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B. ACCOUNTANT IDENTIFICATION

INDEPENRENT PUBLIC A UNTANT -whose opinion is contained in this Report®
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Cernified Public Accountant

— Public Accountant ' OQESSED
3 Accountant not resident in United States or any of it possessions. 2002 ‘
F_MM_Z___.

oMsSoN
D RANCIAL

FOR OFFICIAL USE ONLY

=~Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
rmust be supporied by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

1 J Trangs LaveLLe _, swear (or affirm) that, 1o the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

THE  NASSAU  GlleyP, 10 €. 2s of

\‘Ll 31)200] : )9/ are true and correct. I further swear (or affirm) ‘that neither the company
nor any panncr propncwr principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

— ~
County/Ci ¢ fiout
Subscribed and sworn'to before me, in my preczice,
this .2 gﬂ‘day of St~ D002
by I Evroancah aove O
Notary Public

BARBARA A. PAG
My commission expires 3] 2006

Noury Public

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

X - (2) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢} Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(2 Computation of Net Capital

(hy Computauon for Determination of Reserve chuxrcm:ms Pursuant to Rule 15¢3-3.

(i} Information Relating 10 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.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Repon.

{n) A report dcscnbmg any material inadequacies found 10 exist or found to have existed since the date of the prcv.aus audit.

m‘nv‘mnuwmw\

-

For conditions of ‘éo'nﬁaenéia! treatment of cericin portions of this filing, see section 240.17a-5(e}(3).
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REPORT OF INDEPENDENT AUDITORS

To the Stockholders
THE NASSAU GROUP; INC.
Westport, Connecticut

We have audited the accompanying statement of assets and liabilities arising from cash transactions of THE -
NASSAU GROUP, INC. as of December 31, 2001, and the related statements of revenue collected and.
‘expenses paid and the statement of cash flows for the year then ended. 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. - ) B a

~ We conducted our audit in accordance with generally accepted auditing standards. 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 presentatron We belreve that our audlts provrde a reasonable basis for our. opmron )

As descrlbed in Note’ 1 ‘these financial statements were prepared on the bisis of cash receipts and
disbursements, which is a comprehensive basis of accountmg other than generally accepted accounting’
" principles.

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

* - and liabilities arising from cash transactions of THE NASSAU GROUP, INC. as of December 31, 2001,

and its revenue collected and expenses paid during the year then ended, on the basis of accounting
descrrbed in Note 1.

Our audit was made for the purpose of formmg an oprmon on the basic financial statements taken as a
whole. The supplementary information on page 11-13 is presented for the purpose of additional analysis
and is not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is falrly stated
in all matenal respects in relatron to the ba51c fmancral statements taken asa who]e

\i/i(gpow Mwmz & a#

Jericho, New York - - SHAPIRO GOLDSTEIN & COMPANY L.LP.
~ March 24, 2002 |

366 N. Broadway, Suité ‘403, Jerrcho, NY 11753



~ STATEMENT OF ASSETS AND LIABILITIES ~ ~~

DECEMBER 31,2001~

ASSETS -

- CURRENT ASSETS

~ Cash and cash equivalents --Note1- =~~~ - .7 - - 8§ 750,131
.~ Prepaid payroll taxes - e 385
Loans and exchanges - .~ . . o o 1,458
-+ Due from stockholder -- Note 2 Ny s e o 110.853

—

Total current-assets - ‘ ' o A' B o s o . _762.827

'PROPERTY AND EQUIPMENT - at cost-Note3 ' © . .~ __ 99655

OTHER ASSETS -~ = = B IR
- Security deposit ' o R S 5376

Investments -- Note 4 . o ST ' o 39.696
"Total other assets _ R R o “45,072

© Totalassets . . .o 8007554

 See Auditors' Réporf_ | : Sljl."élpiro’
and Notes ta Financial Statements. —— - Goldstein (5 Company, e

. 2 . L - o ) Certified Public*Acco.unmnts qnd Consultants




ASTATEMENT OF ASSETS AND LIABILITIES

(Contmued)

. DECEMBER 31, 2001

" LIABILITIES AND STOCKHOLDERS' EQUITY

| CURRENT LIABILITIES

Installment loan payable
401K payable

Total current llabllltles

. LONG TERM LIABILITIES

_ Note ‘payable _-Note 2. _

| 'Total long;"terh] liabilities
Total llabllltles S

COMMITMENTS - Note 5

- STOCKHOLDERS' EQUITY : -

Common stock, par value $.01 per share; authorized lO 000 shares

_ issued and outstanding 4,145 shares-

. Additlonal paid-in. cap1tal

| Retamed deﬁc1t

. Total stockholders equlty

Total liabilities and stockholders' equity

o See Auditors’ Report
- .and Notes to Financial Statements.

