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Feb-25 -2004 11:32am  From~LIPNER SOFFERMAN & CO. LLP +15167734288 T-870  P.003/003  F-478

OATH OR AFFIRMATION

|, Alphonse Mekalainas , swear (or affirm) that, to the bes? of my knowledge and belief the accompanying

financial statement and supporting schedules pertaining to the firm of The Pro Active Equitias Group , as of
December 31, _2003 , are true and correct, | further swear (or affirm) that neither the campany nor any

partner, proprietor, principal officer or director has any propristary interest in any account classified solely as
that of a customer, except as follows:

Signature

FinoR

Title

OFFICIAL SEAL
TIFANIE L. BUCKLEY

] " [Notary Public :

Notary Public State of Nevada
. un| :
. My Comm. Expires Ap’% 23_?907 )
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Facing page.

Statement of Financial Condition.

Statement of Incoms (Loss).

Statement of Cash Flows.

Statement of Changes In Stockholders' Equity or Sole Proprietor's Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

Computation ot Determination for Reserve Aequirements Pursuant to Rule 15¢3-3.

Information Relating to the Possession or Control Requirements Under Ruls 15¢3-3.

A Raconciliation, Including appropriate explanation, of the Computation of Net Capltal Under Rule
15¢3-1 and the Computation for Determination of the Reserve Requirements Under Exhibit A of Rule
15¢3-3.

A Reconciliation betwesn the audited and unaudited Statements of Financial Condition with focus
report,

An Oath or Affirmation.

A copy of the SIPC Supplemental Repart.

A report describing any material inadequacies found to exist or found to have existed since the date
of the previous audil.

Auditors’ Report on Internal Contro| Structure Required by SEC Rule 17a-5,
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LIPNER, SOFFERMAN & CO.,LLP Méwsens

CERTIFIED PUBLIC ACCOUNTANTS AMERICAN INSTITUTE OF

- CERTIFIED PuaLIC ACCOUNTANTS
185 GREAT NECK RCAD, GREAT NECK, NEW YQORK 11021 NEW YGRK STATE SOGIETY of
(516) 487-4070 - FAX (516) 773-4289 - www lipnersofferman.com CERATIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

The Pro Active Equities Group
6800 Jericho Turnpike
Syosset, NY 11791

We have audited the accompanying statement of financial condition of The Pro Active Equities Group
as of December 31, 2003, and the related statements of loss, stockholders’ equity (deficit), cash flows, and the
statement of 15¢ 3-1 net capital computation for the year then ended that you arefiling pursuant to 17a-5under
the Securities and Exchange Act of 1934, Thesefinancial statements are the responsibility of the company's
management. Our responsibllity 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
assessingthe accounting principles used and significant estimatesmade by the individual, 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 The Pro Active Equities Group at December 31, 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.

Qur audit was conducted for the purpose of forming an opinion on the basic financial statementstaken
as awhole. Thesupplementalinformation is presented for purposes of additional analysisand is not a required
part of the basic financial statements, but is supplementary information required by rule 17a-5 of the Securities
and Exchange Commission. 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.
()
%, ,.! 6 P

Great Neck, NY
February 9, 2004
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THE PRO ACTIVE EQUITIES GROUP

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2003

ASSETS
Current assets:
Cash and cash equivalents $163,199
Loans and exchanges 29,993
Total current assets $193.192

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Accrued expenses . $ 7.500
Total current liabilities 7.500

Stockholders’ equity:

Common stock, no par value, 200 shares authorized, issued and oulstanding 10,000
Additional paid-in capital 180,000

Retained earnings (deficit) (__14,308)
Total stockholders’ equity 186,692
$193,192

See accompanying notes to financial statements.

