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OATH OR AFFIRMATION

|, Charles R. Eisenmann, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial
statement and supporting schedules pertaining to the firm of CFG Financial Associates, Inc. as of December 31,
2003, 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: NONE.

February 25, 2004

Signature , ' Date

President

Title

4

aria C. Atvarad&/
¢-3tate of Maryland

Notary
My Commission Expires August 1, 2005

- This report contains (éheck all applicable boxes):
& {g) Facing page.
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(b) Statement of Financial Condition.

(€} Statement of income (Loss).

(d) Statement of Cash Flows.

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

() Statement of Changes in Liabilides 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 1o the Possession or contro) Requirements Under Rule 15¢3-3. ‘
() A Reconciliation, including appropriate explanation, of the Computtation 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
consolidation. '

(-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) Independent Auditor’s Report on Intemal Control

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




CFG Financial Associates, Inc.

Statement of Financial Condition
December 31, 2003 '

Filed as public information pursuant to rule 17a-5(d) under Securities Act of 1934.
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McGladrey & Pullen

Certified Public Accountants

Independent'Auditor's Report

To the Board of Directors of
CFG Financial Associates, Inc.
Rockville, Maryland

We have audited the accompanying statement of financial condition of CFG Financial Assaciates, Inc. (the
“Company”) as of December 31, 2003, for the year then ended that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934, This financial statement is the responsibility of the Company's management Qur
responsibility is to express an opinion on this financial statement 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
statement of financial condition is free of material misstatement. An audit includes examining, on a test basis,
gvidence 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. We believe that our audit provides a reasonable basis for our

opinion.

{n our opinion, the statement of financial condition referred to above present fairly, in all material respects, the
financial position of CFG Financial Associates, Inc. as of December 31, 2003, in conformity with accounting principles

generally accepted in the United States of America.
%c% S Al

New York, New York
February 13, 2004

McGladrey & Pullen, LLP is an independent member firm of
RSM International, an affiliation of separate and independent
legal entities.
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CFG Financial Associates, Inc.

Statement Of Financial Condition
December 31, 2003

Assets
Cash and cash equivalents $ 90,011
Prepaid expenses 3,247
Total assets $ 93,258
Liabilities And Stockholders' Equity
Liabilities:
Accounts payable $ 1,500
Contingencies
Stockholders' Equity
Common stock, $.01 par value - authorized,
issued and outstanding, 14,493 shares 145
Additional paid-in capital 136,245
Loans receivable from stockholders (2,500)
Accumulated deficit (42,132)
91,758
Total liabilities and stockholders' equity $ 93,258

See Notes To Statement of Financial Condition.
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CFG Financial Associates, Inc.

Notes to Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies

Nature of business: CFG Financial Associates, Inc. (the “Company”} is a registered broker-dealer and a member of
the National Association of Securities Dealers, Inc. and the Securities Investor Protection Corporation. The Company
intends to introduce its stock and bond customers to another broker-dealer who will carry such accounts and will
clear such transactions on a fufly disclosed basis. With respect to this activity, the Company forwards aff funds and
securities received and would not otherwise hold funds or securities for, or owe money or securities to, securities
customers, and would not otherwise carry securities customer accounts. Customers’ funds relating to certain mutual
fund activity flows through an account established by the Company for their exclusive benefit. Accordingly, the
Company is exempt from Securities and Exchange Commission Rule 15¢3-3.

The Company has an agreement with a third party to clear its security transactions on a fully disclosed basis and
carry its customer accounts. In the event that a customer is unable to fulfill its contractual obligation to the clearing
brokers, the Company has guaranteed payment. As of December 31, 2003, there was no exposure related to
customer default as the Company had no open trades.

During the year, the Company did not process any securities transactions for exiting customers or to add new
customers, and as such, there was no securities transaction revenue during 2003. Several other entities are owned
by the Stockholders of this company. See Note 2, Related Party Transactions.

A summary of the Company's significant accounting policies follows:

Revenue recognition: Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur.

Cash and cash equivalents: The Company considers cash on hand and money market accounts to be cash and
cash equivalents.

Income taxes: Deferred income taxes are provided on a liability method whereby deferred tax assets are recognized
for deductible temporary differences and operating loss and tax credit carryforwards and deferred liabilities are
recognized for taxable temporary differences. Temporary differences are the differences between the reported
amounts of assets and liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance
when, in the opinion of management, it is more likely than not that some portion or all of the deferred tax assets will
not be realized. Deferred assets and liabilities are adjusted for the effects of changes-in tax laws and rates on the

date of enactment. :

Accounting 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 revenues and expenses during the reporting period. Actual results could differ from those estimates.




-----—‘-‘-'-IIH

CFG Financial Associates, Inc.

~ Notes to Statement of Financial Condition

Note 2. Related Party Transactions

An affiliated company provides the Company certain operational and administrative services for which the Company
pays a management fee. The management fee is negotiated annually between the Company and the affiliated

company.
Note 3. income Taxes

At December 31, 2003, for federal and state income tax purpases, the Company had a net operating loss
carryforward of approximately $46,000. A valuation allowance offsets the related deferred tax asset of $18,000 based

on the uncertainty of realization.
Note 4. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission’s Uniform net Capital Rule (SEC Rule 15¢3-1),
which requires the maintenance of a minimum amount of net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined by the rule, shall not exceed 15 to 1. The rule also requires that equity

. capital may not be withdrawn or cash dividends paid if the ratio of aggregate indebtedness to net capital exceeds

10to 1. At December 31, 2003, the Company had net capital of $84,511, which was $34,511 in excess of required
net capital of $50,000 at December 31, 2003. The Company ratio of aggregate indebtedness to net capital ratio was
.02 to 1 at December 31, 2003.

Note 5. Financial Instruments with Off-Balance Sheet Risk and Concentrations of Credit

As a securities broker, the Company is engaged in buying and selling securities for corporations and institutional and
individual investors. The Company's transactions are collateralized and are executed with and on behalf of
institutional banks, including other brokers and dealers, pension plans and monetary funds and other financial
institutions. The Company introduces these transactions to the clearing agent on a fully disclosed basis.

In the normal course of business, the Company executes and enters into securities transactions that are carried and
cleared by other broker-dealers on a fully disclosed basis. In the event counterparties do not fulfill their obligations,
the Company may be exposed to risk. Amounts due from broker-dealers represent a concentration of credit risk.
The risk of default depends on the creditworthiness of the counterparty. The Company does not anticipate
nonperformance by its clearing brokers. In addition, the Company has a policy of reviewing, as necessary, the credit
standing of each counterparty with which it conducts business.

The agreement between the Company and its clearing agent provides that the Compahy is obligated to assume any
exposure related to nonperformance by its customers. The Company seeks to minimize the risk of loss through
procedures designed to monitor the creditworthiness of its customers and that transactions are executed properly by

the clearing agent.




