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OATH OR AFFIRMATION

1, _Jonathan Gutiman swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaimng to the firm of
Nandra Group, Inc, , as of
December 31, 2002 , 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 acoount classified soley as that of
a customer, except as follows:

Tide

ROGER DOWD LORENCE
NOTARY PUBLIC, STATE OF NEWYORK

NO. 02L00052495

. . N QUALIFIED IN NEW YORK COUNTY
This report** contains (check all applicable boxes):
(a) Facing page. COmssmNExmes /
(b) Statement of Financial Condition. é

(c) Statement of WXXOperatmns

(d) Statement of GhapeeinxXinang R .

(e) Statement of Changes in Stockholders Equxty or Partners’ or Sole Proprietor’s- Capital.

(f) Statement of Changes in Liabilities Subordinated 10 Claims of Creditors.

(2) Computation of Net Capital

() 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.

x) Ao[llleconciliation 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 Supplemental Report of Indepedent Auditors on Internal Control.

0 808808688

0ogd

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Eichler Bergsman & Co., LLP Gilbert Bergsman

. . Maurice Berkower
Certified Public Accountants Paul Eichler

404 Park Avenue South « New York., New York 10016 Michael E. Silverman
- Tel 212:4447+9001 Fax 212+447-9006

Roger D. Lorence, LLM
INDEPENDENT AUDITORS’ REPORT

To the Stockholders and
Board of Directors of

Nandra Group, Inc.

New York, New York

We have audited the accompanying statement of financial condition of Nandra
Group, Inc. as of December 31, 2002, and the related statements of operations,
changes in stockholders' equity, changes in liabilities subordinated to claims of
general creditors, and cash flows for the year then ended that you are filing
pursuant to Rule 17a-5 under the Securities 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 Nandra Group, Inc. as of December 31,
2002, 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 contained on page 10 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.

Fiorin éﬂmjwruv 7, L

New York, New York
February 24, 2003



NANDRA GROUP, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2002

ASSETS
Cash and cash equivalents (Note 1) $ 203,170
Due from broker 274,688
Commissions receivable 570,881
Membership in New York Stock Exchange contributed
for the use of the company at market value 2,000,000
Furniture and equipment, fully depreciated -
Other assets 50,762
Total assets $ 3,099,501

LIABILITIES AND STOCKHOLDERS’ EQUITY

Liabilities:
Accounts payable and accrued expenses $ 534,853
Payable to officers 94,905
Total liabilities 629,758

——— Ay T

Liabilities subordinated to claims of general creditors:
Membership in New York Stock Exchange contributed
for the use of the company at market value 2,000,000

—_— e e e

Commitments and contingencies (Note 3)

Stockholders’ equity (Note 2)
Common stock, no par value, 200 authorized

shares; 10 issued and outstanding shares 50,000
Additional paid-in capital 425,000
Accumulated deficit (5.257)

Total stockholders’ equity 469,743

Total liabilities and
stockholders’ equity $ 3,099,501

The accompanying notes are an integral part of these financial statements.
22-



NANDRA GROUP, INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2002

Income:
Commission income $ 6,557,146
Other income 74.668
Total income 6,631,814
Expenses:
Salaries and bonuses 3,152,447
Payroll taxes and employee benefits 129,339
NYSE membership lease expense 1,065,517
NYSE dues and expenses 331,641
Telephone 198,192
Commissions paid 636,926
Clearance charges 119,367
Error account 136,910
Travel and Entertainment 191,516
Professional fees 149,318
Quotron 117,203
Insurance 145,174
New York City and State General Corporation Taxes 16,225
Office and other expenses 79,368
Total expenses 6,469,143
Net profit $ 162,671

The accompanying notes are an integral part of these financial statements.
23-



NANDRA GROUP, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2002

Cash flows from operating activities:
Net profit

Adjustments to reconcile net profit to net cash
from operating activities:
Changes in assets and liabilities:
Increase in due to/from clearing broker
Decrease in commissions receivable
Increase in other assets
Decrease in accounts payable and accrued expenses
Decrease in equity securities sold, but not yet purchased
Net cash used by operating activities