3

$ 19,890

5,849

25.739

_23.300
23.300

- 49.039

41
1,199,959

(341.485)

858.515

$_ 907,554

Shaplro
Goldsteln & Company, LLP

Certified Publlc 4 ts and Co




" VSTATEMENT OF REVENUE COLLECTED AND EXPENSES PAID

YEAR ENDED DECEMBER 31 2001

% of
._Revenues

oL

" FEES FROM SERVICES -- Note 7

GENERAL AND ADMINISTRATIVE EXPENSES

LOSS FROM OPERATIONS

: OTHER INCOME

Interest-and dividend i income
T Income on mvestments T

LOSS BEFORE ;TAXES
‘,P.rvolvisio'n for ihéom’e taxes -

NET LOSS N

_Refainéd 'dgﬁci‘;; beginning of ylear

" Retained deﬁcit, end of year:

. See Auditors' Report
and Notes to Financial Statements.

$2,391,329

| _(q123%)

e 2.000 -

(105.713) -
28324

151 -
28475

(79,238)

(262247)

$_(341.485)

- Shaplro _
Goldsteln (¢; Company,up |

Certified I"ublw Accountants ani Consultants - -~ ~ -~ =~




THE NASSAU GROUP INC

STATEMENT OF CASH FLOWS

' YEAR ENDED DECEMBER 31,‘2001“_

'CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcﬂe net 1ncome to
net cash from operating activities:
‘ Depreciation and amortization
. Income on mvestments
- Changes in-operating assets and liabilities:
Increase in installment loan payable
Increase in 401K payable
R Deere"ase in prepaid payroll iaxes |

, ,Net cash (used m) operatmg aetlvmes
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property, plant,.and equnpment
(Increase) in due from stockholder
Decrease in loans and exchanges
(Increase) in 1nvestments

) Net cash (used m) mvestmg activities -~ .* - |

- CASH FLOWS FROM FINANCING ACTIVITIES
- Net cash provided by ﬁ'hancihg ac_ti‘vities' :

Net (decrease) in cash and equivalents -

Cash and cash eqLiiVa.lents, begin'ni‘ng of year

Cash and cash‘;eqei-valents, end of year -

See Auditors’ Report .

and Notes to Fmanc1al Statements.' ‘

s

$(79.238)
24267
(I
19,890
5,849
1083
- (28100) -
27,047
(684) -
6,042
S (483)
o @amy

1(50,272)
©_800.403

| Shaplro .
Goldstein (5 Company, LLP

" Certified Public 4ccoumants and Consultants




NOTES TO;FINANCIAL STATEMENTS '
YEAR ENDED DECEMBER 31, 2001"

NOTE 1 -- .SU_MMARY OF SIGNIEICANT AccouNTlNG POLICIES -

: Thls summary of sngmﬁcant accountmg pollc1es of THE NASSAU GROUP INC (the "Company") is

~, presented to assist in the understanding of the Company's financial statements. . The ﬁnanc1al statements
- and notes -are representatlons ‘of the Company's management who _is responsible for their integrity and -

~ objectivity. The accounting policies conform-to generally accepted: accountlng principles and have been e
o conSJStently apphed in-the preparatron of the financial statements :

a. Business Description -

- The Company operates as a strateglc advrsory firm in the area of mergers achISltIOHS and private caprtal'
raising. » - ‘

~b. Accounting basis for reporting income

The Company recognizes income on the cash basis of accountmg Revenues are recognlzed when received
and expenses are recorded when paid. ' : -

e Proper.ty andrequipment R

Property and equipment are carrled at cost.- Deprecratron -of property and equrpment is provrded using. an |
: accelerated method for financial purposes over their estlmated useful lives, generally ﬁve to seven years '

- d. Income taxes .