-4~

LS LIPNER, SOFFERMAN & CO.,LLP

CERTIFEED PUBLIC ACCOUNTANTS

89€ET 1588 TOL! ATl 30vHL 3AILOYOHd!INWVY0Z:8 {r0-9Z—C



THE PRO_ACTIVE EQUITIES GROUP

STATEMENT OF (LOSS)
YEAR ENDED DECEMBER 31, 2003

Income $ -
Expenses:
~ Trading losses 5,774
Professional fees , 2,500
Rent ‘ 5,000
’Other expenses 1,034
14,308
Net {loss) (. 14,308)

See accompanying notes to financial statements.
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Balance, beginning
Issuance of stock
Net (loss)

Balance, ending

THE PRO ACTIVE EQUITIES GROUP
STATEMENT OF STOCKHOLDERS' EQUITY (DEFICIT)

YEAR ENDED DECEMBER 31, 2003

Additional

Capital Paid-in -
. _Stock Capital
$ - $ -
10,000 180,000
$ 10.000 $190,000

See accompanying notes to financial statements.
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THE PRO_ACTIVE EQUITIES GROQUP

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2003

Cash flows from operating activities:

Net (loss) ($.14,308)
Adjustments to reconcile net (loss) to net cash provided (used) by operating activities: '
Loans and exchanges _ { 29,993)
Accrued expenses 7,500
Total adjustments (_22,493)
Net cash (used) by operating activities (_36,801)

Cash flows from financing activities:

Issuance of common stock ' 200,000
Net cash provided by financing actlivities 200,000
Net increase in cash and cash equivalents 163,199

Cash and cash equivalents, beginning -

Cash and cash equivalents, ending $163,199
Supplemental disclosures:
Income taxes paid during year $ -
Interest paid during year $ .

See accompanying notes to financial statements.
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THE _PRO_ACTIVE EQUITIES GROUP
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

Statement of Significant Accounting Policies:
Qrganization:

The company is a registered broker under the Securities and Exchange Commission and is a member
of the National Association of Securities Dealers (NASD). The company was incorporated under the
laws of the State of New York on July 17, 2002, and was authorized to do business in New York.

Concentration of Risic

The company is engaged in various trading and brokerage activities in which counterparties primarily
consist of other broker dealers. In the event these counterparties do not fulfill their cbligations, the
company may be exposed to certain risks. The risk of default depends upon the creditworthiness of
the counterparties or issuers of the instrument.

As of December 31, 2003, the North Fork bank statement indicated a balance ot $138,914. Funds
deposited with a single financial institution are insured up to $100,000in the aggregate by the Federal
Deposit Insurance Carporation (FDIC). Should the bank become unable to meet its obligations, losses
could be incurred by the company.

Security Transactions

The company records its transactions on the trade date; this includes profits and losses arising from
security transactions entered into for the account of the company.

Cash and Cash Equivalentis

Cash equivalents are limited to short term, highly liquid investments that are both readily convertible
to known amounts of cash and of an original maturity of three months or less.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements in accordance with
generally accepted accounting principles. Those estimates and assumptions affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported
revenues and expenses. Actual results could vary from the estimates that were assumed in preparing
the financial statements,

Income Taxes

The company s liable for New York State corporation taxes based on its income. Eventhough the

company may incur a loss in any one year, it will still be liable for taxes computed on capitai or for
a minimum tax.

-8-

LIPNER, SOFFERMAN & CO., LLP
e

FIED PUBLIC ACCOUNTANTS

cocz LS8 zTOL: AT 3AvHL 3A1410VOHdINY0Z:€ !$0-9Z-F



THE PRO ACTIVE EQUITIES GROUP
. NOTES TO_FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2003

Statement of Significant Accounting Policies:
Income Taxes (continued):

The company has adopted the lfability method of accounting for income taxes pursuant to Staterment
of Financial Accounting Standards (SFAS)No. 109. Deferredincome taxes are recognized at currently
enacted tax rates for temporary differences between financial reporting and income tax basis of assets
and liabilities. The effect on deferred taxes ot a change in tax rates is recognized in income in the
period that included the enactment date. There are no deferred income tax items at December 31,

2003.

Net Capital Requirements:

The Pro Active Equities Group is subject to the Securities and Exchange Commission’s Uniformn Net
Capital Rule (Rule 15C3-1), which requires the maintenance of minimum net capital and requires that
the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15to 1 (the rule
of the New York Stock Exchange also provides that equity capital may not be withdrawn if the
¢ resulting net capital ratio would exceed 10 to 1). At December 31, 2003, The Pro Active Equities
Group had net capital of $155,699 which was $55,699 in excess of its required net capital. The Pro
Active Equities Group’s net capital ratio was 48110 1,

Financial instruments with Off-Balance Sheet Credit Risic

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

basis.