Cash flows from financing activities:

Decrease in stockholder loans

Net cash used by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents - beginning of year
Cash and cash equivalents - end of year
Supplemental disclosure of cash flow information:

Cash paid during the year for:

Interest paid
Taxes paid

§ 162,671

(115,933)
26,960
(11,233)
(14,068)
(51,704)
(3.307)

(46,9995)
(46,9995)

(50,302)

253,472

§ 203,170

$ 33,460

The accompanying notes are an integral part of these financial statements.

-4-



NANDRA GROUP, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2002

Additional Total
Common Stock Paid-in Accumulated  Stockholders’

Shares Amount Capital Deficit Equity
Balance at January 1, 2002 10 § 50,000 $ 425,000 §$ (167,928) § 307,072
Net profit - - 162,671 . 162,671

Balance at December 31, 2002 10 § 50,000 § 425000 $__(5.257) § 469,743

The accompanying notes are an integral part of these financial statements.
-5-



NANDRA GROUP, INC.
STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF CREDITORS
YEAR ENDED DECEMBER 31, 2002

Beginning of year:

New York Stock Exchange membership
contributed for use by the firm subordinated to

claims of general creditors $ 2,200,000
Less: Change in market value

of contributed membership 200,000

End of Year § 2,000,000

The accompanying notes are an integral part of these financial statements.
-6-



NOTE 1 -

NANDRA GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Operations

Nandra Group, Inc. (the “Company”) is a member of the New York
Stock Exchange and is also registered as a broker-dealer with the
Securities and Exchange Commission. The Company executes
orders on behalf of other brokerage firms and is approved to do a
public customer business. Currently the Company carries no
customer accounts.

Commissions

Commission revenue and related expenses are recorded on a
settlement date basis.

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 at the date of
the financial statement. Actual results could differ from those
estimates.

Fair Value of Financial Instruments

The carrying amount of all assets and liabilities approximate their
estimated fair values.

Income Taxes

The Company, with the consent of its stockholders, has elected to be
taxed as an S corporation as provided for by the Internal Revenue
Code and New York State tax regulations. Under S corporation
status, the Company’s net income is taxed to its shareholders. The
Company continues to pay New York City general corporation taxes.

Furniture and Equipment

Furniture and equipment are carried at cost. Depreciation is
provided using accelerated methods, based on an estimated useful
life of five to seven years.



NOTE 1-

NOTE 2 -

NOTE 3 -

NANDRA GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

New York Stock Exchange Membership

A membership in the New York Stock Exchange has been
contributed for the use of the Company and it is carried at current
market value (last sale price prior to the date of the financial
statement). :

Cash and Cash Equivalents

The company generally maintains cash accounts in major banking
institutions in excess of FDIC limits. Included as cash equivalents
are demand deposited money market funds in the amount of
$50,360.

NET CAPITAL REQUIREMENT

As a member of the New York Stock Exchange, the Company is
subject to the Securities and Exchanges Commission’s Uniform Net
Capital Rule, which requires the maintenance of minimum net
capital, as defined, of the greater of $ 5,000 or 6%:% of aggregate
indebtedness, as defined. At December 31, 2002, the Company had
net capital of $662,123, which was $636,039 in excess of its required
net capital of $26,084.

PROFIT SHARING PLAN

The Company is a sponsor of a defined contribution profit sharing
plan for its eligible employees. Contributions to the plan, if any, are
determined by the employer and come out of its current profits. The
employer’s contribution for any fiscal year shall not exceed the
maximum allowable deduction to the employer under the provisions
of the Internal Revenue Code. No contribution has been made for
the current year.



NOTE 4 -

NOTE 5 ~

NANDRA GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

COMMITMENTS

Seat Lease Agreements

The Company leases three seats on the New York Stock Exchange.
Two leases are for a term of one year, one expires on January 10,
2003 and one expires on March 14, 2003 and call for payments of
$28,000 and $27,750 per month, respectively. The January
expiration was renewed at that time at a lease payment of $25,000
per month. The third lease is for a term of six months, expiring on
April 3, 2003, and calls for payments of $27,000 per month.

