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Independent Auditor's Report

To the Shareholder
Private Municipal Advisors Inc.

We have audited the accompanying statement of financial condition of Private Municipal Advisors
Inc. as of December 31, 2003 and the related statements of operations, changes in stockholder’s
equity, cash flows and changes in liabilities subordinated to claims of general creditors for the
period March 25, 2003 to December 31, 2003. 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 U.S. 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 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 Private Municipal Advisors Inc. as of December 31, 2003 and the results of its
operations and its cash flows for the period March 25, 2003 to December 31, 2003 in conformity with
U.S. generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained on pages 9 through 11 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 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.
Vobaden Gllman Y Compény LLP

New York, New York
January 19, 2004

Certified Public Accountants & Consultants ® 477 Madison Avenue, New York, NY 10022-5802
Tel.: 212-371-2100 Fax: 212-759-2946 E-mail: yg&kco@yohalem.com I[nternet: www.yohalem.com
A Member Firm of Midsnell Group International



PRIVATE MUNICIPAL ADVISORS INC.

STATEMENT OF FINANCIAL CONDITION

ASSETS
Cash

- QOther assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Accounts payable and accrued expenses

Stockholder's equity
Common stock - no par value; authorized, issued
and outstanding - 200 shares
Additional paid-in capital
Retained earnings

Total stockholder's equity

DECEMBER 31,
2003

$ 85,388
320

$ 85,708
$ 13,656
500

14,500

57,052

72,052

b 85,708

Qoo arrnmnnniring nnteg



PRIVATE MUNICIPAL ADVISORS INC.

STATEMENT OF OPERATIONS
PERIOD
MARCH 25, 2003
TO
DECEMBER 31,
2003
Revenue
Consulting $ 116,222
Private placement fees 13,841
Advisory fees 2,000
Interest 47
Total revenue 132,110
Expenses ‘
Officer's salary 35,000
Payroll taxes 3,076
Total payroll costs 38,076
Professional fees 14,976
Continuing education 1,179
Consulting 7,000
Regulatory dues and fees 4,150
Office 9,677
Total expenses 75,058
Net income $ 57,052

See accompanying notes. -3-



PRIVATE MUNICIPAL ADVISORS INC.

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

PERIOD MARCH 25, 2003 TO DECEMBER 31, 2003

Additional Total
Common Paid-In Retained Stockholder's
Stock Capital Earnings Equity
Balance - March 25, 2003 $ “.- $ -.- $ - $ --
Capital contributed 500 14,500 - 15,000
Net income -- - 57,052 57,052
Balance - December 31, 2003 $ 500 $ 14,500 $ 57,052 $ 72,052

See accompanying notes.



PRIVATE MUNICIPAL ADVISORS INC.
STATEMENT OF CASH FLOWS

PERIOD
MARCH 25, 2003
TO
DECEMBER 31,
2003

Cash flows from operating activities
Net income -3 57,052
Adjustments to reconcile net income to net cash
provided by operating activities:

Increase in other assets (320)
Increase in accounts payable and accrued expenses 13,656
Net cash provided by operating activities 70,388
Cash flows from financing activities
Capital contributed 15,000
Increase in cash and cash equivalents 85,388

Cash - beginning of period .-

Cash - end of period $ 85,388




PRIVATE MUNICIPAL ADVISORS INC.

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO
CLAIMS OF GENERAL CREDITORS
YEAR ENDED DECEMBER 31, 2003

NOT APPLICABLE
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PRIVATE MUNICIPAL ADVISORS INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003

1.  Organization and Business Activity

Private Municipal Advisors Inc. (the "Company") is a broker-dealer registered with the
Securities and Exchange Commission (SEC) and is a member of the National Association of
Securities Dealers (NASD). The Company specializes in providing consulting support to
institutional investors who invest in municipal bonds and leases that are purchased as private
placements. The Company was incorporated in the State of New York in March 2003 and is
located in the Metropolitan New York City area. Operations commenced in April 2003.

2. Summary of Significant Accounting Policies

Revenue Recognition

_ Private placement fees are earned and recorded when the transaction is settled. Investors have
no obligation to pay the seller of a private placement until all legal, operational, and financial
matters regarding the issuance are resolved.

