Moot MMM o SSEEen

IOMB Number: 3235-0123
DrUssa s s < ae o ~ACHANGE COMMISSION Expires: October 31, 2004

Washington, D.C. 20549 Estimated average burden
hours per response . . . 12.00

ANNUAL AUDITED REPORT e
FORM X-17A-5 s
PART Ill §- 3064/

FACING PAGE
Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING ___January 1, 2003____ AND ENDING __December 31, 2003

MM/DD/YY MM/DD/YY
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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
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OATH OR AFFIRMATION

1, Bruce H. Lipnick , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statements and supportmg schedules pertaining to the firm of
Manager Advisory Group, Inc. ‘ , as of

December 31 , 20 03 , are true and correct. | further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

NO EXCEPTIONS

President
Title

ANDRA BORZOMI
— NotarysPuhkl)I\c, S(;ate %f_]Ngw York

ua m Nassau Co
Comm:ss»on Expires March 11,

This report™ contains (check all applicable boxes):
. {a) Facing page.
(b)  Statement of Financial Condition.
0 (c) Statement of Operations.
0O (d) Statement of Cash Flows.
O (e) Statement of Changes in Stockholder's Equity.
0O () Statement of Changes in Liabilities Subordinated to Claims or Creditors.
W (g) Computation of Net Capital.
8 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O () Information Relating to the Possession or control Requirements Under Rule 15¢3-3. '
O () AReconciliation, 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 or Rule 15¢3-3,
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation. '
k| ()  AnoOathor Affimation: ,_
O (m) AcopyoftheSIPC 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) independent AUdltOl’S Supplementary Report on Internal Control. ‘

**For conditions of confldentlal treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR’'S REPORT

To the Board of Directors of
Manager Advisory Group Inc.
800 Third Avenue

New York, N.Y, 10022

I have audited the accompanying statement of financial condition of
Manager Advisory Group Inc. as of December 31, 2003 that you are
filing pursuant to Rule 17a-5 under the Securities Exchange Act of
1934. The statement of financial condition is the responsibility
of the Company’s management. My responsibility is to express an
opinion on this financial statement based on my audit.

I conducted my audit in accordance with auditing standards
generally accepted in the United S8tates of America. Those
standards require that I plan and perform the audit to obtain
reasonable assurance about whether the statement of financial
condition is free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and
disclosures in the statement of financial condition. An audit also
includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall
statement of financial condition presentation. I believe that my
audit of the statement of financial condition provides a reasonable
basis for my opinion.

In my opinion, the statement of financial condition referred to
above presents fairly, in all material respects, the financial
position of Manager Advisory Group Inc., as of December 31, 2003,
in conformity with accounting principles generally accepted in the
United States of America.

My audit was conducted for the purpose of forming an opinion on the
statement of financial condition. The information contained in
Schedules 1 and 2 is presented for purposes of additional analysis
and is not a required part of the statement of financial condition,
but is supplementary information required by Rule 17a-5 of the
Securities and Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the
statement of financial condition and, in my opinion, is fairly
stated in all material respects in relation o the statement of

financial condition. ‘ y(i~‘—
_ et i

rederick G. Freundlich, CPA
New York, New York
February 24, 2004




MANAGER ADVISORY GROUP INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2003

ASSETS:
Cash S 20,231
Receivable from broker 17,888
Due from affiliate (Note 3) 355,049

Total Assets $393,168

LIABTILITIES AND STOCKHOLDER’S EQUITY:

Accounts payable and accrued expenses S 8,625

Stockholder’s Equity:

Common stock - ($.10 par value;
200,000 shares authorized, 1000
shares issued and outstanding) S 100
Additional paid-in capital 181,900
Retained earnings 202,543
Total Stockholder’s Equity 384,543

Total Liabilities and Stockholder’'s
Equity $393,168

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




MANAGER ADVISORY GROUP INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2003

NOTES TO STATEMENT OF FINANCIAL CONDITION:

1. Organization:
Manager Advisory Group Inc. (the "Company"), a broker-
dealer, is a New York State Corporation. The Company
operates under the provisions of subsection (k) (2) (ii) of
Rule 15¢3-3 of the Securities and Exchange Commission and,
accordingly, is exempt from the remaining provisions of that
Rule. Essentially, the requirements of subsection (k) (2) (ii)
provide that the Company clears all transactions on behalf
of customers on a fully disclosed basis with a clearing
broker/dealer, and promptly transmits all customer funds
and securities to the clearing broker/dealer. The clearing
broker/dealer carries all of the accounts of the customers
and maintains and preserves all related books and records as
are customarily kept by a clearing broker/dealer.

2. Summary of Significant Accounting Policies:

a. Use of Estimates

The preparation of financial 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 disclosure 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.

b. Revenue Recognition
Securities transactions (and the related commission revenue
and expense) are recorded on a trade date basis.

c. Income Taxes

The Company has elected to be treated as an "S" corporation
for federal income tax purposes. According to the applicable
provisions of the Internal Revenue Code, the stockholders of
an "S" corporation are taxed individually on their
proportionate share of the Company’s taxable income.
Therefore, no provision or liability for federal income
taxes has been provided for in the accompanying financial
statements. The Company has also elected to be treated as an
"S" corporation for N.Y.S. income tax purposes. Accordingly,
the Company is subject to only the minimum N.Y.S. corporate
franchise tax. The Company is subject to N.Y.C. corporate
income tax.




3.

4.

MANAGER ADVISORY GROUP INC.’
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

Related Parties:

In 2003 the Company shared common facilitiegs and employees
with an affiliate which is controlled by the Company’s sole
shareholder. In consideration of services performed, fees
were paid to the affiliate. A facility fee was also paid to
the affiliate for the Company’s share of certain expenses
incurred during 2003. Effective January 1, 2004, the Company
terminated its sharing of facilities and employees with the
aforementioned affiliate. As of January 1, 2004 the Company
entered into an expense sharing agreement with another firm
of which the Company’s sole shareholder is chairman, CEO and
a substantial shareholder.

As of December 31, 2003, the Company had a non-interest
bearing receivable balance from an affiliate which is
controlled by the Company’s sole shareholder in the amount
of $355,049.

Financial Instruments With Off-Balance Sheet Rigk:

As a securities broker, the Company is engaged in buying
and selling securities for a diverse group of institutional
investors. The Company’s transactions are collateralized and
are executed with and on behalf of banks, brokers and
dealers, and other financial institutions. The Company
introduces these transactions for clearance to another
broker/dealer on a fully disclosed basis.

The Company’s exposure to credit risk asscciated 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 customer’s 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 risk by requiring customers to maintain
margin collateral in compliance with various regulatory
regquirements and the clearing brokers 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.
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6.

MANAGER ADVISORY GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

Net Capital Requirement:
Ags of December 31, 2003, the Company’s minimum net capital
requirement under SEC Rule 15¢3-1 was $5,000. The net
capital as computed was $ 29,494, leaving excess net capital
of $24,494. The capital ratio as independently computed was
35%.

Change in name of Companv:

A Certificate of Amendment of the Certificate of
Incorporation of the Company was filed October 11, 1994,
changing the Company’s name from Wharton Securities
Corporation to Manager Advisory Group Inc. A Certificate of
Assumed Name was filed for the Company on October 25, 1994,
permitting the Company to do business under the name
"Wharton Securities”.

A copy of the Company’s Statement of Financial Condition, at
December 31, 2003, pursuant to SEC Rule 17a-5 is available
for examination at the Company’s main office and the
regional office of the SEC.




SCHEDULE 1.