The company’s expoasure to credit risk associated with non-performance of customers in fulfiliing their
contractual obligations pursuant to securities transactions can be directly impacted by volatile trading
markets which may impair customers’ abllity to satisfy their obligations to the company and the
company’s ability to liguidate the collateral at an amount equal to the original contracted amount. The
agreement between the company and its clearing brokers 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 regulatary requirements and the clearing brokers internal guidelines. The comgpany
monitors its customers’ activity by reviewing information it receives from its clearing brokers on a daily
basis, and requiring customers to deposit additional collateral, or reduce positions when necessary.

Commitments and Contingencies:

The company had no significant contingent liabilities requiring disclosure in the financial statements.

-9-
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S PERE I

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART A
BRO KER OR DEALER as of 12/31/03
The Pro Active Equities Group
COMPUTATION OF NET CAPITAL
1. Totas! awnership equity from Statement of Financial Condition........cc.co. i $ 185,692 { 3480
2. Dedwct ownership equity not allowable for Net Capital.................... ( Y] 3390
3. Total ownership equity qualified for Net Capital...............cocoiiinnnns U PPN TIRITROUTRTNR 3500
4. Add=
A. L.iabilities subordinated to claims ao general creditors allowable in computation of net capital..............c.cev.. 3520
B. Other (deductions) or allowable credits (List)........c.coiiveiii 3525
5, Totaal capital and allowable subordinated liabilities 3 185,692 | 3530
6. Ded uctions and/or charges:
A. Yotal nonallowable assets from Statement of Financial Condition (Notes BandC) $ 29,993] 3540
B. Securad demand note dalinqQuency...............eceiiinns rrrereenaenane perrterrrieettaen 3590
C. Commodity futures contracts and spot commodities-
poropriotary capital Charges....c.cccciivvier i s 3600
D. Other deductions and/or Chargas.............ccocoeernniiiinnian, - 3610 { 29,993 )| 3620
7. Other additions and/or allowable credits (List)..........cocinniiiicimin becerrrerhrnsinnans 3630
8. Net capital before haircuts on securities positions.......c...c.ee..n. e s e Ceereieiesin $ 155,699 | 3640
8. Haircuts on securitias (computad, where applicable, pursuant to 15¢3-1{)):
A. Contractual securities commitments 3660
B. Subordinated securitios borrowings.......cce.viveinenwn e iterreria, 3670
C. Trading and investment securities:
1. Exemptod 5eCUMtes.......civriiiiieiininisen, Cerrrsrrirerases Nerearraereseeraaaees 3735
2. Dbt SECUMUBS.....ciiveeriniiniiiin e rereens errenes e 3733
3. OploNS...c..cicvvminrinnnnienss O STt 3730
4. Other 88CUMLBS. ....ccuireeiiiirrrriiriiireii s sesrisrersennnsens Varreresssrsesians 3734
D. Undue Concantration........... TN heberr ettt e e e e rea v eraerte 3650
E. Ofther (List)....oooserireninisnninnesiineines Cerreretaeerteanraon e rreveerianes 3736 { ) 3740
10. Net Capital......o.cvoveveunan, e et et s en s et anon rrerertenrsteiinnon $ 155,699 | 3750 |
OMIT PENNIES

a. Nion allowable assets:
Loans and exchanges

b. Reconciliation with The Pro Active Equities Group's computation - included on
Par lIA of Form X-17A-5 as of December 31, 2003 filed January 2004 and
amended January 2004

Nat capital as reported in The Pro Active Equities Group's Part A unaudited
focus report
Netincoma adjustments
N et capital per above

=10~

$29,993

$157,787
2,088

$1 55,889

SEC 1696 7 of 16
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' ' FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PARTIIA