" The Company has elected to be taxed under Subchapter ngr of the Internal Revenue Code for Federal
purposes. ~ The Companys shareholders will bear ‘the- burden of ‘any income taxes arising -out of the
Company s results of operatlons The Company prov1des for i income taxes for local Jurrsdlcnons :

e Use of Estimates ©

Management uses estlmates and assumptlons in preparmg these fmancral statements in accordance w1th v
generally accepted accounting principles. - Those estimates and assumptlons affect the reported amount of
_assets and liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and - '

) ‘ expenses Actua] results could vary from the estrmates that were used. - Shapu'o
Goldsteln (j Company, ip
i 6 . o . co Certlﬁed Public Accountants.and Consultants




THE NA ‘SAU GROUPINC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31,2001

' NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

f. Cash Cash Equrvalents and Concentratlons olesk A

Consnst of cash on’ hand cash held in bank checkmg accounts and cash held in money market or savmgs
accounts.. '

The statements of ‘cash ﬂows cla551fy changes in cash and cash equ1valents (short term hrghly liquid
" -investments readily convertible into cash with an orlgmal maturity’ of three months or less) accordmg to.

L -operatmg, mvestmg, or financing actlvmes

"F inancial instruments which’ potentially expose the Company to concentrat1ons of risk consist prmmpally :
of cash marketable secur1t1es and’ accounts rece1vable - :

_The Company places its cash w1th a ﬁnanc1al institution which management cons1ders to be of hlgh quality; 3
o however at times such’ deposrts may be in excess of the Federal Deposrt Insurance Corporat1on insurance

lmnt

Concentratron of credlt risk wrth respect to accounts recervable can result from a s1gn1ﬁcant portlon of the

o revenues being derived. from a small number of entities. The Company generally extends. credit to its

+ customers without collateral however, it closely-monitors extensions of crédit and its customers consist -of )
very large commerc1al ent1t1es to whom management belreves cred1t can be 1ssued to with mrmmal I‘lSk '

NOTE2- RELATED PARTY TRANSACTIONS

At December 31, 2001 the prmmpal stockholder owed the Company $10, 169. These shareholder loans are
non-interest bearing and. are expected to be repard W1th1n the next twelve months and are therefore

: c]ass1ﬁed as’ current

In December 2000, 'the'Company borrowed $23,300 from its principal stockholder in order to invest.in
'NASDAQ. The note-calls for interest at 5% per annum and the note is due in one mstal]ment on or before .
December 31 2002. The note is collateralrzed by this mvestment

| Shaplro ,
Goldstem (c5 Company,uie -

Certified Public Accountants and Consultants




‘. NOTESTO -FINANCIAL ‘ATEMENTS .
- YEAR-ENDED DECEMBER 31,2001 - -

'
[
'

' NOTE 3-- PROPERTY AND EQUIPMENT -

Software and Web Desrgn Costs ,;- ] L SR L $ . ’13',2>34

Office Equipment e ' L o 94,689
Furniture & Fixtures 'v IR, , R o ‘ Lo T 49,750
Leasehold Improvements -~ . - R 54,048
R L o P 211,721
“Less: Accumulated depreciation T 2
~and amortization - o e 0 112,066 -

S__99.655

‘The totjalcha’rge's to income for depre.ciation.and ‘amortl‘zation'o_f theseaSSets.'\‘vere $21,949 for 200‘1. o

2 “NOTE 4 -- INVESTMENTS

.- The Company has 1nvested in three separate ‘entities and is. usmg the equlty method of accountmg for all. o
,three of these investments. : :

These mvestments con51st of the foll\ol\:ying:'

i '(l) An mvestment of $20 000 inan LLC wh1ch prov1des 1nternet enabllng consultmg servrces
h (2) A $54 750 mvestment ina technology or1ented consultmg group orgamzed as an LLC

» ‘(3) Y‘The‘purchase ofSyOO_shares and 1200 warrants of NASDAQata cost of $239300€ 3

All of the-above represent minority interests in each entity with no a’scertainablevfair market value.

' NOTE 5 - LEASES

The Company is party to a ﬁve year: ofﬁce lease which- commenced August 1 1999 The lease calls for
annual rentals as follows : : :

,August1,2001"-Ju1"ysl,2003 o 31360
rAu'gustl 2003-July 31,2004 - . ‘ S 32 256

‘The Company shall have the opt1on of extendmg the lease for an additional ﬁve years provrded 1t not1ﬁes }
‘the lessor in wrrtmg on or before February 1, 2004 : ’

In addition, the provisions - of -the lease mclude various . escalatron clauses for electrrc1ty and. real estate -
- taxes. Rental expense for the year ended December 3l 2001 -was $33,973.