FINANCIAL INSTRUMENTS
WITH OFF-BALANCE-SHEET CREDIT RISK

As a securities broker, the Company is engaged in buying and selling
securities for a diverse group of institutional and individual
investors. The Company introduces these transactions for clearance
to another broker-dealer on a fully disclosed basis.

The Company’s exposure to credit risk associated with non-
performance of customers in fulfilling their contractual obligations
pursuant to securities transactions can be directly impacted by
volatile trading markets which may impair customers’ ability to
satisfy their obligations to the Company and the Company’s ability
to liquidate the collateral at an amount equal to the original
contracted amount. The agreement between the Company and its
clearing broker provides that the Company is obligated to assume
any exposure related to such non-performance by its customers. The
Company seeks to control the aforementioned risks by requiring
customers to maintain margin collateral in compliance with various
regulatory requirements and the clearing broker’s internal guidelines.
The Company monitors its customer activity by reviewing
information it receives from its clearing broker on a daily basis, and
requiring customers to deposit additional collateral, or reduce
positions, when necessary.



NANDRA GROUP, INC.
SUPPLEMENTARY INFORMATION

COMPUTATION OF NET CAPITAL PURSUANT TO
UNIFORM NET CAPITAL RULE 15¢3-1

DECEMBER 31, 2002

Credits:
Stockholders’ equity § 469,743
Discretionary bonus accrued 375,000
844,743

Debits:

Nonallowable assets 182,620
Net Capital before haircuts 662,123
Haircuts -0-
Net capital 662,123
Minimum net capital requirement - the greater of

6%% of aggregate indebtedness of $391,258 v

or $5,000 26.084
Excess net capital $ 636,039
Ratio of aggregate indebtedness to net capital 59101
Schedule of aggregate indebtedness:

Accrued expenses and other liabilities § 254,758

Balance of guaranteed obligations on

New York Stock Exchange membership leases 136,500
$ 391258

Net capital per the above computation agrees with the net capital reflected in the
Company’s corresponding unaudited Part ITA FOCUS filing.

-10-



NANDRA GROUP, INC.
SUPPLEMENTARY INFORMATION

COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS AND INFORMATION RELATING TO POSSESSION
OR CONTROL REQUIREMENTS FOR BROKERS AND DEALERS
PURSUANT TO RULE 15¢3-3

DECEMBER 31, 2002

The Partnership does not effect transactions for any customers as defined under
Rule 15¢3-3. Accordingly, there are no items to report under the requirements of
this Rule.

-11-
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SUPPLEMENTAL REPORT OF INDEPENDENT AUDITORS ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Stockholders
and Board of Directors of
Nandra Group, Inc.

In planning and performing our audit of the financial statements and supplemental
schedules of Nandra Group, Inc., (the “Company”), for the year ended

December 31, 2002, we considered its internal control, 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 internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission
("SEC"), we have made a study of the practices and procedures followed by the
Company including tests of such practices and procedures 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 exemptive provisions of rule 15¢3-3.
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:

1. Making quarterly securities examinations, counts, verifications, and
comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T 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 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
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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 internal control or the practices and procedures
referred to above, error or 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.

Our consideration of internal control would not necessarily disclose all matters in
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 the specific internal control
components does not reduce to a relatively low level the risk that 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 internal control, 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 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
purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures were adequate at December 31, 2002, to
meet the SEC's objectives.

This report recognizes that it is not practicable in an organization the size of
Nandra Group, Inc. to achieve all the diversions of duties and cross-checks
generally included in a system of internal accounting control and that alternatively
greater reliance must be placed on surveillance by management.

This report is intended solely for the information and use of the Board of
Directors, management, the Securities and Exchange Commission, the New York
Stock Exchange, and other regulatory agencies that 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.

New York, New York
February 24, 2003