BROWKER OR DEALER  The Pro Active Equities Group as of 12/3 1/03

COMPUTATION OF NET CAPITAL REQUIREMENT

PART A
11. Minimum net capital required (623% 0F NG 19).....vvveivriiiiiiiiiiiniiriiisienc st e s $ 5,000 [3756 ]
12, Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsidiaries computed in accordance with NOte (A).......c..ccviiinviii s e $ 100,000 | 3758
13. Nat capital requirement (greater of line 11 or 12) $ 100,000 [ 3760
14. Exc@ss net capital (ine 101885 13)........ccevrieviinininioninn, 3 55,6899 | 3770
15. Excess net capital at 1000% (line 101es8 10% of lin® 19).........cc it et e $ 55,699 | 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total Al. liabilities from Statemant of FiNaNCIAl CONGIION. ..vv.veiereriiiriirrtietiriereeteeeesessrenseeesssaniensrosresesrines $ 7.500 [3790]
17. Add:

A. Dirafts for immediate Credit.........coviveeriiineriiiiriiinnmeri e $ [3800]

B. Market value of securities borrowed for whlch no equivalent value :

iS PaId OF Cradited. ... .ccocivririni i s s e s rea s $ 3810

C. Other unrecorded amounts (List).........ccvevinirninniiienniennnianienin, rere e $ 3820 $ 3830
19, Total aggrogate iNAEDIBANGSS. ... ccvviiierieinee it enresee st s anr b b sesben $ 7,500 | a840
20. Percantage of aggregate indsbtedness to net capital (line 19 divided by Iine 10) % 4.81 | 3850
21. Percentags of debt to debt-equity total computed in accordance with Rule 15¢3-1(d) % 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

PART B
22, 2% of combinsd aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule

15¢3-3 prepared as of the date of the net capital computation including both brokers or dealers and

consolidated subsidiaries’ debits..............cooeveiiviiiineniinieinn, D PP e 3 [3970]
23. Minirmum doliar net capital requirement of reporting broker or dealer and mmimum net capital

requirsment of subsidiaries computed in accordance with Note (A)...........cceeeeicnien, Creetehares e teaeran s T $ 3880
24, Net capital requirament (greater of linB 22 0F 23)........i.iivviiviiiiiiiniinereteneereesnii st rrenreresraeticrsinmensss 3 3760
25. Excess capital (line 10 less 24)...... He et trrtR et e bet e et reehaa e et bt Sy ae e b et et ben e ns e ah e e b aan s et aaarabenrteetrrean $ 3910
26. Net capltal in excess of the greater of:

A. 5% of combined aggregate debit items or $120,000........ccccviviiriiinininiiniiriinrrnienisssranes arerrerairrarrenes $ 3920
NOTES:

(A} The minimum net capital requirement should be computed by adding the minimum doliar net capital requirement of the reporting broker
dealerand, for each subsidiary to be consolidated, the greater of: ’
1. Milnimum dollar net capital requirement, or

2. 6=n% of aggregate indebtsdness or 4% of aggregate debits if alternative method is used.

(B} Do notdeduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agree-
mentsnot In satisfactory form and the market values of memberships in exchanges contributed for use of company {(contra to itarm 1740)
and partners’ securities which were included in non-ailowabls assets.

(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-allowable assets,

*Reconciliation with The Pro Active Equities Group's computation included in Part LA
ot Faam X-17A-5 line 3840 as of December 31, 2003 flled in January 2004 and as

amewdsd in January 2004:
Aggregate indsbtedness as reported In The Pro Active Equities Group’s Part f(A

unayydited focus report $ 5,412
Net F'ryome adjustments 2,088
Aggregate indebtednaess per above T 7500

-11- SEC 1695 9 of 16
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practices and procedures followed by the company in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by rule 17a-12(2) in complying with
the requirements for prompt payment of securities under Section 8 of Regulation T of the Board of Governors
of the Federal Reserve System, and (3) in obtaining and maintaining physical possession or control of all fully
paid and excess margin securities of customers as required by rule 15¢3-3 because the company does not
carry security accounts for customers or perform custodial functions relating to customer securities. '

The Pro Active Equities Group 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 judgments by The Pro Active Equities Group 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 1o assesswhether those practices and procedures can be expected to achieve
the Commission's above-mentioned objectives. )

Two of the objectives of an internal control structure and the practices and procedures are to provide the
company with reasonable, but not absolute, assurance that assets for which it has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with its authorization and recorded properly to permit preparation of financial staterments in
accordance with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph. The above should be considered with the fact
that the company is owned by a parent company and does not maintain a separate office staff.