-‘The. Company leases ofﬁce equ1pment under- operatmg leases with payments totalrng approxrmately $1, 600 -
"per month for periods’ varymg from several months to three years. . - '

Shapiro -
~Goldstein {5 .Company, uip

Certrﬁed Public Accountunts and Consultants




NOTE o) FINAN CIAL STATEMENTS
‘YEAR ENDED DECEMBER 31,2001

~ NOTE 6 - PENSI‘O‘N PLAN

o In January, 2001, the Company formed a 401(k) plan whlch calls for the matchmg of employee salary o
deferrals at'a rate of 25 percent Company contrlbutlons durmg the. year ended December 31, 2001 were ,

,$15175 \ o ‘ e

'NOTE 7 -- SUCCESS FEE

-Durmg the year; the Company recelved a success fee in the amount of $1 150 000 from Robbms & Meyers

This amount- 1s mcluded in fees from services. -

" NOTE 9_.'--.‘SUPPLEMENTARY C_ASH FLOW INFORMATION  *

‘Cash paid for interest was’$-0-,."

. ‘Ca's‘n'paid ‘foriincome‘taxesfwas'$,2,000. ‘

Shaplro )
Goldstein (<5 Company, ur -

"9 o . i Cernfed PubhcAccoumants and Constltants’ -




- SUPPLEMENTARY INFORMATION

" Shapiro

~ Goldstein (5 Company,ur

" Certified PublicAAccqu_nmnts and Consultants
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" SCHEDULE OF GENERAL AND ADMINISTRATIVE EXPENSES -

- . YEAR ENDED DECEMBER 31,2001

; Percent

Cof |
B Revenues .

Officer's salary
~ Office salaries
- Travel -
Professional fees
* "Pension expense
Payroll taxes " .
“Rent expense =
. Telephone. -

. Insurance

" Employee benefits
- Office expense - '
" Entertainment

- ..Auto expense

" Depreciation,
~'Miscellaneous
Recruiting expense
Equipment rental -

. Seminars and conferences

. Advertising

Research fees

. Finder fee”

Licenses and fees .

87 570,250
1,248,772

13889 008

97,891

L 92,478
15,175
. 85,939
33,973
140,884
36,120 . 1
44,939
47,158,
14,569
1,656
242267
27,868

. 4,526
-19,399.

- 875 .
51736
33,828 © 1.
850

0.12

$2.497,042 - 1042

See Auditdr‘s“ Report. -

CrL

L “"Sh‘ap‘iro :
. Goldstein (¢ Company,iip .
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COMPUTATION OF NET CAPITAL AND NET CAPITAL REQUIREMENT

YEAR ENDED DECEMBER 31, 2001 |

COMPUTATION OF NET CAPITAL

Stockholders Equ1ty Qual1fed for Net Capltal ' i - B $ 858,515 .
. ALess Non- Allowable Assets: . » , e
: _Property and Equxpment T 99,655
Security D_ep051ts B oo 0 5,376
Due from stockholder . S 10,853
" . Prepaid payroll taxes =~ - . - 385
Loans and exchanges - o A l 458 :
Investments B Lo AR .. 39696 ‘ N
© Total Non-Allowable Assets . - .. 157,423'.

NETCAPITAL $M.

' COMPUTATION OF AGGREGATE INDEBTEDNESS

’ L1ab1]1t1es from Statement ofAssets and L1ab111t1es .'». o o B $ ‘ 49,039 .
: Percentage of Aggregate Indebtedness' to Net Cap1tal IR S | 1 6.99
Pereehtage' of Debtto l)e'bt__Equity‘ : R - - ] | R ' 5v.ﬂ7l ‘ ‘

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

memum Net Cap1tal Requ1red ‘ 1 : o : ) 3269 “
'Mm1mum Dollar Net Capltal Requlrement ;' f N e j A 5,000 :
Em,ess Net Capltal I o . R _‘ $_696.092 J

Excess Net Capital at 1000% o s 010

Shapm)

_ See Auditors’ Report.
12, .

Cernﬁed Public Accountants and Consultants

Goldsteln & ComPaﬁy,LLP c




AUDITORS' REPORT ON MATERIAL INADEQUACIES

: YEAR ENDED DECEMBER 31 2001

: Durlng the perlod of our engagement our “audit did not dlsclose any mater1al madequa<:1es in thelr
accountmg system, system of mternal accounting contro] ‘or procedures for safeguardmg assets

d@ m

SHAPIRO GOLDSTEIN & COMPANY L L. P

: Sha iro . |
Goldstem r‘( Company,LLP

- Certified Public Accountan:s and Consultants
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