MANAGER ADVISORY GROUP INC.
Computation of Net Capital Under S.E.C. Rule 15¢3-1
As of December 31, 2003

CREDIT FACTORS:

Common Stock S 100
Additional paid-in capital 181,900
Retained earnings 202,543

Total Credit Factors 384,543

DEBIT FACTORS:

Due from affiliate and shareholder S 355,049

Total Debit Factors 355,049
NET CAPITAL 29,494
LESS: Minimum Capital Requirements (5,000)
REMAINDER: Capital in Excess of Minimum Capital
Requirements S_ 24,494
Capital Ratio: (Maximum Allowance 1500%)
* Aggregate Indebtedness S 8,625 .
Divided by: Net Capital §~§ZTZ§Z - oF

*Aggregate Indebtedness:

Accounts payable and accrued expenses $__ 8,625

There are no material differences between the computation of net
capital as computed above and as reported by the Company on the
corresponding Focus Report, Part IIA, as of December 31, 2003.




SCHEDULE 2.

MANAGER ADVISORY GROUP INC.
Information Relating to Possession or
Control Regquirements Under S.E.C. Rule 15¢3-3

The Company claims exemption from the requirements of
S.E.C. Rule 15c¢3-3, under Subsection (k) (2) (ii) of the Rule.




INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL STRUCTURE

To the Board of Directors of
Manager Advisory Group Inc.
800 Third Avenue

New York, N.Y. 10022

In planning and performing my audit of the financial statements of
Manager Advisory Group Inc. (the "Company") for the vyear ended
December 31, 2003, I considered its internal control structure, in
order to determine my auditing procedures for the purpose of
expressing my opinion on the financial statements and not to
provide assurance on the internal contrecl structure.

Also, as required by Rule 17a-5{(g) (1) of the Securities and
Exchange Commission ("SEC"), I have made a study of the practices
and procedures (including tests of compliance with such practices
and procedures) followed by Manager Advisory Group Inc. that I
considered relevant to the objectives stated in SEC Rule 17a-5(g)
in making the periodic computations of aggregate indebtedness and
net capital under SEC Rule 17a-3(a) (11) and the procedures for
determining compliance with the exemptive provisions of SEC Rule
15¢3-3. I did not review the practices and procedures followed by
the Company in making the gquarterly securities examinations,
counts, verifications and comparisons, and the recordation of
differences required by SEC Rule 17a-13, 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 and in obtaining and maintaining physical possession or
control of all fully paid and excess margin securities of customers
as required by SEC Rule 15c¢3-3, because the Company does not carry
gsecurity 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 the practices and
procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and Jjudgments by management are
required to assess the expected Dbenefits 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 above mentioned respective objectives of the SEC. 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
responsgibility 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
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preparation of financial statements in accordance with generally
accepted accounting principles. SEC 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 structure
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.

My consideration o©f the internal control structure would not
necessarily disclose all matters in the internal control structure
that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A material
weakness 1s a condition in which the design or operation of the
specific internal control structure elements does not reduce to a
relatively low level the risk that errors 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 1in the normal course of performing their assigned
functions. However, I noted no matters involving the internal
control structure, including procedures for determining compliance
with the exemption provisions of S.E.C. Rule 15¢3-3, that I
consider to be material weaknesses as defined above.

I 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 regpects indicate a material inadequacy
for such purposes. Based on this understanding and on my study, I
believe that the Company'’s practices and procedures were adequate
at December 31, 2003, to meet SEC objectives.

This report recognizes that it 1is not practicable in an
organization the size of Manager Advisory Group Inc. to achieve all
the divisions 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.

At December 31, 2003 Manager Advisory Group Inc. was in compliance
with the conditions of its exemption from SEC Rule 15c¢-3-3,
pursuant to Subsection (k) (2) (ii) of said Rule, and no facts came
to my attention during the examination that indicated that such
conditions have not been complied with, during the period undexr
review.

This report is intended solely for the use of management, the SEC
and other regulatory agencies which rely on Rule 17a-5(g) under the
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Securities and Exchange Act of 1934 and should not be used for any

other purposes. .
WQ 6 ¢ ﬂ /L'

Frederick G. Freundlich, CPA
New York, New York
February 24, 2004