Prior to the Company becoming a member firm in the NASD in December 2003, the Company
acted as an exclusive consultant to one investor and earned consulting fees by providing expert
advice and operational support related to the investor’s management of a portfolio of private
placements. Consulting fees were earned and recorded in connection with the completion of the
investor’s private placement projects. After the Company became a member firm of the NASD,
the consulting arrangement was terminated and the investor became a customer of the
Company. At that time, the Company began soliciting other customers for its services.

Income Taxes

The Company has elected to be taxed as an S Corporation pursuant to the Internal Revenue
Code and applicable state laws, whereby income of the Company is passed directly to the
stockholders, who are liable for payment of federal and state income taxes.

Use of Estimates in Financial Statements

In preparing financial statements in conformity with generally accepted accounting principles,
management makes estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial
statements, as well as the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

3. Related Party Transactions
The shareholder incurred expenses on behalf of the Company throughout the period. The

amount owed to the shareholder at December 31, 2003 was $4,981 and is included in accounts
payable and accrued expenses.




PRIVATE MUNICIPAL ADVISORS INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003

4. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Net Capital rule (Rule 15¢3-
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 15 to 1. At December 31,
2003, the Company's net capital ratio was 0.19:1.0, and its net capital was $71,732 as compared
with required net capital of $5,000.

5. Concentrations

During the period ended December 31, 2003, substantially all of the revenue earned was from
one customer.




PRIVATE MUNICIPAL ADVISORS INC.

SCHEDULE OF COMPUTATION OF NET CAPITAL AND AGGREGATE
INDEBTEDNESS UNDER SEC RULE 15¢3-1

DECEMBER 31,
2003
Total stockholder's equity $ 72,052
Deductions and/or charges
Nonallowable assets 320
Net capital before haircuts on securities positions 71,732
Haircuts on securities -
Net capital 71,732
Less: Minimum capital requirements 5,000
Excess net capital $ 66,732
COMPUTATION OF AGGREGATE INDEBTEDNESS
Accounts payable and accrued expenses $ 13,656
Aggregate indebtedness $ 13,656

Ratio of aggregate indebtedness to net capital 0.19:1.0




PRIVATE MUNICIPAL ADVISORS INC.
SCHEDULE OF RECONCILIATION OF NET CAPITAL PER FOCUS REPORT

WITH AUDIT REPORT SCHEDULE III

Net capital - per FOCUS Report
Subtract: Nonallowable asset

Net capital - per audit report

DECEMBER 31,
2003
$ 72,052
320
$ 71,732

-10 -



PRIVATE MUNICIPAL ADVISORS INC.

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER SEC RULE 15¢3-3
YEAR ENDED DECEMBER 31, 2003

NOT APPLICABLE
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Independent Auditor's Report on Internal Control

To the Shareholder
Private Municipal Advisors Inc.

In planning and performing our audit of the financial statements of Private Municipal Advisors Inc.
for the period March 25, 2003 to December 31, 2003 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 the
internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission ("the Commission"), 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 (or aggregate debits) 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 internal control 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 Comumission'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 safeguarded against loss from unauthorized
use or disposition and that transactions are executed in accordance with management's 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.

Certified Public Accountants & Consultants ® 477 Madison Avenue, New York, NY.10022-5802
Tel.: 212-371-2100 Fax: 212-759-2946 E-mail: yg&co@yohalem.com Internet: www.ychalem.com
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Because of inherent limitations in internal control or the practices and procedures referred to above,
errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation
of them to future periods is subject to 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 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 internal control 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, we believe that the
Company's practices and procedures were adequate at December 31, 2003 to meet the Commission's
objectives. Also, we believe that the Company was in compliance with the conditions of the
exemption at December 31, 2003, and no facts came to our attention that caused us to believe that
such conditions had not been complied with during the year then ended.

This report is intended solely for the use of management, the Securities and Exchange Commission,
the New York Stock Exchange, 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.

Velalem Gillman & Compéry LLP

New York, New York
January 19, 2004

YOHALEM
GILLMAN

[& COMPANY LLP |




