -




LEADER CAPITAL CORPORATION

EXEMPTION FROM RESERVE REQUIREMEN TS UNDER
‘RULE 15 C3-1 |

June 30, 2003

EXEMPTIVE PROVISIONS:

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act
of 1934, in that the Company's activities are limited to those set forth in the conditions for
exemption appearing in paragraph (k)(1)(ii) in the Rule.

See auditors’ report
-13 -




INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-§

To the Board of Directors
Leader Capital Corporation’
Portland, Oregon ‘

In planning and performing our audit of the financial statements of Leader Capital Corporation
for the year ended June 30, 2003, we considered its internal control structure, 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 structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we have
made a study of the practices and procedures followed by Leader Capital Corporation that we
considered relevant to the objectives stated in Rule 17a-5(g), in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a) (11) and for
determining compliance with the exemption provisions of Rule 15¢3-3. We did not review the
practices and procedures followed by the Company (1) in making the quarterly securities
examination, counts, verifications and comparisons, and the recordation of differences required
by Rule 17a-13 or (2) in complying with the requirements for prompt payment for securities
under Section 8 of 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.

The management of the Company is responsible for establishing and maintaining an internal
control structure and 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 internal control structure policies and 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 Securities and Exchange Commission’s
above-mentioned objectives. Two of 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. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control or the practices and procedures referred to
above, misstatements due to error or fraud may occur and not be detected. Also, projections of
any evaluation of the internal control or of such practices and procedures to future periods are
subject to the risk that they may become inadequate because of changes in conditions or that the
degree of compliance with the practices or procedures may deteriorate.

See auditors’ report
-14-




To the Board of Directors
Leader Capital Corporation
August 27, 2003

Page 2

Our consideration of the Company's internal control would not necessarily disclose all matters in
the Company's 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 or operation of one or more of the 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 performing their assigned
functions. However, we noted no matters involving the Company's internal control and its
operation, 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 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 understanding and on our study, we
believe that the Company’s practices and procedures were adequate at June 30, 2003 to meet the
Commission’s objectives. ‘

This report is intended solely for the information and use of the Board of Directors, management,
the Securities and Exchange Commission, the National Association of Securities Dealers, and
other regulatory agencies which rely on Rule 17a-5(g) 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.

LWl ecorre > & Assoiates , LLP

August 27, 2003

See auditors’ report
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