-12-
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CERTIFIED PUBLIC ACCOUNTANTS AMERICAN INSTHITUTE OF
CERTIFIED PUBLIC ACC QUNTANTS

185 GREAT NECK ROAD. GREAT NECK, NEW YORK 11021 New YORK STATE SOOI ETy Or

(516) 487-4070 - FAX (516) 773-4289 - www.lipnersofferman.com CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS'

REQUIRED BY SEC RULE17a-5

The Pro Active Equities Group
6800 Jericho Turnpike
Syosset, NY 11791

in planning and performing our audit of the financial statements of The Pro Active Equities Group for the period
ended December 31, 2003, we considered the internal control structure, including procedures for safeguarding
securities, in order to determine our auditing pracedures 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 stugy of
the practices and procedures (including tests of compliance with such practices and procedures) followed by
The Pro Active Equities Group 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 the
procedures for determining compliance with the exemptive provisions of rule 15¢3-3. We did not review the
practices and procedures followed by the company in making the quarterly securities examinations, counts,
vetifications and comparisons, and the recordation of differences required by rule 17a-12(2) in complying with
the requirements for prompt payment of securities under Section 8 of Regulation T of the Board of Governors
of the Federal Reserve System, and (3) in obtaining and maintaining physical possession cr control of alf fully
paid and excess margin securities of customers as required by rule 15¢3-3 because the company does not
carry security accounts for customers or perform custodial functions relating to customer securities. '

The Pro Active Equities Group 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 judgments by The Pro Active Equities Group 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 fo assesswhether those practices and procedures can be expected to achieve
the Commission’'s above-mentioned objectives. ’

Two of the objectives of an internal controi structure and the practices and procedures are to provide the
company with reasonable, but not absolute, assurance that assets for which it has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with its authorization and recorded properly to permit 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. The above should be considered with the fact
that the company is owned by a parent company and does not maintain a separate office staff.

-12-
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Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors or Irregularities 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 becausse of changes in conditions or that
the effectivenass of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the internal
controt structure that might be material weaknesses under standards established by the American Institute ot
Certified Public Accountants. A material weakness is 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
irregularities 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 internal control structure, including procedures 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, no facts came to our attention indicating that the company was not
in compliance with such conditions during the period from January 1, 2003 to December 31, 2003.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a studly of
the practices and procedures following by the company, including tests of compliance with such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under rule 17a-3(11)and the reserve rquired by rule 15¢3-3(e).

2. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
racordation 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.

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by rule 15¢3-3.

This report is intended solely for the use of The Pro Active Equities Group, the Securities and Exchange

Commission, the National Association of Securities Dealers, Inc. and other regulatory agencies which rely on
rule 17A-5(g) under the Securities Exchange Act of 1934 and should not be used for any other purpose.

A?AJA», ,J%.‘AP& ) o

LIPNER, SOFFERMAN & CO., LLP

Great Neck, NY
February 9, 2004
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INDEPENDENT AUDITORS’
REPORT OF DIFFERENCES BETWEEN
AUDITED REPORT AND FOCUS REPORT
December 31, 2003

The Pro Active Equities Group
6800 Jericho Turnpike
Syosset, NY 11791

In performing our audit of The Pro Active Equities Group for the period ended December 31, 2003, we made
adjustments that affected the December 31, 2003 focus report Form X-17A-5. The adjustments were as follows ;

A) Increase in accrued expenses $ 2088
Net adjustments to capital ($_2,088)

The net capital after haircuts as reported on our December 31, 2003 audited report was $155,699; the net
capital after halrcuts as reported on the December 31, 2003 focus report Form X-17A-5as amended was
$157,787. This report was not prepared by us. The difference between these figures is $2,088, as indicated

h %, J‘#Aw 0. uf

LIPNER, SOFFERMAN & CO., LLP
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